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[B . R. 1!081] 

[Ao amended bJ' PubUo-No. ~1~74tb Congreaa) 

(B. R. 8632] 

AN AOT 

To improve tlle navigabilitY and to provide tor tbe flood contYGI of lbe Ten­
nessoo River; to provide tor reforestation and tbe proper use of marstuat 
Jande In tbe Tennessee Valley; to provide for tlle agriCUltural oml lndll8trlal 
development of eold valley ; to provide tor tbe national defense by the ttea· 
tlon of a corporation tor the operation of Government properties a t ud DNZ 
Muscle Sboale In tbe State of Alabama, and tor other purposes. 

Be it e-nacted by the Senate and H ottse of R epresentatives of the 
United States of Am.erica i1t Oong1'688 assemhled, That for the pur­
pose of maintaining and operating the properties now owned by the 
United States in the viciruty of Muscle Shoals, Alabama in the in­
terest of the national defense and for agricultural and industrial de­
velopment, and to improve navigation in the Tennessee River and to 
control the destructi\'e flood wa.tet'S in the Tennessee River wd lfis­
sissippi R iver Basins, there is hereby created a. body corporate by 
the name of the " Tennessee V aUey Authority " (hereinafter referred 
to as the " Corporation "). The board of directors first appointed 
shall be deemed the incorporators, and the incorporation shall be held 
to have ooen effected from the date of the first meeting of the board. 
This Act may be cited as the (( Tennessee Valley Authority Act of 
1988." 

SEC. 2. (a) The board of d irectors of the Corporation (hereinafter 
referred to as the u board") sh&ll be com\)?sed of three members, to 
be appointed by the P resident, by and With Ute advice and consent 
of tlie Senate. I n appointing the members of the hoard, .the Presi­
dent shall designate the chairman. All other officials, agents, and 
employees shall be desigpated and selected by the board. 

(b) The terms of o.ffice of the members firSt taking offic& after the 
approval of this Act shall expire as designated by the President -at 
the time of nomination, one at the end of the t:hiid yea.r, one at the 
end of the sixth year1 and one at the end of the ninth year, a.fter the 
date of approval of t.nis Act. A successor to a member of the board 
shall be appointed in the same manner 11s the original members aud 
shal l have a term of o.ffice e~irin~ nine years frOm tbe date of the 
expiration of the term for which his predecessor waa t.ppointed. 

(c) Any member appointed to fill a. vacancy in the board occurring 
prior to t11e expiration of the tern1 fot· wbtch his p redecesSor was 
appointed shall be appointed for the remainder of such .term. . 

(d) Vacancies in the board so long as there shall be two members 
in o.ffice shnll not impair the powers of the board to execute the flmc­
tions of the Corporation1 and two of the members in office ahall con­
stitute a quorum for the tr8Jl88Ction of the business of .the board 
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(e) Each of tho members of the board shall be o citiun of tho United ~Iaiii'! and shall ~ive a salary at the rate of $10,000 a year, to be patd ~y tho 9?rpotnt1_on as cur~nt expenBcs. Ench mrunber of tl!o bo~rd, 111 nddi£ion ro Ius ~ary, shall be permitted ro occupy as ~·• r~1d~!Ct! one of the dwelling 'ho. U!e8 owned by the Government 111 the vtcanaty of Muscle Shoals, Alabama the same to be dcsig· nated by the President of the United States.' Members of the boml ~hall be reimbursed by the Corporation for actual expenS('s (includ­mg travehng and subsistence expenses) incurred by thrm in the llerlorma!tC8 of tbe duties \'e&Ud in the board by this Act. No mem· . ~r of sa1d boar<! shall during his continuonoe in offioe, be engag1~1 111 any other busmcss1 hut each m~tmber shall de,·ote himst•lf to the work of the CorporatiOn. 
( f) N~ director ah_all have ~ncial \nte!"'8'-. in any public-utility corP.Oration .. engaged m the buamess of distributmg an. c1 selling power to ~he pubh~ ll?r ill, any corpora.tion engaged i.n. the manufacture, s~llmg, or dtstnbutton. of fbuid rutrogen or f~rtlliZer,, or any ingre· dJonts thereof, nor shall any member ha.ve any mtenst 10 any busint'6S that may be adversely affected by the success of the Corporation 88 8 producer of eonoontrated fertilizers or as a p~oducer of electric power. 
(g) T~e board shall direct the exercise of all tlte powers of thr Co~ratton. 

. ( ) All !neJ!lbers of tJte bonrcl s.hall bo persons who profe"" tt belief m the feastbthty and wtsdom of this Act. · 
S'!C. 3. The bo~rd shall, without regard to the provi•ions of ch·il· servt~ la.we applicable to o!Jicers and employees of the United States, nppoJUt such lltanagers, &SSIShUJt managers, officers e111ployees attOI'· ncy~1 n.nd agents as. arc necel!Sary for the transacti~n of it• b:lsine&l. fix tnetr compensahon, def!no tlieir dutios, .require boo(IS of such of t~em as the board !11!1~ dtlSlgnate, and pro~de a system of organiza­hon ro fix responstb1hty and promoto efficiency. Any nppointoo of tho board may be romovcd in the discretion of the board. No regu· lar officer or emp~oyee of th. e Corporation shall receive a salary in exoess of that reeeaved by the members of the board. 

Al,l contracts to which the Corporation is a party and which ~utre the ~mployt;ncnt of laborers and mechanics in the coll8truc­uon, alte~atJon1 mamten~ce, or r!!J.?air of buildings, dams, locks, ur ?ther ProJects snail con tam a proVISion that not less than the prevail· 11)11: ~ate of wages ,for work of a similar nature prevailing in the vtcuuty ~ball be patd. to such laborers or mechanics. 
In the event any dispute arises as to what. are the prevailing ratt~~ ol "'ng~ t~e questiol) ah~ lie referred to the Secretary of Labor for determmat•o"t ~d hts deciSIOn shall be final. In the determination "' •n~h preniling rate or rates due regard shall bo givrn to tb~e rates ~Inch have boon secured through collective agreement by repre­sentativll'! of employers and employee&. 

. Where such work as is described in t.he two preceding paragraphs ts done dl';CC~Y by the Corporation the prevailing rate of w es shall be pa•d m the same manner as though such work bad been af{et by contract. 
In ~ far as applit?Ablc, the beoefil'l of the Act entitled "An Act to provtde compensation for cmployecJJ o f the United States suffering 
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injuries while in tbe performan~ of their ~!~:J and for other pur­poses", approved september 7, 1916, &8 ed, shall extend to J?6l:IIODS gtven employment Wider the provisions of this Act. S110. 4. Except as otherwiee apeoiJic&lly provided in this Act, the Corporation-

~
'} Shall have suocession in ite corporate ll&llle. b May sue and be sued in ita oorpora.te name. c May adopt and uee a corporate eeal, which shall be judicially notiCed. 

{

dl May make cootracta, as herein authorized . e May adopt, amend, and re bylaws. 
f May purChase or lease an~\d such real and personal pro,Xl­erty as it cfeems oeceeury or convenitnt in the transaction of 1ts business, and may dispose of any such j)81'80nal proJ,?CrtY held by it. The bo4rd shaD seloct a treasurer and as ~y aanstant treasurers as it dooms J>tOper, which treasurer and •wristant lrell$urer8 shall give such bonds for the saf&-kooping of the eecuritiee and moneys of the said Corporation as the hOard may fll(juire: PI'Of1itkd., That any member of said board may be removed froDL office at any time by a concurrent resolution of tbe Senate lllld tbe Houae of Bepre~ei~· tativea. 

(g) Sha.ll have such powers as may be neces&ary or appropriate for the exercise of the powers herein Specifically conferred upon the Corporation. 
(h) Shall have power in the name of the United Statee of America to exercise the right of em.i~Mnt domain, and in tbe pmchase of any real estate or the acquisition of real estate by condemnation pro­ceedings, the title to euoh retJ esta.te shall be taken in tho name of the United States of America, and thereupon all such real estate shall be entruated ro tbe Corporation u tbe agent of the United States to accomplish the purpoee~ of this .Act. 
(i) Shall have power ro acquire real estate for tho coo.struction of dams, reservoirs, tr&ll8Diission lines, power houses, and other &true· lures, and n..,igation projecta at any point along the Tennessee River, or any of its tributaries1 and in the event that the owner or owners of suoh property shall tail and refuse to sell to the Corpora­tion at a price deemed' fair and ~nab!~ by the ix!e.rd, then t?e Corporation may. proceed ro axerCl$8 the nght of enunent domatn, and to condemn all property that it deems necessary for carrying out tho pu~posea of this Act, and all euch condemnation proceediDf!S shall be bad p~trsuant to the provisions and requirements horemafter S!*i6ed, with reference to an1 and aU condemJlation proeeeding1 : Provided, That n.othing contamed herein or elsewhere in this Act shall be coo.strued to deprive the Corp()ration of tho rights con· ferred by tbe Act of February 26J 1981 (46 Stat. l<l22, ch. 807, sees. 1 to 5

1 
inclusive):..,~now comp,iled an sections258a to 268e, inclusive, of title 40 of the united States Code. 

(j) Shall ht\'O power to construct S\IOh dams and reservoirs .in tl1o Tennessee River and its tributaries, aa in con~unction with Wilson Dam, and Norris, Wheeler, and Pickwick Landinp: DatllJI, now under construction, will provide a nine-foot channel in the said river and maintain. a wolllr supply for the Rame, from Knoxville to Its mouth, nnd will best serve to promote navigalton on the Tennessee River ami 
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its tributaries and control destructive fiood waters in the Tennesseo 
and Mississippi River drainagt basins; and shall power to acquire or 
construct power housoo~power Structutl!81 transliUBSion lines, naviga­
tion projects, IUld inciaental works in tM Tonneesoo River and Its 
tributaries, and to unite the various power imtallations into one or 
more systems by transmission lines. Tho directors of the Authority 
are hereby directed to report to Congress tbeir recommendations not 
later than April I , 1986, fo.r tho unified development of the Tenne6SeC 
River sYStem. 

(k) At any time before the expir&tion of five years from the datt> 
when this section as amended, becOmes law may in the name of ami 
as agent for the United Stott's and subject to approval of the Pw;i­
dent, dispose of any of such real P.rop<l.l"ty as in the judgment of the 
bo11rd may be no longer neoossary m carryi~ out tbe Jturposes of this 
Act, bui no land shill! be conveyed on wh1ch there Is a permanent 
dam, hydraulic power />lant, ·fertilizer plan.t, or munitions plant, 
heretofore or hercaftc•· milt by or for the United States or for tho 
Authority. 

(I) ShaU have power to advise and cooperste in the readjustment 
of the population displaced by the construction of dams, the &~uisi­
t ion of I'\'SI'rvoir areas, the protection of watersheds. the •e<juisltion 
of ri~bts-of-way, and other necess•ry acquisitions of land, 10 ·order , 
to effectuate the purp0608 of the Act; and rnAy cooperate with Fed­
eral, state, and local agencies to that end. 

SEc. 6. The board is hereby authorued-
(a) To contract with commercial prodnccrR for the production of 

such fertilizers or fertilizer materialS M may be needed ill thn Gov­
ernment's progrnm of do,·elopment and int•'oduction in excess of 
of that produced by Govc1·nment plants. ·su.ch contrncts may pro­
vide eitlier fot• outright purchase of materiols by tho board or only 
for the payment of carrying ch!lrges 'On special materials manu.fac.­
tured at the board's request fo~ Its program. 

{b) To ~rrange with farmers and farm or~aniutions for large­
scale yractical U5e of the new forms of fertihurs under conditions 
penrutting an aecura~ me~ of the econo.mi~ return they produce. 

(e) To cooperate Wlth National, State, du;tr•ct, or county experi­
mentol Stations or demonStration farms, with farmer's, landowners 
and associations of farmers or landowners for t.he use of new form; 
of ~ertilizer or fertilizer practices during the initial or experimental 
pcrtod of U1eir introduction, and for promoting tho prevention of 
soil erosion by the uso of fertilizers IUld otherwise. 

( ~ l. Th~ board if! order to improve and cheapen the production of 
fcrt•fizcr ts authonzed to rniUlu.facture and sell fixed nitrogen fer­
tilizer, and fertilizer ingredients at Muscle Shoals by the employment 
of eltisting facilitiea, by m~e~~ existing planta, or by any other 
proress or processes t.hat m 1ts )Udg~en~ shall appear wise and 
profitable for t be fixatron of atmospheric mtrogen or the cheapening 
of U•e production of fertilizer. 
. (e) Under the authority of this Act the board may make dona­

Irons or sales of tha pro<fuct of the plant or plants operated hy it 
to he fnirl.~: and cqttitably distributed through the agency of county 
<l~mon,trnt1on lli(onts, agl'icultural colleges, or· other•wisc ~~~the bunrCI 
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may direct, for experimentation, education, and introduction of the 
use of aucb producta in cooperation with practical farpll)rs so as to 
obtain information as to the \'Blue, etroct, lind best methods of their 
use. 

' (f) The board is authorized to make alterationsJ modifications, or 
improvements in existing plants and facilities, anu to eonstruct new 
plants. 

(jt) In the event it is not used for the fixation of nitrogen for 
agncultural purposes or le&sed, then the board sbaU maintaio in 
stend-by condition nitrate plant numbered 21 or its equivalent, for 
the fintion of atmospheric nitrogen, for the production of explosives 
in the event of war or a national. emergency 1 until the Congress shall 
by joint resolution release the board from this obligation, and if 
any {>art thereof bo used by tbe board for the manufacture of phos· 
phone acid or potash, the balance of nitrot~ plant nwnbered 2 shall 
bo J,:ept in stand-by condition. 

(h) To establish1 maintain, IUld operate laboratories and experi­
mental plants;. and to undertake experiments for the purpoee of 
enabling the l.iOrporation to furnish nitrogen products for military 
purposes, and nitrogen and other fertifuer products for agrieulturol 
purpooea in the most economical manner and at the highest standard 
of efficiency. 

(i) To requeSt the as&istence and advice of an.y officer, agent, or 
employee of any executive department or of aJzy independent office 
of the United Sta~ to enable the Corporation the better to carry 
out its powet'S successfully, and as far 88 practicable shall utilize the 
services of such officers, agents, and employee~. ;tnd the President 
sballJ if in his opinion the public interest, set·,·lce, or economy so 
r:eqwre diroot that such assistiUlce ad vice, and service bo rendered 
to the C<;rporation, and an:y indh1dual that may bo by the President 
directed to render such assistance, advice, and service shall bo there· 
after subject to the orders, rules:U:,d regulations of the board: 
Prwitkd That any invention or · very made by virtue of and 
incidental to such service by an employee of the Government of the 
United States serving under this section, or by any employee of the 
Corporation ~ther with any patents which may be granted 
thereon, shah bo the sole and exclusive property of the Corporatio~1 which iB hereby authorized to grant such licenses thereunder 88 shall 
bo authorized by tho board: Pri)'IJideft fwrther, Th&t the board may 
pay to such inventor such sum from tho income from sale of licenses 
as it may doom proper. 

(j) Upon the requisition of the Secretary of War or the Secretary 
of the N'avy to manufacture for and' sell at coot to the United States 
exJ1loaives or their nitrogenous content. 

(k) Upon the ~uisition of the Secretary of Wu, th.e Corporation 
shaU &llot and dehver without cb&rge to the War Department so 
much power se shall be necessary in the judgment of said Depart­
ment for use in operation of &lllocks, lifts, or other facilities in aid 
of navigation. 

(l > To produce, distribute, and sell electric power ns herein 
parttcularly specified. 
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(m) No products of the Corporation llhall be sold for use outside 
of the United Statoo, ita Territories, and posse88ions, except to the 
U~itc~ States Governm.ent for the use of ita Al'my and Navy, or to its 
allies m case of war. 

(n) The Presidant is authorized, within twelve mcrnths after the 
passage of tlWi Act, to lease to any responsible farm organization, or 
to any corporation organized by it, nitrate plant numbered 2 and 
w:aco 9uarryt together with the railroad connecting said quarry 
With mtrate r·l&nt numbered 2, for a term not ex-nng fifty ye-,11"8 
at ~ rental o not less tha!l_$1 per 7ear but such authority sllall be 
subject to the express cond1tton that the iessee shall use said property 
durin,~: the term of ~;t.id lease exclusively for the mAnufacrure of 
fert.ilize.r and fertilizct ingredients to be used only In the manufac· 
ture of fertilizer by said lessee an.d sold for use ss fertilizer. The 
S!lid lessee shall covenant to keep said property in first-class condi­
tiOn, but the lessee slu~ll be authorized to modernize said plant mom­
be~ 2 by th~ installation !>f such machiner~ as maY. be necessary, 
and IS authorized to amort1ze the coat of ss1d machinery and im· 
provements o:ver the term of said lease or any part thereof. Said 
lease shall also provide that the board llhall eel! to the lessee powar 
for the operation of aaid plant at the same schedule of prices that it 
charll'lS all other customers for pol\-er of the same class and quantity. 
Said lease llhall also provide that, if the said Jessee does not desire 
to buy power of the publicly owned plant, iL shall have the right to 
purchase its power for the operation of said plant of the AlablllllA 
~ower Comp~ny or any ot~er publicly or priv~tcly owned corpora­
tion engaged m th& generation and aale of electriC power, and in such 
cru;e the leru;e shall Jlrovido further that the aaid lessee shall have a 
free right. of way to bu!ld a transmission line over Government prop­
~rty to sa1d plant, paymg the actual expen9C8 and dama~, if any, 
mcutted by tbe COrporation on account of such line. Said lease 
llhall also provide that the said lessee shall covenant that during the 
term of said 1- the laid lessee shall not entu into any illegal 
monopoly, combination, or trust with any privately owned coo:P.<?ra· 
ti~n eng~~¢. in tho manufact.ure, J?roduction, and aale of fertilizer 
w1th the object or cfl'cct of increasmg the price of fertilizer to the 
farmer. 

Sro. 6. In tho 19JPOintmcnt of officials and the selection of em­
ployees for said CorporaLion, and in the promotion of any such 
employees or officials no political test or qualification shall bo per­
D?itted or given consideration, but all such appointments and "promo­
Lions llhall be given and made on the basis of merit and efficiency. 
Any member of sa.icl board who is found by the President of the 
United States to be guilty of a violation of this section shalL be 
remoyed lrom ~ffice by the President of the United States, and any 
appo1!'tee of S&;ld boe:d who 1s found by the board to be guilty of a. 
vtol&tion of th1s section llhall be removed from oJIIce by said board. 

S!:o. 7. In order to enable the Corporation to exercise the powers 
and duties vested in it by this Act-

. (a) The exclusivo use posscssion,_and control of the United States 
mtrate plante numbered 1 nnd 2, mcluding steam plants, located, 
respecLivelyl at Sheffield, Alabama, and Musclu Shoals, Alabama 
together wi h nil reo) estate nnd buildings connected therewith, all 

T 
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tools a.nd machineryil eqwpment, :ccessories, and mate~ials belong­
ing thereto, and a laooratorie~t and 1 plants used as auxiliaries 
thereto; the fixed-nitrogen research laboratory, the Waco limestooie 
quarry, ill Alabama, and Dam Numbored 2 located at Muscle Sboels, 
ite power house, a.nd all hydroelectric and operating appurtenances 
(except the locki!), and all machi.nory,lands, and builaings in connec­
b.on therewith, and all appurtenancee thereof, and all other property 
to be acgwred by the COrporation ill Ita own name or ill theJo name 
of the United St a tea of America, are hereby intrusted to the Corpo­
ration for the purposes of tlWi Act. 

(b) The President of tbe United States ~ authorized to provide 
for the transfer to the Corporation of the use, possession, and control 
of such utho1· real or personal ,Property of tho United States as be 
may from t,imo to time deem necessary and proper for the purposes 
of tho Colration as herein stated. 

Sr.o. 8. a) Tho Corporation shall maintain ita principal office in 
the illun iate vicinity of Muscle Shoals, Alabama. The Co"P.ora.­
tion shall be held to bo an inhabitant and reeident of the northern 
judicial district of Alabama. within the meaning of the laws of the 
United States rel&ti.og to the venue of civil suits. 

(b) Tho <'.orporation shall at all times maillt.l.in complete and 
accurate books of aceounte. 

(c) Each member of tbe boeril, before entering upon tbe duties 
of Ills oftioo, shall subscribe to an oath (01· allinnatinn) to suppo1t the 
Constitut.ion of the '(lnited States a.nd to faithfully and impart.l•lly 
Jl<lrform tho dutioH imposed upon J.im lly th.is Act. 

SEC. 0. (u.) 'J'ho boerd shall file with tho President. and with the 
Congl'ess, in Dt:cemoor uf each year, a .fii>AnciR I slMem~nt atJd a com­
plete ropol'l us to tho business ol tbe Corporation covering the pre<:c<l· 
mg govenunontal fiscal year. This report shall include a1l ite:miz..'<l 
statement of th.e cost of power at each power station, the total number 
of employet'll ~nd the nallles,-ealaries, and duties of those receiving 
com~nsation at the rate of more tban $1,600 a year. 

(li) All purehases and contracte for supplies or services, except fur 
personal 8Cll"Vioos, made by .the Corporahon, shall be made alter Ad· 
vertising in ~uch ruanner and at suCh timca sufficient.ly in ad nncc of 
opening bius, ftR the board shall detormjne to bo adequate t.o insure 
notice alld OJ•po•·tunity for competilioil: Pt·ovitkd, Thnt adve1·1isc· 
ment shaH not be reqwnd when, (1) an emergency requires im­
mediate etc livery of the supplies or performanoo of the servi~es; or 
(2) rcpnir /'o,rts, IIC<'e&o;l>!·res, supJllemental equipment, or &ei"'"ICCS 
arc reqnirec fm· supplil'S 01 serv1ces previuusly furni.l!Md o1· cvn· 
lrncted fori nr (3) th~ aggregate amount involved ill any purcllue 
uf supplies or procu.rement of serviotS doee not exceed $500; m which 
C88C6 such purcha!ll!l8 of sup.Plies or procurement of services may bo 
made in the open rn.arket 10 lbe manner common &m?"){ buSiness 
ru~.n: Prot~ldrd fu,.tMt-, That in comparing bids a.nil m m&king 
a \\'ANI~ rile b uJLrd miL~ consider Stltb C.rtors as relative quality a nil 
adnptauility of ~upphes ur :;ervices, tho bidder's financial rcaponsi· 
bility, skill, t'X~rience, record of integrity in dealing, ability to fur­
nish repnu"ll und maintenance :;erviCCil. tho time of delivery or Jl('l"· 
formnnco offered, nnd whether tho bidder has compliecl "with tho 
specifications. 
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The Comptroller General of the United States shall audit the lr&naaetions of the Corporation at such tiJuea as be shall determi!le, but not less f~uontly tltan once each governmental fiscal year, Wtth peraotmel of h1s selection. In such connection be and his repro· 66ltativea shall have free and open access to all papers, books, rec· orda, files, accounts, plants, ~varcl•ousos, offices, and all other things, property
1 

and places . oo longing to or under the control of o1· ~ pr emp!ortd by the Corporation, and shall be afforded full facil1ties for comting all cash und verifying transactions with .an.d balances ht depositaries. H e shall mok~ report of each ~uch audit m quadruph· cate, one copy. for the Pres1dent of t.!Je .Umted. States, one ~ot. tba chairman of the board, one for pubhc mspectton at tho prmctpal office of tbe Corporation, ond the other to bo retained by him for the ~ of the Cong~: Pro11idd., That such report shall ~Ol 00 111a<le until the Corporation shall have !tad reasonable opportwuty to exam· ine the exceptions nnd criticisms '?f the Comptroller <;>eneral oJ the General Accounting Office, to pomt out errors theretn, explam or answer the same, and to file a statoment, which shall lie subm it.tecl by tho Comptroller Ge!lCral with his report.. rhe expenses f~r ~ch such audi~ shall be pa1d from any appropriation or approprtst10ns for the General AccOunting Office, and such part of such expenses as may be ollneotcrl to the cost of gcnm·oting~ 'triiMmitling, and dis· tributing electric energy shall be rtlmburse<l promptly I?.Y the Cor· !'Oration as billed by the Comptroller General. The Com!',troller General shall moke special report to the President of the Unitcd States and to the Qongress of any transaction o~ condition found l>y him to be in conRict with the powers or duties entrusted to the Corporation by lnw. • ' S.w. 9o. The board is hereby directed in the operation of any dam or rservoir in its possession and control to reglilate the stream llow primarily for tho purposes of promoting navigation and controllin)( ftooda. So far as may be conaisten.t witli such purp0608, the boiLI"d is authorized to provide and operate facilities for the genen1:tion of electric energy at any such dam for the use of tho Corpornhon und for the use of the United States or any a~ncy thereof; and the board is further authori~, whenever an oppo.rtunity is a~orded, to provide and oper11te facilities fo< the generation of electr1c energy 111 order to avoid the waslo of water powe1·1 to transmit oncl msrliet such power as in this act provided and thereby~ 80 far as may oo practicable, to assist in liqutd~ting tito cost or aid 111 the maint.mnnce of the projects of the Authority. 
Sw.. 10. The board i.a hereby ~mpowered and authorized to soU tho surplus power not used in its operations, and for O,Poration of locks and other works generatod by i~ to States, counties, munici­palities, corporations, partnerships, or mdividualS, .accordinl!l to the policies hereinafter set forth; a.nd to carry out r;1ud authonty, tho bonrd ;, authorized to enter into contracts for such sale for a. term not exceeding twenty vcars, and in th& sale ot such current by the board it shnll gi\'O pref&rcnce to States, counties, muoicipnlities, and cooperative organizations of Qitizens or farmers, not organized. or doiug busiMss -for profit! but primarily for tl1c purpose ofaupplymg elect-ricity to its own citir.ens or members: Pr{)'t)U/~d, 'l'hat all con· trnct.s made with private compnnies or individuals for the sale of 

,. 
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power, which power is to be resold for a profit, shall con.tain a. pro­vision authorizing the board to cancel saiCl contrMt upon five yoars' notice in writing, if the boerd. needs said power to supply the demandt of States, counties, or municipalities. In order to promote and enoourago the fullest possible use of electric light ond power on farms withiii reasonable distance of any of its transmi~ion lines the board in its discretion ahaJ1 have power to construct transmission Jines to farms a.nd small villages that arc not otherwise supplied with olootricity at reasonable rates, and to make such rules and regulations governing such sale and distribution of such electric pol<'er as in ita Judgment may be just and equitable: P'f'Mii<Jerl fwt'Mr, That the boiU"d is hereby authorized and directed to Jll8ko studies, experiments, and determinations to promote tho wider and better use of electric power for agricultural and domestic use, or for small or local indus­tries, and it ma.y cooperate with State governments1 or their sttbdiv.i­sions or agencies, with educational or research instllntions, ond with cooperatives or other organizations, in the application of electric power to the fuller and better balanCed development of the resou.._ of the Ngion: P~ fvrt'Mr, That the board is authorized to in­clude in any contract for tho sale of power such tenns and condltions1 including resale rate schedul<lfl, a.nd to provide for such rules a.na fe8Wations as in its judgtl)ent ma.y be necessary or desirabl& for car· ry~ng out the purpoees of tJtis Act., and in case the purchaser shall fa.il to complJ' with any such terms a.nd conditions, or violate any such rules a.nd regulations, said contract may provide that it shall be voidable at the election of the board: PrlMiletl fvrtMr, That in order to supply farms and small villages with electr1c 110wer directly as contemplated by this section1 tha bOard in its discroti.on shall have power to ~existing electric facilities used in serving such farms and small villagea: .411& pt"rwidetl furt"Mr\ That the terms " States ", "counties·~ and " municipalities" as used in this Act shall be con­strued to mclude tho public agencies of any of th001 unless the context requires a different construction. 
SEo. 11. It is hereby declared to be the policy of the Government 60 flU" as practical to distribute and eell the surplus ~wer generated at Musclo Shoals equitably among the States\ .cotlnttes, and munici­palities within transmission distance. This policy is further declared to be that the project& herein provided for shall be considered pn· marily as for the benefit of the people of tho section as a. whole and particularly tho domestic and rural consumers to whom tho power can economically be made available, and accordingly that sale to and use by industry shall oo a seconduy pul'p<)se, to oo utilized principally to secure a sufficiently high load Jactor and revenue returns which will permit domestic and rural use at the lowest possible rates and in such manner as to encourage increased domestic and rural use of electricity. It is further hereby declared to be the policy of tbe Government to utifue the Muscle Shoals propertl.es 80 far as mal oo necessary to improve1 increaae, and cheapen the pro­duction o fertilizer and fertilizer tngrediont.s by carrying out the provisions of this Act. 

SI!IO. 12. In order to plaoo the bo&rd upon a fr.ir basis for making such contracts and fpr reoeivinl!l bids for tho sale of such power1 it a hereby expressly authorized, 01ther from appropriations made by 
1701)0..41'--1 

---------------~--
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Congress or from funds secured from the sale of &Uch power, or from funds Se<!UM by tbe &a)e Of bonds hereafter provided for I to construct1, lease, purchase, or authorize the construction of trans· mission tines withiJI transmission distao.~ from the place where generated and to interconnect with other systems. The board ia also authori;d to lea.se to any person, persons, or corporation the use of any transmission line owned by the Government and operated by tho board, but no such lease shall be made tha.t in any way inter. feres wi.th U1e use of such transmission line by the board: p,.O<JUktJ, IJ1at if any State, county, municipality, or other pub)jo or cooper&· tive organization of citizens or tarmors, not organized or doing b~s~ness f~r profit, ,b!Jt primarily for tho pur~e of supplyinj.t elec· trlCity to lis own Citizens or members, or any two or more of such municipalities or organizatioM, shall construct or agree to construct and maintain a properly designed and built trarumnesion line to the Government reservation upon which is located a Government gen· crating plant, or to a main transmission line owned by the Govern­ment or leased by the board and under the control of the board. tbo board ia hereby authorized and directed to contract with such Stute, county, municipality, or other organization, or two or more of them, for the sale of electricity for a term not exceeding thirty years; and in any such ea.se the board shall give to such State, coUJlty, municipality, or other organization amJlle time to fully comply with a.zy local law now in existence or here~fter enacted providinl{. for the necessary legal authority for: eueh State, county, municipatity, or other or8ll!lization to contract with tho board for such power: Protmkd f11irther, That all eontrscfa entered into be­t'Ye.&':l the Corpornti!>n, and ~y '!lunlcipality or, other political sub­diVIston or cooperattve orgamzatton, shall provtde that the electric power shall be sold and diStributed to the ultimate consumer without diacriminat.ion as between consumera of the same class, and such contract shall be voidable a.t tho election of tho board if a discrimi· nntory rnte, t·ebato, or other special concession is made or ginn to any consumer or user lly the·niunicip.Uty'br ot1iar·jR>litieal subdi· v~on or cooperatin organization: A11d tyf'O'I>itled further, That as to RR,Y surphts power not so sold as above provided to States, count>es, municipalities, or otbor said organizations, before the board shall sell the same to any person or corporation engaged in the distribution and resalo of electricity for profit, it shalr require said person or cor:poration to agree that any resale of such olechric power by said person or corporation shall be made to tho ultimate con­sumer of such electric power at prices that shall not exoeed a schedule fixed by the board from time to time 84 reasonablo, just, and fair; and in case of any such sale, if an amount is charged tbo ultimate consumer which is in excess of tho price so deemed to be just, reason· able, and fair by the board, the. contract for euch sale between the board and such distributor of eleetricit shall be voida.ble at the election of the board: Arnl p~wi<ktl. urther, That the bot.rd is horcby authorized to enter into contrac with other power systems for the mutual exchange of unused excess power upon suitable terms, for the co~rvation of stored water, and as an emergency or break­down reUef. 

.. 
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Szo. 12a. Io order (1) to facilitate tbe dispoeitio"" of the surplus power of the Corporation accordin_g to the policies set forth in this Act; (2) t.o •give etl'ect to the pr1ority herein accorded to States, counties, mumcipalitiea, and nonprofit organi~ations in the purchase of such power by enabling them to acqu1re taciliti~ for the diatri· bution of such :P.'?wer; ana (8) at the same time to preserve existing distribution facilities as going concerns and avoid duplication of sue!) facilities, the board ia authorized to advise and cooperate with and assist, by extending credit for a period of not exceeding five years to States, counties, and municipalities and nonprofit organizations situ· a ted within trunamission distance from any dam where sucb power'is ~nerated by the Corporation in acquirin~, improving, and operat. mg (a.) existing distribution facilities and mcidental works1 including generating plants; and (b) interconnecting transmission lines; or in acquiring ru:1y interest in such fncilities, incidento.l works, and lines. Sro. 13. Five per centum of the gross proceeds received by the board for the sale of power generated at Dam Numbered 2, or frcm and other hydropower plant hereafter constructed in the State of Alabama, shall be pa.id to the State of Alabama; and 5 por centwn of the gross proceeds from the sale of power generated a.t Cove Creek Dam, hereinafter provided for, or a.oy other dam located in the State of Tennessee, shall be paid to the State of Tenneesee. Upon the completion of srud Cove Creek Dam the board shall aseertr•in bow much additional power ia thereby generated at Dam Numbered 2 and at any other dam hereafter constructed bv the Govemmwt of the United States on the Tennessee River, in the State of Alabama., or in the St&te of Tennessee, and from the gross proceeds of the sale of such additio.nal power 2'h pe.r centum shall bO paid to the Stnto of Alabama and 2'h per.eentum to the State of Tenn-. Th­percentages shall appfy to any other dam tlW; mAY berea!ter be con­structed and contrOlled and operated by tbe boft.rd on the Tennessee River or any of its tributaries, the main purpose of which is to con· trol Oood wa.ters and where the develapment of. electric power is in· cidental to the operation ot such Hood-control dam. In ascertaining the gross proceeds from tbe sa.lo of such power upon which ~~.. per­centage is paid to the States of Als.bam& and Tennessee, the boo.rd shall not take into consideration the proceeds of any power sold or delivered to the Govomment of the United States, or any department or agency of the Government of the United States, used in tbe opera· tion of any locks on the TcnnCilSCe R1ver or for any experrmental J'llr· poses, or for the manufacture of ferti)jzer or aoy of the inltredients thereof, or for any other governmental purpose: P1'Witled, 'l'hat the pe~~ to .be pa~d to the States !>f Alabam.a. and Tenneeaoo, as JlrOVlded m tins sect1on, shall be subJect to reviSIOn IUld chango by the boerd, and any new percentages established by the board, when approved by the President., shaJJ remain in eJI'ect until and unless again changed by tho board with the approval of tlte President. No cliange of said percentages shall be made more often than once in five years, and no change ahall be made :without giving to the States of .Alabama and Tenn- an opportunity to be heard. S110. 14. Tho board ehall make a thorough in,·estigation ae to the present value of Dam Numbered 2, and the steam plants at nitrate 
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pl~t numbered 11 and nitrate plant numbered 2J and as to the cost of Cove Crook Dam, for the purpose of aso&rt&ming how much of tho v&lue or the cost of B&Jd properties shall oo allocated and charged up to (1) 6ood control, (2) n&vigation, (3) fertilizer1• (4) national defell9e, and (6) the development of power. Tho linaings thus m&de by the baud when approved by the P resident of the United Sta.tes, sh&ll be i!n;;i, &nd such findings shall thereafter be used in aU alloe&tions of value for tho purpose of keeping the book value of said propertiea In like manner, the cost and book value of any dams, steam plants, or other similar improvements hereafter cOnstructed and turned over to said board for the purposo of control nod management shall be ascertained and alloe&ted. 
The board shall, on or before January 1, 1987, file with Con~ a atatem6Dt of ite alloe&tion of the .. &luo of all such properties turned over to said Board and which have been completed prior to the end of tho procediog 6scal yesr, and shall thereafter in its annual report to Congress file a atatement of its allocation of the value of suCh properties as have be6D oompleted during the preceding fisca.l. year. 
For tho purpose of accumulating data. useful to the Congress in the formulation of legislative policy in matters relating to the generation, transmil;sion, and distributi.on of electric energy and the production of chemicals necessary to national defense and useful in ngriculturo, a.nd to the F eder&! Power Commisllion and other Fed­eral and St&te agencies, and to the public, the baud shall keep com­plot& accounts of it& costs of generation, tranBIDission, and distribu­tion of electric eneri!Y and shall keep & complete acoount of tho total cost of generating and transmiesion faoiliMes oonstructed or otherwise acqmred by tlie Corporation, and of producing such chemi­cals, and a description of the major oomponent& of such costs acoord­ing to such uniform system of accounting for public utilities as the Fe<lcraJ Power Commission has, and if it ba.vo none, then it is hereby empowered and directed to prescribe such uniform system of acoounting, ~ether witb reoords of such other pbysic&l data and operating atatistics of the Authority as may be helpful in determin­ing the actual cost and value of services, and the practices, methods, facilities, equipment, appliances, and standards and sizes, typos

1 location, and ~ographicsl and economic integration of plants ana systems be$ Jnuted to promote the public interut, efficiency: and the wider and more cconomic&l uso of electric energy. Such d'ata shaJI be reported to the Congress by the board from time to time with appropriate analyses and recommendations, an<!. so far as practicable, shall be made uailable to the Feder&! Power vommission and other Fedora! and St&to agencies which may be concerned with the admin· istrntion of logislat•on relating to the generation1 ~ransmission, or distribution of electric energy and chemicals usetut to agriculture. It is hereby declared to be the policy of this Act that, in order, as soon as practicable, to make the power r rojeot& self-supporting and self·liqmdating, tbe surplus power abal be sold att rn~ which, in the opinion of the boaril1 wli6D applied to the normal capacity of tho Authority's power facilities, wilf produe<~ gross revenues in excess of tho cost of ,production of said power and in addition to the stato­ment of tho cost of power at eacli power station ns required by eec-
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tion 9 (a) of the "Tem>csseo Valley Act of 1938 ", tho OO.rd shall file with each annual report & st&tement of the tot&l cost of all power genorated by it at all power stations during each yea.r1 the average coet of sucli power per kilowat.t-hour, the rates at which sold, and to whom sold, and oopies of all oontract& for the sale of power. SEQ. 15. In the construction of any future dam, st~m p~t, or other facility, to be uood in whole or in part for the gene~ahon or transmission of electric power the board is hereby authorized and em~wered to issue on the credit of the United States and to &ell ser1al bonds not exceeding $60,000,000 in amount, havinj! 11 maturity not more than fifty yca1-s f~om the date of tho issue t hereof, u~d bearing interest not exceeding 3~ per centum per Mnum. S&Jd bonds ShaH be issued and sold in IUDount& and prices approved by tbo Secretary of tho Treasury but 1111 such bonds us may be so is­sued and sold shall have cqu'al•·ank. Nunc of said bonds sbali bo .sold below J!Ar1 IUld no fee, C01ll11Usm001 Or COmpensation whatever shall be p&Jo to any person, 6rm, or <.-a1·poration for handling1 oe· ~tiating the sale, o1· selling the said bonds. All of such bon<IS so Jssucd and sold shall IHn'e all the ri~hts und privileges accorded by law to Panama Canal bonds, authorized by section 8 of the act of June 28, 19021 chapter 1302, as amended by tho act of December 21, 190.5 (ch. S, sec. 1, 34 Stat. 5), as no"· eompiled in.section 743 of title 31 of the Uniwd St&tes Code. All funds derivo<l from the sltlo of such bonds shall be pnid over to the Corporation. SEQ. 16a. With the approval of the Secretary of the Treasury, tlte Corporation is authorized to issue bonds not tO exceed in the aggrcgnte $60,000,000 ol)tstnnding at any one time, which bonds may be sold b'l the Corpo•·ntion to ()btnin funtls to carry out t!'>e pro· visions o section 12a of this Act. Such bonols sball be m su~h formt and denominations, sbaU mature within such periods not more than fifty years from U>e dote of their issue, may be t•edeemablo a~ the option of the Corporation before maturity 1n such manner as may be stipulated therein, sh&ll bear such rates of int~t. not ex­ceedin~ 3~ per centum per annum, shu II be subject to such terms and condit•ons, shall be is.•ned in such manno•• and amount, and sold at such prices1 ft.'! ma.y be p1·escribcd by tho CorJ?Or&tion with the ap­proval of tile Secretary of the Treasury: Prtnnded, That such bonds shall not be sold at such/.rices or on such terms as to alford an in· vestment yield to the hoi crs in excess of 3~ per centllm for annum. Such bonds shnll be fully and unconditiona lly guarantee< both as to interest and principal by the United States, and such guaranty shall ~ expressed on the lace thereof, and such bonds shalf be lawful in­vcKIUients, and ma:v be nccepted as seourit,v, for a!J fiduciary, trust, and public f unds, the Investment or depOSit of wh1ch shall be under the authority or control of the United St&tes or any officer or officers thou·~!. In the event that tbe Corporation should not. pay upon cle­mond, when due, the principal Qf, or interesL on~ sucl1 bonds, the Secretary of tho 'frcasury shall pay to tho holder the amount thereof, which is hereby authorized to be appropriated out of any moneys in the Treasury not otherwise apt>ropriated, and thereupon to the extent of the amo1mt so paid tho Secretary of tho Treasury shall succeeed to all tho ri_gbts of the holders of such bonds. The Seoret&ry of the Treasury, 111 his disc1·etion, is authorized to purchase 

• 

.. 
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any bonds issued hereunder, and for auoh .£~ the Secre~ of 
the Treasury is authorized to IIB8 aa a p1 o>debt tranaaclion tho 
proceeds from the sale of any aecurities hereafter i•ued under !}le 
Second Liberty Bond Aet, aa amended, and the purpoeee for which 
securities may be issued u.nder such Act) aa amendea, are extended 
to in<~ludo any purcb88es of the Corporation's bonds hereunder. The 
Secretary of the Treaaury may, at any time, sell any of the bonds of 
the Corporetion acqnired by him under tbia section. All redemp· 
tiona; purchases and aales by the Secretary of the Treasury of the 
bonds of the C:,rporation shall be trtated as public-debt transac­
tions of the United States. With the approval of the Secretary of 
tile Treasury, the Corporation sh~l have power to .purchase such 
bonds in the open market. at any t1mo nncl at any pr1oo. No bondH 
shall be issued hereunder to provide funds or bonds necessary for 
the performance of any P.roposed co!ltract negotiat~d by the (/orpo­
ration under the autbor1ty of seclion 12a of thiS Aet until the 
proPQSed contract shall have been submitted to and ap11roved by 
the "Federal P ower Comrnission. When any such propoSed contract 
shall have been submitted to the said Commission, the matter shall 
be given precedence and shall be in every wny expedited and tho 
Commission's detennination of tho matter shall be final. Th.e au. 
lhority of the Corporation to issue bonds hereunder shall exp~re at 
the end of five yeara from the date when this ~tioo as aroen~ed 
herein becomes law, except that such bonds may be IBBUed at any time 
nfter the expiration of said period to provide bonds or funds neoee­
sary for the performan~ of.any contract ~tered into by the Cort>O· 
ration, prior to the exp1rat1on of sa1d pertocl, under the author1ty 
of !IOOtion 12a of this Act . 

. SEc. 16. The board, whene,·cr tho President deems it advisable, is 
hereby empowered and direeted to complete Dnm Numbered 2 at 
Musc:lt Shoals, Alabama, and the steam plant at nitrate pla!lt num­
bered 2, in the vicinity of Muscle Shoa!B, by installing m Dam 
Numbered 2 the additional power unite ~;c~rdiog to the P.l~ and 
specifications of said dam, and tho additiOnal power umt Ul the 
s teurn plant at nitrate plant numbered 2. 

Sw. 17. The Secretary of War, Ol' the S~retary of the Interior, is 
hereby authorized to construct, either d irecti.Y or by contract to the 
lowest respoDSlole bidder, after due advertisemen" a dam in and 
aCJ'OI!II Clinch River in the State of T ennessee, wluch has by long 
custom become known. B!ld d~ignated as the Cove Creek D&!!'• to­
jl'l!ther with a trnn!Imrss1on lme from Muscle Shoals, nccordmg to 
the lotest and most npprovt)<l de~igns, inelucling power h011~e and 
hyur·oelectric installations and equip~1ont .for th,o generation. of 
power, in order that the waters o! sa1d Clinch :Rtver may be lm­
t>ounded and stored above said dam for the purpose o f increasing and 
regulating tho 6ow of the Clinch :River and the Tennessee River 
below, 60 that the maximum amount of primary power may be 
developed at.Dam Numbered 2 and nt any and all other dnms lielow 
tho said Cove Creek Dam : Provilled, lume<1er, That the P resident is 
hereby authorized_lly appropriate ordc•· to direct tho employment by 
the &crctary of W ar, or by the Secretary of the Interior, of su.ch 
engineer or engineers as he may designate, to perform snch .dnh<!$ 
ant! obligations as he may deem p roper, either in the drawmg of 
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empowrr of War, 
Interior, or the hoard to carry out authority 

~~~~~,~~~~~th~e 1nO!!t e<"Onomical ond efficient manner, he or ami rmpowered in the exercise of the powera 
of aid of navigation, and in the control of the 
flood watere the and MisSISBippi Rivers, constituting 
ohannela ot interstate commerce to exercise the right of eminent 
domain for alllurposes of this Act and to condemn aJI land", use­
ments, rights·o ·way, and other area necessary in order to obtain a 
!lite for said Cove ()reek Dam, and the flowage rights for the reBer­
voir of water above said dam, and to negotiate and conclude con­
traeta with States, counties municipalities, and all State agencies, 
and with railroads, raiJroad corporations, common earriel'll, und all 
public-utility commissions, and any other person, fiiin, or corpora­
tion, for the relocation o f railroad tracts, highways! highway 
bridl!ll9t mills, feJTies, electzic·)ight plants, anti any an< all other 
properties, enterpnses, and proJects whose removal may be neces~~Ary 
m order to carry out the .Provisions of this Act. When said Cove 
Cl'llek Dam, transmission line, and power h()\180 shall have been com­
pleted, U•e.po88CS8ion, uae, and control thereof ehaJI be Intrusted to 
the corporation for use and operation in connection with the general 
Tennessee Val~yprojeet and !o promote Hood control and navigation 
in the T ennessee River. 

SilO. 19. Tb~ Corporation, as a.n instrumentality and agency of the 
Government of the United States for the purpose of executing ita 
constitutional powers, shall hBve access to the Patent Olllce of the 
United States for the purpOII() of studying, aacert.aining, and copying 
all methode, formulae1 and HCientific information (not including 
access to pending apphcations for patenta) n~ to enable the 
Corporation to uae and emplo

6
v the most ellicaeioua and econ()IJiicaJ 

prooess for the production of zed nitrogt"n 1 or anv esaentlal ingre. 
dient of fertilizer or any method of impronng ani:! cheapening the 
production of hydroelectric p()wer1 and any owner of a patent wlioee 
patent rights may have been thus m any way copied, used, infringed, 
or employed by the exerciae of this authority by the Corporation 
ahallliave u the exclnai vo remedy a. e&U8e of action a~ the Cor­
poration, to be instituted and pr~ted on the eqmty side of the 
approp.nate district court of tile United Statea for the recoftr)' of 
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reuonable compensation for such infrin.sement, The Commissioner of Patents shall fumish to tho Corporation, at its reques~ and with· 
out pa,Y-ment of fees, copies of documents on 6Je in his office: P1'0· 
vided

1 
That tho benefits of this section shall not apply to onf a1·t, macbine

1 
method of manufactu~, or composition of matter dJscov. 

ered or mvented by such employee durin~ the time of his employ· mont or service with the Corporation or w1th the Government of the 
United States. 

Sro. 20. Tho Govel'nment of the United States hereby rcscrvu 
the right, in caso of war or national emergency declared by Congress, 
to talie possesaio.n of all or any part of the property described or 
referred to in this Act for the pu~ of manufacturing explosives or for other war purposes; but, if this right is exercised by the 
Government, it shall pay the reasonable and fair damages that may 
bo suffered by an;~~ party ·whose contract for the purchase of electr1c 
power or fixed mtrogen 'or fertilizer in~ients is hereby violated, after the amount of tbe damages bas been fix.ed by the Umted States 
Court of Claims in proceedings instituted and conducted for that 
purpose under rules prescribedoy tbe court-

SEC. 21. (a) All general penal statute& relating to the larceny, 
embezzlement, conversion, or to the improper handling1 retention, 
use\ or disposal of public moneys or property of the Untted States, dbn I apply to the moneys and property of the Corporation and to 
moneys and properties of th.e United SLates intrusted to the 
Corporation. 

(b) 'Any.p4:raon who with intent to defraud the Corporation, or to 
dece1ve nny dirtK:tor, olncex;,. or employee of the Corporation or any 
officer or employee of the uniwd States {1) makes any false entry 
in any book of the Corporation , or (2) makes any false report or 
statement for tbe Corporation, shall, upon conviction thereof, be fined not more than $10,000 or Imprisoned not more than five years, 
or both. 

(c) Any person who shall receive any compensation, rebate, or 
reward, or shall enter into any conspiracy1 collusion, or agreement, express or implied, with intent to defraud tile Corporntion or wrong· 
fully Md unlawfully to defeat its purposes, shall, on conviction 
thereof, be fined not more than $5,000 or imprisoned not more th!Ul 
five years, or both. 

Sec. 22. To aid further the proper uso, conservation and develop· mont of the natural resources of the Tennessee Rivor drainage haslll 
and of such adjoining territory liS may bo r~ated to or materio.lly 
affected by tho development co~uent to thiS Act, and to provulc 
for the general welfare of the citizens of said areas, tho Presid~nt 
ia hereby authorized, by such means or methods as he may dCI'm 
proper "•ithlo the limits of appropriations made therefor by Con· gross, to make 8\ICh surveys of nnci genei'Ol plans for said Tennessee 
basin and adjoining territory ns may bo ueeful to the Congress and 
to the several State& in guidmg and control lin!!: the extent, sequenCI', 
and natiJJ'e of development that may be equitably and economically 
advanced through the e~nditure of public funds, or through tho 
flUidance or control of public authority, a~ for the ge~eral pllrp'?fl'l of fostering nn orderly and proper phySical, econom1o, and socml 
development of said arells ; and the Prosidnnt is illl'ther authodzed 
in makinl!: snid surveys and plans to cooperate with the States aJI'ectcd 
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thereby, or su.bdivisions or agencies of such States, or with coopera­tive or other organizations, and to make such studies, OXJ,leriments, or 
demonstrations as may be necessary and suitable to that end. 

S.co. 28. The President shall, from time to time, as the work pro. vided for in the preceding section progresses, recommend to Congress 
such le,W.tion as he deems proper to carry out the general purposes 
stated 1n said section, and for llie especial purpose of bringing about 
in said •.rennessoo drainage basin and adjoin in~ territory in conform­
ity with said general purposes {1) the max11num amount of flood control\ (2) the ma.ximum dcvelOJ.>ment of said Tennessee River for 
naviptton pUrpo&eSj (8) the ma:omum generation of eloc:trie power 
consistent with Jl00<1 control and navigation; {4) the pror.r uae of 
marginal l!Ulda; (~) the proper methoa of refol'CStation o alllanda 
in Sll.id drairut~ basin suitable for refol'e$tationi and {6) th.e eco­nomic and soc1al well-being of tho people living m said riVer ba,sin. 

SBO. 24~ For the plll'poae of securing any rights of ftowage; 'or 
obtaining title to or possession of any property. ~al or personaT, that 
may be necessary or mal become necessary, in the carrying out of any 
of the provisions of thiS Act, the President of the United States for a period of three years :from the date of the enachnent of this Act, 
is hereby nuthol'ized to acquire title Jn the name of the United States 
to such rights or such property 1 and to provide for the payment for same by directing the board to contract to <leliver power generated 
at any of the plants now owned or he~after owned or constructed by 
the Government or by said Corporation, such future delivery of 
power to cantinue for a period not exoeeding thirty years. Likewise, 
for one year oftet• tho enactment of this Acf, the :lire.sident is futtbel" authorized to >ell or lease any parcel or part of any vacant real estat~ 
now owned by the Govermnent in said Tennessee River Basin to 
pentOna, firms, or corporations who shall controct to erect thereon factories or manufacturing establishments, and who shall contract to 
purchase of said Corporation electric power for the operation of any 
such fnctory ot• manufacturing estnbh$hmcnt. No contract shall be 
made by the Pl'esidont for t.he sale of any of such t•eal estate as may bo oecessnrv for present or future u..'IO on the pnrt of the Government 
for any of 'ihe puJ'l)OileB of this Art. Any such contract made by the 
President of the United States shall be carried out by the board: Pr()f)ide<l, That no such contract shall be mado that will in any way 
abridge or take away the prcfcl'()nce right to purchase power ~riven 
in this Act to States. counties, municipalities, or farm organizations: 
P'f()f)ided ftrtMI', That no lease sba.U bo for a tenn to exoeed fifty 
years: Pl'()f)ided furtMI', That any sale shall be on condition that Sllid land slWJ be used for industrial purposes only. 

SllO. 25. The Corporation may cause proceedings to be instituted 
for the acquisition by condemnation of lillY lands, easements, or 
rights-of-way which, in the opinion of lbo Corporation, are neces­Silrf to carry out tho provisions of this Act. The proceedinge shall bo rnstituted in the United Stoll'S district court for the district in 
which the land, easement, ril!ht.-of-way, or other interest, or any part 
thereof is located, and suCh court shall have full jurisdiction to 
divest the complete title to the property sought to be acquired out of all personA or claimant• and vest. tho same in tho United States in fee 
•implc, nn<l to enter n c]c;:l'('t' quieting the title thereto in tho United 
State!~ of America. 
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Upon the ~ of & petition for condemnation and for the pu1·· 
p<l66 of .-rtairung the vl.lue of the property to ~ ocquired, and 
asseesinf! tho compen.sa.tion to be paid, the court shall appoint th~ 
couunissloners who shall be clisin~ penons and who shall take 
and subscribe~ oath th&t they do not own an.Y lands, or in~ or dasement in any landl<, which it ma.y be dsrable for the Um~ ,States to acquire in tho furtberaru:e of sai~ proj'ect,,and such cOtnJms­
sioners shall not be uelectOO from the loe&hty w teretn tho land soupt to be condemned liea. Such commissioners ahall receive & per dtem 
of not to exceed $16 for their servioes, together with &n addition&! 
&mount of $6 per day for subsi8Wnce for time act.u&lly spent in per· 
forming their duties as commissioners. 

It shil.ll be the du~y of sucli commissioners to examine .into the valU& of the lands sought to be condemned, to conduct hearings and 
receive evidence, and generally to take such apfropriate steps as may 
be proper for the determination of the \"alue o the said lnnds sought 
to be condemned, and for such purpose the commU>sioner!j are author· ized to administer ontbs and subpoona wilnellflC.~, which so,id witnesses 
shall receive the same fees as are provided for witnesses in the Fed· 
eral court& The said commissioners sba.ll tberoupon file & report. setting forth their conclusions 88 to the value of the aaid property 
sought tq_ be condemned, making a. separate award and valuation in 
the K~m1ses with respect to GMh sepa.rate paroel involved. Upon tlie · ,g of such award in court. the clerk of said court shall give 
notice of the filing of such ~ward to the parties w said p~g. in 
manner and form u dirocted by the jud~ of said court. 

Either or both parties may file exceptions w the award of said 
J:Oilllllissioners within twenty days from the date of the filing of said 
a.wo.rd in cour~. Exccptions1ilcd to such award sh&J.l be beard before 
three Federal district JU~es unless the parties, in writing, in personl or by their attorneys, st1pulate that the exceptions me.7 be hearo 
before a. lesser nwnlier of ]Ud~ On such hearing such ]Ud~ sba.ll 
pa.ss de novo upon tho proc:OOdings had before the comnu.asioners, 
may view tho property, and may W<e additional evidooce. Upon snclt hearings tlie sr.id JUdges shall Ble their own award, Bxing therein 
the v&lue of the property sought w be condemned, regardless of the 
award previously made by the said commissioners. 

At a.ny time within thirty days from the filing, of the decision of 
tho district judges upon the hearing on exooptiona w the awa.rd 
ma.de by the commislioners1, eitl1er party may appeal from such deci· sion of tho said judges w tile circuit court of appeals, and the said 
circuit oourt of e.ppeals shall upon the hearing on said appeal ~ 
of the same upon the record, w1thout regard to the awards or findmgs 
th~retofnro ma.d.e by the conunisaioners or tho district judges, and such cireuit court of appculs shall thereupon fix the value of the sa in 
propert.y sought w be condemned. 

UJ1<!n a.ceeptance of on anrd by the owner of any property henin 
proVIded to be appropriated, lllld the payment of the money awarded 
or upon the f&ilure of either p11rty to file exceptions to the award of the commissioners within Ute time speeified, or upon tho a.ward of 
tho commissionera, and the payment of the money by the United States pursuant thereto, or tho payment of the money awarded inoo 
the reg1stry of the court. by the Corporation the tiUo w uid _prop· crty and tlie right to the possession thereof s\rall pass to the United 

.. . 
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States,. e.nd the t1nlted States sh&ll be entitled to a. writ in tho aamo 'prooeedint!l to di.~ the fOl'IDer owner of a&id property, and all I~ agents, and e.ttomeys of such former O'IVtler, and to put the • United S"lat4lol, by ita corporate creature and agent, the Corpor&tion, 
into poaaeesion of said property. 

In the event of any property owned in whole or in part by minors< or insane persons~ or incompetent persoll!!, or estates of deceasea 
,persons, then the tega.l repreuentativea of such minors, inaane per· 
HODS, incompetent persons, or estates •h&ll have power, by and with tho consent and approval of the trial judge in whosu t.•mrt •ail) 
matter is for determination, to coneent to <:>r reject the nwa~rds of 
the commi'!Sioners herein p1·ovidcd for, and in tho event thnt there 
be no legal representatives, or that the legal representativl'< for 
>uch minors, insane pereons, or incompetent penons shall fuil or decline to act

1 
then such tri&l judga may, upon motion, appoint a 

11\lardlan ad hlem w act for such minors, insane persons, or ineom· 
J>etent persons, and such guardian ad I item shall act to the full extent 
and to the samo purpose and effect 88 hls ward cotild act, if com. 
petent, and suclt guardian ad litem ahaU be deemed to !lave full power and authonty to respond, to conduct, or to maintain any 
proceeding herein pro•ided £or &lfeeting his eaid ward. 

Soo. 26: Commencing July 1, 1036 tbe proceeds fot each f\,;cal yenr derived by the board from the s:Je of power or any other prod· 
ucts manufactured by the Corporation, and from any other activities 
of the Corporation including the disposition of e.ny re&l or JlCrsonal 
property, shall be paid into the Treasury of the United States at the end of each e&lendar year, save and except such p!lrt of such 
proceeds as in the opinion of tbe board shall be nece£Snry fo1· the 
Corporatiop in the operation of dams and reservoirs, in conducti:n:t its business in generating, transmitting, and distnbuting electric 
('Dergy and in DWlufa.cturing, aelling, and distributing fertilizer 
nnd Tertilizcr ingredients. A continu1ng fund of $1,000,000 is &!so 
excepted !rom tlia.requirements of thla section a.nd ma.y be withheld 
by the board to defral. emergency expenses and to insure continuous operation: P'T'ovided l'hat nOthiilg in this aection ah&ll be construed 
t.o prevent tho use by the board, after June 30, 1986, of proceeds 
accruing prior to July 1, 1936, for the payment of obligations la.w· 
fully incurred prior w such la.tter date. 

Sw. 26a. The unified developmoot and regulation of the Tennesowe 
River s:rstem requires that no dam, 1Lppurtenllllt works, or other 
obetructton affecting navigation, flood control, or public lands or 
reservations shall oo constructed, and thereafter operated or main· 
t.ained across, along, or in the said river or an'/ of its tributaries until plans for such construction, operatio~1 an maintenance sb&ll 
have been submitted to and approved by Ule beard; and the con· 

><1 ruction, commencement of construction, operatioo, or maintenllllce of such structures without sneh approval is hereby prohibited, 
When such plans shall have been approved, deviation therefrom 
either before or after completion of such structnres Ia prohibited 
unless the modification of such plans has ,previously been submitted 
to &nd approved by the board. 

In the event the board ahall, within sixty daya after their formal 
!lllbmission to the beard, fail to approve any plans or modifications, 
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as the case may be, for construction, operation, or maintenance of 
any such structures on the Little Tennessee River, the above require­
ments shall be deemed satisfied, if upon application to the Secretary 
of War, with due notice to the Corporation, and hearing thereon,~ 
such plans or modifications are approved by the said SeCretary OJ: 
War as reasonably adequate and effective for the unified develop· 
ment and regulation of the Tennessee R iver system. . 

Such construction, commencement of constructio.n1 operation, or 
maintenance of any structures or parts thereof in vtolation of the 
provisions of this section may be prevented, and the removal or 
discontinuation thereof required by the injunction or order of any 
district court exercising jurisdiction in auy district in which such 
~tructures or l'arts thereof may be situated, nnc.l the Corporation is 
hereby authorized to brin~ appropriate p roceedings to this end. 

The requirements of th1s section shall not be construed to be a 
sub~titl,lte for the requirements of any other law of the United 
States or of any Stste, now in etteot or hereafter enacted, but shall 
be in addition thereto, so thnt any approval, license, permit, or other 
sanction now or hereafter required by the provisions of any such 
law for the construction, operation, or maintenance of any structures 
whatever, except such as may be constructed, operated, or main­
tained by the Corporation, shall be required, notwithstanding the 
provisions of this section. 

SBO. ,27, All appropriations necessary to carry out the provisions 
of this Act are hereby authorized. 

Sro. 28. That all Acts or parts of Acts in conflict herewith are 
hereby repealed, so far as they attect the operations contemplated by 
this Act. 

S11c. 29. The right to alter, amend, or repeal this Act is hereby 
expresaly declared and reserved, but no such amendment or repeal 
shall operate to impair the obligation of any contract made by said 
Corporation tmder any power conferred by this Act, 

Sro. 80.• The sections of this Act are hereby declared to be sep&l'· 
able, and in the event any one or more sections of this Act be held to 
be unconstitutional, the same shall not attect the validity of other sec­
tions of this Act. 

SEo. 81. This Act shall be liberally con.stx:ued to carry out the pur­
poses of Congress to provide fot· the disposition of and make needful 
rules nnd regulations respecting Government p1-operties entrusted 
to the Authority, provide for the national defense, improve naviga­
tion, contt·ol de8tructive floods, and promote interstate commerce and 
the general welfare, but no real estate shall be held except what is 
necessary in bhe opinion of the board to carry out plans and projects 
actually decided upon requiring the use of such land: Prwided, 
That anY. land purchased by the Authority and not Jtecessary to carry 
out plans nntl projects actually decided upon shall be sold by the 
Authol'ity ns agent of the Unitetl States, after due advertisement, at 
public auction to the highest bidder, or at private. sale ns provided in 
section 4 (k) of this A ct. 

' Section lG of tho awcndAtorhl' A,t provldel at tollowe: 
"Tha t tbe eeeUooe oc t 11 Aet Ill'<! hereby dectar:OO to be ooparat~le, aod lo tb& 

eveut or any on.e or mor·~ Hect lon" or tbl• Act, or t)lt h~ thert10f be b•ld to be 
uneonstltutlooal, ouct• t,uttltng • I oil not a treet tbe •·•H~Ity ot oiber -tlono or 
pnrl~ of this Act.'' 

U, t , toUU MUf P•iMWit orriCC f lUI 

• 
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'fDDB8KI V~ AO'DIOIU'l'!' 

Memorandum troa ~thar Korsan: 

1'0 H. A. llorr.: 
David Lil enthal 

PSF: TV~ 

' 
I should like to brios up agaiD the question of a poliCJ in 

resard to the generation and distribution of power. Our present courae, 
in the lack or a declared policy, 1D itself is establishiDs a policJ 
whi ch may not be ~asily reversed. !he time to meet the si,aation ahould 
not be further postponed. It we del&J mu~ longer, the temper or 'he , 
situation may be so set as to make revision impossible. 

The fo l lowing I hold to be the chief functions ot power genera­
tion and transmission by the Tennessee Valley Authority: 

l . To promote the orderly and well proportioned development or the 
economic and social resources or the Tennessee River area, including the 
generation and transmission or power, as a beginning and as a laboratory 
or planned development. 

2 . To provide ~a 14rdstick• by which to measure the relative effect­
iveness and economy ot public and private ownership and operation in the 
power field. 

The first or these purposes is stated 1n the law. The second is 
part or the prograa or President Roosevelt, and under all the circumstances 
h.is program and policy are relevant to the situation. The aim 1a not to 
begin a contest tor the general substitution throughout the southern statea 
ot public tor privat' operation at th~ present time. 

A power system, l ike a railroad or a telephone system, is in s~e 
respects a natural monopoly. The Interstate Commerce Commission will 
properly discourage the build.ing or a new railroad in a region already 
adequately served . To bu.ild two paralleling and competitive power ayst ... 
in a region is an economic waste, it the •yardstick" .idea oa.n find ex­
pression otherwise . !he private utilities compete with each other in 
occupying virgin terri tory, or in acquiring independent systems , but they 
very properly retrain trom paralleling each others lines and trom compet ing 
tor the same customers in the same area. Only technical difficulties ot 
tranam1sa1on and interconnection prevent the power aystams ot the country 
trom gradually becoming in ettect a single monopoly like the Bell Telephone 
System. · 

(Only inexpertness and inefficiency in government can justify any 
such public service monopoly as a great power system remaining in private 
ownership. Whether publicly or privately controlled, it is , in etteot, a 
part or the oommon, public lite.) 
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Wor the ~enaeaaee Taller Authority to beat work out a planne4 
econo-r with reference to power in it~ area it ahould hawe o mon~oly of 
generation and \ranamiasion in that area. (If the technical ditficultiea 
of transmission can be so eliminated that tr&Jlalliuion linea can becou 
common carriers, then \ransa1aa1on linea oan receiTe power from any awail­
able souree on an equitable baaia, and generation need not be a monopoly. 
~e priTate utilities hawe recognized this in being willing tor the goTern­
ment to generate power it it did not transmit or distribute power.) 

If the Tennessee Valley Authority must establish itself by par­
alleling the lines ot priYate companies, aerying some municipalities along 
a transmission line, and missing others, then there Will be great duplica­
tion ot plant and personnel , and grea t waste. The cost ot generation and 
transmissio~ tor the Tennesaee Val.ley Author! ty may be higher than in a 
territory ser.ed by a single system, and the comparison ot public and pri­
vate ownership Will be unfair to public ownerahip. Only by having a sub­
stantial monopoly ot a territory, as the private utilities do, can a fair 
oomparison be bad. 

7rom tbe standpoint ot a planned deTelopment ot the Tennessee 
Valley Authority territory in all respects, the same considerations hold 
good. This territory can be seryed beat by a single system ot transmission 
such as characterizes other areas . It the Tennessee Valley Authority area 
mu.st experience the warfare ot the duplication ot facilities and personnel, 
With the bard feeling and bitterness and other unfavorable developments 
tbat would accompal11' such warfare, then the ~enneaaee Valley Authority tor 
a consi derable period will be less effective, and will be less representa­
tive ot what economic planning oan accomplia~. (It such strife ia inevi­
table, then econo~ic planning should nevertheless proceed aa bast it a .. , 
t or disturbance must sometimes preoe~e progress . ) 

• • Furthermore, I believe that the Tenneaaee Valley Authority has a 
responsibilit y to tlloae who in good faith have innsted in t he seouritiea 
ot the private utilities. No unnecessary lossea should be incurred by the 
sheer waste'ot a struggle tor territory , it that can reasonably be avoided . 
A large proportion ot those who protested aga1nat t he ~ennessee Valley 
Author! ty act in congress, and in favor ot the .&.labama Power Company, were 
widows or orphans . I do not know whether the .&.labama Power Compan.y spec­
ialized 1n Widows and orphana in distributing its preferred stock, or 
whether it keeps a separate l i st ot Widow and orphan investors to circular­
ize when it wants to hide behind this class ot inTes tors . In any case, 
t hese people inyested in good faith. ~o whatever extent they invested in 
watered stock they should take their losses, unless the banking fi rms that 
control these companies can be made to realize t hei r peculiar responsibility, 
can be brought to protect auch investors. 

However, so tar as these inveatments represent legitimate expen­
ditures, they should not be Jeo~ardized by any action or attitude or ~he 
~enneasee Valley Authority in bringing on unnecessary duplication ot facil­
ities, it public operat ion oan be established without suoh duplication. 

• 
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In m, opinion, the policy ot the ~DDessee Talley ~uthority with raterence to ~ower should be as follows: 

1. Our board should approach t he management ot the Qamaonwealth aD4 Southern Co., which controls t he J.lab&ll& Power Co., 'rhe 'fenneaaee Pcaer Co., and the Georgia Power Co., an4 should su&~est that a diYiaion ot tsrritorr be made, the ~nnessee Talley Authority t o have entire Jurisdiction in ita territory , on condit ion that i t will not compete outside i ta territory. Similar agreements can be proposed to the tew other ~rivate co~panies at­t ected. 'fhe Tennessee Valley ~uthority area t or power distr ibution cannot exact ly coinci de with t he drainage area ot the Tennessee River, but oan largely cover the same ar ea. In order to have a fair ~ardstiok~ t or com­parison or costs i t is ~robable that one large city should be i ncluled in the Tennessee Vall ey ~uthority area . Large cities now in the distribution area ot the Commonwealth and Southern Co . ar e Atlanta and Birmingham. Ot her large cities in reach are Memphis , Louisville, Cincinnati, and Pitts­burgh . It these cities should know that t he Tennessee Valley Authcrity would tor the time being t ake on one or t hem and no more , i t is pr obable that one ot them would decide to establish a municipally owned distribu­tion system, since some or them now contemplate such a step. 
2 . Such a distri bution or territory should run tor a limited period say t ive or ten years . Prior to the end or t hat period there should be a recoiUiidera tion ot the situation. It government o~eration is proYlng more economical and satisfactory, its r ange should increase . It, all things considered, private operation is more sati sfactory , t hen an extension ot government operation would not be i ndicated. It government operation shoul tail to compete successfully t or a l ong period, say twenty-fiye yea.rs, i t probably should be given up . 

3. In taking over privately owned systems , t he price paid should be on some such basis as the following : 

a. The reproduction cost or equivalent present value should be paid, material and l abor costs being esti mated on a basi s of average costa and wages f or a cons iderable period , say July 1, 1923 to July l , 1933· b . Some percentage should be added to this t or the cost of over­head and legitimate development expense . 
c . There might be some ot her legit lmate charges, or some modifi­cation ot t hese , which would be approved by a board of disinterested accountants and economists who should make the ap~raisal. 

4• As to municipal distribution systems , t hey might be taken over by the munioi~&lities , or they might be run by t heir present owners until they coul d be taken over, or t hey might i n apecial oases be taken over by the Tennessee Val ley ~uthority with the eama sort of appraisal. 
5· One element or policy, suggested in my memorandum of July 28, has already been adopted by the board . It ia that t he Tenneaaee Tall ey 

~uthority should oppoee the gran ting ot further lioenaea tor water power to priva te companies ..-&thin the draiuse area of the 'fennessee Rivar, should a cqui re by purchase or condemnation any vested right s now existins i n larse priva te pro j ects in t hat area not yet built, and should endeavor 

• 

• 
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to establish the policy that all water power deYelopment on a larse scale 
and all large soale tranaa.1asion in the i'ell.lleaaee Valley &uthori ty area 
shall be by the i'euesaee Valley uthorUy. O!lly a system ot cona 1derable 
dimensions can tully daaonatrate t he feasibility ot public operation. 

6. .lnother policy suggested in my mllllorandWD ot about llllle 5, and 
reY1ewed in the maaorandum ot .July 28, waa adopted by the board. It 1a 
that the i'ennesaee Valley ~uthority shall sponsor a study to deYelop 
standard acoollllting , statistical and adm1n1strat1Ye a thode tor the 
management or publicly owned utilities, so that better standards oan 
be maintained and better oomparisons made. !his recommendation also 
included the praaotion ot an •Institute of Publicly Owned Utility 
Managers• who would help develop and maintain such standards, and the 
promotion of a research and conaulting start to advise on fiscal, engineer­
ing, legal, and administratiye policy. 

1· With reference to trying to deal with the Commonwealth End 
Southern Company tor exclusive occupation of territory, I believe that 
this should be done very soon tor the following reasons: 

a, It has been President Roosevelt's opinion, expressed to me 
both before the Tennessee Talley Authority bill was enact~d into law, and 
afterward while this matter was under discussion by our board, that the 
Tennessee Valley ~uthority should limit the area ot its activities in 
power tranamission, and should, if feasible , maintain harmonious relations 
with priYate utilities , so that wasteful duplication may be avoided. 

b. The present course, ot d~scussing the sale of power with all 
inquirers, but with no suggestion of policy to the private utilities, is 
equal to a declaration ot war, and tends to result in attitudes which will 
lead to competiti on through duplication of facilities oyer a wide area , 
The present course it persist ed in will surely result in an attitude of 
strife and a.ntagonism. 

8. In case no agreement Qan be r eached with t he Commonwealth and 
Southern Company, t hen the Tennessee Valley Authority should pr ooeed 
vigorously to establish itself 'in the field of power generation and dis­
tribution. There can be no comparison or the relative merit or public 
a.nd private :ponr supply exoept by actual oases, and the loss incident 
to establishing a system of generation and distributi on will be Juatitied 
by the need or having a demonstration, if peaceful means to the same end 
cannot be folllld . 

I tind myself embarrassed in the following manner. ur. Wilkie, 
president of the Commonwealth and Southern CorPoration, asked to aee me 
to discuss our relations. After a discussion with the board I did so, and 
endeavored to limit information or commitment to points asreed upon in 
that discussion with the board. I told Mr. Wilkie that it would be the 
policy ot our board to endeavor to work out some harmonious arrangement 
with the Tennessee Power Company, which would protect the interests of 
the Tennessee Valley Authority. I told him that we should undertake to 
deal directly and in a straight forward manner with him, and to find 
some common ground for procedure , on the assumption that the Tennessee 
Valley Authority will generate and tranamit power. I told him that in 
oase of misunderstandings we should take them up directly and at first 
band. 

• 

I 
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Our preaen' oouree l .. da to unoertaintr, aiagiYiag, and 

perplexity on the part ot the C-oawealtb and SOu~erll Co. 'l'b.e pro­
posal that we trr tosether to work out a prosra 1a no' beiD& tollo'ftd 
up. I aa put in a poaltioa or eitber baYillS made talae representations, 
or ot haYillS been irresponsible. I oouaider it neoeaaary 'ba t 
Mr. Wilkie ~deratand that I was aoting i n good faith, and ao I propose 
to send hi.a the following letter, Wlless there an sood reasons tor 
ay not doing so: 

Dear Mr. l'ilkie: 

At the time ot our conversation in June I e~ressed the hope 
that the Tennessee Valley Authority ~d the Commonwealth and Southern 
Company could work out a program that would result i n the Tennessee 
Valley Authority exercising the function ot senerating and distributing 
power, under conditions that would be understood and recognized by both 
parties . 

The Tennessee Valley Authority is in process ot working out 
its policies with reference to power , and has not yet completed the 
formulation ot a policy. In order to facilitate the work of the 
Authority, it bas been round desirable to a ssisn the .arious functl ona 
among the directors, though policies are to be decided by the board 
as a whole. The execution ot policies with reference to power have 
been assigned to Mr. David Lilienthal, and I suggest that you get in 
touch with him in reterenoe to relations ot your company with the 
Tennessee Valley Authority. In case you desire, meetinss can also be 
arranged with the board as a whole. 

Sinoerely yours, 

Arthur B. Morgan, 
Chairman ot the Board 

In conclusion, I believe that postponement ot the formula­
tion ot a policy with reference to power, and a continuance ot present 
methode ot appr oaching municipalities who consider purchasins power 
trom the Authority, is in etrect t he establishment ot a policy , one 
that is contrary to that wbioh the administration had in mind i n 
promoting the i'ennessee Valley Authority bill in congress , and one that 

.may be contrary to the interests ot the Tennessee Valley Authority . 

AEM:EL 
8-14-33 

' 

Arthur B. Morgan. 
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Bon. Arthur B. Morpn, Cbaiman, 
Tennessee Talley Authority, 
Interior Building, 
Washington, D. c. 
Dear Chairman Worsan: 

e. 
July 21, 1933 

I have received your pencil note "on the distribution 
ot power." I welcome this e%pressio~ or your views: the best way 
tor the ~uthorlty to develop a s bund policy on power is throush 
the tranlc exchanse or views between the directors and rtth others 
directly concerned. 

In the tirst sessi on or the Board or the Authority, on 
lune 16th, you will recall that you advised the Board or the re-
ceipt or a l etter trom Mr. 'endell L. Wilkie, President or the Common­
wealth and Southern Corporation, 1n which be sussested the desirability 
ot a conter eno'e between hi1118elt and the Authority, to discuss proble1118 
in whi ch both are intere s ted. At that time you s~ated that we should 
seek to cooper ate with the private utilities operating in the area 
atrected by your jurisdiction, that we should lay betore them our views 
and plans as they develop , and 1n other ways deal with them in an open 
and frank manner , with the understanding t hat . they would deal with us 
i n the same spirit. You pointed out t hat in this way we might avoid 
ill will , and work out the policy ot Congress without the unpleasant ness 
and perhaps without the economic waste which might r esult trom some 
other policy ot dealing . You requested the Board tor authority to state 
t o Mr. Wilkie, in your conference with him, that such was our policy. 
Uter an excbanse ot views between us it was the sense or the Bal. rd 
t hat in your conterenoes with Mr. Wilkie t he Board was not t o be committed 
to any policy. You have furnished us a copy ot your statement ot what 
occurred a t your New York meeting with Mr . Wilkie. 

At a subsequent board meeting you proposed tha t we intorm the 
Commonweal th and Southern Corporation that t he Authority would retrain 
t rom seeking a market t or our power except in a certain detined and 
agreed area, to which .. wo~d oontine ourselves, and t rom which pri­
vate companies would be excluded. It was your view t hat such a policy 
wo~d avoid unpleasantnes s and i ll will , and m1him1ze wasteful com­
petitive activity . To carry out sue~ a suggested policy you stated 
that it would be ·necessary that we de'iline t o enter i nto negotiations 
with municipalities i nterested in securing power trom Muscle Shoals , 
until an arr angement could be worked out with the private utilities 
t or such a division or territory. It was my position on thi s proposal 
that in any e.vent it was premature, because 1!'8 had not had a survey 
made ot our available market ; that until we had the facts in our 
possession we should make no commitments at all about our market . 
There was , I believe, an asreement by the Board to this position. 
Since that time , with the assistance ot Mr. Evans, I have been trying 
to ga t her data on that market situation, a nd on t he lesal problema 
i nvolved, which will be supplemented by a visit to certain cities in 
t he territory immediately adjacent to the Wilson Dam. 

• 
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~ queation of the Boar4•a power peliOJ waa asain ra1ae4 
on July 12th a t a meetias of the board, at whioh Mr. B. A. Korsan waa 
not preaent , throUSh the medium of a letter wbich you ausseated aend­
ins to Mr. Wilkie. In thia proposed letter you wrot e aa followa: 

"When 1 talked with you reoentlJ, we each assured 
t he other that we would try to reach a friendly 
asreement and endeavor to find aom.e baais tor 
relati ons other than an uneconomical conteat tor 
poaLtion. 1 assured you t~t the Tennessee Valley 
Authority asreed it would not adopt a policy with 
reference to distributing ~ower without a aincere 
effort t o that end. We have therefor e not taken 
any steps to s ecure customers tor Muscle Shoals 
power . When inquiries ~ave bee~ made, we have 
replied t hat we would look into t he matter. We 
have not visited a sinsle locality to discuss the 
sale ot power , nor have we invited anyone to come 
to see us tor that p~ose." 

This pro~osed letter raised the same questi on ot policy , 
a.nd af ter a most courteous consideration or my views, you were con­
siderate enoush of my position to change the text or this letter 10 
that the Authority was lett en~~rely tree to f ormulate a poli cy on 
t his question without commitments or any kind. 

I have reviewed the high points ot our interchanse of viewa 
on our power policy so as t o bring us to your penciled memorandum, 
Which raises the question anew . 

With your obJective, a s therein stated, I am in hearty accord , 
ttlat is , t hat there should , lt at all possi ble , be no duJ>lication ot 
facilities. The wa stefulness of such a pr ocedure has long sicce been 
made evident. 

You propose that we "ask the util i ties to cooperate with ua 
in transfe rring" a territory to us which we are then to serve exclus­
ively; "that unt il that matter (ot a t ransfer ) is set tled or has had 
fair opportunity to be settled we should not go i nto the market tor 
contracts ." Such an interin agreement with the private utilities 
would necessarily mean that we would not be tree to deal directly 
with munici palities and other non-profit organizations desiring to 
purchase power trom us (except perhaps the tri- cities near Wilson Dam) . 
I must repeat my deeply-felt disagreement with such a policy and such 
a procedure. 

I am convi nced , after t he moat prayerful r econsideration 
ot the entire subJect, that any such commitment would Jeopardize the 
program which Congress has di r ected us to carry out . The policy 
susgested presupposes that with inadequate information a.nd therefore 
limited foresigh t we can pr operly agree to oon.tine ourselves even tor 
a term or year s to an area selected by agreement with the utilities. 
That commit ment, I venture to prophesy, we would soon tind would hamper 
ua 1n carrying out our l egal duties and the policy of Congress, and 
might not tit into the other objeotives defined by the l aw. 
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I should Yery aaoh prefer that we proeeed sarefullJ fmea 

one poiat to another, teeliq our 1lllJ aa we &0 along aotu1riq _.e 
tntoraat1on about the territory, our other obJeotlYea, eto., ratber 
t han attemptiDC at the outset to toraulate a polioy wnicb inTolves 
the making of far-reaching caEnitaenta the conaequenoea of which we 
oannot foresee. 

Tour memorandum to me suggests the way to the alternative 
policy which I suggest: namely, that we begin as soon as possible to 
serve a few small towns near the Wilson Daal on a more or leas tenta­
thely and eXJ)erimental. rate basis. Spec if oally, I think we should 
consider seriously ser.ing t he cities of Florence , Sheffield and Tus­
cumbia, Alabama, a t an early date. By the time this can be accomplished 
we nll have information and eXJ)ar1ence which will aid ua in determining 
what should be the next step. In taking each step we may well han in 
aind the objective of a particular area in which there will be exclusive 
service by the 4uthority, and also have in mind that we desire areas in 
which we can accomplish the other equally important objeotiYes of the 
Authority, especially t hose relating to the building up of localized 
industry. ror us to make a decision as to where we are going to sell 
our power and where we will retrain from doing ao in the future before 
we have a co~lete co~rehension of how the other interrelated obJec­
tives are going to work out , seems to me a moat dangerous polioy. 
rurthermore, it seems to me UDilecesaary to make any auoh cOllllllitments. 
Ye can, I believe, without such commitment achieve the ends which all 
or us have in min4. 

In short, my view or our policy at this time ia that we 
ahould refrain from making any commitments whatever for the time being. 
I have not troubled you with a discussion of the doubtful legalit7 ot 
any formal agreezunt tor a ditiaion of territory . 

!candor compe·l~ zu to say that I am moat akeptica~ that w 
can hope for genuine •co-operation" with the private utilities which 
would involve a voluntary r elinquishment by them or part or territory 
they now serve exclusively. NeYertheless , aa apec.itic situations 
arise you may be sure that I will make every effort to reaoh conclusions · · 
with the prha.te utilities which will be fair and rpaaonable, aa I 
often haye been able to do in the past. But to preaiee our power 
policy at this time on the willingness of th• privately owned utilities 
t o work with us , seems to me to be rutantng counter to every reasonable 
expectation under the ciroumstanoes, and wha t is Ya atly more important, 
to expose the work of the hority to the graYest hazards. 1 

I want get as much light on this questi on aa I can, ~d to 
keep my mind n on it. I am oal~ing on Senator Norris (who ia 
vacationin in Wisconsin) shortly, and will sound out hia views on the 
matter, sine~ he is the legislati~e rather or t he power policy in ouz 
law. It may be wise to confer with a few other tizu-tried men and set 
the benefit or their Yiewa on this issue. 

': 
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I epeat a sood deal ot time with KYana betore l eaTing 7aahingtoR. 
and aa working on data now that will~ it possible tor us to make some 
report to the Board soon as to power distribution near Wilson Dam and 
in that part ot the territor,. I aa expecting to spend seTeral daya in 
llabaaa with .Inns to detel'll.ine the taota in thh mauer, and repcrt to 
you and Mr. B. A. Morgan. 

J'ai thtully yours, 

DAVID E. L:tLIENTHAL 
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Mr. Liliuth&l -

Kay I ezpr .. a ~aelt 1'ur~er Oil the matter ot diatribut1q 
~ower. · I think we ahould treat legitimate ~ower development aa an 
honorable aDd desirable aotiTity, and that we should not unneoeaaarily 
atisulate any competitive actiTity which will destroy 1nveated valuea. 
Moreover, I think ~at we ahould assume reasonable .. aa, tair play and 
good will on the part ot the utilities unle ss experience in our own 
relations wi~h them demonstrates the contrary. --- ---

I believe we should outl ine an area in which we should like 
to take on the seneration and transmission ot power, and then ask the 
utilities to cooperate with us in transferrin& that territory to ua 
on fair terms. Until that is done I believe it ia unwise tor us to 
engage to supply power , except as in the case ot towns adieinins 
Muscle Shoals, the area would unquestionably be included n any such 
area taken over. 

In order not to lose time I think t hat t he working out ot 
such a.n area should be one ot our very first undertakings. Ye ehould 
not agree to permanently stay out ot any area, but I think that with 
a reasonable area t o serve we ahould asree t o stay out ot other areas 
tor a reasonable period . ~o do otherwise would probably result in 
a very wasteful torm ot competition. 

It .-y be t hat the utilities will retuae to relinquish aQJ 
territory, or what is more likely, t hey may prooraatinate so that we 
ahall be obliged to break relatione while t be utilities take an 
attitude ot injured innocence . Nevertheless I think we should un4er­
take in good faith to ask them to turn over an area to ua on fair term., 
and that until t hat matter i s settled or has had tair opportunity to 
ba settled, we should not go into the 1118rket tor contra cts. 

I am anxious that we move quickly in presenting a propoaal 
to the utilities. I recognize the dittioulty ot antagonizing areaa 
wher e we do not otter service, but we oan aupply but a aaall part ot 
t he power needed • 

• 

I 
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"Tho businoss of genornting nnd distributing oloctric porror is n 
public businoss ••••• 

"Tho intorost of tho public in tho widest possible USO of powor 
is superior to nny privato intorost, Whoro tho private intorost nnd 
this public intoroat oonflict, tho publio intorost must provnile•••• "Tho right of n community to own nnd opornto its own olootric 
plnnt is undoninblo, This is one of tho monsuros 'Which tho pooplo 
moy properly tnko to protoct thomsolvos ngninst unronsonnblo rntos , 
Such n courso of notion mny tnko the form of acquiring tho oxist­
i~ plnnt, or sotting up n oompoting plnnt, ns oiroumstnnoos mny dic­
tQto ••••• 

"Tho most :importnnt oonsidorntions nr o tho i'urthoring of tho pub­lio intorost in 11\Aking povror nvnilnblo nt tho lowoet rnto ooneistont 
with sound fina.noinl policy, nnd tho nooomplishmont of tho eooinl 
objootivos 'Whioh low oost powor mnkos poesiblo,,.,, " · 

--- David E. Liliontha.l 
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DEVELOPIIENT ANDIJTILIZATION OF ELECTRICITY 
IN 

TUPELO, MISSISSIPPI 
UNDER 

TENNESSEE VALLEY AUTHORITY POWER PROGRAJ& 

INTRODUCTION 

The City of Tupelo, ~tlssissippi , was the f i rst oity in the Tennessee 

Valley to sign a contract with the Tennessee Valley Authority for supply 

of p~r generated at Muscle Shoals. From the date of initial delivery, 

February 7, 1934, to the present, sales have continuously inor eassd, and 

there has been an evor-widening use of eleotrioity. Tupelo has been the 

subjeot of muoh thought and study on the part of legislators, eoonomista, 

and engineers, beoause performance in Tupelo is taken as illustrat ive of 

the practical oxeoution of the p~r policy and program developed by the 

Tennessee Valley Authority. 

The present stu~ sets forth tho facts and figures of the tremendous 

growth whioh has taken plaoe during tho first five months of operation 1n 

Tupelo . The material of this report was gathered from the books of the 

Tupelo Eleotrio Department and from statistical rooords of the Tennouee 

Valley Authority. 

UNPARALLELED GRCWITH 

Results for tho first five months of operation of the elootrio buei-

ness under tho low TVA rates disclose an accelerat ion in growth within a 
•' 

short poriod of time without parallel in the history of tho industry. The 



• 

• 

., 

extent of this growth is ahotm in Chart No, II and Table No, II. In llnroh, 

1934, immediately after tho introduction of low TVA rates, the average 

residential consumption 'Wall 42 ldlowatt hours per monthJ by July tho aver-. 
o.go. ho.d increased to 70 kilowatt hours , and inoroaso of 6'7%, Cammoroial 

consumption lft).S 268 ldlowutt hours per customer in July ne compo.red with 

183 kilowtltt houro por oustomor in Unroh, an increase of 41% in avorngo 

commorcial ooneUIIIption, Of po.rtioulo.r interest is tha growth in tho 

number of customers , Thora wore added in this brief period tvronty-two 

rosidcntial nnd twonty- oight commercial consumers , To.blo No, II shows 

tho relative growth in consumption in terms of index numbers , sto.rting 

with Mnrch, 1934, o.s tho bo.se month a.t 100. The suocooding numbers indi-

co.te the percentage incroo.se for each month over Mo.roh . 

TUPELO .:C.:.ONTRA==.:.ST=.:B:::;;D !!.!!!! _THE_ UNITED STATES ~ ~ WHOLE 

It is interesting to oampo.ro performance in Tupelo with eenaus figures 

showing o.vernges for tho seven Tennessee Valley states o.nd for tho United 

statos as o. whole . Tnldng tho average residential consumption for tho 

United States as a whole as o.n index, Bo.so 100, it will bo eoon t},lnt in 

MArch Tupelo woa only 82, or 18 under tho average for tho country, By . . 
May, 1934, Tupelo had grown to 94 o.nd by July orosaod tho 100 mo.rk o.nd 

r oached a high of 137, in other words, 3'7% bettor porfornu:moo tho.n tho 

country nt lnrgo. As will bo soon from Chnrt No, III (To.blo No. lii), 

tho Tupelo index for July, 1934, oxooods not only tho index for tho Vn1tod 

States but also tho indices for oneh of tho seven Vnlloy States, 

- 2 -
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TUPELO Pl.ST .olliD PRESE11T ----
Tho phonom.in.o.l growth in Tupelo ocut bo bettor shovm by oontr~sting 

tho oorurumption during this year with consumption ono yoar ngo. ChD.rt 

No . IV o.:rrl Tnblo No. IV illustrllto tho volume of rosidontio.l consumption 

for tho months of March through July, 1933 and 1934. For thio fivo months 

period, tho 1934 rooord vr..s 4'7% llbovo thot of 19330 

CAUSES OF GRffiTTH ---=-
It is woll to rom~bor thot tho vory low rlltos for olootrioity nnnounood 

by tho Tonnossoo Volley Authority on September 14, 1933, hllvo boon tho 

l llrgost contributing fo.otor to tho incronso in business. Tho rllto poli cies 

of tho Tonnossoo Vnlloy Authority nro prodioo.tod upon volume, and o.ll of 

its efforts aro dirootod tcmard socuringDwidor and bottor uso of olootr1oity. 

Tho lO'I't prioo of olootrioity induces customers to mo.ko liboro.l uso of oloc-

trio sorvioos whorovor they aro desired. Eloctr1o sorviooc nro' on tho 

\thole ohoo.por , moro oonvoniont, and moro s::~tisfo.otory 1n tho homo, o.nd 1t 

is only through putting thoso sorvicoo within tho ronoh of tho largo num­

ber of oonsurnors tho.t tho olootric business can justify its oporo.tions . 

Vf1th tho expanding uso of olootrioity, tho costs of gonoration and distri-

bution por unit of onorgy sold o.ro found to docroo.so . In principle, it vms 

nooosoary first to sot forth ro.tos suf:f'ioiontly ohonp o.nd properly dodgnod 

ns to form, in order tho.t oustomors might bo o.blo to uso olootrio powor. 

~on thoso rntos woro mo.do o.vnilllblo to tho public, tho public did not 

hoaito.to to tlllco lldvnnto.go of tho sorvioos o.nd to incroo.oo consumption. 

- 3 -
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Tho spoot~oulnr porf'ormnnoo in Tupelo boars witness to tho soundness ot 

tho "promotionD.l n principle. On tho oost aido it hoa boon found thD.t 

unit oosts hovo mArkedly dooronaod nnd nro woll bolow tho aolling prico. 1 

Tho City of Tupolo is now onrnfng gross rovonuos Which nrc ontiro~y 

ndoqunto to covor nll of' its opornting and fixod costa of sorvioo, na 

woll ns n substnntinl bnlanoo for now construction and for rotiramont of' 

bonds . Chnrt No. V and Tnblo No. V indionto tho npprox~to portions of' 

tho consumer's dollar whioh hnvo boon roquirod for various olamants of' 

sorvioo. As shown in Tnblo V, out of ~1.00 of' rovonuo, 41,:' vms pnid to 

tho Tonnosaoo Vnlloy Authority for -wholosa.lo povror supply, 12,:' v.vl!t to 

other opornting oxponaoa1 8p! wont for t~os to bo pa.id to tho gonoro.l 

oity fund in Tupelo: 2j( wont to bond intoroatJ IU\d 16j( wa.a sot nsido 

I 

for doprooia.tion, oontin~;onoios, a.nd now construction. Thoro r=i nod 2lp! 

of' not income, of' 1vhioh 8¢ ,·till bo pnid to tho City ns a. fnir return upon 

its invostmont 1 and 13.¢ 11ill bo nddod to surplUIJ . It should bo :noted thot 

those f'iguroa nrc npprorlmo.to nnd tontntivo , boinj; bnsod upon five months 

of oporntion. Thoy mo.y, howovor, bo tn.kon as roprosontntivo of f'ig~os 

Tmich Ttill bo dovolopod for a. full accounting period when sufficient time 

has ola.psod. Toblo V prosonts thoso cost .figures in mills por ld.loWiltt 

hour sold. On this bnsic, tho nvorogo selling prioo 1~ found to bo 16 

mills, of' which 12 . 6 mills roprosonts tota.l ooct of distribution exclusive 

of not income, nnd 3. 4 mills roprosonts not inoamo . Tho olootrio business 

1n Tupelo is now boing oporntod on o. f'innnoia.lJ.y sound 'onsis, nnd o.t tho 

anmo timo is yield~ vory substo.ntio.l savings to tho oonsUI<IOrs of oloo• 

trioity. 
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On Fobl"WU'Y 7, 1934, tho formor rntos wero abolished nnd the TVA r11toe 

put into otfoot. Tho reduction in r11tos oh11rgod to ros1dontitll oonsumore 

ClVOrDgod 66%, to oammoroi11l ooneumors 6~, nnd to industrinl oonsumore 46%o 

Chnrte Nos . I nnd IA (To.blos Nos. I nnd IA) show tho so.vi~s to oonsumore 

fran tho introduction of TVA r ntos. 

Duo to tho low TVA rntos nnd to tho notivit i os of tho Elootrio Homo nnd 

Fnrm Authority, tho snlo ot olootr io npplinnoos hns mounted rnpidly. Within 

tho period from Mny 21 to July 21, thoro wore sold 271 rotrigorntoro, 65 

oloctrio rnngoe, o.nd 16 oloctr ic wntor hontors to rosidonts in Tupolo. Tho 

oporntion of thoso olootrio npplinnoos nlono will incronso tho o.nnuo.l rosi -

dontio.l consumpti on in Tupolo 3501 000 kUowo.tt hours por yonr 0 

CUSTO!iERS, KILOWATT HOURS, ~DO~ 

Tnblo VI prosonts dntn_ on s~~oq for_ tho month o~ Juno, 1934, nooord~ 

to tho tour oustonor groups , rcsidontinl , oommoroinl, industri11l, nnd munioi-

pnl. Chllrt No. VIA nnd Tnblo VIA show the oho.nging oho.rnotor of tho totnl 

snlos ns botwoon groups of oustomors. It will be notod thnt during tho 

tivo month poriod from Yo.rch through July, 1934, r osidontinl consumption 

hos oooountod tor nn ovor- inoronsing portion of tho totnl business , thnt 

oommoroinl consumption hns not ohdngod mntorinlly in rospoot to tho totnl, 

~d thnt industrinl consumption hns nooountod for n smnllor o.nd emollor por­

oontngo of tho totnl , both in kilowo.tt hours nnd in rovonuo. In July, 1934, 

rosidontinl usors roprosontod 74% of tho totnl number of ooneumor s , contri­

buted 2~ of tho r ovonuo, nnd nooountod tor ·20% ot tho kilowo.tt hours sold • 

Similnr rntios nr o givon tor tho othor g~oups of ouotonor s in To.bl o VI'Ao 
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In ordor to dotormino nor o procisoly tho ohnrnotor of tho rosidontial 

loa.d, tho bill~ i'ir;uros wore ola.ssifiod in sovoro.l VID.YB• Ta.blo No. VII 

ahowu tho distribution of con.sumor s a.ooording to ro.to blocks . :U.1 tho oon.­

s\li:IOrs using 60 kilcmo.tt hours or l oss por month wore olo.asod in tho first 

blockJ a.ll of tho consuoor o m:ing moro than 50 but loss tha.n 201 kilowntt . . 
hours por nol'JI;h woro clnssod in tho sooo.nd blook, oto . (Soo Tnblo No. VII. ) 

About 60% of tho custOT.IOrs woro found to belong to tho first blook, 3'7% to 

tho sooond, nnd only 3% in tho third and fourth blocks ooribinod. Of tho 

toto.l ocount of rovonuo oollootod froc residential custOT.Iors, 31% ''ID.O con.-

tr1butcd by cuctonors in tho first blook, 5'7% by tho oust~~rs in tho sooond 

• block, and 1~ by ouotomors in tho third and fourth blocks oOf.lbinod. Cho.rt 

No. VII presents tho distribution of' con.sut10rs nocor ding to rato bloolrs . Tho 

• 

four blocks oro nucborod in tho ardor indioo.tod 1n To.blo No. VII. Tho 

width of oa.oh block roprosonts tho toto.l kil~ID.tt hours uood by oustocors 

fa.lling in such block, nnd tho height of onch block roprosonts tho avora.go 

rnto in oonts por kilOI'ID.tt hour pa.id by rospoctivo custonors . Tho rola.tivo 

aroo.s of tho four blocks to oo.oh other indica.to tho rolo.tivo rovonuos roa.li,od 

fro::~ tho sa.lo of onorgy. 

Chnngos in tho ohora.ctor of rosidontio.l load nay bo soon by contrnot11'111 

tho sizo of tho ouotornors for tho nonths of ~uno, 1934, a.nd Juno,l933. Cho.rt 

No. VIII shown tha.t tho ga.in in tota.l consumption wns roo.lizod by inoroo.sos 

in uso not only on tho po.rt of lo.rgo cons~ors but a.lso on tho pa.rt of snnll 

a.nd mod1uo consunors . Ta.blo No. VIII shows tho nutibor of oustooors in oa.ch 

class !'or tho two nonths. It will bo noted tha.t thoro wo.s nn inoro11so of 



• 

• 

• 

21% in tho IU.IT.lbor of ouotonors using ton or nero ldlowntt houro por nonth, 

o.n inoronso of 62:,( in ou!ltonoro uoing tl·ronty or ooro kilow11tt hours por 

nonth, =d o.n inoronao of 79% in custono.rs us~ thirty or DOr o !dlmmtt 

hours por oonth. Tho Oll!lO otory is t old by t ho tl·ro curves drn\m on Chart 

No. VIIIJ tho upper ourvo r opr ooonts distr ibution for Juno, 1934, c.nd tho ' 

lovmr curve for Juno, 1933, tho vorticnl distnnoo botwoon tho two curves 

roprosonting tho chn.ngo in tho porconto.go of t ho toto.l number of oustonors 

constning ner o than tho nuobor of kll01mtt hours shown nlorl(, tho bnao lino. 

Tho poroontngo distribution of size of ouotonors is to.bulntod in To.blo l!o 0 

VIIU.. It will bo noted tho.t tho incronso in oonsucpti on for tho olc.ss 

has boon uniforo, o.nd that tho total distribution tendo to booooo nor a 

honogonooua under tho s1r.tplo Stnnd.'\l'd TVJJ. RAtos 0 
I • 

In order nero oloo.r l y to present tho vo.rioua fo.otor s of si.!:o, tho r osi­

dontio.l consumoro vroro o.rrnnbod accor ding to s izo into ton groups , (docilos) , 

oo.oh gr oup containing an equal nunbor of oustonoro . Tho firkt docile includes 

tho first ton poroont of tho total numb?r of cust ooors, that is, tho lQ% 

of oustancrs or 6!:1o.lloot sizoJ tho second dooilo includes tho lQ% of oustanors 

noxt to srnllost in sizo, oto., tho tenth dooilo inoludint; tho 10'/. of ot:sto­

oor s of lo.rgost size~ Tho nvoro.go kilOVI:ltt hours por oustor.or in cnoh dooilo 

i s shown in Chart no. IX, nnd tho nvorngo or..a.rgo for olootrioity in each 

dooilo i s shown in Cho.rt No. IXA. It will bo noted in tho lo.ttor thc.t tho 

oustanor s with tho smnlloot nonthly bills pnid tho highest r a.to in cents 

per kil01mtt hour f or onorgy, and oonvoreoly, tho ou~tor.toro vd th tho lar~;ost 

nonthly bills pnid tho lm·rost r o.to por !:ilowo.tt hour0 

- 7 -
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RESIDENTillL SERVICE 

CITY OF TUPELO COUBINATION RATE 
Ilf EFFECT PRIOR TO FEBRU/.RY 'f , 1934J 

0 to 25 KWH G 10¢ 
OVor 25 KWH G ~ 

MIND.IUY MONTHLY BILL - $1 0 00 

AVAIIJU!ILITY 

Tho nbovo rnto wns nvnilnblo for 
r osidoncos only nnd tho custonor oust 
hnvo hnd nn oloctric stovo or rofrig• 
orntor to got thio rnto . Othorwiso 
tho Light Rnto npp1iod. 

. a • 

• 

'!VA STJ'.NDJIRD RESIDENTillL RATE 
IN EFFECT SINCE FEBRUJIRY 7, l934a 

Fir st 50 KWH por Mo. @ Sjt por KWH 
Uoxt 150 " " 11 G 2J/ " " 
}loxt 200 " " " (ll lJ/ " " 
Excose 
Ovor 400 " " 

1ffiiDIUil UOliTHLY BILL 

5 Anporo Motor 
15 " " 
50 " " 

AVAILABLE 

~0.75 
1 .00 
1 . 50 

II 

To nll rosidontinl oustocors nt loonl 
sooondary voltngo oithor 2 wiro or 
3 vrir o sorvioo ns Munioipnl1 ty f.\L\Y 
roquiro. 
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.2!£ RATES ~ ~ .!!! TUPELO 

COMMERCii~ SERVICE 

CITY 011 TUPELO PO\VER RATE IN 
EFFECT PRIOR TO FEBRU.\.RY 7, 1934a 

0 to 100 
100 to 200 
200 to 400 
Ovor 400 

KWH® 101 
" @ 8¢ 
" ~ 61 
n @) 4¢ 

UINDitlld J.!Ol!THLY BILL 

$1.00 o.llovring 10 Kl'iH 

J..VJ\IIJ,BLE 

To oo~ro1o.1 oustooers , 

TVJ, &\SIC COMMERCIAL RATE Ill 
EFFECT SilfCE FEBRUARY 7, 1934a 

First 250 KWH por Mo . ~ 3¢ por KWH 
Noxt 750 n Ill Ill ~ 2¢ II II 

Noxt 1000 n " n 8 It " n 

Exooas 
Ovor 2000 " n " ~ Oo81 " " 

J:!IND(t]M LiONTHLY BILL 

5 ..lnpore Uotor 50 JmH $1. 00 
15 " " 66 2/5 " $2. 00 
50 " " 100 11 $3o00 

To o~oroio.1 custooors taking oorvioo 
fran tho J.!unioipality 1 s seoon<Ulry oyst()l:l0 

DIWELOPMEliT!IL SURCIIJ'.RGE 

Basic ro.to subject to o. 10% Suroho.rgo 

,, 
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TABLE II -
£!!! llONTHS GRCMTH ,!! RESIDENTIAL ~ CClMIAEROIAL CONSUUPTION 

MARCH, 1934 - JULY, 1934 

TUPELO, KISSISSIPPI 

March Aprilt Mer Juno 

RESIDENTIAL 

Nuobor of Cuatonors · . 974 • 974 . 974 984 
Tot111 Consumption (KWH) 41, 100 44, 100 47,100 59, 900 

Avoro.ge KWH por Cuat01:10r 42 45 ,48 61 . 
Growth Index (M11roh • 100) 

TotQ1 Conoucption 100 107 116 146 
lls11n Cono~.~:~ption 100 107 114 145 

COM!.IERCIAL 

Nuobor of Custaoora . 321 ' 333 ' 346 344 
Tot11l Conouoption (KWH) 58, 700 65, 400 72 ,~00 84, 300 

AvorQgo KWH per Cuataoor 183 197 209 245 

Growth Indox (Mnroh a 100) 
TotQl Conoucption 100 112 123 143 
Mo11n Conounption 100 108 114 134 

• Roviood to QOoount for oh~o in billing dQtooo 

- 10 -

July 

. 998 
69, 600 

70 

170 
167 

' 349 
89, 900 

268 

153 
111 
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.-TAB...-.,.LR.._ !!! 

COliPARISON .2!: TUPBLO, UISSISSIPPI 

WITH THE STATES IN THE TEliNESSEI3 VALLEY -- --

Roa1dont1nl Conausgtion por Custo~r Indox 

Indox of 
KITH por Cuataoor 

(Poreont Rol~t1voo) 

Unitod st~too no ~ IYholo (1932) 

StntOS I 

Kontuoey 
To:rmoasoo 
M1srs1aa1ppi 
}IOrth Cuolln.o. 
V1rg1n1~ 
Alnbaiu>. 
Goorgia 

Tupolo - Mareh, 1933 

Tupelo - Maroh~ 1934 
Tupolo - April, 1934 
Tupelo - Kay, · 1934 
Tupelo - Juno, 1934 
Tupolo - July, 1934 

100 

83 
98 

105 
108 
112 
114 
123 

73 

82 
BB 
94 

120 
137 

Souree1 Conaua of E1ootrieal Induotrioa - 1932 
u. s. Dopartmont of Co~oree 

Buroau of tho Conaus 

- 11 -
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TABLE Ii 

1 I I 

TUPELO RESID~niAL CONSUMPTION 

PAST AND PRESENT 
__ ......, __ __ 

Total 6 ldos • 261, 800 177, 800 84, 000 47. 24 

• - 12 -
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TABLE V 

f.NALYSIS ~ .::D.:;.I ;:;,;STRI==.BUT::.:::I.:;.Ol:l;;. COSTS 

I tom 

Cost ot Powor Purohasod 
othor Operating Coots 

Diroot Exponso 

TUPELO, MISSISSIPPI 

!2!l!! ;;.~;;.;ON;.;.;T;;;H-.S OPERATION 

MARCH - JUNE 1934 --

Per oont ot Rovonuos • 

41~3 
11.7 

63. 0 

Doprooiation, Novr Construotion 
and Contingonoios 15. 9 

Intoroot o.nd Rodotlption 1;7 
Ta.xos 8. 2 

Total Exponso 78o8 

Not Ino 01:10 21;-2 
Loss Equity Return to City 7~ 
Not Addition to Surplus 13. 6 

!.!ills 

• Rovonuos t or period 
.. KWH Salos t or per iod 

$23, 708.78 
1,600, 693 

- 13 -

por KWH Sold .. 

6~6 
1 . 9 

8o6 

2o6 
0~ 
l o3 

12. 6 

s ;4 
l o2 
2. 2 
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TABLE VI 

CUSTOMERS, KILCWIAT'l' HOURS, ~ ~LLJ\RS 

TUPELO, YISSISSIPPI 

MO:t.'TH OF JUNE, 1934 ---

Ros1donti~1 Caoooroi~1 Industri~l Munioip~1 Tot~l 

Nuc.bor ot CustODOrs 984 344 7 2 1,337 

Rovonuo (Do11~rs) $1, 572 $2,225 $2, 226 $507 $6, 530 . • Cons lmpti on ( K\'IH) 59, 909 84, 302 211, 849 ll6, 390 102, 450 

Avorago IG'IR por Custonor 60. 9 245 30, 300 23, 195 301 , 

Avorngo Rovonuo por Custooor $1. 60 $6.47 $317 $253 $4.SB 

Avorago RD.to por Xi'IH 2o62i 2 . 64.-¢ l.05i 1. 09i 1. 621 
• 

- 14 -
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.;;.TABIB=-. .!!::! 

ANALYSIS OF TOTAL SJ,LES TO CONSUMERS 

TUPELO, MISSISSIPPI 

UESIDmlTIAL COlll£ERCif.L INDUSTRIAL 
1Lotun1 Poroont f.otuo.1 Por oont 1Lotua1 l'oroont Toto.l• 

MIIRCH 1934 
• 

Nunbor of Cuatonors . 974 74; 8 "321 24. 6 8 0. 6 1;303 
Consunption KWH 41;100 12~3 58j 700 17~7 232; 700 70. 0 332, 500 
Rovonuo Do1lllro e1, 2oo 22. 3 $1, 752 32. 6 ~2,420 45.1 $5, 372 

APRIL 1934 

• lluobor of Custo::tor s . 974 7'.ol "333 25o3 8 o. 6 1;515 
Consunption Kl'iH 44; 100 13~0 65; 400 19~3 25o;ooo 67. 7 339, 500 
Rovonuo Dollo.rs ~1,265 22. 7 01,~ 34. 2 \12 , 392 1.3 . 1 $5, 561 

!.!AY 1934 - -
Nucbor of Custo::tors . 974 73;5 345 26.0 7 o. s 1, 326 
ConsUDption KWH 1.7;100 H ;8 12i200 22. 7 199;000 62. 5 318;300 
Rovonuo Dollo.r s 01, 329 23. 9 $2, 042 36 .7 32, 188 39. 4 05, 559 

JUNE 1934 - -
Numbor of Cu~tonors . 984 73 . 8 344 25. 7 7 o. 5 1, 335 
Consumption KWH 59;900 16. a 84, 300 23. 7 211, 849 61>. 6 366, 049 
Rovonuo Dollars 01, 672 26. 2 {)2, 225 36. 9 02,226 36 . 9 $G, 023 

~~ 

Number of Customers . 996 73. 7 349 26. 8 7 o. s 1, 352 
Consumption KWH 69, 600 19.1 89, 900 2-<l. 6 205;600 66 . 3 565;100 
Rovonuo Dollllrs ~1,764 27 .8 02, 321 36. 6 02, 258 35. 6 CS, 313 

• • Exolusivo of Mun1oipn1 Usos 

- 15 -
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DISTRIBUTIO~! OF CONSUYERS ACCORDING TO RATE BLOCKS - --~---
RESIDENTIAL CONSUMPTI ON 

TUPELO, MISSISSIPPI 

JUNE 1934 --

lst B1ook 2nd Block 3rd Bl ock 4th Block Totnl 

llumbor ot CUBtomor s - Aotuo.l 588 362 28 6 9M 
" " II - Poroont 59. 75 36 . 79 2. 84 0. 62 100 • Rovonuo Dollnra - Actual $499. 80 $909. 20 0149. 80 041. 00 ¢1, 599. 80 
" " - Poroont 31. 24 66. 83 9. 37 2. 56 100 

Con.si:Gllption Ki'iH - Actual 13, 137 36, 231 7, G86 2, 866 59, 909 
" " - Por oent 21 . 93 60. 47 12. 83 4. 77 100 

~vorage KRH per Cuataoor 22 100 274 476 so. 88 

Avorngo Rovonuo por Custooor ~0.85 ~2.51 05. 35 GG. 83 ~1.60 

Averngo Nato per ~VB 3. 80.¢' 2. 51.¢' 1. 95.¢' 1. 44.¢' 2. 62.¢' 

1st Block - Fir at 50 KVIII por i>!onth @ 3.¢' por KI'IH 
2nd Block - Next 150 KWH por Month ® 2.¢' por KWH 
3rd Block - ~loxt 200 KWH por Month @ 1.¢' par Krm 
4th B1eol: - Exneso ovor 000 K11H por Month @ 0 . 4.¢' por Kl'IH 

• - 16 -
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TABLB VIII 

.:CHAN=::.:GE= S _!!! ~ CRt.RACTER ,2!: RESIDENTIAL ~ 

• TUP!ll.O, MISSISSIPPI 

.;;~!;.;;ONTH=;.;;S _2!: ~. ~. ~ l!!!i!• .!lli 

(Froquonoy Distri bution of tho Sizos ot Rosidontin1 Cuatocors) 

Juno 1934 Juno 1933 Incronao Poroont 

(llumbor ) (NI.D:lbor} 

• CUSTOll:!lRS OSlll'Gt 

0 or :coro KriH par L!onth 91Y.c 899 86 9 .~5 

10 II " n " " 910 749 161 21. 50 
20 " " " " n 735 454 281 61 . 89 
30 n " II n II 551 307 244 79. 48 
~ II II II II II 1.-37 233 204 87 . 65 
60 " II 11 " II 396 218 178 81. 65 
60 II " " " " 356 201 155 77. 11 
79 II II " " II 310 184 126 68 .48 
80 n II 11 " " 270 169 101 69. 76 
90 II II " II II 230 156 74 17 . 41 

100 II " II II 193 131 62 47 . 33 
120 ll " II II 142 76 67 89. 33 
140 " II II " 89 12 47 111. 90 
160 II II II " 57 23 SIJ. 117. 85 
180 II II " II 45 17 28 164. 71 
200 n· II " " 34 9 26 277 . 78 
300 II II II " 16 3 13 455. 33 
400 II " II " " 6 0 G Int. 

• - 17 .. 
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• 0 - 9 
10 - 19 
20 - 29 
30- 39 
40- 49 
50 - 69 
60 - 69 
70 - 79 
80- 89 
90- 99 

100- 109 
110 - 119 
120 - 129 
130- 139 
11:.0- 11,9 
150 - 169 
160 - 179 
180 - 199 
200 - 299 
300 - 399 
1100 - 499 

•• 

TABLE VIII- A 

PERCENTAGE DISTRIBU'l'IO?f OF SIZE OF CUSTOMBRS ---
RESWENTIAL CONSU!JPTION 

TUPELO, MISSISSIPPI 

JUllE, 1933 - JUNE, 1934 ----

Juno 1933 
CumUiativG Cunulo.tivo 

Por cont Poroont 
Customers KVIH 

17 2 
50 14 
66 23 
74 30 
76 32 
78 36 
80 58 
81 41 
83 44 
85 50 
89 60 
92 67 
93 72 
95 79 
96 82 
97 86 . 
98 89 
99 93 

97 

- 18 -

Juno 
C~m~ulntivo 

Poroont 
Custonors 

a 
25 
44 
56 
60 
64 
68 
73 
77 
80 
83 
86 
89 
91 
93 
94 
96 
97 
98 
99 

1934 
Cucu1nti vo 

Poroont 
I{Y/Ii 

1 
5 

12 
19 
22 
26 
31 
35 
41 
<.7 
52 
56 
63 
68 
7l 
76 
79 
82 
90 
96 
98 
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.;;T;;;t\BL= -E _!! 

TEll GROUPS OF CUSTO!rERS J.RR..\NGMD ACCOJU)DTG TO SIZE - - --
RESIDENT:u.L CONSTf:ff:RS 

TUPELO, ll!SSISSIPPI 

Nur.~ber Revenue Cons=ption Average KWH Avero.go nov. Average Rate 
Deciles Customers Dol1arA KI'.'H per customer ~r customer por KI'IH - -~-

1 97. 4 073 . 08 672, 9 6. 91 ~0.75 10. 86,¢' 
a 97 . 4 72.91 1, 409. 8 14, 47 0 . 75 5. 17 • 3 97. 4 73. 16 1,426. 6 14. 65 0. 75 5. 13 
4 97 .4 72. 98 2, 384. 3 24. 48 0 . 75 3 .06 
5 97. 4 73.13 2, 389. 3 24. 53 0 . 75' 3.06 

• • 
6 97. 4 101.41 3. 331. 9 34. 21 1.04 3.04 
7 • 97.4 138. 72 4, 633. 5 47. 57 • 1. 42 2. 99 
8 97 .4 177. 64 6, 393. 0 65 . 64 1, 82 2. 78 
9 97. 4 223. 39 8,686~2 89. 18 2. 29 2. 57 

10 97.4 343. 34 15,752. 5 161. 73 3 . 53 2. 18 

~. • • 
- 19 -
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CONSUMPTION - KWH PER CUSTOM~R PI!.R MONTH ---------------------

--~· ·~--------------------------------------------------------------_. 
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001! OP DISTRillUTING BLBO!JUOITY 

Alool'll Ooi&Dty Bleotrio Power A.uooi&tion ( «.. ~--~ 
'rf!ee llontha Endecl Allgllet 31, l9S. ~) 

Share ot , 
ConaUD~~ra , I .AmoiiDt Dollar 

Operating Revenuaa tl7,774. 23 
Non-operating Inoome (Net) 73.00 

JI'7' ,1!1'1 .l!B lOOp! 

Operating Expeneee1 

1. Operating Maintenanoe 
&ncl Eqlenee (Inolud.ing Energy 

Purohaeed) (4977 .20) 
5,826.12 33p! 

2. General Administrative 
New Bueineee and 
Commeroial Expense 2, 094. 69 12p! 

3. Taxes 1,608.46 11..@ -
4. Depreoiation 1,232.06 71 

5o Inter eat 964.43 6p! 

Total Expenaee and Deduotiona tll,626,68 66p! 

6 . Balanoe Available for 
New Conetruotion &ncl 
Retirement. 6,221. 66 35p! 

,' I 

t l7 , 847.23 lOOf 
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"The business of generating and distributing electr ic power is 
a public business • ••• • 

"The interest of the public in the widest possible use of power 
is superior to any private inter est. Where the private interest and 
this public interest conflict , the publio interest must prevail ••••• 

"The right of a community to own and operate its own electric 
plant is undeniable . This is one of the measures which the people 
may properly tak~ to pr otect themselves against unreasonable r ates . 
Such a course of action may take t he form of acquir ing the existing 
plant, or setting up a competing pl ant , as circumstances may dic­
t ate ••• . • 

"The most important consider at i ons are the further ing of t he pub­
lie interest in making power available at the lowest rate consistent 
with sound financial policy, and the accomplishment of the social 
objectives which lat: cost powe.r makes possible ••••• " 

- - - David E. Lilienthal 



• 
TABLE OF CONTENTS 

far,e 

INTRODUCTIO~J •••• I I ••••••••••••••• I ••• I • • •••• I •• I ~ . I I •• • I • •••••••• • I' I 1 

FI~JANCIAL RESULTS • ••• ••• I . I • • • • •• • I •••• t • I ••••••• t ••••• I ••• • • I ••••• I • 1 

RESIDENTIAL CONSUMPTION ••• I • ••• • •• • • • •• •••••••••••• • • I • t.. . . . . . . . . . . . 1 

TIJPEIJO PAST AND PRESEN"T ••••••••• I • t • •••• I • •• • • • I I •• I •• I I •••••• • • I I •• 0 2 

DISTRIBUTION OF CUSTOMER REVENUES • •••• • ••• • I • • ••••••• • I • • •••• I •• I •• I. 2 

ERRORS 01-"' ESTildA.TE t 0 • I •••••• I ••• • ••••• • I • • •• •• • I •• I ••• I •• ••••••• • I • • • 3 

• TABLE I, TR.F.ND OF CONSUMPTION iu'ffi REVENUE............ • • • • • • • • • • • • • • • • 4 

TABLE II, GROWTH INDICES, RESIDEiiTIAL AND COMMERCIAL CONSUMPTION..... 6 

TABLE III, COlriPARISON OF TUPELO WITH UNITED STATES AS A WHOLE........ 6 

TABLE IV, TUPELO RESIDENTIAL CONSUMPTIO~ , PAST AND PRESENT . • • • • • • • • • • 7 

CHART I, TREND OF CUSTOMERS , CONSUMPTION, AND REVENUE • •••••• • • •• ••••• 8 

CHART II, CHMIGRS IN MONTHLY AVERAGE CONSUMPTION AND REVENUE. . . ... .. . 9 

CHART III . TREND OF CONSUMPTION •• • • •• •••••••••• I • • ••• • I I ......... I • • • • 10 

CHA.RT IV , TREND OF RE'V'E'N'UE·S • •• ••• • ••• I •••• •• ••••••••••••••• I • I • • • • • • • ll 



• 

' 
... 

, 

' I 

DEVELOPMENT AND UTILIZATION OF ELECTRICITY 
IN TUPELO, MISSISSIPPI 

UNDER TEIP.i"ESSEE VALLEY AUTUORITY POWER PROGRAM 
(Supplement No. I) 

U.'TRODUCTION 

Since August, 1934 , there has been further marked increase in the 
use of electricity in the City of Tupelo , Mississippi. The rate of 
growth established during the first five months or operation under the 
stand.ard rates of the Tennessee Valley Authority has continued during 
the sixth and seventh months . Among the factors governing this contin­
ued rate or growth are the low and non-discriminatory rates , the excell­
ence of the local management, an.d the response which the people of 
Tupelo have given to the entire electr icity program. The further elec­
trification of homes has continued, and a large number have already 
been fully equipped with electric appliances . 

FINANCIAL RESULTS 

The growth in load has resulted in a tremendous increase in gross 
revenues to the City of Tupelo , which distributes electricity to ulti­
mate consumers. Residential revenues have increased from $1,764 in July 
to $2 ,060 in September, commercial revenues from $2 ,321 in July to $2,544 
in September, and industrial revenues from $2,258 in July to $3,378 in 
September. During this period, total revenues have increased ffom $6 , 807 
to $8 , 867, this increase amounting to more than 30% in two months. The 
trend in total consumption and revenues is shown in Table I and Chart I . 

Operating expenses, exclusive of cost of power purchased, have not 
increased in proportion to the increase in revenues. Power purchased 
at wholesale from TVA has been purchased at gradually lowered average 
rates , due to improvement in load factor and to the increase in volume 
of consumption. Volume of sales has expanded rapidly , and net income 
available for fixed charges has increased accordingly, month by month. 

RESIDENTIAL CONSUMPTION 

Average consumption per residential customer reached a maximum 
of 89 kilowatt hours for the month of September. Thls compares with 
70 kilowatt hours for the month of July and 42 kilowatt hours for tho 
month of !4aroh. See Table H~ 

- 1 -



Dur ing the seven months, tne total number of residential consumers 
increased by 31, and the mean consumption increased 11~. Total con­
sumption for the same period increased 119,%. 

During recent months, the t echnical press has been burdened with 
various statements by electrical engineers to the effect that the use 
of averages in public utility comparisons is misleading. It has been 
argued that averages of customer consumption do not disclose true con­
ditions and are, in faot , meaningless and without purpose . Suoh state­
ments must be studied ~th circumspeotion. It is true that residential 
consumption varies throughout a wide range from 10 or 20 kilowatt hours 
per customer per month to more than 1000 kilowatt hours per customer per 
month. However, a large proportion of customers range in consumption 
between much narrower limits. To the extent that this range of varia­
tion 1a reduced , average figures become more and more signifionnt. The 
statistical faots relating to consumption in Tupelo, Mississippi , are 
given in this report . In these facts , there is evident a central 
tendency and di rection. The mean consumption in Tupelo is a ver.y 
useful figure and oan safely be compared with average consumption in 
other communities. For the United States as a whole, the average con­
sumption of electricity for the. census year 1932 was approximately 
611. Taking this figure as an index at 100, mean consumption in 
Tupelo h~s been computed as a percent relative for the months March, 
1934, through September , 1934, as shown in Table III . The index reached 
176 during September and is far in excess of the index for any of the 
states in the Tennessee Valley Basin. The behavior of customer usage 
aa reflected in this index of growth is clear and unmistakable. 

TUPELO PAST AND PRESENT 

The record for residential consumption for the year 1934 bears 
extremely favorable comparison with ths record of 1933. Examination 
of Table IV shows increases for the months March through September, 
1934, aa compared with the same months in the previous year . The 
percent gain has increased steadily from a value of 23% in March to 
126% in September, the weighted average for the seven months per iod 
being 67%. 

DISTRIBUTION OF CUSTOMER REVENUES 

The trend of average consumption and average revenue for all 
classes of customers is shown in Chart II. The proportional shares 
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of consumption and of revenue accounted for by the several classes of 
customers are shown in Charts III and IV and also in Table I . It should 
be noted that each ot' the major classes has shown an upward trend , the 
trend of the totnls showing the cumulative effect of all individuat 
?l ass trends. 

ERRORS OF ESTIMATE 

Under the Tennessee Valley Authority Standard Residential Rate 
Schedule, the residential customers in the City of Tupelo purchased 
approximately 41, 000 kilowatt hours in the month of March of this year . 
For this amount of en.ergy, the City derived a revenue of approximately 
$1,200, representing an average rat e of 2.9¢ per kilowatt hour , or 
$1 . 23 per customer . In September of this year, approximately 89,600 
kilowatt hours were used , and approximately $2 , 060 was paid for this 
use. The resulting average rate was 2. 3¢ per kilowatt hour, involving 
an average bill of $2.06 per customer. In the determination of the 
average rate per kilowatt hour, it should be noted that the figures in 
this report have been determined by computing the ratio of actual 
revenue in dollars to actual consumption in kilowatt hours. This actual 
average rate is somewhat lower than the average rate which would be paid 
by an ideal customer consuming an amount equal to the rnenn consumption 
per customer. The discrepancy is in the order of 6 to 10',(, and this 
should be borne in mind in the computation of savings realized by con­
sumer s by the application of Tennessee Valley Authority rates. The dis­
crepancy referred to results from the fact that consumption distributions 
are always positively skewed. In other words, those consumers who 
used more than the average consumer account for a greater portion of the 
total than those who used less . 

In the interpretation of rates and rate policies, the experience 
statistics for the City of Tupelo , Mississippi, are significant . As 
indicated above , the use of these actual statistics results in con­
clusions more conservative than would be the case were hypothetical 
statistics employed . The averages which are set fort h herein have a 
validity which cnnnot be questioned, and their use for comparative 
purposes is justified within a regi on of stability of 6 to 10%. 
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TABLE I 

TREND OF CONSUMPTIO!l .AliD REVENUE 

TUDELO, MISSISSIPPI 

MARCH THROUOH SEPTEWlER, 1934 

J.lnr ch April* May June July AUGUSt Sept. 

RESIDENTIAL: 

Cona1.unption K't'IJ:I 41 , 114 44 ,097 47,080 59, 909 69 , 628 85 , 787 09 ,489 
Revenue Dollars $1, 200 ~1 ,266 $1, 330 $1 , 573 ~1 . 764 ~2 ,010 ~2 ,060 

COMHF.RCIAL: 

Consumption KWH 58 , 680 65, 434 72,167 84, 302 89 ,903 100, 301 101 , 596 

Ia) 
Revenue Dollars $1 , 752 $1 , 904 $2,042 $2, 225 $2 , 321 $2 , 509 $2 , 544 

INDUSTRIAL: 

Con.sumpt ion Kl'llf 232, 724 230, 000 199,037 211 , 8·\9 205, 568 247, 801 385, 143 
Rovonuo Dollars $2, 421 $2 , 392 $2 ,188 $2,226 $2, 258 $2 ,456 $3, 378 

SEASONA,L INDtlSTRIAL: 

Consumption K't'JB •••• •• . ... .. . . . . . . . ..... . ..... • • • • •• 15, 400 
Revenue Dollars ...... . ..... . . . . . . . . . . . . • •••• • • • • • • • $368 

MUNICIPAL: 

Consumption KWH 36 , 250 38 , 000 39, 640 46 , 390 43,;s5o 50, 270 48, 360 
Rovenuo Dollars $217 $228 $238 $507 $464 $500 h97 

TOTAL SALES : 

Numbor Custo~ro 1 , 305 1 , 317 1, 328 1, 337 1 , 354 1, 363 1, 369 
Consumption !C\"H 368 , 768 377 , 531 357 ,!144 402,150 400 , 449 184,159 639 , 988 
Rovonue Dollars ~5 , 690 e5, 790 $5, 7~!8 ~6 , 531 ~6 , 807 07, 476 $8 , 867 

Aver . KVIH/Cust . 283 287 270 301 302 355 467 
Aver . Rev ./Cust , ~4 . 28 $4 , 40 $4, 37 ~4. 09 f,5 , 03 $5 , 48 $6. 48 
Avor , !lato/K\'IH 1.52¢ l . 53jt' l.62jt' l , 62jt' 1 , 67¢ l. 54jt' 1, 39.¢ 

• Revised to account for chnngo in billing datos , 
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TABLE II 

GRO'o'll'H IND! CES 

RESIDENTIAL AND COMMERCIAL CONSUMPTION 

TUPELO, MISSI SSIPPI 

!.!ARCH THROUGH SEPTEMDER, ~ 

March April* May June July August Sept . 

RESIDENTIAL 

Number of Customers 974 974 974 984 996 1, 001 1,005 
Total Consumption (KWH) 41 , 100 44, 100 47,100 59,900 69,600 85, 800 89 , 500 

Average IDYH per Customer 42 45 48 61 70 86 89 

Growth Index (MarchalOO) 
Total Consumption 100 107 ll5 146 170 209 218 
Mean Consumption 100 107 ll4 145 167 205 212 

C OM.\!ERCIAL 

Number of Customers 321 333 345 344 349 353 352 
Total Consumption (KWH) 68,700 65 ,400 72 , 200 84 , 300 89, 900 100,300 101,600 

Average ID'Ill per Customer 183 197 209 245 258 284 289 

Gr~vth Index (March~lOO) 
Total Consumption 100 ll2 123 143 153 17l 173 
Mean Consumption 100 108 ll4 134 141 156 158 

* Revised to nocount for change in billing dates . 
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TABLE III 

COUPAniSON ~ TUPELO, MISSISSIPPI 

WITH THE STATES IN TliE TENNESSEE V/ILLEY 

AND VIITII THE TJNUED STATES AS A VffiOLE -----

!Jean Residential Consumption Index 

Peroent Relatives 

United States as a Whole (1932) 

States: 

Kentuo!cy 
Tennessee 
l.!ississippi 
North Carolina 
Virginia 
Alabamn 
Georgia 

Tupelo - llaroh, 1933 

Tupelo - t~rch , 1934 
Tupelo - April , 1934 
Tupelo - t~, 1934 
Tupelo - June, 1934 
Tupelo - July, 1934 
Tupelo - August , 1934 
Tupelo - September, 1934 

Mean Residential Consumption 
Index 

100 

63 
96 

105 
106 
112 
114 
123 

73 

62 
68 
94 

120 
137 
169 
175 

Source : Census of Electrical Industries - 1932 
U. S. Department of Commerce 

Bureau of the Census 
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TABLE IV 

TUPELO RESIDENTIAL CONSUMPTION 

PAST AliD PRESE!>'T 

1933 - 1934 

Actual Percentage 
Month 1934 1955 Increase Increase 

~ March 41 , 100 33, 300 7, 800 25 . 42~ 

April 44 ,100 52 , 500 11 ,600 35. 69 

May 47,100 37, 100 10, 000 26 . 95 

June 69,900 37,000 22, 900 61. 89 

July 69 ,600 37, 900 31 , 700 83,64 

August 85, 800 44,500 41 , 300 92. 81 

September 89 , 500 39, 500 50 ,000 126. 58 

Total 7 Months 4371100 2611800 175 1500 66 , 96% 
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11Docle.ration of P?licy. This contract is entered into in a 
spirit of cooperation and with the desire en the part of AUTHORITY 
and CONTRACTOR so to administer the relationship established by this 
contract as to operate to the benefit or CONTRACTOR 6nd its resi­
dents and of the residents of the Tennessee Valley. In furtherance 
of this cooperative relationship AUTPORITY 1vill , by every means with­
in its power , seek to further the economic welfare of CONTRACTOR by 
fostering and promotin~; the incre&.sed use of electricity within 
CONTRACTOR ' S corporate limits, and by such other means as are pro­
vided by law. CONTRACTOR agrees to cooperate with AUTlfORITY in 
such program within CONTRACTOR'S area of operation and to work 
vrith AUTHORITY in further ing the economic well-being of the on-
tire Tennessee Valley. This contract shall be construed and ad­
ministered in accordance 1vi th this statement of pol icy. " 

• 

Extract from the Power Contract between 
Tennessee Valley Authorit y and City or 
Athens, Alabama, Uaroh 7, 1934 • 
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PROGRESS IN THE UTILIZATION OF ELECTRICirY 
IN ATHENS, ALABAMA 

UNDER TENNESSEE VALLEY AUTHORITY POWER PROGRAM 

INTRODUCTION 

The power contract between the City of .~thens, Alabama, and 
the Tennessee Valley Authority became operative on June 1, 1934. 
At that time , the consumers received a very material reduction in 
the rates charged for electricity , and the City of Athens , which 
owns its municipal distribution system, received an extensive 
reduction in the wholesale rate at which it purchases its power 
supply. During the four months of operation subsequent to June 1, 
there has been a substantial increase in both consumption and 
revenues. 

The record of the City of Athens should be of particular 
interest to students of the Tennessee Valley Authority Power 
Program for the reason that this City is the commercial center 
of a prosperous farming area and does not contain any large in­
dustries at the present time . Residential and commercial con­
sumers account for the utilization of the entire electricity 
supply, and no part of the ,revenue from electric operations is 
provided by industrial consumers . 

The fact that the City of Athens has demonstrated the finan­
cial soundness of Tennessee Valley Authority rate pol'id.es is a 
matter of great s ignificance. The present study sets forth 
statistical information relating to the development which has 
taken place during the months from June through September. 

RATE REDUCTIOUS 

Upon commencement of operations under TVA rates, the con­
sumers in Athens received a rate reduction , the extent of which 
is indicated in Chart I and Tables I e..nd I-A. Among l'esidential 
users , those using lights and small appliances received and r e­
duction of approximately 6~. Those who had, in addition, a 
refrigerator and a range received a reduction of approximately 
42%. Those who had completely electrified homes, including 
electric water heaters , received e. reduction of approximately 
5~. Similarly , commercial users received reductions ranging 
from 45 to 6~. While the new rates are among the lowest in the 
United States, the City of Athens has not undertaken to subsidize 
consumers in any way whatsoever. At the time that the rate 
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reduction was put into effect for residential and commercia l users , 

the City of Athens received a reduction of approximately 5qr. in the 

cost of its power supply. Prior to June 1, 1934 , Athens purchased 
whol esale power from t he Alabama Power Company . The r eduction in the 
cost of electricity is shown in Chart II and Table II . 

GROVFrll IN QONSUII.PTION 

The trend of consumption is shown in Tables III and IV and 

Charts III and IV. Mean residential consumption for September was 

exactly twice mean residential consumption for May , 1934, the last 
month prior to the introduction of Tennessee Valley Authority rates. 

Uean commercial consumption increased 2~ during the four months per­
iod . ! he average revenue per residential customer was $1.94 in Sep­
tember as compared with $1. 57 in June. Average per customer revenue 
for commercia l users was $6. 97 in September as compar ed with t5. 25 in 

June. It shoul~ be noted that the number of res idential customers 
increased from 561 to 602 (cr . Table IV). The addition of new cus­
tomers is a factor which frequently depresses the average figures 
during the f irst two or three months for the reason tt~t new cus­
tomers are frequently low usage customers f or sometime pending the 
purchase of appliances and the fuller electrification of their homes . 

ATHENS CONTRASTED WITH THE Ull!TED STATES AS A WHOLE 

The mean consumption per customer for residential users in Athens 
has been computed as a percent relative of the mean residential con­

sumption for the United States as a whole . The response to promotion­
al rates has been such that the Athens relative has increased from 91 

in May, 1934, to 183 in September. The relative performance in Athens 
is con~rasted with the census figures for the seven Tennessee Valley 

states and for the United States as a whol e in Chart III and Table 

III-A. The t remendous increase which has t aken place in Athens sug­
gests that the residential demand for electricity is a highly elastic 
quantity. The actual residential revenue for the Unit~d States as a 

whole in 1932 was .650,000,000 , for whioh approximately 11 , 790, 000,000 
kilovmtt hours were supplied . If the United States as a whole were 

put upon precisely the same basis as Athens , Alabama, the total con­
sumption would have been 21,000,000,000 kilowatt hours and the total 
revenue would have been $463,000, 000. In other words, if the consump­

tion in the United States were to increase from 1932 figures to the 
level now obtaining in Athens (August , 1934) , there wo~ld take plaoe 
an increase of approximately 9 ,000,000,000 kilovmtt hours, and there 
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would be a saTin& to residential uaere throughout the country of 
approximately tl87 ,000 ,000 per year. In other words , residential 
uaere would receive 7~ more electric service and would pay f or 
the greater amount 2~ lese than they now pay. Were the residential 
consumption to i ncrease 9,000,000,000 kilowatt hours per year, 
there would be required in "the order of 3, 000, 000 kilowatts of 
additional productive oapaoity t o supply this increase. 

RESIDENTIAL CONSUMPTION PAST AND PRESENT 

The changing character of residential consumption is shown in 
Chart VII and Table VII. In August , 1933 , only 65% of the customers 
used more thsn 20 k.ilowatt hours per month, while in August , 1934, 
7~ used more than 20 kilowatt hours per month. 

In 1933, there were only 28% of customers using more than 70 
kilowatt hours per month as compared with 3"' of the ·ouatomers in 
1934. 

CHARACTERISTICS OF THE RESIDENTIAL CLASS 

J 
An analysis of the distribution of consumers according to rate 

blocks 1a shown in Chart V and Table V. It will be noted that 5"" 
of the consumers use less than 50 kilowatt hours and account for 
18% of the total consumption. The consumers in this block average 
only 23 . 6 kilowatt hou.rs per customer. Customers in the oecond 
block represent 31.6% of total number of customers, contribute 
42.4~ of the revenue , and use an average of 109 kilowatt hours per 
customer. The fourth. blook contains customers whose use exceeds 
400 kilowatt hours per month, Three percent of the "customers were 
in this block, and they contributed 11.9% of the reyenue . Their 
consumption averaged 695 kilowatt hours per customer and accounted 
for 23 . ~ of total consumption. They paid an average of t 7. 68 per 
customer, equivalent to 1. 11 per kilowatt hour. 

The distribution of consumers aooording to the size of their 
consumption is shown in Chart VI . It will be noted · that the mean 
consumption for August was 90. 9 kilowatt hours per customer. This 
is at the rate of more than 1, 000 kil~tt houro per customer per 
year. The modal consumption is only 23 . 6 kilowatt hours, the lower 

quartile being 21 and the higher quartile being 108 , indicating a 
positive skewness of more than 50%· A close examination of Chart 
VI indicates that a secondary mode may soon become apparent at a 
point in the neighborhood of 85 kilowatt hours per customer. If 
the sale of refrigerators continues , there is every reason to believe 

that this change will take place and that the mode will shift from 
the lighting mode of 24 to a lighting plus refrigeration mode of 
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around 86. During the !'1ve months from May to September, there 
were sold in Athens 122 refrigerators , which is in tho order of 
one to every five customers. In addition, there wore sold 61 
ranges and 24 water heaters. 

Table VI shows the consumption and revenue of residential 
customers arranged in quartile groups. The first quartile gro•!p 
includes the 26% of the total number of customers smallest in point 
of use. The second quartile group represents the next succeeding 
26% of customers in order of si~e. The average usage and the aver• 
age bill paid indicate roughly the classifications into which resi­
denti al consumers fell for the month of August. If present trends 
continue , and thore is every reason to believe that they will, the 
average consumption in the second and third quartile &roups will be 
subs~antially greater . 

CONCLUSION 

From the statistics contained in this report, one may infer 
the characteristic behavior of residential consumption under a low 
level of rates. This behavior has been the same wherever TVA rates 
have been applied and is tn accord with the classical laws of supply 
and demand. In determining the characteristic price-volume re~ation­
ships, one m•1st note that it is necessary not only to reduce rates 
but to reduce them to a sufficiently low levol , - low with respect 
to encoura~ing abundant use . There are many deterrents to increased 
use of alectricity, but there is little doubt that the most important 
of t~ese is ~1e deterrent of price . At the present time , the City of 
At!:n:-s !'.as vanquished the price problelll and is covering the whole 
c~~t of distributing electricity t o its residentinl and commercial 
u:,ers . 

- 4 -

' I 



--------------------------------------~~~------------------~--- ~ 

• 

• 

• 

TABLE I 

OLD RAT!':S A};D NE\i nl AT!lEJIS , ALABA!olA 

RESIDENTIAL S~RVICE 

CITY OF ATHENS COMBiliATION RATE 
IN EFFECT PTIIOR TO JUNE 1 , 1934: 

First 30 KWH @ 7, 5¢ per KWH 
Next 100 KI'IH @ 3 . 75ji per Kl"H 

Next 450 Kl7R @ 2 , 25ji per KY!H 

MI1ffi!UM MOIITHLY BILL: 

$1. 50 per Meter 

AVAILABILITY: 

The above rate wns available for 
residential use and represents a 
combination of several separate 
ra~es available to different 
classes of customers , i . e ., 
li~~ting, refrigeration, and 
cooking , 

- 5 -

TVA STANDARD RESIDENTIAL RATE 
IN EFFECT SilfCE JUNE 1 , 1934: 

First 50 KWH per Mo, @ 3ji per KI'IR 
Next 150 K\'IH per ; io . @ 2ji per I<V/H 

1\e:tt 200 KWI! per i.!o . @ lji per K'!r.l 
Next 1000 K'.'IH per Ho. @) 0, 4¢ per K:'!H 
Over 1400 Kl'IH per Ho. @ 0 , 75¢ per KWH 

L;tl!Drot: J!OJITLLY BILL: 

$0 , 75 per Motet; 

AVAILALILITY: • 

To all reoidential customers at local 
secondary volta&e either two-wire or 
three-wire service as Municipality 
may require . 

I • 
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Monthly 
Consumption 

KWH 

41 

50 

90 

137 

224 

289 

538 

1841 

• 

TABLE I-A 

OLD RATES .\liD liE'.'l IN ATHENS, ALA~~ 

COi,\l',\IUSOH OF T~PICAL BILLS 

COHMERCIAL 

Old Athens Rate New TVA Athons Rate Saving Under TVA 
Monthly Bill Monthly Bill 

Dollars Dollars Dollars Percent 

~3 .08 ~1. 35 $1 . 73 56 .17% 

3 . 75 1.65 2 , 10 50 .00 

6 . 75 2 .97 3 . 78 56 .00 

9 . 72 4 . 52 6 . 20 53 . 50 

14.94 7 ,39 7 . 65 50, 54 

18. 84 9 .11 9 , 73 51.65 

33 . 78 14.59 19 . 19 56 .81 

65 . 10 3~ .00 31 . 10 47 . 77 
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Month 

June, 1934 

July, 1934 

August, 1934 

TABLE II 

ACTUAL TVA WHOLES.ALJ!l ELECTRICITY BILLS 

AND COMPARABLE BILLS AT ALABAMA POWER COMPANY RATES 

ATHENS, ALABAMA 

JUNE 1934 - SEPTEMBER 1954 

KW KWH Energy 
Demand Consumption 

340 122,400 

373 142, 800 

394 152, 000 

Computed 
Alabama Power 

Bill 

$1, 536, 80 

1, 720. 85 

1, 811.50 

Aotual 
TVA Bill Saving % Saving 

$775. 20 $763, 60 49, 69% 

864. 10 856. 75 49.79% 

905, 52 905, 98 50, Ol% 

September, 1934 433 149,600 1, 843.45 938, 77 904, 68 49, 08% 
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• TABLE III • 

FOUR Jo!ONTHS GROWTH IN RESIDENTIAL AND COMIIERCIAL CONSUMPTION 

ATHENS, ALABAMA 

.14AY 1934 • SEPTE.I4BER 1934 

.. 

May• June July August September 

RESIJ)EN'l'IAL 

Number of Customers 575 561 574 590 602 
Total Consumption (KWB) 26, 603 33, 124 46, 106 53, 767 55, 680 

Average KWH per Customer 46. 27 59. 05 80. 32 91. 13 92. 49 

Growth Index (May • 100) 
Total Consumption 100 125 173 202 209 
Mean Consumption 100 128 174 197 200 

COID.IERC IAL 

Number of Customers 170 176 182 191 203 
Total Consumption (KWH) 31,830 34, 112 37, 737 42, 254 v 46 , 305 

Average KWH per Customer 187. 24 193. 82 207. 35 221. 23 228 . 10 

Growth I.ndex (May a 100) 
Total Consumption 100 107 119 133 145 
Mean Consumption 100 104 111 118 122 

•May is last month prior to use of TVA power • 

• 
- 8 -



TABLE III-A 

COMPARISON OF ,\THENS, ALABf.l.L\ 

VTITH THE STATES IN THE TEJlNESSEE Vl\LLEY 

i\ND WITH THE UNITED STATJ::S AS /. I IROLE 

Mean Residential Consumption Index 

Peroont Relatives 

United States as a Whole (1932) 

Statess 
Kentucky 
Tennessee 
Uississippi 
North Carolina 
Virginia 
Alabama 
Georgia 

Athens - June 1933 
Athens - !day 1934 
Athens - June 1934* 
Athens - July 1934 
Athens - August 1934 
Athens - September 1934 

Moan Residential Consumption 
Index 

100 

83 
98 

105 
108 
112 
114 
123 

94 
91 

us 
161 
1~ 
183 

• First Month under TVA Rates 

Source: Census of E1ectricn1 Industries - 1932 
U. S. Department of COl!Dllerce 

Bureau of tho Census 

- 9 -
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• 
TABLE IV 

TREND OF CONSUMPTI0lf AND REVENUE 
• 

RESIDENTUL 1\ND COMJ..IERCIAL 

ATHENS, AL:..B.U4A 

JU!IE 1934 - SEPTElffiER 1934 

Juno July August Soptombor 

RESIDENTIALt 

llumbor Customors 561 574 690 602 
Consumption Kl'IH 33 ,124 46 , 106 53 , 767 66 , 680 
Rovonuo Dollars $878 *1 . 096 ~1 , 183 $1 , 170 
Avorago KYIH por Customor 59 80 91 92 
Avorago Rovonuo por Customor $1.57 $1.91 $2. 01 $1 . 9·~ 
o\vorago Ro.to por KVIB 2 ,65~ 2,38~ 2 . 20~ 2, 10j( 

Cot!LIERCL\L: 

Humbor Customers 176 182 191 203 
ConsiiDlption KWH 34, 112 37 . 737 42 , 254 46, 305 
Rovonuo Dollars $92•1 $1 , 059 ~1 , 242 $1 , 211 
o\vorngo KriB por Customer 194 207 221 228 
.vorngo ~ovonuo por Customer $5 . 25 '15, 82 ~6 .60 ~5 , 97 

Avorngo Ro.to por KVIH 2. 7lj!' 2, 81.¢' 2, 9<!:.¢' 2 ,62j( 

- 10 -
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T_'.BLE V 

DISTRIBUTION OF CONSIDiERS /,CCORDING TO R.'.XE BLOCKS 

RESID~liT L'IL COUSU?IPTION 

_\THE!IS , .ll..'JI~ !..\ 

:.UGUST 1934 

lst Block ?.nd Block Srd Block 4th Block --
l~umber of Customers - Actual 338 186 48 18 
]lumber of Customers - Percent 57, 29 :51.62 8 . 14 3 . 05 

Revenue Dollars - ,\ctunl ~289 . 6-1 ;v..98. 66 * 249 ,08 ~138.25 

Revenue Dollars - Percent 2·1. 63 42. 42 21. 19 11.76 

Consumption KWH - Aotunl 7 , 979 20, 283 12,864 12, 516 
Consumption 1~ - Percent H . 87 37.79 24, 02 ~3."32 

.;.varaga KITIJ. per Customer 23, S1 109 . 05 208 , 42 695 . S3 
0 

.tvoro.ge Rove"'UO per Customer {10, 86 ( 2 . 68 ~5 . 19 S7.68 

;.verago Rnte per JC'i.rH 3 , 63.¢' 2 .~6.¢' 1.93.¢' 1 .1oj 

1st Block - F'irst 
2nd Block - l'oxt 
3rd 1Jlook - J:oxt 
t.th Block - i:xooss ovor 

50 lC\VH por l!onth ® Sf par I('"H 
150 Krm por Jtonth ~ 2.¢' per K"lH 
200 K''f.! oor ; !onth 0 1.¢' por KY.'Il 
400 l<Wil por l.io'1th @ o. t.,_¢' par Kl!H 

- 11 -

Total 

590 
100 

Cl, l75. 63 
11)() 

55 ,662 
100 

90. 94 

~2 .00 

2. 20.¢' 

•' 



Quo.rtilcs 

1 

2 

3 

4 
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T.\.BLE VI 

QU.'.RTJLB l'lROUPS OF CUST<JilERS ;um:.NGED :.CCCRD!NG TO SIZE 

RESIDE1/TI..L CONSUl!ERS 

ATIIENS, AL.'..BJ\i~.', 

i.UGUST 1934 

Number Rovonuo Consumption .~vorago KWH ."lvoro.go Rov, 

Customers Dollars KVH per Customor por Customor 

H7 . 5 0110 .87 2,052 13 .91 ~0. 75 

1 '7 . 5 125, 80 4 ,169 28 . 26 0 . 85 

1·~7 . 5 308 . 21 11,595 78.61 2.09 

g7 .5 630.75 35, M6 243 . 02 1). .28 

.. 

- 12 -
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.lvorogc Ro.to 
por K"'H 

5, 40¢ 

3.02¢ 

2 .66¢ 

1.76¢ 



• TABLE VII 

PERCENTAGE DISTRIBUTION OF SIZE OF CUSTOMERS 

RESIDENTIAL COUSU1!PTION 

ATHENS, ALAJMW. 

AUGUST 1933 - AUGUST 1934 • 

AUfiUSt 1933 AUfiUSt 1934 

Cumulative Cumulative Cumulative Cumulative 
KVIH por Peroent Peroont Percent Percent 
Cu~o=r Customers KWH Customers KYIH 

0 - 10 10 1 6 1 
11 - 20 45 10 23 3 
21 - 30 53 14 43 9 

31 - 40 64 20 53 13 
41 - 50 66 22 57 15 

51 - 60 68 24 60 17 
61 - 70 72 28 63 18 
71 - 80 76 33 65 21 
81 - 90 77 35 70 25 

91 - 100 81 41 73 28 
101 - 120 85 48 78 34 
121 - 140 88 56 82 40 

141 - 160 91 64 85 44 

161 - 180 94 71 87 49 
181 - 200 95 74 89 53 
201 - 300 98 88 95 70 

301 - 400 99 97 96 77 
401 - 500 99 97 81 
501 - 600 98 84 

601 - BOO 99 89 
801 - 1000 96 

- 13 -
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CHART I 
~ 

OLD RATE.S AND NEW IN ATHENS 

RE.SIOE:NT1AL. 

-KWH MONTH 
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• 
CHART Ill 

LDN ACT'l.JAL TVA WHOLf.5ALE. fl EC I RICITY BILL 

PAID BY CITY or ATHe:NS, AI A.. 

AND 
• 
COMPARABLE. HIGHER BILL 

UNO~R ALABAMA POWE.R CO. RATE.S 

MONTH 0,. AU <!JU-ST 9 1934 

$ 1811.50 

$ 905.!52 

TVA A.P.Co. 
1!!!!W L L I!SI L L. 

-11-
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Business, Regimentation, and the New Deal 
Thm articles on important phases of the social and economic presmt by 
PAUL HUrCHINSON · JOHN T. FLYNN W. M. KIPLINGER 

Revolution by EleCtricity 
The signifoantt of the Tmntiitt Vallty tXptrimml 

By Paul Hutchinson 

I T is possible that history'• Vet· 
diet on !he ROO$evelt admin­
istration is being formed, not 

in Washington, but in !he valley 
of the Tennessee River. Washing­
ton today is a city of desperate ex- · 
pcdients, of brilliant (or not 10 
brilliant) improvisations, of a fran­
tic battle to bold lhings together 
until familiar procesSC5 can be in­
duced to resume !heir working. 
But !he Tennessee Valley is a vast 
proving-ground on which imme> 
diate construction is litted to !he 
framework of long-range planning in a deliberate effort 
to produce a new social order. Washington is trying to 
$liVe !he present from disintegration. The Tenne~e 
V:Uley projeet is trying to fashion !he future of a new 
America. Washington seeka recovery today. The Ten­
nessee Valley contemplates revolution tomorrow. If 
Roosevelt loses at Washington he will, of course, lose 
everywhere. But if Roosevelt wins in !he Tennc:sscc: 
Valley he will enter the pantheon of immortal Americans. 

By now our wise men are fairly well agreed that the 
basic requirement to insure th.e American future is the 
substitution of some 10rt of economic planning for the 
gct-rich'<iuick exploitation of our pioneer 'period. They 
diJier violently as to !he forms which that planning 
should take, but they agree that !he headlong indlvidu­
aliJm of the days when a virgin continent was being 

occupied must be subjeeted to 
• some sort of control in which the 

needs of !he populatioo, the re> 
sources of the land, the productive 
plant and the consumptive power 
of the economic order are brought 
into balanced relationship. Can this 
be attained under capitalism? The 
Tennessee Valley is the region in 
which the administration is trying 
to find out; the Tennessee Valley 
Authority is its attempt to prove 
that economic planning and capi­
talism are not incompatiblC$-:It 

leasr, not when capitalism is State capitalism. On other 
frontl the administration is forced to proceed by rule of 
thumb, letting today's events control tomorrow's proj­
ects. But in the Tennessee Valley the blueprint rules. On 
this terrain Mr. Roosevelt is making his great gamble to 
find out whether the sort of future America that must be, 
can be attained under the IOrt of American Govcmment 
that now is. 

When he picked this region as the scene for his great 
test it must be admitted that Mr. Roosevelt chose about 
as difficult a field of operations as the nation affordi. In 
the Tennessee Valley it cannot be claimed that the cards 
are staek.ed in favor of any new scheme of things; if 
anything, they arc mcked against it. If !here is a more 
conservative region in the country, I cannot think of it 
otfhand. Follow the Tennessee River along ill 65<> miles 

• 
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across the seven States which form parts of its watershed 

and basin, and at almost every step you are among 
people who look on any intrusion from the outside, any 

serious regulation of conduct with suspicion and resent· 
mcnt. In the Tennessee, Kentucky, Virginia and Carer 
!ina mountain fastnesses, where the river takes Its rise, 

dwells the bill-farmer whose traditional grc:cting for 
federal authoriry bas been extended while squinting 

along the sights of a squirrel riRe. In the recently bur· 
geoning industrial centers it bas been the boast of cllam­

bcrs of commerce-loudly repeated in the hope of lur­

ing factories from other sections-that wages are low 
and regulations few. And on the cotton Rats of Alabama 

and Mississippi there has survived, despite civil war 
and constinitional amendments, a form of social and 

economic feudalism but little removed from peonage. 
There are a few comparatively prosperous manufac­

turing towns in this region; a few spots in whicll the 

countryside gives the impression of ample income and 
expansive living. But taken os a whole, it is a region of 

pervasive poverry. There are statistics which show that 
the average cash income of aU the farmers in the territory 

of the TV A has been about eighty dollars a year; more 

eloquent than statistics are the gaunt cabins in the folds 

of the bills and the miserable shacks on the couon bot· 
toms. Yet the administration dares to hope that, in two 

or three decades, this region o.f dire poverty and in­
grained social conservatism can be transformed into one 

a£ general abundance and continuous ,social experimen­

tation. It dares to believe that counties which, on the 

ch.arts of the relief agencies, have been among the most 
needy may be brought to the level of the most prosper· 

ous in the nation. And it cla.ims that if Mr. Roosevelt's 

kind of revolution can be won in the Tennessee Valley 
it can be won anywhere. Which is probably a sound 
claim. • 

Is there a chance that the hopes whicll the administra· 
tlon has for the transformation of the Tennessee Valley 

may be realized? And if they are realiud, will that 

have as revolutionary implications for the rest of the 

nation as the friends of the project believe? I desire to 
answer both those questions in the aJlirmativc (though 

none too confidently) and to suggett that the rea­
sons for thcte aftirmatives may lie entirely outside 
the w\W field of discussion concerning sources 
and methods of revolution. 

n 
'-'-. Revolution today is an economic rather than a 

political issue. Rudolf Brunngraber recognized 
this when, on the tide-page of his novd, Kml and 

the Twer~liet!l Cmtury, he contraated a phrase 
spoken by l)lapoleon at the beginning of the nine­
teenth century with a phrase spoken by Walter 

Rathen~u. "Poliiics are destiny," said Napoleon. "Eco­
nomics are dC$tiny," said Rathcnau. Mode{n revolutions 

take a multitude of differing forms; Stalin, Mussolini, 
and Hider have alike learned that they are judged 

finally by their balance-sheets. 
In the pasr, economic thinkers of all schools hove 

rested their hopes for the solution of man's problems of 

livelihood on the activities of some sort of personified 
being. It would be hard to decide whether the "ceo­

nomic man" of the economic classicists or the "class­
conscious prol.etarian" of the Marxists was more of an 

abstraction; in terms of American life it would have 

been practically impossible to dig up an actual speci· 
men of either. But as the actualities of the contem­

porary situation are studied, and the impersonal and 
amoral cllaracter of the power-driven maclline appears, 

there is increasing readiness to harbor the idea that 
economic revolution may come to pass as a result of the 

operation of forces which are almost beyond human 
control or guidance. 

A cursory knowledge of recent popular economic dis­

cussion is sufficient to make this suggestion familiar. 
Here is Stua.rt Chase, for instance, talking about "tccb­
nologica) imperatives" which will revolutionize society 

without regard to the readiness of society to embrace 

any of the standard programs of revolution proffered 
by radicals of varioUJ stripes. Or here is Lewis Mum­

ford, bailing the arrival of an age of neotechnics in 

which the transformation of society hinge$ on an intelli­

gent use of the maclline. To such men it iJ quite con­
ceivable-as the technocrats asserted-that the day has 

about come in which the slogans of the capitalists, the 

socialists, the fascists and the communists will sake on a 
thin and hollow sound, for men will discover that the 

real revolutionary is the machine. 
Of course, the human element has not dropped out of 

such a revolution. After all, the machine must have in­

telligent use or it is a potential agent of destruction. It 

has not had intelligent use in thiJ century, and accord· 
ingly it has been an agent of destruction. But if the 

human element can be induced to give the machine its 
cllance under conditions which do not make its sue-

• 
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cess as a productive apt subordinate to the in­
terests of any spc:cial cJau, then the machine may 
prove u much of a liberating and regenerative 
agency u the dreamcn of the early days of the in· 
dustrial revolution declared it would be. 

The Tcn.nessee Valley Authority is the lint at· 
tempt in the United States to me the machine 
from control by a group of individuals and to dU­
cover what revolutionary results may follow from 
its maximum functioning in behalf of a total so­
ciety. The worl<l hu seen nothing like this project 
before, except in the cue of Russia's fiv~year 
plans. There arc obvious 10urces of inspiration 
for the TV A in the 10viet Pi<ltilalc.a; we might as 
well admit that at once and give the people who 
are intent on pinning a red tag on this experiment 
10mcthing to chew on. But the TV A will, if rca10nably 
successful, prove more imponant for history than its 
Russian prototype. The technological competence avail­
able for the service of the machine is much greater 
in this country; the favorable results will appear against 
the background and measuring-rod of a much more 
highly developed continental area; and it will be 
proved that modern revolution does not require a 
political cataclysm as its forerunner. 

DI 

To talk of the TV A in such teems will seem as mis­
leading to many of its staff as to those IOcial radicals 
who will resent what they will construe as a disparage­
ment of the Russian pLm. The project in the Tennessee 
Valley is sciU in its early stages. Many parts of it arc 
still no more than blueprints. Those who arc closest 
to it arc most wary about describing what its final forms 
will be. The fact is that when a group of imaginative 
and socially minded technicians are given almost un­
limited authority to embark on an enterprise in "na­
tional planning for a complete river watershed" which 
is expected to "touch and give life to all forms of human 
conccrns"-those are the terms in which Mr. Roosevelt 
first described the scheme to Congress-they quickly 
find themselves dealing with ;a project which ramifies 
10 far and 10 fast that there is no way of telling where 
the thing is going to stop. "All forms of human con­
cerns" takes in a lor of territory. The TV A has been 
given a blanket charter to make over "all forms of hu­
man concerns" for a region in which live two million 
people, with six million more immediately dependent 
on it. And the President has already announced that, 
if he is satisfi.ed with what is accornplisbed in the Ten­
nessee Valley be wiD eol3rge the scheme 10 that finally 
"all forms of buma.n conoerns" will apply to all the 
human beings in all the principal river ~alleys of the 
United States! 

1n one sense, the TV A is a genuine result of ~ 
nomic planning. 1n another, it is something of an acci­
dent. The planning, according to the testimony of the 
chairman of the TV A, has come because of the deter­
mination of th.e President that not all the activities of 
his administration shall be in t.he nature of emergency 
measures. The accident seems to have decided the loca­
tion of the experiment. Perhaps I should put that in the 
plural, for it seems to have been a combination of acci­
dents that led Mr. Roosevelt to pick the T ennessce 
Valley for this venture. I£ the time ever comes when the 
historian settles down to tell how the TV A came to be, 
here are some of the factors that he will have to men­
tion: 

First of all, the United States got into a war. It needed 
nitrates in the manufacture of munition. Nitrates were 
coming &om Chile; they must encounter the dangers 
of ocean transpon in wanime, when interruption could 
not be countenanced. Money was no object. Chemists 
assured the government that, with a sufficient supply of 
electric power, nitrates could be extracted from the air. 
Accordingly, the government ordered the building of 
the dam at Muscle Shoals, with the nitrate plants bo­
lide it. 

Long before that Stso,ooopoo investment could be 
completed, the war was over. Nor long after that Ger­
man chemists, in that annoying way they have, per· 
fected processes for extracting nitrates from the air 
which made the processes at Muscle Shoal$ obsolete. 
The dam stood there and the nitrate plants stood there, 
and nobody knew what to do with either. Senator 
Norris kept pounding away at Congress to turn the 
place into the nation's largest experiment in public man­
ufacture and distribution of electric power. Twice he 
pushed bills authorizing such use through Congress; 
twice presidential vetoes checkmated him. lo return, 
however, he bad the satisfaction of checkmating all 
attempts to turn the place over to private interesu, in­
cluding one made when Henry Ford, in a moment of 
expansive generosity, offered Ss,ooo,ooo for the whole 
outfit. 

Then came Roosevelt. A• governor of New York be 
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bad become convinced that the private power com. 

pcmies were gouging the public. At Portland, in the 
most specific and liberal of his campaign ~cs, he 
bad spoken of the right of communities to publicly 

owned and operated utility servica, and of the value 

of keeping a "birch rod in the cupboard" in the form 
of publicly set rates as a means of bringing the charges 

of private power companies into line. To top it all, as a 
traveller to and from the sanitarium at Warm Springt, 

Ga., he had become interested in the IOCial and eco­

nomic probleJJU of the T ennessce VaUey region. 
Senator Norris supported Mr. Roosevelt in the 1932 

c:ampaigo. Senator Norris led the cheering for the 

Portland speech. It was no surprise, therefore, when 
Mr. Roosevelt appeared, shortly after election, at Mus­

cle ShoaU, guided there by Senator Norris. Whether, 

on that visit, Senator Norris talked about anything 
more than the utilization, under public control, of the 

potential 200,000 horsepower of electric energy in that 
single plant, may never be known. But Mr. Roosevelt 

evidendy saw more than Muscle Shoall, more than a 
chance to whitde out there his famous "yardstick" by 

which to measure utilities' charges in other parts of the 

country. He saw an entire region transformed by the 
introduction of practicaUy unlimited supplies of power 

at the rates which he believed public ownership would 
make possible. And so the scheme when it reached Con­

·gress, immediately after the emergency measures of the 
inaugural period were out of the way, was this scheme 

for "national planning for a complete river watershed." 
If space permitted it would be a pleasure to write of 

the sort of men who have been recruited for this enter· 

prise, beginning with the three whom Mr. Roosevelt 
p.icked as the directo,....Arthur E. Morgan, engineer 

and educational experimenter; Harcourt A. Morgan, 
university president and rural economist; David E. 
Lilienthal, lawyer and graduate of the LaFolktte school 
of polities and utilities contrOl. Under these men labor 
ns va.ried and competent a crew as bas ever served the 

nation in time of peace. The true "professor's paradise" 
ju$t now is not Washington; it is Knoxville, and the 

other centers of the TV A, where are to be found pro­

fessors drawn from a dozen faculties, not merely talk­
ing about new ways of doing things, but actuaUy being 

given a chance to do them. 
What would you think of construction crews re­

cruited by a species of civil aervicc examinationl They 

have that in the TV A. The 1700 men on the job at the 
Norris darn when 1 was there had been picked after 

most careful examination-physical, mental, and moral 

- from about eight times that many applicants. As a rc­
~ult, they had a construction camp practically free from 

the social problems which traditionally run rampant in 

auch places, and mo$t of the men were taking courses in 
their leisure time (they work in four shifts of Jive and a 

half boun each) clcaisned to prepare than for job. as 
foremen in later oonatruction work or as indwtrial 

leaders in the community factory project~ of which 1 
will apeak in a minute. 

Perhaps the most unwual thing about the whole job 
il the absence of politics. To be aure, you cannot put 

Sroo,ooo,ooo into a region, or disttlbute construction jobt 

along~ miles of territory, without having certain JlO' 
litical factoi'J enter in. But in die mm objectionable 

sense, there acems to be next to no polities in the TV A. 
The di=ton of the TV A do not answer to any govern­

ment department. They are not subordinate to Me. 

Ickes, DC to Jesse Jones, DC least of aU to Me. Farley. They 
control, in the words of the President, "a corporation 

clothed with the power of government." They arc ro­

aporuible only to Congress and the President. And each 
of the three dir~h~ normal term of office is to 

be for nine years-hates the very smell of politics of the 
old quid pro quo type. As a result, I found a general feel­

ing in the TV A region that if you wanted to get a job on 

a TV A project about the worst way in the world to go 
about it was to gtt a letter of recom.mendation from your 

congressman I A letter from your pa$tor might be of 
tome help, but a letter from your congressman was re­

garded as roughly equivalent to labelling yourself a 
political suspect. 

IV 

But now let us consider the much more important 

question as to what TV A means. The general public, 
I am sure, has a very confused idea of the significance 

of this project because of the number of things which 
are being undertaken. For ten months now the press 

has been telling of building dams, building model 

towns, building roads, building or taking over power 
lines, fighting soU erosion, experimenting with crop 

changes and crop contrOl, reforesting, re-locating popu· 

lations, establishing new indwtries, and a dozen other 
things of a similar nature, until the whole enterpriae has 
come to be just a jumbled whirl tc;> the ordinary citizen, 
who is prone to jump to the conclusion that it must be 

the product of a crew of dizzy theorists olf on a tax· 

spending spree. 
It is nothing of the sort. It is not a confusion, a.od it is 

not a joy-ride. To deal with the latter notion first, the 
TV A has operated on $5opoo,ooo up to date and expects 

to uae only as much more in direct government appro­

priations. Now a hundred million doUars is no trille, 
even in these days of ten.biUion-doUar Congresses. But it 

is approximately only t per cent of the spending of the 
Roosevelt administration so far, and it is a form of 

spending that the directors of the TV A claim will be 

repaid inside of twenty years! When you understand 
that this envisages the economic rehabilitation of a re-' 

gion in which about half the population has recently 

• 
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been oo 10111e form of rdit:f, the charge of enravapnce 
fa11a Sat. 

Still lea baais is there for the idea that the TV A is 
jwt a jumble of contradictory and coofwlng achemet, 
the product of an uodiaciplined mob of visionaries. The 
truth is that the basic idea, the controlling idea, which 
underlies and gives unity to the wbole project, is very 
&imple. It ean be put in the foan of a mathematical 
problem: Given a limitlesa ropply of cheap power, how 
ean you use it to best advantage in a definitdy defined 
but poverty-stricken region? That's the TV A-an at­
tempt to answer that question. To attempt to label what 
is going on in the T ennCAee Valley region u sociAlism 
or communism or fascism or any other kind of ism is 
stupid. It is none of these thing~. Rather, it is an attempt 
to work out in terms of a definite locality and a definite 
population an experiment in the most satisfactory use 
of a definite commodity. That commodity it powCl'­
chenp power. 

The TV A may thus be said to be, in its fundamentAl 
aspect, an attempt at revolution through dc:ctricity. It 
is crying to turn electricity free in this entire region, 
just to see what will happen. It wantS to see what will 
happen because it expects that a revolution will trans­
pire. It expects that, if electricity is turned loose in the 
Tennessee Valley for twenty or thirty yean, every part 
of the life of that valley will be drastically change~ 
drastically that it will be ~aid to have been revolution­
ized. If Doctor Wirt and Mr. Sullivan and Congres.s­
man Beck are really looking for a revolution in this 
country, somebody should tell them to stop worrying 
about what's going oo at Washington, w!Uch lives in a 
perpetual fog of talk, and turn their attention to the 
Tennessee Valley, where things are reaUy happenjng. 
But if they do, the agents of revolution they wiU have to 
overcome are not human at all, but the potentiAl power 
of the 3,000,000 harnessed horses soon to be charging 
out of the turbines scattered along the bank.l of the 
Tennessee River aod iu tributaries. 

To be sure, the securing of an a.nswer to the problem 
about using dectridty is rapidly forcing the TV A to 
grapple with a lot of other problems. For instance, one 
way io which electricity ought certainly to be used in 
a rural region is on the farm, and the TV A intends to 
provide it so cheaply that even the struggling fannen 
of that region will depend on "it to serve them in doum 
of ways. But what use is there in planning to carry dec­
tricity to the farmer when his very farm is disappearing 
through soil erosion? All over the TennCACC VaUey 
region there are fields which, after beating three or four 
crop$, have become unfit for further use. In the vicinity 
of Norris Dam, erosion has already permanently do­
strayed 445,000 acres of farm land; only JOO,ooo acres 
rem~in worth fighting for. In the ¢1ltirc TV A territory 
it i.! estimated that about a quarter of the farming land 

b.aa been thw put out of production. NaturaUy, facing 
a altu.ttion auch as tbia, the TV A u forced to fight 
erocion. But it docs 10 in order to protect its potenti2l 
market for electricity! 

So it hu been with a number of other developments. 
Viewed auperlicially, they ahow little interrelation. But 
viewed carefuUy, they all have their part in working out 
the problem of how to we immense quantities of cheap 
power most wisely. Electricity u the subversive agent 
which is undermining the valley'• former JtatUJ. 

Consider, for example, what is likely to happen to the 
•fanner of the Tennessee VAlley region with electric 
power available at the astonishingly low rates w!Uch the 
TV A ia Already offering. (Present rates are figured on 
the basil of the available Muscle Shoals output; when 
the entire J,roo,OOO horsepower sy11em is in operation 
there thould be further reductions.) If be is a hill­
fanner it is probable that he, or members of his family, 
have handicraft ability which holds promise of n sub­
stantial increase in the family income. But i£ this ability 
bas been used at all, lt has been by means of such primi­
tive toob that output bu reached only the tiniest frac. 
tion of the potenti2l market. 

Now, however, the IUU-farmer reads in hi.! Southern. 
farm paper the slogan, «Light up on a dozen eggs a 
weeki" and the promise that costs will be so low to 
patrons of the rural co-operative lines that the operation 
of power-driven looms or lathes will involve an expendi­
ture of not more than a couple of doUars a ·month.1 

With government credit available by which to begin 
operations and governm.ent aid offered in marketing, 
even the isolated dweller in the Tennessee mountains 
may therefore look forward to possessing the one thing 
that the hill-dweller has always lacked-a cash income. 
Both the hill-<lwdler and the sociological pundit ~ill 
assure you that the IUU-<Iweller with money in his 
pockets will never be the $atJle again I 

Equally direct will be the effect on farming in th.e 
lowlands, especially in those extensive regions which 
should become one of the richest dairying sections of the 
couotry. The completely electrified farm in the Ten­
neqec Valley, with every desirnble electrical device 
at work in bouse, tool shed, pump house, thirty-cow 
dairy bam and silo, is offered at a charge of about ten 
doUars a month. If, as Southern economists have been 
oontendi.qg for years, the immediate salvation of the 
Southern farmer depends oo his escape from bondage 
to a single crop, and his long·range salvation requires 
that vast stretches of his now-starviog aoil be afforded 
the rejuvenation of grass crops, then a TV A monthly 
power bill of this sort may well prove the emaocijntion 

1 Actual 1V A r1tcs a.t tbr momc.or. . Cor m idcntial we, are 3 
et:ntJ prr kilowatt hour for the fi.nt so KWH; 2 cc.ntJ lot the nac 
IJO KWH1 a ecru lot the next lOO KWH, and 4 mllb for all over 
•oo KWH. For industrial and commc.rcU.I usc, the ntet arc nUl 
lower. Compare these wlth the r11a on your Ia" el«ttk Uaht bUt. 

' 
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of men who have lost all hope of ever getting on the 
right side of their cotton and tobacco ledgcts. But if 
they stic.k to growing these two "robber crops," then 
TV A comes forward with the promise of substantial 
reductions in the cost of fertilizer, as a result of the 
phosphate experiments now under way in the old 
nitrate plants at Muscle Shoals. 

v 
But after all, this is a poor way to approach the social 

revolution which cheap electricity may bring to the val­
ley, since it is the most unimportant of the changes In 
prospect. None of the bosses of the TV A would admit 
it, if you were to put the question to them, but I have a 
persisting suspicion that they do not care very much 
what l}appens to the isolated farm; at least, it seems 
clear to me that if this enterprise works out logically 
there are not going to be many isolated farmers left after 
a few yea.rs. And this for causes other than the trans­

planting of farmers to make way for the 12kes which 
are to be backed up by the new dams, or to get them off 
the marginal lands which have already lost their pro­
ductive powe.r. Certainly the social group which most 
interests the TV A at present, and the one which it is 
expected will be altered most drastically and swiftly, is 
the village. And if the villages of this region become 
even partially the units of prosperity which it is claimed 

• cheap power will make them, then I do not see how 
they are going to restrain the isobted farmen from 
moving into town. Perhaps the old folks may hold out 
for the cabin up the branch or the farmstead in the 
bend of the river, but not the youngsters. 

After you have studied the plans they are making 
for the vi llages of the valley for a while, you begin to 
suspect that Henry Ford, rather than Arthur E. 
Morgan, must be the real director of the whole scheme. 
For this is really Mr. Ford's proposal for decentralized 
industry on an agricultural base, now to be tried on 
an enormous Kale. Mr. Ford believes that the most 

stable and most humanly rewarding type of industry 
is that which plants the worker on the land, as a tource 

of food and bodily vigor, and then gives him 
ac:cesa to the factory, as a aouree of supplementary 
euh income. The TV A believes that it can make 
every vilbge in its territory the site of a factory 
enterprise of tome 10rt, from which the vilbge 
inhabitants may secure suflicient cash income 
greatly to lift their living atandards, while from 
the vilbge they-will go out to cultivate the farms 
in the surrounding region. No insoluble diffi­
culty is expected in making the calendar of the 
farm fit the calendar of the factory. 

At this point appears one more reason why the 
Tennessee Valley offers a logical place in which to 

bunch this large-scale experiment in planning. In no 
other JXUt of the United States have there been made as 
inclusive and careful studies of the resourees, both avail­
able and potential. Soil studies, geological surveys, plant 
experlment.r-all that sort of thing has been pushed here 
as nowhere else. Especially in the laboratories and social 
science classes of the University of Tennessee, under the 
presidency of Doctor Harcourt A. Morgan, has this 
study of economic resources been prosecuted, and Doc­
tor Harcourt A. Morgan is now one of the directing 
triumvirs of the TV A. The result is that, given this 
principle of vilbge reorganization around power-driven 
industry, the TV A is ready to locate industries in the 
appropriate villages just as fast as the dam-builders along 
the rivers can provide the necessary power. 

ThiJ means, of course, an end to the senseless methods 
by which industries have been located in the past. No 
one is going to open an ice-cream factory in Hicks­
ville, Tenn., because the Hicksville chamber of com· 
meree has a smooth-tongued secretary, or because the 
Hicksville bank has an abandoned brewery on its hands, 
or because Hicksville is willing to grant tax exemption 
for nin.ety-nine years, or least of all because the ~pie 
of Hicksville can be induced to work for next to noth· 
log. If an ice-cream factory is planted in Hicksville it 
will be because a collection of figures, charts and maps 
in TV A headquarters at Knoxville proves that Hicks­
ville is a natural dairy center with proper transporta· 
tion connections with the other valley markets in which 
ice cream can be profitably sold. 

At this point I might as well speak of one factor in 
this village planning that I am convinced is going to be 
considerably modified with experience. This is the dis­
tinct flavor of localism which now marks the TV A pro­
posals. LocaliJm Is in the air these days; the lending 
in.dustrial n.ntions have a bad case of it-they call it 
autarchy or national sel£-sulliciency. Nor do I wonder 
that the TV A leaders encourage the same idea, for they 
have reason to guard against the bowl which will go up 
from industry in other parts of the country when these 
new factories open up all over this region. It is the £ash. 
ion, therefore, to talk as though these Tennessee V aJ. 

•• 
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ley plant$ are to have merdy enough ea~clry to 
provide for the needs of the valley; that idea is 
even carried 10 far as to suggest that pay in the 
valley factoriu may take the form, in consider- ' 
able pa.rt, of a 10rt of valley scrip exchangeable 
only for valley-produced goods, 10 that workers 
in one village wiU be practically confined to the 
purchase of products from other villagu in the 
same territory. In practice, however, it will in­
evitably be discovered that the Tennessee Vallcy 
region, rich as it is in natural rC$0urCC.S, will re­
quire importations, while many of the projected 
products of the valley are to be of such a special­
ized nature that they will be 10ld nationally, and per-
haps even .abroad. ' 

Leaders of the TV A believe that these factory-plus­
f.mn villages can be made dilfercnt from anything that 
the United States bas known, not only in the economic 
security of their inhabitants but in their social arrange• 
ments as welL As a demonstration of the sort of com­
munity they hope to sec grow up under the impetus of 
cheap dectricity and aoclal planning, they offer th.c new 
town of Norris. Properly to discuss Norris would re­
quire an article in itsdf. Here it can only be said that, 
instead of building a makeshift camp for the corutruc­
tion crew now working on the Norris darn, the TV A is 
building an entire town planned for a permanent com­
munity of about two thousand people. What will those 
two thousand do? It is obvious that the town will not 
be populated by the permanent force at the dam; two 
dozen men can look after the dam and power plant, 
once they arc constructed. Some sort of factory industry 
will have to be established; undoubtedly the TV A ex­
pens arc now studying the reports which will determine 
what that industry will be. But note the number of 
other ways in which Norris will dilfer from the towns' 
with which Americans are familiar: 

It will have no real.cstatc speculation. H ouses and lots 
will be available only to workers, and deeds will be so 
drawn as to preclude both booms and $3gl in the real­
estate market. 

It will have no competing retail stores. Esscntiai re­
tail stores will provide goods which have passed the 
tests for government standards at prices that are rea­
sonable for both buyer and seller, but there will be none 
of the economic massacre which usually goes on in re­
tail trade in small towns. 

It will have no competing churches or other social 
or philanthropic organizations making an inordinate 
drain on the resources of the inhabitanu. A community 
centre is already operating, in a plant which provides 
every cultural facility. Later, there may be a church­
but only if the denominations can agree on a single non­
competitive institution. 

Every family will control enough land to provide a 

large garden, and a network of good roads will mnl<e 
transportation to farms within a radius of twenty miles 
or so both quick and easy. 

Houses will be well built (most of them are of brick), 
heated by dcctricity, with electric cooking, dcctric light­
ing, dectric laundry, electric refrigeration and a general 
use of electric appliances. 

In such a town workers with a cash income of, say, 
$r:zoo a year can live on a basis of comfort and economic 
security which three times that income might not pro­
vide deswhere. It is not cxpccred, of course, that all the 
towns in the Tennessee Valley will be transformed into 
other NorrUcs overnight. But it is expected that, :u 
knowledge of Norris spreads, the other towns whlcb 
have the same basic commodity of cheap dectricity on 
which to build will progressively make themsdves over 
after the Norris llattern. Most of the TV A leaders seem 
to be confident that after the people of the region have 
become accustomed to the idea that living and work­
ing conditions are to be transformed in an era of cheap 
power, they wlll go on narurally to the idea that con· 
ditions which have characterized politics, education, 
merchandising and even recreation are to be trailS­
formed likewise. 

Plans for the larger towns are substantially like those 
for the villages, with the scale altered a bit here and 
there. The village: factory is to be a small enough affair 
so that the worker can spend half his time--or more 
if necessary-on his farm. The faaory in the larger 
town, designed to serve a market perhaps as large as the 
entire valley, will leave the worker with only time 
enough to cultivate a garden. But this garden should 
prQducc most of his food staples; the worker is still to 
have his roots in the soil. Only in the cities will that be 
impossible. 

In the city the TV A wlll spend no effort to increase 
the present factory population; factory decentraliU~tioo 
is one of the major result'$ which electricity, as revolu­
tionary agent, is expected to achieve. Such industries 
as remain in the cities will, it is expected, be those which 
are producing for a national and international market. 
But the change in Jiving standards which dectriclty 
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holds out to urban factory worken will rcault from 
wage scales which will make normal the UJe of labor· 
aaving electric appliancu which can be bo11ght for far 
less than in the p:ut, and operated at the low TV A 
power rates. 1 

VI 

It hardly needs to be said that 1uch a project will be 
bitterly fought. There will be opposition from the Ten· 
nessce hills and the Mi.ssiasippi cotton Bats, from the 
.individualisu of those region~ who view any new pro­
~ with suspicion and are quite content ,rith their 
present mode of life, uninviting as it may seem to others. 
Local politics will begin to make trouble before many 
of the TV A plans can be carried out, although thil 
fnctor is not likely to play much of a part until th.e 
initial government appropriations have been fully spent. 
And national politics may pick this for a major battle­
field. Most· of the TVA workers seem to take it .for 
granted that a Republican victory in 1936 would be 
equivalent to an order fo.r abandonment of the entire 
enterprise, although one might think that thoughtful 
Republicans--assuming that there are such-wou'.d 
be in no hurry to junk the one experiment by which 
we are trying, as a nation, to cliscover whether we 
can have eoonomic planning under any form of capt· 
uJism. 

More important will be the opposition from business 
interests in other parts of the country. These are bound 
to see the projected TV A factories as government· 
fostered ~mpetitol'$-and who can blame them? The 
excitement that managed to get lt!rred up in Congress 
over Mrs. Roosevelt's modest little furniture factory 
project in a West Virginia subsistence community 
offers a prophecy of the hurricane that the TV A will 
have to rid.e out after the various trade associations 
(probably with union labor support) go into action on 
this tremendous undertaking. And of course the pri­
vate utilities do not intend to see the TV A yardstick 
for electric rates or the TV A appraisals fpr purchasing 

1 As a result of ptaJUt< &.m the TV A. the ac-.1 Elccui< c-­
pallylw alteady pu< oo the marlcct In clccui< r<friacnii>C for S7H•• 
and an electric range lor $72 (the two to~<thcr for SI39·SO). Fl!ild• 
aire bas brought ouc a rcfrigttat:or for S77 • .so, and other comparUc:t ue: 
making similar rcductiona in prica for clcctrial appli&Dcco built to 
government apeci6cations. Through iu Elc:.arlc Home and Fum 
Authorit)'-:111 Su,ooo,ooo ouboidiar)'-<he TVA will fin.toce the 
purthate of such appJiaD«< for any rcaponaiblc family in the n Ucy, 
opreading the paymeatJ, with ••allaiblc carrying dwaa. O'IU four 
ycau. 

• 

plants and power lines emhliahM u pn:c:edents with­
out moving heaven and earth. Already Electric Bond & 
Share (which a to say, the Morgan interesta) has 
fought one bitter b4tt.IC>-which it lost-over the price 
offered for the Knoxville utility plant. The organiza. 
lion of the American Federation of Utility Jnve1tou, 
Inc., to fight the whole idea of putting government 
money into auch projeeu is equally a notice of coming 
war, for on the board of thb body will be found not only 
some of the country'• best known financiers, but emi­
nent representatives of Catholic. Protestant, and Jew· 
ish boclie.-Q)i of them, presumably, with endowments 
in which utility securities play an important part. 

On the b:uis of political precedents, I would predict 
that any auch combination of opposition as will be 
marshalled against the TV A program would win. But 
in this instance, I am not so sure. Perhaps the Rooso­
vdt administration will continue until 1941; perhaps the 
present TV A lcadera will retain their free hand nnd 
their adequate government financial support at least 
that long. In that case, they arc by no means foredoomed 
to defeat. Tha much, at least, is in their favor: they 
expect a fight and arc not afraid of it; they expect the 
thing which they are doing to produce a social revolu­
tion, and arc not afraid to face and light for it. On no 
other basis do they believe that the government'• in­
vestment or their own labors can be justified. Men who 
are in that mood, and have the resources of the United 
States of America at their baclu, arc not licked-yet. 

Of course I have hardly begun to forecast in this single 
article the extent of the social changes which wiU take 
place in a region where cheap power is made available 
to every one. Even the TV A workera do not claim that 
they can foresee more than a small part of the differ· 
ences which their venture will ultimately make in living 
conditions in the Tennessee Valley; But to those A.mer· 
icans who instinctively draw back from experimenta· 
cion, may I offer thb single suggestion: The air il full 
of talk about the coming of an "ecnnnmy of abundance," 
but the TV A offers us our first chance to 6Ce, in Amer· 
ican terms, what this may actually mean. The techni· 
cians who have been turned loose in the T enncssee 
Valley are starting out with an abundance of a b:uic 
eommoclity-power. Before damning what is going on 
as soci•lism or communism or anything dse, why not 
give it a Uttlc time to see what will happen? It is just 
possible that the result may turn out to be no irm at 
all, but a richer American life. 

"' 
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THE W HITE HOUSE 

WASHINGTON 

Memorandum for llr. Early: 

I 

' 

Mr. McBride brought this over. 
Thinks 1t lllight be helpful to you 
and the President. 

-

Be wants it returned for Secre­
tary Hull's files when you are through 
With it. 

Y.H.M. 
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IMELSOM HOUSE POUQHKEEPSIE ,..,., -----
~EORQE CREfi MAtL£D A~TtCLE FRIDAY TO THE · PRES1DE'MT A·T IASHINGTQN 
I • 

STOP ARTICLE DEALT liTH M£1 LAND AND· lATER COMS£~YATIOM PROGRAM . 
STOP MANUSCRIPT GOES TO PRE~S FRIDAY THIS lEEK STOP MR EARLY 
SUGGESTS YOU MIQHT HAVE THE MANUSCRIPT AT HYDE PARK STOP IE HAVE 
A COPY BUT WOULD A~PRECIATE lORD AS · SOOI AS ·CONV!NIEMT STOP SINCE 
ORIGINAL INFORMATION CAME FROM PRESIEENT M•. CREEL AND IE EAGER ' 

TO LEARN IF TREATMENT IS SATISFACTORY STOP APPRECIATION AND 
REGARDS• 

WILLIAM L CHENERY EDITOR COLLiERS 1£!KLY~' 
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Collier·s 
'111/! 'NATIONAL WEEKLY 
~. P. COLLII!R & SON COMPANY 

IIJO MilK AV&N U C 
NeWYORJt 

The Honorable Frankllu Do ROOieTelt, 
The White Boule, 
lfa•hlngton, D.c .• 

Dear Jo!r. Prelidenta-

NOYelllber ZDd, 19M. 

I hate to add to your burd.al but it 11 fit¥ · ~ 
hope that you may tind tt.e to read the enoloaed artiole. Collier'• 
agre11 with 1111 that it 1e a tr_.toua idea, holcling more hope tor a 
pro1peroua and penanent "-rloa than ~ yet actn.noec!. 

The date set for publication ia Deoamber 8th. 
As I understand it, this will be about the time that ;you will make 
announceunt ot the plaD. A:Ay obange1 ;you 111&1 d.ellre • or na-•Uou 
that you have to otter, will be deeply appreciated. 

Aa I am flying to California tomorrow, will ;you 
be good enousJl to o-=ioate with Jlr. lfllllaa L. Chenery, the lditor 
ot Collier'•' 

P. s. Ie there ~ ohance ot an expression tram you on the article 
that could be U8ed a. a torword' It would be 1110re than 
helpful and I th1nlc the importance ot the IUbjeot juetitiel 
it. 
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• 
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, ... ~, ra~l eleot~lfloatleD, irriaatloD, ~•e~eatioa, ~1 wate~ 

eapp17 aDd ~laace. 

All eDd to the pall ud baul of the ,aet, wl th seopape~• • ••· 

-S1Deera, fo~eetera, I&Dlta~lau, oit7 plaDaera, eoll ezpe~te, la­

·4111trla1 aDd acrioultural authoritlee all worklDI aide b7 e14e, 

ehoulder to ehoulder. The earth reetored to ita fo~r fertlllt7, 

aDd the onne taqht to till late1Ugent17J n.et etretohee retanect 

to ara••• to orop-bea~lBC treee aDd harct.oocl toreete, or to wi14 lite 

preeerYeea plaDDe4 ru~l oommanitlee with the deTelopment ot looal 

tradee, arte and oratte, tbue aohieTlng a better balanoe bttween 

asrioulture and iD4uetJ'7 eo tbat eupernaoae o1t7 workera •7 be 

drawn baok to the lu4. 

•ot regl•ntatioa ID &127 eeue ot the word, bat a reooTeJ'7 

of iD41TiduaU .. in the higheet eeue ot the wor4a u opport1mit7 

for oountleee thoae&D41 to .ate the beet of their 11Tee 1Detea4 ot 

the woret. 

J1Te huD.dred llilliolle a :rear tor a epu ot 78&ral A etaueriDI 

eUJD, bat the •11 behiD4 the idea aek tbat it be Tined ae a e01111d 

iDTeet.IDt with eTeJ'7 projeot· baTiDg a 10o4 obaDOe to proTe eelt• 

-liquidatiog. Boulder ~ ooetiDI t165,ooo,ooo, alrea47 hal water 

aDd power oo11traote ia euttioient &DORDt to iDiure re,a,..Dt of the 

mo11e7 in fift7 7eare with 4 per oent iDtereet, &D4 thie takee ao 

aoooUDt of the aillione that will be eaTed throulh noo4 &lld eilt 

control. 

The Colwabia riTer irrisatioa aad power projeot ooDteaplatee 

an ulti .. te expenditure of I394,000,000, but ita water• will be 

eold tor the irricatioa ot 1,200,000 aoree of laD4, a n.et, rioh 

aoreage tbat would otherwiee be loet to pro4uotiTit7• ~en it the 

• 
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'lea••••• Tau.,. Aauanlt7 .,.... ., •• taao,ooo,ooo '" tu tiM of 
the ta•t' 1 eoapletloa, a 1&:r1• pa:rt et the ••17 wUl •• 'baek 
t:roa Ute eale et powe:r u4 ehMp te:rt1Uae:r. Jlo:re tll&a tll&t, tU tz­
-pert.eat expeota to etteot eooa-.!11 la the p:ro4uotloa ot power aad 
eleot:r1oal eqal,.at that will eaye the oo~:r1 ot eleotrlo eur:reat 
twloe the ooat ef tbe ~~eot. 

Ia the laat aa&l,ale, howeYer, the queet1oa 11 ••• ot eelt-p:re­
-•e~t1oa rather thaD p:rotlt. ~e:r ,aara the 111eat11t1 baTe wa:raed 
asa1Dit the waate ot aoil aad water, po1at1as to Spa1a, Oreeoe, Pal­
-eatiae aad Po:rtacal •• proof that IYeD the .oat fe*'ile l&Dd oaa 
10 baot to deae:rt. Thea• wara1aae baYe ~owa 1ao:roae1as17 ex,11olt 
uat11 to~ m&D7 autbo:ritatiYe Yoloea deol&re that the ea4 ot aaoth­
-•r buD4re4 7ea:r1 ma7 11e ~r1oaa oeatrea of popal&tloa aa deae:rted 
aad deaolate aa the o1t1ea uaooYered b7 a:robaeolos1eta 1a "tbe Juaalee 
at Cb1apaa aad 'hoataa. 

'lbo .. who 1&111 h at th1a ae tartetahe4 ahould taYel tb:roqk 
• • the•Datotal where ~le after ~le ot oaoe tillable l&Dd i1 DOW white 

with alka11J th:roulh the ba:rrea, ~Qllled :res1oal ot the South where 
Amerioa'l olde1t aad pu:re1t at:rala aow ao:rabblea a ..aare, wretohe4 
exieteaoe troa laud their tatura ru1ae4, the aYe:raae aDDU&l oa1h 

• 

'~, iDeo .. ot a tarMr 1'&DI1DB troa t4G to te6 a 7oa:rr tbroup the Jliaa­
-11a1ppt Vallq, that IJ'&D&I'7 ot the world, ao r&ftllcl b7 nood, 10 
buraed b7 drousht, 10 exhauated b7 atup14 tal'aiq that ~t at:ratchea 
haYe beea abaadoaect, aD4 earth that ued to haneat to:rt7 buahela 
to the aore aow 711141 tea aa4 tift•••• 

At eYeJ'7 poiat a reokle1a, oa:rele11 people 11aa to baTe .. ,. 
it a bu1iaea1 to clef)- aatu:re 11 lawa. Ye out 40WD the to:reat1, we 
plouahed up the aod, we 4raiaed the poade aad lloupa, we toot all 
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•BDft et J~&i• to l'Olt tiM .. u ot aouta--.t ... pntooUoa, .U 
wol'kM wi'th oq•l oat!auttua to cloploto tho u4erp~ wator • .,1)'. 
Kzpol'tl •noel t'bat tuao nltto:n&~~oaa naoi'Yoll'l won aot ta-.. 
-laallat11tlo, 'bat •• ..U: artMlall n111 w1 tkoat naltol' ... pt~ loft 

tile pipN uoappocl. J'or tho laat toa JO&H tho Dt.totu h&Yo hacl 
bettor thaa tho a'Yer&CO aaaual ~ia,.ll, 10t ari4it7 il Pl'OII'tlll'Yoe 

AMrioa'a topoo11 11 oal:r troa two to tuoo teot 4oop, aa4 

boaeatla that 11 hanpaa, lnlt •• llaft coao oa tho aa1aapUoa that U 
ha4 ao bottoa, aa4 tla t all of it waa t1zo4 to tlao a pot b7 ••• 
aort of aaohor. Aa a oo .. oquoaeo, till'•• billioa toDI of soo4 srawi~s 
earth 11 loot to tho flolu of the l1D1to4 stat01 "'1'1 4&7• Ill t1ao 

K1ui11ippi Yalle:r it ia aa if dx thou•D4 tftok loau of tope on 
wtrt haulo4 awa:r I'YOI'J alauto of I'Yti'J Jtar. 1'hea tho topaoll cool 
froa the upper lnelo, oaa4 aD4 ola;y are nahe4 40WD iato tho 

lewlaa4o, doatro.riaa procluoti'Ylt;r. 

't1at 11 aot waeho4 an.1 1a blOWD awa7, for wo llaft ehopp" 
4owa trooa, tora up tho JI'&IO &ad lett plou&bo4 aa4 harrewo4 ao11 at 
tho aoroy of tho w1D4. Aa a oo .. oquoaoo, 4uot otol'al aro t.or ... -

·lacl:r oo-., ut tho kat a&J totnbooOM tam liar with • Jlaek 
B11aaar4a • auoh aa t'bat 1Jhieh atarto4 lalt •~:r oa a treat 

atrotohlac troa Oklahoaa to tho llakotaa, 4aaptq Yoato:ra aotl up 
aa4 4oWB tho AtlaaUo aeaboa1'4. 

AI a coot illuat~tioa of n.ata aD4 ahortailbto4Doaa, take tho 
sreat Central Vallq of C&llforala. Ii111111 ia tiRo lle.aiu ot tho saa 
~oaquia u4 S&o:raaeato :rlYora, it ia fiYo baa4ro4 alloa loac, fort1 
all .. Wi4o, hal ~,000,000 aoroa of irripto4 1u4 aD4 a populatlOD 

of 90o,ooo. Thoro too, aa iD oo __, other aootioao, people 

aaauae4 tbat tho u4o:rsrou4 water oupplJ waa llaltltll, aD4 to4&7t 

' -~ 
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ae a reeult of exoeeel~• ~lac, lowered water table• threatea to 

•••4 tlae Tall.,. 'baot to 4eaert ud aa1 t •nh. Tine,al'4a aD4 orehal'4a 

ha~• ·41e4 ia larc• ~ra, other• are d71aa. and fiel4a oaoe cnea 

with alfalfa aa4 10ldoa with wheat are now aa barren aa the auq 

etretohee of the IOja~. 

' !he Delta, toraed by the ooafiueace ot the San Joaquin &Dd 8&C• 

. ~~nto, oontaine one halt ~llion aoree of exoee4ias17 rich l&a4, 

all reolat.ed bT l~eea. Due to the Sacramento'• 4iminiehe4 tlcw, tha 

reault ot uareculated irrigation, the aalt water from San JTanoiaoo 

BaTe brousht up twioe daily by the tidea, ia ruiniDI the fertile 

deeert landa. The aame aaline incuraion hal aleo worked he&~ dam· 

-ase to the induetrial dietriot tn Suieun Bay, and it uaoheokl4, 

taotorlee •Y be compelled to d .. ert the area. 

It 11 not ae it there were a lack ot water, tor . ~ery wlater 

•••• the Saor&Mato ill flood, workiag dams• and e~en ruin &I it 

roar• down to the Paoitio. It ia now the plan, after ten Te&re of 

etud7 and the expenditure ot two ~llione on •~•71• to build & 

great daJI ta~ up the Saor&lll8nto, where water will be ator~4 duriq 

the winter montha tor flood control, and releaeed duriag the •~•r 

monthl to meet the deaanda ot doaeetio water eupply, irrication, 

na~isation and ealiaitT oontrol. A canal will pro~ide treeh water 

tor the induetriee alons Suiaun Bay, and water di~erted from the 

Delta will be traneported eoutbward, uaiDs the ohannel ot the San 

Joaquin ae a oonduit, and other oanale will '''''''~' branoh out 

from a dam at JTiant. The eatt.ated ooet ot the entire projeot 

ie in the neilbborhood of $170,000,000, and federal aid ia a 

neoeeeitT• 

Should the son~nt prorlde tbat aid? !7 way of anawer, the 

C&litornlana point to the taot that the Delta lande produce oropa 

v 
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'fa11le4 at po,ooo,ooo a ,_r, that tu amnaa1,o11tpt of tu S1l11a 
taotOJ'lel 11 1100,000 a ,_l't aD4 that ei1ht .... u .. ia the 8U 
Joaquia Valley aloae haye an aaaaal Yolaa. of 1214,000,000 1D re­
-tail ealee. A 'b1lyia, ponr the t1a• tbat of Idaho, twice tbat of 
Yyoaia, OJ' J'n lhzieo, &Dd IJ'eatl;r iD eXCIII of •oata•1 Utah OJ' 

Ariaoaa. It 11 ae lt elx Yeetei'D etatee were taood with &DDih11at1oa, 
aad alide tl'oa tu eellapee of a IJ'O&t etate, the Callfoi'DiUI oa­
-pbaeiao the loll of federal taxoe aDd tho ld.lllou that would baYe 
to bo opeat on relief. Attent1oa 11 aleo called to tho tact that 
mining eaglaoero eetimate that there ie etill $6&0,0001 000 worth 
of gold in Callformia'• srayel 4epoeite, eaoily reoo•erable b;r 
bydraulio operaUou, and tbat tho ooutruction of tho Central Valley 
water project would •ke rooeyer.y poeeible. 

Laud goiq back to deeertr a laqo porooatago of fal'alre turulag 
iato hopoloee aomadeJ tloode deetroJiag lifo aDd propert:rr 4roughte 
worklas ruiD aad mietrJ; preoioue topull either wae~ d away or 
piled root-high b:r wiD4aJ UDhapp:r people paokiDg tho•el•e• like 
ear41aee in the ci Uoe becauu thoro 1a not a linq for tha ia 

• the eouatr.yr the UDhappy eituatioa that thoaeaade aow oa relief Will 
b&YI to be oontiaued on relief, growiag to aooopt charity aa a 
Teeted right. 

Tbeeo are eo .. of the coaditione that baTe led to tho Preai­
·dent'• plan for coneer.ation aD4 reetoration on a national ecalo, 
aeeertias tho federal so Tern.ont•e right of ooatrol oTor e.or.r 
drop of nDDingbwater in tho UDite4 Statea, iaeietiag that water 
roe011rcee .uet bo trtatod ae a whole, aa4 that only tho co-,loto 
watershed can be conei4ero4 ae the proper operatiDI uait. The otatoo • 
baTe •de a botch of it with their blckoriap, fight1DI botwtla 
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tU.elne ner r1Yon, a..t tipUq wUhia th .. olne abeat •t•U.. 

ri1ht• aD4 4owaetreaa rilbt.. 

fho fe4ora1 1•••~nt 1teo1f hae eqU&D4ore4 .t111oae thl'oalb 

laok of plauiq an4 iatol UI•Dt oooi'41•Uon. Snoral 70&H &IO oao 

dopart .. nt doo14od to build a 4aa for tho triple purpoeoe ot tloo4 

oontrol, maYi~&tion and power 4oYolopment. Soon attorwar4e another 

department built a ~llion dollar bri4ae aD4 throe adllioae worth 

ot hipwa,a, all equarel:y in the outre ot tho area tbat woul4 be 

ooYored b:y tho 4am'• etorase reeorYoir. 

, 

One federal authorit:y aete aeido lakee aa sam• proeorYoe an4 

wild towl uureoriee, and another authorit:y Craine the lakoe ~o pro­

-Yi de new farm lan4e, onl:y to find that the eoil at tho bottoa ot 

the lakoe 1e non-pro4uot1Yo. Xilliona hayo been epont to reetrain 

tloode, but little thought baa bean SiTeD to their proyontion. Lnoee 

on tho Lower Jlieeieeippi a:y han T&luo, but how auoh 110ro iattlli­

- gont to apeDd tho •no:y on the lli&Jd, the Vononphela, the .Alle-

-ghany and other tributarhe ot the Ohio where the tloo4a atart' 

Bocauao daa bui lder• ~Te not calle4 in tho toreetore and eoil ax­

-porta, ailt troa sullied hilleidee baa tilled tho atoraso reeor­

·Toira • 

.A etcp will be put to thie eort ot thiq, juat •• atatoe are 

s oiag to be aeked to quit their wrangling and join with tho federal 

goTernment in Wholehearted cooperation. Unified and coaprohonoiTO 

regional planning ie oo..anded b:y oommoaaoneo and by OYOry inatinot 

ot aelt-preearTation. Hit or ~·• coneol'fttion and deYolopment muet 

siTa wa:y to ol'4er, doaign and torethousht. Tho exporienoo ot tho 

!onnoaaoe Vallo:y .A.uthorit:y, sainod in tho ooaparatlYol:y abort 

ti .. Of a 70&1' aDd & bait, prOTOI OOD01UiiT017 that thOIO objOotiYOe 

can be attained. 

I 
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'l'ho ftooltl' :0.. 11 Hbl 'bllllt tltttiD a1lu a'bo9e U.. YUaoa 

Dut at •••1• Bhoa18, a114 tar up •• tho Cllaob l'lftl', •- ollbt~ 
' ~loa bw,roa4 ita 3aaotioa with the fo~•••••• the .t1ht7 •ol'l'll 

Dut ia ia proeo.. ot ooutnoUoa. At a roaul t ot Wa h11h17 toel'd­
·iuto4 a;,.toa of daM, aot oal7 18 power aaaaH4 the whole ~ear, 
bat tloo4 ooatrol ia caaraatoo4 &D4 alao law water ooatl'ol. . . . 

ODo of tho priaolpal attaota OD the ftDDtaaoo Vallo~ Autborlt~, 
and oa OTt1'7 other to4oral proJoot tor tho doYtlo,_eDt of ~o­
eleotrio power tor tbat •tter, 18 tbat the ooaatr.r ia alreaq onl'­
-auppliod. B.T wa7 ot &D8Wtr, a rooont aurT07 abowed tbat aixt7 pel' 
oent of the far.ora of tho United Statea owao4 auto.obilol, tortT 
per coat bad tolophoaoe, holYO por ooDt 1'11DDlDC water aDd oDl~ 
fiYt por oont uaod olootrio1t7• All of whiCh would atom to iatloate 
that while autoaobilo manutaoturora aDd tho tolophont oo~ioa 
baYo booa up aa4 4o1q, power pooplo ban 'elopt oa tho 3ob. 

Tho Toaaeaaot Tallt7 Author1t7, etu47tas tboao ti,uro1, protot4-
·•4 oa the theor.r that tho treuble •waa ua4er-oouuaptioa, not oyer-

• 1 

-produotioa, iaaietiDI that the 4emaad ooul4 be doablt4 aD4 trtblo4 
••r.r quiok17 if the prioea oa elootrio ourreat aD4 oleetrical ••ulp• 
-110at were lowered. At a oouequoaoo, tho nootrlo HoM aD4 Jam 

Authori tJ' waa broqht iato boiq, a IJiillioD dollar IOYOrDMat oorpo­
·ratioa baokod b7 a ore41t of ton Jilillioaa froa tho Beooaatruotioa 
~lnanoo Corporatioa. 

T04&7 a bouowift iD the TODDIUOI rt1i0a 0&11 walk late btl' 
local 4oalor aD4 ba7 aa elootrio raDII• aD elootrio rotri1erator, aD 
eleotrio water boater aD4 a pol'tab1t ~tol' oa tt... 'l'ho doalor 
oolleota tho full ~UDt la oath troa tho Klootrlo HoM aD4 Jam 

Autborlt7, aD4 oaoh aoath tho local el~otrio ooap&DT adda &D ltoa 

~~~-~-· 
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to \U laou•ttoto 11111 U.t la tou JMft aMftl8M ~ total Ill~ 

of the appll&atoo to1t~ wl~ 1atoroot. ~~ aoa-.,, of o.aroo, 11 

4al7 rat ttt4 to the 'IKD. Dao to tteoonro4 oooa..toa, tanattou 

aa4 aa11 pro4aotloa, prlotl art a~ .. t - oao '-lf ~t tbw,r aat4 t1 \o. 

Ia ~polo, ~llltllppt, . tor .,..,11, t~o .. athlJ ~111 for a o~llttlJ 

olootrltlo4 b ... 11 ta.88, ·aDI aoatblJ l81talt.oato •• the olootrl­

-cal ttalp.oat aTer&IO t&.83. HllhlJ ezolto4 ~ t~• loapia, ...... 

troa ~otb towaa aa4 ooaatr,rll4tl, tho ·aaau~otaforl art aow workiaa 

to lower tho co1t1 of waahtas aaehlao1, olootrio iroao and olootrio 

oewias .. obiaea. 

What hal ~tiD dono ia tho !ODDtlltt TalliJ oaa \o doao, and will 

be doao ia OTirJ other reston. !b11 4otl aot ..aa COTtraaeat ·~·­

-titi,oa with prhatt ia4aatr, iD aD7 hal'lb IODII of tho WOMe !he 

!VA il oo ... a4o4 to aToi4 toutraotlon ot 4aplioato pbJ81oal ~o111-

•t111 aa4 to par4 apiut wa1totlll. oo~oti tho Jlr&Otltole SOIII 

prhato l1ae1 ban beta prebaet4 ia .U..'ba.aa, K11ai11lppl aa4 !tDill• 

-••••• bat ia aoat oaaoa worklDC arraaco..nt1 art aa4o tor traaa-

-adeaioa and 41atr1~tloa. !ho ~ootrio H ... aD4 Ja~ Aathorl" haa 

tho rtcht to OJ!tr&to la any otate in tho Ualoa, aa4 will 4UD4oabto4-

·1Y do eo, but ito aotiTitloo ~i14 up looal doalore. 

'l'ho .. otor 111a4o la !'aabtnstoll art IUbliJHiy ooDTillct4 tlat 

ohaap oul'l'tDt aa4 oboap olootrical appllanceo, oold 011 oa11 pa,.eato 

at low ratoo ot iatoroot, will rooalt lamthe c~leto olootrlfioatloa 

of ... 11 towa1 aad raral rosiona. Ia tho SO&D4iaaT1an ooantrte1, they 

poiat out, aDd alao la Ireland, BaT&rla aa4 Alaaoo-Lorralao, tho 

·taruro Jan ranatas water aad olootrlo Upto aot oalJ la tholr 

hOJMI ~t aloo la thoir b&rn1. 

Soil oroaloa ia tho Toaaooooo Talley had reaoho4 tho ataao 

of etark trastdJe Out of 742,000 aoroo of aoa-toreot laad la 

.. 
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••• b&laace aHa, •r• tUB 100,000 aer .. 11&4 ,., .. waa»• ••7• &a4 

the l&DI rataed tor acrloultare. Bl11114el, oaoe thiek with ..,.ttt­
·orit ll&l'dweod ter .. u, 11&4 'b .. a 'b•ucht up te·r tweat7-th'e oeat1 aa 

aore, aad nt 'bare. oae poor •tnaUac wretoh 11&4 trle4 eleYtD 

ta~ la eaooee1loa aa4 wa1 toaa4 lt&rYlDI oa the l&et. 

A tlr1t etep of the !YA wae to retire •a'barclul l&llel troa 

nlUn.tloa, puttlDI lt 'b&ok lDto ,rae1 aD4 tre ... ID1tea4 of hittlbC 

or ~eelns, howeTer, ai la the paet, expert• eet up auraerle1 to 
ud ehn'M 

tlad the 'beet orop-'bearlag treee~'both tor~· ooaeu.ptloa aa4 ae 

food tor etook. They are experl .. atiag with the peoaa, the hiokor7 

aut, the walnut, the filbert, the haaelaut, the per1t..oa, the 

hoaey looaet, the oarob and the .alberr7. A oro11 of the oarob &ad 

the hoaey locuet 11 belag tr1e4 to set a a.w teed tor oattle, aad 

it baa been 4ieoOYered that the .A.Iiatio oheetaat ie aot eubJeot 

to blight. All thie that h beiq doae ia the Teaa~eeee Talley oaa 

be done in other reg1oae, aDd the Great Pl&a oontemplatee doiag lt. 

Agricultural expert• are workiag aide by eide with the !ppp 

toreetere, expla1a1ag the aeoeeeity of ohaagias· troa ploUSh orop1 

to sra•• orope, ehowlag the ad~atase of • wood lote, • ot ooatour 

ploupiag aD4 • strip taraiq. • A 1tretoh of alfalfa or oloTer 

between corn, cottoa or to'baooo ooa~er.e1 aoi1ture aDd p~oteotl the 

t opsoil apiDit rala and wiad. Doe1 &D)"oae i•siae that 1uoh ia-. 
-etruction ie not aeeded iD the ~e1i11ippi Valley, the .A.rkaaeae 

Valley &Jld •D7 other asrioul tural area• where the ••te• i.a4 ipo­

•r&Doee,ot the paet are takiq he&yY toll toda7'1 

'lbea it ..... to houliag the worker• tor the buildiq of the 

great Worri• Dam oa the Cliaoh, the !VA did aot throw together the 

• 
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ual n.llaell1o ooutnou .. -.., co-4 tt alla.U..at, "at •ot 

abeat tJie OM&tioa of a tonuoat ftft1 oo ... uy. 8lllf1o, oeatort­

-ablo ~ •• o..,lotoly olootr1f1oC, wo,. pat up to reat f•r taD 
a ••Ua. oaoll rith f01ll" or tho ael'u of ·CJ'OaM for prion p1oto. 

Oao 'bouoo ia tho towa ... oot apart f.r tho ooao tnoUou of a 

• hoM ezpon, • aa4 otbor oxporto 1&14 ov.t a 1104o1 prioa tor tU 

p•rpooo of ohowiaa tho workoro J••t how a ta.117 oould. tood. itoolt 

t'bl'ov.p tho oaaor, aD4 1a7 b7 onoqh tor tho wlDtor .oatbo. 

A dai1'7 tarm aD4 a poult~ · pl&Dt wore likowioo ootab11ahe4, 

not oDly to ouppl7 tho ooiiiiiD!Ii t:r, but aloo to teach claieyiq and. 

poult1'7 raielq to the workero thUIIItlToo ao well aa tho tarmero of 

tho oOUDtJ'7014o. Tho ooatortabh theo%'7, bold. t'bl'oup loq :rearo, 

that a!J7bo4y taD :raioo ohlokeao or haacllo oowe ao :ruined. 110re 

hopeful famoro t-.. U7 o'tho.r one thiq • 
• 

A further aot1TH7 ln ooueotioa with the 'l'VA 1o tho ootablloh­

--Dt of ohopo whore tho workoro aD4 the oo-.tl'7 pooplo oaa rooolTO 

tho:roup oovooo iD TooatioD&1 traiaiq. Th07 aro taqht wood. work 

1a all ot 1 to llruoboo, plvablq, •ohanloo ot en1'7 kind., olootrioal 

ooaatruotioa and. repair, rue aa4 oarpot •k1q and. other thlDII 

oaloula tocl to tl t tho daa work oro for tradoo aJI4 to alto tho fu.oro 

~ auttioioat to th ... t1Tt8 iut.ad. of 4riT1DS into the aoaroat town 

OT01'7 tt.o a pieoo of .. ohiDOJ'7 goeo wroq or aD oloetrio light 

tuao b&ppeao to blow out. 

Prooiclont RooaOTolt ot&Ddo ooDTiaoed that what hao booa dono 

1D tho TODDOIOOO Vall07 O&D bo dODO iD ot.ilar rocloao throughout 

tho Uaitod Statoo, aDd that it b&o cot to bo doao. Water .uot bo 

ooaoorTOcl aDd wiool;r aclaialatorod it wo aro to oad.vo ao a -.uoa. 
' 

Apoioulhro, all too ottoa ao it 1o praotiooC tocla:r, load.o to 

ab&D4oiiii0Dt of tho oo11e Koro aJI4 _,_ tho tnth 1o boiq 4riTOD 

I 
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• haM tbat ao aa Jllt.e the ript to ..,-, • I u tM a'Nolato ewDOr 
of ., po-.4, ... will to wi tll it •• I pl_.o. • Jlo ie Mrol)­
tM neto41aa, aD4 e1lnl4 lto -.clo to ••• to U that M ,.. ... oa 
1oo4 laa4 to tM aut paoaUoa iutaa4 of 'barroa otrotu•• 

It 11 aot tllo parpoeo of tllo Groat Plaa to a44 ltl1D4l:r to out 
aJU~Ul aplnltual oatpat. Jor eTOl'J' an aoro .ro~t iato oultin­
-~loa, aa old aero will lto roUro4. All onr tllo odatl'J' toda7, ~rta-
-ore aro pouriac tllo .... t of their bodioe aDd eoule iato eoil that 
oaa anor yiol4 an a4oquato rotura. Suoh ae tlloeo aaet bo traaa­
-rorrod to .oro fertile eoil, aad oub .. rsiaal l&D4e put baCk iato 
CJ'&08 aDd foroot, or turaed OYOI' to tho PJ'oo14oat 1e Co.-dttee OD 

Yild Lifo Rootoratioa for uplaad sam-, iaeoot1Yoroue birde, miara­
-tory fowl and turbearias aai .. la. Seyoatooa ~llioa aorea ban 
alr&dy beoa roquooto4, a fairly oieablo obuDik to ot&rt ott with. 

An end to the r&Y&I•• of floodo aDd tho terror of drouahtor 
cheap ourroat aDd iaozpeaeiyo olootr1oal equipment for the ho .. , the 
bara aDd tho fiol4, liftiuc humaait:r aboYo tho aaimal drudgoriOOI 
a oure for the ooacoatioa and e&Y&CO ooapetitioa of oitiea through 

the doyelopmeut of local 1nduetrieo whore tho worlr:ore will baYe 
their sardoa plote, • goaorouo oupplemeat to their wa1••• a larcer 
aeaeuro of h&ppiaooe for all, and tho reooYOr.Y of eolt-reepeot tor 
oountloae thouaaade. 

out of tho Groat Idea too •Y como towa plaDDiD£, for jaot ae 
the TeDDoaooo Vallo:r Authority built a peraaoat rural oommaaity at 
Norrie Daa, eo will other watorohed 4eYolopmeate noooooit&te the 
ooaatruction of a~lar oo..uaitiee. In maa:r ot&too thoro aro d:riDB 
towua, due to the oeooation of miDiDC or ooao other 1a4uatl'J', aDd ~ . 

tho populatioao ehould bo moYo4 to more adnat&goouo oitoo whore 
life offer• a better ollaaoo. Thooo aew oommuaitioe, tosether with 
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elwa ele&Nace 1a the o1t1 .. , the ionnaent '• houdq proll'UI, aa4 

sar4en ooloniee near 1n4uetrlal 41atrlcta, .. 7 well etteot protoUD4• 
' 

-17 the Whole aatlon•a .ode ot llTias. 

Strause ae 1t .. 7 eebl, the Great Plan 11 not ••• i'he J.ateca 

and the Incae thousht ia ter.a ot aatioaal pl&nnias and regional 

deTelotment centuriea before the Pllgrt.e touched Plyaouth Rock or 

Captain 1ohn Smith crept through the Virsinia toreeta. Yater &D4 

eoil were the aole concern of the central sonrnment, an4 b7 a eJWtem 

.of land tenure, ooloniaation and ecientific ooneerT&tion, theae 

ancient people knew neither poTert,y nor hu111er. 

Ia it too radical, too Tiaionary, to aek that Twenti eth Cen­

- t ury Amerioan.a equal the Incas and the Azteoa in the ordering of 

human life and natural reeouroe•' 

• • 

' 



I • 

J ..... ,. ·-....,..,. .. an 'M.o O ' ar•r 
"' ~ .,.,_.....,. 

T&NNUIU YALUY AUTHORITY 

Knox'fille, Tennessee 

•eYe.ber 6 1 1934 

Jlemorandwa to the President 
From: Dartd E. Lilienthal 

SUbject: The Knoxville Electric Utility Situation 

1. :!i PrinCiPle rnvolYed. "Therefore, I lay down 
the to owing pri.nciplez That when a C()11111ltn1 ty or a 
district is not satisfied with the service rendered 
or the rates charged by a private utility, it has the 
undenia~e right as one ot its fUnctions ot government, 
one of its fUnctions of home rule1 to set up, after a 
fair referendum baa been taken, i1;s own governmentally­
owned and operated service.• (Portland Speech, Sep­
tember 21, 1932.) 

2. Jnoxville•s efforts to secure reasgpable rates 
from the pr vate cm:py. Long before the creation 
of the Tennessee V ey Authority, the City ot Knox­
ville sought to secnre reasonable electric rates ,troa 
the private company serving the area. A survey ot a 
municipa.lly-owned plant was ordered three years before 
TVA was created. These efforts toward fair rates 
were renewed after the creation of TVA. The results 
were unsatisfactory, in the judgment ot the peop1.e ot 

Kno;rrl.lle. 

Accordingly, on Iovember 25, 1933, •a fair 
referendum• was taken, and by a vote of two to one the 
electors of the City voted •to set up ••••••••• it's own 
governmentally-owned and operated service•. Since 
that referendum the private company made a reduction 
in electric rates. This reduction the representatives 
of the City, with support of public opinion, hold to be 
still inadequate and present rates charged unreasonable. 

3. E[fort to buy existing system. The City tried to 
buy the eXIsting utility system at a fair price1 but 
its offer was not seriously entertained by the company. 

.· 
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llemorandum to the President -2- Rovember 6, 1934 

municipal plant and the existing private utility's 
plant, the Tennessee Valley Authority offered to buy 
the entire electric holdings of the Tennessee Public 
Service Company w1 thin the Ci tT ot KnoXTille and w1 th­
in the adjoining territory, at a price of approxilllately 
.6,200,000.00. This price was held to be fair by a 
distinguished committee of bondholders; 9~ of the 
bondholders C81118 in under the otter; the price was ap­
proved by the affirutive vote of more than 85% of the 
preferred stock, and by lOQ% of the common stock. The 
plan provided for a reconvel&Dce to the CiEf of KnOX­
ville by the Tennessee Valley Authority, rep&Tilent by 
the Ci tT of Kno¢lle to be 1118.de to the TVA out of r eve­
nues from the property. Under this plan the i nvestors 
in the private utility would have been protected against 
competiti on with the city-owned plant; 200, 000 people 
would have benefited through rate r eductions aggregat­
ing $488,000.00 per year; local ownership of electric 
facilities was provided for • 

. 
5. Purchase by TVA of the private utilij;' s property 
on behalf of the Knoxville coii.Ellli ty has ailed Date ~ 
for completion of the transaction was fixed at October 
31. A few days before the final date, counsel for a 
single preferred stockholder sought an injunction fro• 
the Federal Court to restrain the transaction. The 
Federa1 Court denied the 'petition for such injunction. 
A few hours before the expiration of the contract a 
Circuit Judge, acting on petition of certain coal and 
ice companies, issued a writ of supersedeas preventing 
the transaction from being completed. 

6 . The present situati on. 

(a) The transaction providing for the pur­
chase of the private utility's property by the TVA, on 
behalf of the City or Knoxville and other municipali­
ties in the area, has failed. Even if revived, liti­
gation can delay consummation of the mandate of the 
people of Knoxvi~le by two to three years. 

• 



......... 
All"'laalt .. 9 1 a I 0 

... C o • 

KMCCIWI'A. ....... _ .. ...._....... 

TaNNUSU VAUdY AUTHOflliTY 

Jlemorandua to the Preaident -3- Wovember 6, 1934 

(b) The City of Knoxville has borrowed the 
funds from the Public Works Administration with which 
to construct its own plant and thus give expression to 
its "undeniable right ••• to set up ••• its own ••• service". 

7. Ipoxville situation presents a tyPiCal caae. 

{a) The private company has long secured in­
ordinate profits trom the people ot Knoxville . 

(b) These profits have pai d huge dividends 
on watered stock, of which $4,388,157.00 represents an 
over-night "write-up". 

(c) The people have sought to secure reason­
able rates fr om the private utility, through resort to 
the State Commission, and otherwise. 

(d) The people have sought to purchase the 
existi ng property. 

{e) The Federal Government, through TVA, on 
behalf of the consumers, has sought wi.thout success to 
acqW.re the prope.rey at a tair price. 

(f) It may therefore be sai d that the people 
of Knoxville have exhibited patience and rea~onablenest 
1n their efforts to secure this necessity of community 
life at fair prices. 

THE CAUSE OF THE PEOPLE OF KNOXVILLE IS THE 
CAUSE OF ALL THE PEOPLE OF THE UNITED STATES. 

8 . Need for action. 

On January 1, 1929 you used these words : 

"In the brief time that I have been speaking 
to you, there has run to waste on their paths toward 
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Report to the fresident with r ecommendations 

Fair prices and good quality of electric-using ap­
pliances are equally as necessary as fair r at es for elec­
tricity in fUrthering the President ' s program for widespread 
use of electricity in t he home and on the farm. T. V.A. is 
bringing lower r ates . It is the j ob of Electric Home and 
Farm Authority to secure lower prices and better quality of 
electric equipment. 

Results of f i rst six months of E.H. F. A. 

1. Pr ice reductions . 

Through negotiat ions with some sixty manufacturers 
substantial reductions have been secured, ranging from 25% to 
40%. For example , when E. H. F. A. began operati ons the 
least expensive standar d quality refrigerator was $115 .00; 
it is now $72. 50. Electric range reductions have been even 
more marked . Recently the manufacturers agreed to make t hese 
lower price~ available nati onally. 

2 . Increase in volume of production and reemployment . 

This program has already resulted in great stimu­
lation i n the production of el ect ric equipment. For example, 
t hree power companies participating in the plan increased 
their sales of refri~erators in 1934 over 1933 by 406%, 
ranges i ncr eased 653% and wat er heaters 2876%, a total of 
about 12, 000 units . The volume of sales compared with man­
ufacturers ' quotas in the Tennessee Valley ar ea have been 
twice as ~reat as in the country as a whole (155% compared 
with 290% • Because t he manufacturers have recently agreed 
to extend these low prices to the whol e country , a comparable 
result is being felt in other parts of the country, except 
where electric rates have not been reduced . 



3. Increase in use or electricity. 

Based on results to date, continuation or E.H.F.A., 
with continued rate levels , will by 1937 increase total resi­
dential consumption by 250 , 000 , 000 kilow~tt hours, or 67% in­
crease. 

J 

4. Promotional and educational work. 

This is perhaps the most important work which has 
been done . The social benefits of the widespread use or 
electricity at low rates , and with low priced, high quality 
equipment, has been carried to the public , Educational 
fea~ures have been emphasized; schools in the use of elec­
tricity have been conducted in cooperation with Universities , 
parent-teachers associations , etc. Pamphlets have been used 
by other public agencies, e.g., New York Power Authority. 

5 . Standardization and improvement of design and protection 
of quality. J 

Through negotiations wit~ manufacturers, standard 
specificat~ons have been agreed upon which will tend to reduce 
costs and increase usefulness . Quality standards have been 
written into the specifications. Tes~ing of quality has been 
initiated. To be fully usefUl a laboratory is needed and is 
recommended . Pressure on manufacturers to re-design equipment 
to meet the needs of the average home has resulted in new de­
signs of refrigerators, ranges and water heaters, and substan­
tial progress has been made in re-designing of water pumps for 
rural uses . ' 

6 . Financing of customer paper . 

E. H. F. A. has power to buy customer paper at a moder­
ate financing rate . It was recognized that if this practice 
became widespread among private agencies, it would have a ten­
dency to loosen credit in an exceptionally sound financial field. 
From the start it was hoped that private capital would adopt 
E.H.F.A. methods of customer financing. E. H.F.A. itself is 
handling an insignificant volume of paper , and unless the volume 
is greatly increased in the ensuing months, it will not be self­
supporting. The E.H.F.A. example, however, has r esulted in the 



spread of this metho!i of cust omer financing , not only through­out the Tennessee Valley area but in other sections of the country. Leading electrical manufacturers and utilities have joined in pressing the E. H. F. A. financing device , accounting for part of the unusual activity in the electrical products field. 

RECOMMENDATIONS as t o the future program: 

The Act (N.I. R.A. ) under which E.H.F.A. was created provides that it shall expire on June 30, 1935. · In order t o make plans for the comi ng months, a decision as to the future program is necessary. The following recommendations are sub­mitted: 

1. In general. 

The program should be continued as part of N.I .R.A. extension, or separately, as a necessary suppl ement to t he President's program as to supply of electricity. Electricity supply and electric equipment should be linked together, not merely in t he Tennessee Valley, but wherever the "yardstick" areas ar e set up. 

2. Financing. v 

It is r ecommended that the experiment of publi c f inancing be continued for the next three months . At the end of that period there are two alterna tives: Private capital may be induced to continue this activity, or the need for publ ic financing under the E.H. F.A. plan may pro­duce a sufficient volume to be self-supporting . In any case f inancing should be continued to the extent electric users 1n T. V. A. -served communities will be provided with lower financing terms. Losses , if any, shoul d be charged against new business expense of electric operat ions . 

Knoxville, Tennessee 
October 13, 1934 
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IDOXYille, Tenneaaee 

Ool. Marvi:n H. ~Intyre, 
8eoretary to the President , 
The 11hite Houae, 
Washington, D. o. 

Dear Col. llointyrea 

Por the President•• information I am enoloa1ng 

a brief statement or the program ot r eaearoh an4 

plant adjustment• that has been eet up by the 

Authority for fertiliser produotion under the Aot. 

The President may have the opportunity to 

glanoe ove r this enroute to Hueole Shoals on the 

atiTenteentho 

Very oordially yours, 

HAllrR 
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ieaulta to Date ot the Fart111aer Prosraa 

ot the Tenn11s1t Valley .1\lthority 

Io ~reement IUIIOng eo11 expert• of the oountr;y1 

1. That the soila of the nation are too low in phosphorua content to 

permit the building ~f a permanent agricultural program without 
• 

generoua supplemental applications J 
• 

2. That, of all plant tood elements, phosphorus ie of the greatest 

oonoern in ~ program of national eoon~J 

s. That applications of phosphates supplemented with lime assure the 

growing of legumes for soil cover, restoration of vegetable matter, 

and thua provide a oheap source of nitrogenJ 

4. That soil erosion control in areas of lar ge annual rainfall, suoh 

as the Tsnneasee Valley, oan beat be accomplished by generous 

app~ioations of phosphates to sods, graina and legume• in asso­

ciation with a readjusted program of agriculture that carries l ive 

atook auffioiant, at least, for self~containment and the oonsump-

tion w1,thin the area of products and by- products oarr;ying the 

largeat amounts of those slf:ments of the soil that are nOll' costing 

millions to reatore in the fonn of OODIIIeroial fertili&ers . 

I! • An agreement with all the agenciea of the Valley states and Federal 

department• to lmite in a regional program of nat ional sigm.tl.oanoe. 

III. Rave developed adequate facilities for experimentation and infonn­

ation in oonneotion with fertilizer and soil erosion control projects. 

1. The experiment stations and extension foroea of the seven Valley 

states have offered their reaearohea, equipment and personnel for 

oarr;ying out thil regional pr ogram. 

2. Have, in addition to making minor changea in Nitrate Plant Ko. 2, 
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deli~ed, built, and are now teatin& two new type eleotrio turnaoe1 

tor the production ot elemental phoaphorua . 

z. Have de1igned and oonatruoted two phosphoric acid producing plant1 

now under teat. 

• • Have de1igned a new type ot blast furnace tor the production ot 

elemental phosphorus. After oritioal study, thia design will be 

the basis ton the construction of a furnace which we expect to 

begin during the early part of next year. 

6. Have designed, constructed and equipped a commercial 1ize demon­

stration plant tor the manufacture ot the new plant food products 

and concentrations which seem necessary to a soil rehabilitation 

program. 

6. Have leased about fifteen thousand acres of phosphate ore areas in 

Middle Tennessee counties and have already brought into production 

areas heretofore regarded as unworkable. The land ia mined in 

such a manner as to permit its economical restoration to cr op 

production oonditiona. 

s. Through cooperation with the Valley states' agricultural experiment 

stations, all nn fertilil:er products are t heroughly studied by the 

soil r esearch departments of these institution& to determine the 

value of these products to farm practice of the va'rioue areas . 

9. lolore than twenty ohemioal engineering projects are under -y, look­

ing to the development of new processes which wills 

a 0 Make possible nn and illlproved fertilizer producte J 

b. Make avai~able plant food resources now unused) 

c . Lessen to a marked extent the coat of fertili ser• to the farm 

lands of the nation. 



/ fBI !VA J"'ITILIZIR ppmptw 

T~ '1'. v. A. .lot, 1a prorl.di:llt: tor the deYelo~t, anutaot\lJ'e and 

deaDnatration of :uw &Dd illprcmtd forma ot fertiliser, fultilla certain 

t.perativea of the Adn1niatration 1a progra.. Wideapre&d uae of non­

oultiT&ted cover oropa through the effective use of phosphates ia b&aio 

to the maintenance of navigation and power projeota in that atreame and 

dam buiDa are prpteoj;ed trom the infiltration of ailtJ land 1a con-

served for fut\lJ'e generations by prevention of soil erosion and restoration 

of nitrogen oontent1 the immediate objective ot reduction or b&aio farm 

oonunoditiea is effootive:cy aerved, by enoouragiDg reliance upon eublliaten.oe 

orope and wide diversification, rather than too groat an emphasis ~on 

production of crops tor sale on a surplus market. Beoauae of the wide 

diversification of soil t.ypea and topographical and climatic conditione, 

measures suooesatull y prosecuted along these linea in the Tenneasee 
I 

Valley area will have national application. 

The significance or the loss of soil fertility through eroaion and 

extended cultivat ion m&Y, not be too strong~ emphasised, sinoe. depresaed 

farm purohaaiDg power is attributable with near~ equal forC?e to debilitation 

of the land and to a persistence of the single orop syatem. The aituation 

1a one in which cause and effect are welded 1D a vioiouo oirole to preYant 

effective leverage of thoprioe level, &Dd llhere sound industrial develop-

ment based on cheap power ia impaired at its souroo. throlli;h silting. 

Tho distribution of much cheaper phosphate fertilizer, conditioned 

upon tho use or rarm lands for aod oropa, legumes and small gr~in-J will 

effect a readjustment of agriculture on a basis of live stook and system-

atio diversification. The land will thus be replenished of ita nitrogen 

and protected from erosion1 and, although retired from basio crop produo-

tion, will lllllamrirl.le provide a basis for selt-oont aimaent under oonditiona 

'; 

• 



beat auited to the •inten•noe ot pcrwr Mel n&Tis&t1on projeota. 

ObdoUII~. the aclllill1atrat1on of th1a prograa 1• liai~d at ""•17 

tUJ'Jl by the 8)'111P&thy and underatM4ing ot the tar.era who IIUIIt, in tha 

final ana~da, oarr,y it ovt. Thia plan oan •ter1aliae no r ... ter than 

it oan be thorough~ Ulllleratoode For th1a r .... on, oar• baa been taken 

at eYery stage to vtilise the experience, taoilities, and personnel ot 

existing agenoi.. enjoy1Zlg the oont1denoe ot tar.ers. To 'lrilat fl'ler 

extent my be te ... ible. farmers will be called upon to aot aggreuiTe~ 

through their organised groupe in the uae of the opportu:niti .. to whioh 

they are sntitl~d under the atatute. The net objective 1a an elevation 

of our rural civilisation through oonsoientioua etnardehip of the lando 

With the foregoing oondderations in mind• the plea and aotivitiea 

of the J.uthority will be described briet~ in tel"llll of the pertinent aeo-

tiona of the aot authorising or directing eaoh auoh aotivity. 

(l) tilder Seotion five (h). the Board 1a authorised to •establish• 

mintain and operate laboratories and experimental planta, and to under-

take experiment• tor the purpose of enabling the corporation to furnish 

nitrogen produote tor lllilitary ~purpose•• and nitrogen and other fertiliser 

• 
prodW~ts for agrioult ural purpo••• in the moat eoonomioal ~~~anDAr and at 

the highest ata.nd.ard ot etfioi.enoy.• Thua, ohemioal engilleering laboratoriea 

have been .. ta.blisbed at the Univera1ty of T.nne .. e• and at llitrate Plant 

llo. 2 reepeotive~, in whioh an active prog.r- 11 being carried on in the 

development of new fertiliser• and n- type• ot eleotrio furn.aoe a and 

aoid equipment. 

This seot1on in reapeot to experimental plants 1a supplemented by eub­

eeotion (f) authoriling "alterationa, modifioationa or bapr~-nta in 

existing plant• and faoilitiea" and the oonatruotion "ot n.w pl.cta.• 

Beaidea uaing all aT&ilable and adaptable taoilitiea of Iitrate Plant# 2, 

• 
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it •• to\Uid uo .. ~&ry to ooutnot a plant of o-roial dae tor 4-­

atratiOJL purpoaele ~thoup the oapaoi'l:f of th11 plant 11 the w1n1m• 

tor o-roial production, it abould be pouible to 4-ltrate wbatner 

eoonamiea ~ rea14e in the prooeaaea, an4 will parait the oonduot of 

ezperiment• in diltribution, an4 the eduoat i oual procna hereill&tter 

dilouued • 

.Aooording to eub-Geotion ( o) of Seotion 15, the Board 11 authorised 

to "cooperate with Rational, etate, ~iltriot or oountr ~~~tperiiDental ata­

tione and dlliiOllatration fal"1118, tor the uae of new fora~ of fertiliser or 

fertiliser praotioee during the initial or ~~~tper:l.mental period of their 

introduction.~ The aot thua reoogni&ee the prime importanoe of aoour-

ate~ oheold.ng the praotioal application of ~ fertiliser type•• 'ro 

this end, the land r;rant oollegee in the enen Valley State• are oollab­

orating with the .&uthori'l:f in teeti.ng out the etteot of thl uw fol"1118 ot 

te.rtiliaer under "f'&l"J'1ng oonditiOJLe, &Dd in o.,..,ariJII the r11ult1 with 

o01!11118roial fertilbera now in ooanon Wlee Th11 project ie under the 

general aupervieion of the Authority and preliminar,y reports indioate aat­

iUaotor,y neulte with thl material• toatect. 

Sub-~eotion (b) authori&ee the Board to "arrange with f&r~~ere and 

farm organisation• tor the large-eoale praotioal Wle of the uw tonu of 

tertiliaerl under oonditione permitting an aoourate .. aaure of the eoanosio 

return they produce.• lfwlh to the Iaiiie point, aub-eeotion ( e ) peraite 

"donations or aalee of the product of the plant or plant• • - - to be 

fairly and equitab~ diatributed• through Yarioua tann agenoiea and organ­

iaatione. The intent of Oongreee in these eeotionl 11 obvioueq to 

inaure that thl fertilher1 be properq applied, tbat the utmoat eoonouv 

in d1etr1but1on be aooampliehed by dealing direotly with tarmera t .hrough 

their ageno1ee and orr;anisatiou, and perepeotiYe be maintained throughout, 



• , 

to diatribute tertilber in oonoentrated torm to eeleoted areu where it 

will be available to all tanaere wiebing to putioipate in it• uae. 

Cooperating tarmere will agree to terraoe and "-Pron the led and to 

engage in a tf.l'lll program oonlieting of proper ratio• ot eod orope, 

legu:mee, a-.11 grainl and divenitied produoe of larger eoODOIIio n.lu.. 

Co1mty age,nta, and leaden of tarm groupe will aaaiat in looating land• ot 

I 
greate•t demonstration value and iD t~e general supervision of tho program. 

The ultima.te oost of fertilbe.r will be -terialq reduoed by fanaera 

assuming it• distribution through their agenoiea and organization•• They 

will be aesieted in·eatablishing d«mmnatrations of small, inexpeneive mix• 

1ng planta at numerous oentere of oonau=ption where oonoe~trated pho1pbatea 

oan there be mixed with other plant food oonoentratee and with dolomitio or 

other limestone drawn from local sources. Theee demonstrations will give 

farmers the opportunity of aooumulating the basic faote regarding the 

blending and uae of various fertilizer elements and of measuring the rel-

ative ooat to the land of important itema of distribution auoh aa freight, 

handling, bagging and atorage. They will &lao offer the farmer an oppor­

tUnity t~ reatriot his cultivated cash oropa in accordance with the aavilig 

effeoted in the fertilizer bill and thereby reduce the drain upon the · land. 

It will be recalled that one of the t1ro nitrate plants was ccnatruoted 

at a time When information and experienoe in the Baber prooess were scarcely 

available, eo that this plant oould not be operated efficientq without the 

' 
expenditure of ~ millions of dollars. However, the &liiiiOJl1a prooeae 

d«mmnatrated by this plant baa been applied in the laet 1eventeen yean with 

euch 1uooeas that the ooet of nitrogen waa decreaaed by aixty-aix per cent. 

Nitrat e Plant No. 2 is a cyanamid plant of very large oapaoityJ reaearohea 

with the produot of this plant are in the direction of making cyanamid a 

more suitable aouroe of the nitrogen in mixed fertili&er•• The nitrogen 

\ 
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regarded beoauee the air ae a eouroe of nitrogen for oommeroial aynthetie 

ple.nte is equally aTailable to the farmer through nitrogen fixing Tegeta­

tion. It is here that phosphate beoomee so important in its application 

to nitrogen fixing Tegetation to enable the fat'lller to supply hie awn 

nitrogen. 
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DL•IUX CAMBRIDGE MASS 1' - . -
• · .. U ISS MARQUE·R I TE .l,£tAN oa{ • 

. IH ITE HOUSE IASHOC• ... __ _ 
,LEASE CONVEY TO ,RESIDENT THe FOLLOIINQ DE ·-YOU HAVE DEFLAT[D V'ISIONARY HOPES AND VMSOUND I'Rt,OSALS ~ r 
'AND HAVE" GIVEN GUIDANCE TO SOUND AND ATTAINABLE DIRECT IONS 
FOR FEDERAL AND STATE .ACTION A H~PPY TRIP TO YOU• 

FELIX FRANKFURTER 4 ·:-~~ 
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Knoxville, Tennessee 

November 16, 1934 

Memorandum to the President 
From: David E. Lilienthal 

SUbJect: Facts About Tupelo • 

1. Tupelo was the first city to sign a contract with 
TVA for wholesale power generated at Wilson Dam. The 
contract was signed on November 11, 1933, and current 
was initially supplied on February 7, 1934 • . 

2. Upon receiving TVA-Muscle Shoals power , the City 
of Tupelo put into effect the new low TVA rates , which 
for residential consumers start at 3¢ p~r kilowatt hour 
and range downward t o four lllills per kilowatt hour. 
These rates represented a very substantial reduction t o 
consumers of electricity, in almost every case more than 
50%. Before TVA, residential con~ers paid a s much as 
10¢ per kilowatt hour for electricity, the average price 
being approximately 7¢. Under TVA rates , the highest 
price is 3¢ per kilowatt hour and the average price has 
been 2.5¢ and less. 

3. Before TVA, the City of Tupelo purchased wholesale 
power from f private company (Mississippi Power Company) 
at a rate of approximately 1.7¢ per kilowatt hour. 
Power from the same source and over the same lines (pur­
chased by TVA from t he private company) is now sold to 
Tupe"lo at a rate which has averaged 5.4 mills during the 
past eight months. Since its contract with TVA, Tupelo 
has been able to save about 68% in its wholesale power 
bill. Because of this tremendous saving in the cost of 
power and by reason of a tremendous increase in use 
which has come about since the low rates were made avail­
able, the experience of the City of Tupelo has been a 
profitable one . Because of the increase in use and by 
reason of the excellent load factor, better than 50%, 
the City of Tupelo has been a profitable customer to TVA. 

4. The e~perience which Tupelo has had under TVA rates 
illustrates how electric utilities can drastically re- . 
duce their rates, increase consumption and continue to 
prosper. Gross revenues for the Ci ty of Tupelo froa 
its electric operations were only $5600 in the month of 

• 
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Karch, 1934, at a time when the TVA program was just get­
t i ng under war. B;r September, r evenues had increased 
to more than f8800, an increa se of 57% in onl;r six months . 
The r ate reductions cut revenues in half, but with this 
r eduction the people of Tupelo found that they could af­
for d to make a wide and generous use of electri cit y i n 
thei r homes and in their factories . By September , 19341 residential users had increased their consumption 126% as 
compared with September , 1933. They were using more 
electricity for lighting their homes , for refrigerating 
and cooking their food , for heating their water, and for 
all kinds of purposes . They were using electricity, and 
in doing so, relieving drudgery in the home . 

5. There has been much the same experience in other com­
munities in which TVA rates bave been put into effect. 
What has happened in the Ci ty of Athens , Alabama, for ex­
ample, further illustrates t he soundness and t he benefits 
of this program. TVA r a t es were put into effect on June 
1 , "1.934, in Athens . The immediate result was to cut 
residential bills by 50% and commercial bi lls b;y mor e 
than 40%. The consumers immediat ely responded to the 
inducement of fair and low r ates . I n the brief space of 
f ive months , residential consumption incr eased 79%, and 
commercial consumption increased 12~. These enormous 
incr eases can be attr ibuted only to the fact that low and 
equitable rates have been appreciated by the public and 
that the low cost electric appliances wi.ll be in gr eat 
demand whenever and wherever available . 

Before TVA, the Ci ty of Athens purchased whole­
sale power from a private company (The Alabama Power Com­
pany) . The rate paid by the Ci ty of Athens to the pri­
vat e utility was approximately 1 . 3¢ per kilowatt hour . 
Under TVA, the City of Athens saves about 49% in the 
cost of wholesale power , the aver age rate paid to the 
TVA being approximately six mills . 

For the month of Kay, 1934, the last month 
before TVA, the City of Athens had a total revenue of 
approximately $3000 1 out of which it paid approximately 
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Memorandum to the Pr esident -3- November 16, 1934 

$1400 to the private utility which supplied it with power . Ther e remained to the Ci t y of Athens about $1600 for 
covering its cost in di stributing electri city. This sit­uation can be compared with the mo.nth of September under TVA. During this month, the total revenues of the City of Athens were $2790 , out of which $940 was pai d to TVA for wholesale power . There remained $1850 for covering the costs of distribution . In other words, although 
Athens reduced its resale rates almost half, consumption increased at such a r apid rate that in four months the net revenues available for distribution were actual l y 
15~ greater than before . 

6. What the TVA rate method means to the country as a 
whol e . The actual revenue f r om residential consumers in the United States as a whole in 1932 was $650 , 000 , 000, for which approximately 111 7901 000 , 000 kilowatt hours 
were supplied . If the United States as a whole were put on the same basis as Athens , Alabama , the total consump­tion would have been 21, ooo, ooo , ooo kilowatt hours , and the total revenue would have been $463,00o, oqo, an in­
crease of 9 , 000, 000 kilowatt hours, and a saVing to resi­dential consumers of approximately $187 , 000 per year . 

Financial result . The TVA rates will be 
criticized by all manner of special interests, but the fact is THAT THEY VIORK. In actual practice in Tupelo, 
in northeast Mississippi, in Athens, Alabama , it has 
been demonstrated that they work. 
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