


Melbourne's No. 1 Gas Monopoly. 
The Metropolitan Gas C o m p a n y has a monopoly 

of g a s supply in the City of Melbourne - a n d inner 
suburbs. 

From small beginnings in 1850 it h a s swol len in 1946 
to a giant concern with capital of £5,781,000. Its sa l e 
of g a s and residual products in 1945 brought a gross 
revenue of £2,279,000. 

Its profits on ordinary share capital for m a n y y e a r s 
h a v e rarely been ne low 13 per cent. These profits h a v e 
been maintained through wars and depressions. 

Gas Company shares are regarded a s such a secure 
and profitable investment that £5 shares h a v e recently 
sold for £13/17/-. 

In 1940-41, in the midst of the war, profit on ordin-
ary share capital w a s 14 per cent. Last year it w a s 
11 per cent. 

Not content with its monopoly in Melbourne and 
inner suburbs, the M.G.C. is reaching out into fresh 
fields. There are m o v e s afoot to enable the Company 
to swal low up the Heidelberg G a s Works which are 
owned and controlled b y the municipality. 

BIGGER PROFITS—LOWER STANDARD. 

' Does the Company g ive a service to. the public 
commensurate with its profits? 

In comparison with other States it falls far short. 
The N e w South W a l e s G a s and Electricity Act fixed 

the profits of private G a s Companies at not more than 
6 per cent, on ordinary capital, while demanding a 
quality of g a s with a calorific va lue not l e s s than 
550. British Thermal Units per cubic foot at a standard 
price. 

The Victorian G a s Regulations do not fix a n y limit 
on profits or prices and al low a loweT quality of g a s — 
500 British Thermal Units. 

Melbourne g a s is thus 10 per cent, be low the S y d n e y 
standard—and costs more. 

Charges fixed for the Sydney Australian G a s Light 



Company are 5/9d. for the first 1,000 cubic feet of 
550 British Thermal Units. The Melbourne Metropolitan 
charges 6 /Id . for the first 1,000 cubic feet of 500 British 
Thermal Units. 

Despite its past profits the Metropolitan Gas Com-
pany has failed to keep up with the march of progress. 
Public demand for g a s in 1940 so . far exceeded the 
Company's production capacity that g a s rationing had 
to be introduced although • there w a s no lack of coal. 

A Commission of Inquiry under Professor Burstall 
found that the Metropolitan Gas Company had failed 
to show foresight in planning to cope with emergencies 
or Melbourne consumers' expanding needs. 

While recent g a s rationing has been due to the failure 
of N e w South Wale s coal supplies, little has b e e n done 
by the Metropolitan Gas Company to adapt its plant 
to the use of Victorian coal. Melbourne's g a s supply 
is whol ly • dependent on N e w South Wales coal. 

FOUGHT GAS REGULATIONS. 

The supposed "enterprise" of private concerns has 
not been a virtue of this monopoly except in the realm 
of profits. To defeat public efforts to bring its activities 
under stricter supervision, the Melbourne G a s • Com-
pany in the past e n g a g e d in "enterprise" of • a kind 
that rivals the history of Tammany Hall. 

A Victorian Parliamentary. Select Committee in 1923 
found that the Company had used undue influence on 
Members of Parliament to secure a G a s Regulations 
Act favorable to the Company. 

In its report, the Select Committee stated— 
"That the Act incorporating the Metropolitan G a s 

Company is highly favosable to such Company, but 
not equal ly advantageous to the public; and whilst ap-
parently grounded on English legislation, differs in se-
veral most important points. 

"The evidence having shown that the large sum of 
£3683/1./- had been paid for the costs of pass ing the 
Act, without details thereof being furnished to the 
Company, your Committee were unfavorably impressed 
b y the circumstances." 



PAYMENTS T d PARLIAMENTARIANS 

Here the Select Committee g a v e details of expen-
diture, including one payment of £210 to Mr. A. K. 
Smith, M.P. Regarding these items it declared:— 

"Respecting the payment to Messrs. Smith/ and 
Nimmo, your Committee desire to point out that the 
acceptance of remuneration by Members of Parliament 
in connection with Private Bills is liable to miscon-
struction, and should therefore be avoided: and your 
Committee suggest that the Rule should be clearly 
enunciated that payment for services rendered under 
such circumstances cannot in future be accepted b y 

.Members of Parliament." 
The Committee found that the Company had supplied 

g a s "inferior to the legal' requirements for some time 
after the Act w a s passed," and g a s "not so pure a s 
English legislation requires," It concluded:— 

"RETURN PROFITS TO PEOPLE." 

"A Company which obtained the right to control a 
public utility for private profit b y the methods reported 
on this Committee cannot complain, after its 55 years 
of huge profit-making, should Parliament now make a 
necessary adjustment and return to the people that 
which w a s acquired in the manner stated." 

This recommendation w a s not acted on b y the then 
"Liberal" Government of Victoria. Despite the exposure 
of racketeering b y this monopoly, "private enterprise" 
w a s held more sacred than public welfare. 

The 1923 Select Committee Inquiry had been pre-
ceded b y a Gas Board Inquiry in 1912, which w a s 
equal ly damning. It found:— 

"The Metropolitan G a s Company ,had in the years 
1888, 1889, 1908, 1909, and 1911 set as ide out of profits 
and carried to the reserve fund amounts in exces s of 
the limit a l lowed under the Act. Further, the practice 
of the c o m p a n y in transferring profits from the net 

• revenue account to meet contingent liabilities, such a s 
works reconstruction account, resulted in the true net 
profits of the company not being disc losed to possible 
purchasers. The maximum price (7/- per 1000 cubic 
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feet), which regulated the payment of dividend, is 
excessive." 

REGULATIONS STILL INADEQUATE-
The Victorian G a s Regulations (1933) do not yet 

adequately protect the public. The State G a s Examiner 
is required to g ive g a s companies notice before a test' 
is made, while provision is m a d e only for a snap test. 
English legislation requires g a s testing b y continuous 
recording instruments—and no .notice is given. 

Gas works producing no less than 25 million cubic 
feet of g a s a year are not subject to the G a s Regulations 
at all. There are, in fact, only four of the 28 Victorian 
country g a s works that come under the supervision 
of the State G a s Examiner. 

The Colonial Gas Association Ltd. and the G a s Supply 
Company Ltd. own twelve country g a s works. Although 
they charge the high minimum rate of 10/- per month 
to country consumers for a n y quantity of g a s from nil 
to 1000 cubic feet, and 9 /6 for the next thousand, no 
official check is made, under the Act, b y the G a s 
Examiner. 

Country g a s consumers are thus at the complete mercy 
of unregulated private enterprise—in this case, big 
monopolies. 

NATIONALISATION WOULD HELP 
COUNTRY PEOPLE 

Granting that g a s production and supply costs are 
higher in the country, this strengthens the need for 
nationalisation of the whole Victorian g a s supply. 

By equalising and lowering both country and city 
rates, nationalisation would aid country development 
and decentralisation. 

Melbourne's gas , is not c leansed of organic suphur 
and certain resin forming compounds. The organic sul-
phur causes the corrosion of copper bath heaters and 
copper pipes resulting in the well-known green sulphate 
deposit. The resin forming compounds frequently cause 
blockages in automatic g a s appliances, with d a m a g e 
and inconvenience to consumers. 

These impurities could be removed with little extra 
cost to g a s monopolies. 



SOUTH MELBOURNE GAS NUISANCE 
In its greed for more profits, the Metropolitan G a s 

Company h a s shown flagrant disregard for public health 
and welfare. For more than' 20 years the Company's 
South Melbourne works h a v e been a constant nuisance 
to nearby residents. Its chimneys h a v e belched clouds 
of black dust and fumes on surrounding streets and 
houses, caus ing injury to health and property., 

Although found guilty and fined, the Company has 
done nothing to remedy this position. 

Directors of the Metropolitan G a s Company are linked 
c losely with other leading Australian financial and in-
dustrial monopolies—D. Yorke S y m e is a director of the 
National Bank and the Mt. Lyell Mining Company. V. Y. 
Kimpton is a director, of the Commercial Bank, 
the N.Z. Loan and Mercantile Ltd. and the National 
Mutual Life Ltd. 

F. P. Derham is a director also of the Gas Supply 
Coy. G. J. Coles Ltd., and McEwens Ltd. He is 
legal counsel for the Employers' Federation and chair-
man of the anti-Labor Australian Constitutional League, 
which is linked with the Liberal Party. 

Among big shareholders in the M.G.C. are Australian 
Glass Manufacturers Pty. Ltd., the Baillieu family and 
and Sir Will iam Angliss. Australian Glass • Manufac-
turers are a part of the great A.C.I, monopoly. Its 2799 
£5 shares are today worth £38,000. Sir William Angliss' 
1011 shares are worth £13,600. 

"COLONIAL" AN OVERSEAS COMPANY 

The Colonial Gas Association Ltd. has a monopoly of 
g a s supply in Box Hill, Footscray,. Oakleigh, Dan-
denong, Frankston and eight country towns. Its in-
terests reach interstate into N.S.W., Queens land and 
W.A. 

In his "History of the G a s Industry," (1933) Mr. C. 
Crofts, Secretary of the Gas Employees Union, throws, 
some interesting light on the growth of the Colonial. 
He writes:— 

"When it chcmged its n a m e from the Australasian 
G a s Association to the Colonial G a s Association it 
sub-divided the £10 shares into two £5 shares, and 
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g a v e to the holders of the founders' shares in the 
company's capital £600 from -the reserve fund." 

"At a later period it used part of its reserve funds 
to purchase shares in the Charters Towers G a s Com-
pany. It would be interesting to know whether this 
Association has from time to time used its reserve • 
funds to buy up g a s works throughout Australia, a s 
it now has between 20 and 30 works a s against 12 
works in 1912. 

"This Association is registered under the Foreign 
Companies Act, but has ga ined a great influence over 
g a s undertakings in Australia." 

Mr. Crofts adds:—• 
"The Metropolitan Gas Company is pay ing 13 per 

cent., Ballarat is pay ing \2\ per cent, on its paid-up 
capital, but it doubled its capital from its reserve fund, 
and now pretends it is only paying 6 i per cent., Ben-
digo p a y s 7 per cent." 

In 1945 the total assets of the Colonial were va lued 
at £2,531,000 while its gross -revenue amounted to 
£605,000. 

Like the M.G.C. the Colonial Gas Company h a s 
found g a s supply highly profitable. More than one 
third of its share capital is allotted to preference shares -
carrying a fixed rate of 8 per c^nt. 

SOURCE OF HIGH PROFITS 
High profits in the g a s industry are derived not only 

from its monopoly position but from its mass pro-
duction " methods which greatly enhance the productiv-
ity of labor. 

Official Victorian statistics reveal that va lue added 
per employee to materials in the process of g a s manu-
facture in 1942-43 w a s £726—higher than in a n y other 
industry except electricity. 

The benefits of this h igh productivity are not being 
passed on to workers in the g a s industry or to the 
groat mass of domestic consumers. They are going in 
dividends to a handful of shareholders and in reduced 
tariffs on bulk supply to big industrial consumers. 

The M.G.C. charges 6/1 for the first 1,000 units, 
but it charges fall until every 1,000 over 300,000 units 
costs only 3/6. 



MONOPOLISTIC BY NATURE1 

Gas supply is a public utility which b y its nature 
does not permit of competition. Rival g a s companies 
operating in the s a m e territory would c a u s e chaos and 
absurd economic waste. Two, three or more sets of 
g a s mains with, consumers choosing or changing their 
supplies according to competitive prices, would drive 
councils, roads boards and taxpayers to ruin or in-
sanity. 

Governments h a v e long recognized that g a s supply 
must operate a s a monopoly in a n y territory. Private 
g a s companies are a l lowed to operate only under Go-
vernment charter, with regulations more or less rigid 
—according to the government which m a k e s them— 
to protect the public from uncontrolled exploitation. 

Monopoly means unchal lenged economic power. 
Without the most rigid control it can m e a n power to 
dump on the public an inferior product at a price 
limited only b y the producer's greed for profit. 

Monopolies in private hands carry with them . not 
only the danger of unbridled exploitation—they c a n 
act a s d e a d weights to technical progress. They can 
completely ignore the changing and expanding n e e d s 
of the community. 

Numerous independent g a s works in city and suburbs 
are an obstacle to fully efficient supply. This requires 
a single, centralised system. State ownership and con-
trol alone can give this result. 

HOLD BACK TECHNICAL PROGRESS 
The private g a s companies are not in a position to 

deve lop Victoria's big brown coal resources by the 
modern method of' underground gasification. This effi-
cient method of g a s production h a s been applied to 
brown coal deposits in Germany and the Soviet Union 
for m a n y years. It would make Victoria independent 
of outside coal suppl ies—a good thing for Victoria, but 
bad for the B.H.P. coal barons w h o are c losely linked 
with the g a s monopolists. 

The underground gasification of brown coal, more-
over, would render the monopolies' existing plant ob-
solete and largely valueless . They are therefore likely 
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S t a t e Library ci V ic tor ia 
<o use their not inco'nsiaerable influence to oppose this 
development. 

Clearly, scientific development has reached a s tage 
where control of all fuel and power should be vested in 
a State Fuel and Energy Commission, which would 
carefully plan and co-ordinate the exploitation of all 
existing and future sources of Victorian energy. 

There is only one w a y to end a position which h a s 
prevailed for so m a n y years in the g a s supply system 
of Melbourne—NATIONALISATION. 

LABOR'S NATIONALISATION PLEDGE 
The Victorian Labor Premier, Mr. Cain, in his election 

policy speech of October 18, last year, p ledged to 
transform the Victorian g a s industy into "a State-con-
trolled public utility not conducted for profits." 

' The Cain Labor Government can properly fulfil this 
p ledge only b y speedy nationalisation of the g a s in-
dustry. In doing so it should take into regard the fact 
that the g a s companies h a v e built up their great 
wealth by exploiting their workers and the public; and 
in some c a s e s b y flagrant l a w breaking and political 
intrigue. Those vrho h a v e held large parcels of shares 
in the g a s monopolies over a number of years h a v e 
been more than compensated for their investment. Full 
compensation should therefore only be awarded to 
small necessitous shareholders. 

In Nationalising Melbourne's g a s supply the Cain 
Government should set an example b y nationalisation 
along labor, rather than capitalist lines. G a s workers, 
technical workers, the G a s Employees Union and other 
related unions, should be g iven a full voice in manage-
ment, together with representatives of the Housewives 
Association and other representation of the consumers. 

Nationalisation on these lines, while still a measure 
of State capitalism, bringing cheaper service to big 
capitalists as well a s household consumers, would 
bring more power to the people. It would p lace them 
in an improved position to fight for a socialist system 
in which all industry will be owned b y the people. 

Trade union, labor and other progressive organisa-
tions can hasten the introduction of nationalisation b y 
pressing the Cain Labor Government to bring in the 
necessary legislation without delay. 
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