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is the land from which water drains. This water drains
from higher to lower elevations either by natural, or
man-made channels into a public drinking water supply
intake, such as a reservoir.8 The land is located in all
twelve of the communities, served by the Regional Water
Authority, plus four more: Guilford, Madison, Killing-
worth, and Prospect. Both, Prospect and Killingworth,
border the region, but are outside the New Haven area.
More than 80% of this land lies in the outlying rural
towns of Bethany, Woodbridge, Cheshire, Prospect, North
Branford, Branford, Guilford, Madison and Killingworth.
This 25,277 acres is essentially undeveloped land
although it does contain such water related facilities.
as storage tanks, pumping stations, and filtering plants.
The rest is not developed. There is a reason for this
lack of development, and it is. to protect water quality.
One way to protect water quality, is to surround the
water supplies, such as wells and reservoirs with open
space~land. This reduces the amount of contaminants
entering the water supply and allows the natural filter-

ing process to work. The State Plan for Conservation and

Development in Connecticut recognizes this policy and

states further: "Lands which are maintained in open
space necessary for the protection of public water supply
should be continued to be maintained in that state."9

These lands form a major portion of the open space

in the South Central Region of Connecticut. According



MAP 1: DISTRIBUTION OF NEW HAVEN WATER LAND HOLDINGS
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11
surplus lands.

The reaction in the South Central Region was not
limited to water quality only. While the issues of
adequate amount of land and sufficiency of technology
for water quality protection were discussed, other issues
also arose. Communities began to determine whether to
acquire lands, which lands to acquire, and how that coqld
be accomplished. Several communities were worried about
the changes in tax position. As a private company, New
HaQen Water Company, paid property taxes on their land
holdings to the local governments. These lands provided
tax revenues with little, or no service demands, for the
communities. The sale of these properties could change
the established arrangements. If the land was bought by
a government for open space or other purposes, then the
tax revenues would be lost. If the land was sold and
developed, costly new service demands might result.

The City of New Haven was concerned, too, since the
situation posed a threat. Under continued private owner-
ship, the water supply could become very expensive.
Higher water rates would affect New Haven the most, since
the City accounted for the largest share of the market
and consumption. New Haven started seriously considering
the 1902 contract with the New Haven Water Company.30 This
contract gave the City the right to purchase the Company
every twenty-five years and 1977 was the year of option
come up again.

The possible ownership of the New Haven Water Company
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public utility. First there will be a history of the
struggle. Second will come an economic analysis of the
land situation. Finally will come an analysis of the
situation. This will look at the issues of autonomy,
revenue flows and ownership of the company, and relate
this to the observations of Domhoff. From this will hope-
fully emerge a better understanding of the political
workings of a region and the role major land development

issues play.






The question of public or private ownership of the
llew Haven Water Company, was not a new debate. The debate
began in the mid-1800s. While the New Haven Water Company
was organized in 1849, it did not become operational until
1861. 1In-between, there was a debate on the operation and
ownership of the water utility. It seemed that the ori-
ginal organizers' intention was to establish the venture
and then give the charter to the City of New Haven. 1In
June 1852, the City appointed a committee to study the owner-
ship and water supply question, and by February 1853, a
report was published on the issue. More than a year of
debate and bickering followed. Finally, the issue was
resolved at a town meeting on July 7, 1854 with a decisive
vote against city ownership. The private investors went
ahead and proceeded to build and operate the new water
system.

The municipal ownersiip issue of the New Haven Water
Company arose again twenty-seven years later. 1In 1381, a
movement formed to have the City of New Haven, purchase
the New Haven Water Compnay. A special ballot was held
in November of 1881 and again the purchase was opposed:
5,062 against, and 3,193 in favor.2

The municipal ownership theme arose again in 1902,

but this time in a different manner. The Company had grown

14
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to a near monopoly in the region due to acguisitions. On
February 20, 1902 the City of New Haven entered into a
contract with the New Haven Water Company whereby within
city limits, the Water Company would provide water services
without cost to the City of New Haven for schools, fire
protection and public municipal use.3 In 1934, the
Connecticut Public Utilities Commission terminated this
without cost benefit to the city.4

The more important aspect of this 1902 contract was a
provision effective on every 25th anniversary of the con-
tract. This proVision stated that "if the City shall deter-
mine to ourchase the property, assets, and franchises of
the Company, the Company will then sell and convey the same
to the City, upon the City paying just and fair compensa-
tion."5 The contract further stated that if the City and
the Water Company could not agree on what constituted a
just and fair compensation, then the Connecticut Suverior
Court would appoint a three person committee, who would
decide the just and fair price. This option became active
under two other conditions as well. These were whenever
the Company divested itself of its property and franchises
"to any other person or corporation,"6 or if the Company
failed to provide safe and adeguate water services.

The first time the purchase option became active was
in 1927. The second time was in 1952. 1In both times, the
New Haven Board of Aldermen debated the option and voted

against purchasing the Company. Conditions did not call
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for such action. Purchase and continuing costs would
supposedly only have increased consumer rates.8 The third
time the option became active was in February 1977.

In the early 1970s, New Haven Water Company was facing
major capital costs. These costs arose from three aépects
of providing water service. The first aspect involved
the distribution of the water supply with such equipment
as transmission lines, pumps, and storage tanks. The
second aspect was the treatment of water to meet water
guality standards. The third aspect was replacement and
additions to the water system, such as wéter mains, meters
and hydrants. These costs were such that in 1973 the
Company had a capital budget of $12 million, and estimated
five year (1973 to 1978) capital spending of $75 million.9

The revenue of the Company came from the charges paid
by the ' nsumers of the utility's water and these charges
were regulated by the State of Connecticut's Public Utility
Commission (PUC). New Haven Water Company needed more
revenues to cover the financing of the capital investments.
To attract capital, an attractive rate of return was needed
and a better rate of return required approval by the PUC.
New Haven Water Company was not satisfied with its return
rate. According to Charles Woods, president of the
Company, the return was only 6.9% in 1971, and 7.0% in
1972.lo The March of 1973 rate increase by the PUC, did
not satisfy the Company either. Given such a situation,

the Company started to examine its assets for anotiier
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On March 31, 1976, there was a Regional Council of
Elected Officials meeting in New Haven. The major topic
of the meeting was ownership of the New Haven Water Company.
Mayor Logue explained New Haven's position. The City had
decided to go ahead with its proposal, and the 1902 con-
tract option. The purpose of the bill was to make the
purchase easier. He said the City ownership would not
mean loss of tax revenues. The City would pay all current
property taxes. Mr. Logue was in favor of regional control,
if it could be worked out. However, the opposition to
the City's actions did not lessen. Russell Stoddard asked
the Council to aéprove a resolution requesting the General
Assembly to create a state study commission. This study
commission would examine the feasibility of regional water
district. The resolution was passed. It should be noted
that the New Haven Water Company was not neutral in this
debate. The Water Company was interested in public owner-
ship if it was regional, but not ownership by the City of
New Haven.41

The bill to establish a state commission to study the
feasibility of a south central Connecticut regional water
district moved rapidly. The bill was submitted in April,
and by May, special Act Number 76-68, was passed by the
General Assembly. State representative Dorothy McCluskey
of North Branford guided the proposal through. In May,

the appointments to the Cormission were made by the chief
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for a regional authority independently.43

Hew Haven Water Company did not remain silent while
the Commission studied the regional option. 1In June,
Company President, Charles Woods, explained the troubles
of private water utilities to a New Haven Rotary Club
meeting. He felt that "drastic and dramatic"44 changes
were needed in the wav private water utilities were taxed
and regulated. Private utilities must pay federal, state
and local taxes. They rnust also offer higher interest
rates and dividends, in order to compensate for their
taxability. This mnade financing more expensive and diffi-
cult. He noted that public utilities were in a better
position since they paid much lower interest on the same
financing. lir. Woods' conclusion was the most interesting.
It was in the best interest of all, to have water service
provided by a regional public agency mucn like the Hartford
Metromolitan District.45

Wew ilaven Water Company offered a different solution
to the Water Company lands problem in July. 1In a letter
addressed to Ralpn Love, of the Commission's Legal and
Economic Committee, the secretary and vice-president of llew
Haven Water Comvany, Joan J. Crawford, n»nresented three
ontions. One option nroposed the establishment of a 17-town
conservation unit which would opurchase all the surplus Water
Company lands. It would be financed by the seventeen

communities, and the cost would be only one mill rate
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community a say in the disposition of lands. The Repre-
sentative Policy Board would appoint a five member Regional
Water Authority, which would oversee management, policy
making and operation of the utility. Public hearingé on
these proposals were set for October 12, in North Branford,
and October 14th in Hamden.

At the same time the Commission report was issued, a
rumor concerning tne potential purchase price circulated.
The New Haven Register ran a story, which said that the
regional water authority would pay $150 million to the
stocknholders for the Company. This report was vehemently
denied by Howard Brooks, Chairman of the Study Commission.48

This was not the first mention of price. Mayor Frank
Logue of New Haven had suggested last March 31, 1976, at
the meeting of the Regional Council of Elected Officials,
that the City would pay double the current stock price to
the stockholders.49

The Commission's report renewed debate on the regional
versus City ownership. The Xillingworth Conservation Com-
mission issued its endorsement of tihe regional proposal.
Thelir stated reason was very simple; it's better than owner-
ship by the City of New Haven. The Town Council of Horth
Branford, debated the proposal, as well. They voted not to
endorse or comment upon the proposal officially. Instead,

they decided for each council member to speak individually

of the public hearing, since their vote had split on the
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issue. One member was worried by the lack of local refer-
endum. He felt that the only ones to benefit from the sale,
were the stockholders and the close the door behind environ-
mentalists. The major concern of the North Branford Council
was land and taxes. They wanted assurances that the pay-
ments would be equal to private company taxes and they had
a voice in land use decisions.50
The public hearings came, with the first held in
North Branford on the 12th of October. The hearing had
speakers from mostly the east sihore of the region:
Killingworth, Madison, Guilford, Branford, North Branford,
Wallingford and New Haven. Two speakers were from the
Connecticut Council on Water Company Lands, and the Guil-
ford League of Women Voters. The hearing in Hamden was two
day later, on the 1l4th of October. This meeting had repre-
sentatives from the northern and western areas of the
region: Orange, West Haven, Woodbridge, Betnany, Hamden,
North Haven, Cheshire, Wallingford, and New Haven. The
Connecticut Clean Water Group and Environmental Association
of South Central Connecticut representative spoke, also.Sl
Only two mayors spoke at the hearing. Mayor Lucien
DiMeo of Hamden expressed his reservations and interest in
the regional proposal. He was concerned about land use
controls for open space preservation and what types of con-

trols existed. He was also concerned about tne tax ques-

tion and the $445,000 which the town received from the pri-
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interest. There would be a l7-member Representative Policy
Board with one member appointed from each of the seventeen
communities in the water district. This Representative
Policy Board would review water rate, land use and dispo-
sition, and major capital improvement project decisions.
The voting would be based on a formula determined by:
the number of customers in the municipality as a propor-
tion of the total number of customers in the district;
and, the amount of utility land holdings of the district.
The number of customers to amount of land was weighted
2 to 1 in the formula, because of the primary function of
the utility to deliver water service. There would be a
five member Regional Water Authority, appointed by the
Representative Policy Board, which would be responsible for
management and supervision of the utility. The actual
operation of the utility would be the responsibility of the
chief executive officer.61

A major aspect of the report was the tax issue. Tae
Commission proposed payments in lieu of taxes (PILOTS).
Under their PILOT proposal, each municipality would be able
to gain tax revenues from the existing Authority property.
The Authority would pay PILOTS egqual to the amount the
Company presently paid. These PILOTS could increase,
because of mill rate and assessment charges, but the
increase was limited to no nore than five percent a year.

No PILOTS would be paid on any future improvements to the
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The regional supporters were very surprised by
Grasso's move. At first, they believed, the regional
option was dead for 1977. There was a legislative trailer
session in late July, but the legislation could not be
changed during the session, only the veto overridden, and
the chances of override were slim.

The outlook changed. On July 20, a dozen area
legislators and elected officials met with Governor Grasso
to see what could be done and whether she would change
her mind on the veto. She did not, but did hint that she
would not actively oppose the veto override and would
allow the legislature to make its own decision. 1In return,
it seemed that an amendment to the bill would be submitted
in the 1978 session, to eliminate the Governor's objec-
tions.8l A probable reason for the amendment agreement
could be to gain political points with Grasso. Her support
might be needed at another time for this or another issue.

Meanwhile, pressure came upon tne supporters of
the regional bill to override the veto from the City of
New Haven. Mayor Logue urged the overriding of the Gover-
nor's veto, otherwise the City would pursue its own option.
On July 21, 1977, one day following the meeting with
Governor Grasso, Mayor Logue and Water Company president
Charles Woods announced the establishment of discussions
between the City and the Company. Mr. Woods emphasized

that these were discussions and not negotiations. Ilayor
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Logue emphasized that the City had a November deadline
and did not want to lose time. Mr. Woods added that the
Company would not extend the option date beyond November,
unless the City had agreed in principle to buy the Water
Company.82

Mayor Logue had appointed a three-person team for
these discussions: the Development Administrator, and two
people from R. W. Beck Associates. The Beck report would
form the basis of the discussions, for the City. 1In
addition, Mayor Logue announced the formation of an
advisory group on the purchase. Its members were the City
Corporation Counsel, his executive assistant, the Alder-
manic president, the Aldermanic majority leader and the
Aldermanic minority leader.

On July 25, 1977 the General Assembly held its
"trailer" session. The outlook for the regional bill was
brighter but fears still existed. Grasso had vetoed twenty-
two bills and an override was attempted for only eight,
of which the regional bill was one. The bill passed easily
in both the House and the Senate. It was the only suc-
cessful override of the "trailer" session.

On August lst, the first meeting of the RCEO was
held since the passage of the Regional Water Authority
legislation, and this was supposed to be an organizational
meeting for the Water Authority. The Regional plan did not

appear too secure. Five communities had not appointed their
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City was acting on its own. The Special Aldermanic Com-
mittee for the Water Company purchase continued to study
the situation and issued two reports since the Committee
was split. One report called for another offer of $107
million. This would be the highest and final offer from
the City. The other repvort recommended to remain with the
$102 million offer. Debate began on whether the price was
too_high to pay, and on the size of the windfall profits
the stockholders would receive. This debate raged on into
November, and to the full Board of Aldermen. The Board was
split on the issue, too. On November 21, the Board passed
the last and highest purchaée offer of $107 million. The
vote was close, 12 to 10. The Logue Administration had
lobbied hard for it. 1In addition, doubts existed as to
whether this new price was acceptable to the suburban
towns.lOO

At first, there was no comment from the Water Company.

Then on the 13th of December, the word came that the sale
was dead. The Board of Directors had rejected the pro-
posal by an 38 to 3 vote. This time, however, the Board
of Directors promised to submit the proposal for stockhol-
ders' vote, in April 1979. The City's offer had amounted
to $89 per share. (Actually, the figure was $84.76 per
share, but this figure was deflated. 1In October 1978,

101 This was the

the Company had issued a 5% stock dividend.
result of an increase in the total number of shares and

therefore the price per share decreased.) An angry Mayor
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Logue responded that "no public agency is prepared to

increase that offer by $l."lo2

Mayor Logue was not alone
with his feelings. 1In early January of 1979, the New
Haven Board of Aldermen voted unanimously not to in-
crease the November proposal, and declared the proposal
to be the City's best and final offer.

It appeared as though the public ownership option
was going into a period or dormancy. New Haven was out
of the running. While the City's proposal was up for stock-
holder decision in April, the chances were unlikely that
the stockholders would approve the offer, since they
usually followed the Board of Director's lead. 1In February
the Regional Water Authority issued a statement that the
Water Company would remain private until the conditions
provided a greater stimulus for regional ownership. The
problem was the price, it was too high with $107 million
for the Company and additional $14 million to cover
taxes.103

In late February 1979, a new twist came to the situ-
ation. A movement was started to change the Company's
decision by changing the Company's directorship.104 Betsy
Henley-Cohn and Thayer Baldwin, Jr. lead a challenge to
replace the current Board of Directors with a new one, who
would be sympathetic to public ownership and accept the

City's offer. Betsy Henley~Cohn and Baldwin were two of

nine people, who registered with the Federal Securities
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During this time, New Haven Water's activities were
not limited only to the stockholders battle. The Company
was in need of additional revenue. In early March, the
Company requested a rate hike of $1.4 million, due to
expenses associated with new construction and increased
operating costs of newly completed facilities. Less than
two weeks later, the Company requested an additional rate
increase of $400,000 for the same reasons.

The Company received a controversial provision from
the PUCA. The PUCA voted to dréft emergency regulations
allowing water companies to pass along the costs associated
with federally mandated construction. These costs could
now be passed along upon the completion of each phase of
a project, rather than at the completion of the entire pro-
ject.114

In mid-May, the Connecticut Superior Court upheld the
ruling by the Connecticut Public Utilities Control Authority
wnich required the profits from the sale of water company
assets to benefit the rate-payers, and not the investors.
The Court ruled that the PUCA was within its authority, in
making the accounting rule, and the rule was constitutional.
This was not the ruling that the Water Company was banking
on and it decided to appeal the decision to the Connecticut
Supreme Court.115

Following the stockholders vote in late April, the

New Haven Water Company began negotiating with the Regional
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additional $10.80 to $12.60 per share. The stockholders
were also to receive proceeds from the previous land sale
to the Town of Wallingford, tax refunds from the Town of
Prospect's over-assessment and the unpaid, accrued divi-
dends. The total cost was $100 million, with $46 million
for the shares and the rest for outstanding debt.119

Further discussions were needed to complete the
agreement as well as approvals from the Company's Board of
Directors, the stockholders, the Water Authority's Repre-
sentative Policy Board, and the municipalities. It was
thought that the sale could be completed by the end of
1979, if all went smoothly.

The tentative agreement was not without problems.
The reactions from the municivalities were not accolades.
Three chief elected officials from Bethany, East Haven, and
Hamden, opposed the sale, since the price was too high.120
Other towns accepted the agreement, but were not enthu-
siastic. The Mayor of Milford described the price as a

"rip-off.n12!

Another problem was the sale of the Winter-
green property to the State of Connecticut. The gquestion,
how much was the State willing to pay, remained.

Discussions on the tentative purchase continued and
in September, the Board of Directors gave its final approval.
This, however, was not the same agreement. The purchase

price increased to $85 per share and the Lake Wintergreen

arrangement changed as well. Now the Regional Water Autho-
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the Regional Water Authority through 1979 and into 1980.
During these negotiations, tax difficulties had been dis-
covered in the existing purchase agreement and in late
February a new arrangement was announced. The stock pur-
chase would cost $51.6 million rather than the earlier
$47.1 million, and $60 million for liquidation of liabili-
ties and the funding for initial stages of capital improve-
ments. The stock deal amounted to $93 per share.127

The final approval process began. On March 7, 1980
the Water Company's Board of Directors and the Authority's
Representative Policy Board, signed the agreement. The
Company scheduled the stockholders vote for.May. The Repre-
sentative Policy Board scheduled public hearings on the
purchase for April. The deadline for interim financing
had been set for April 2, 1980, and the Authority began
looking for the needed financing. 1In late March the
Authority had been unable to obtain the needed interim
financing and requested an extension of the financing dead-
line to October 2, 1980.128 After some consideration, the
Board of Directors granted the extension.

The Water Company took precautions in case the pur-
chase arrangement did not go through. In mid-March, the
Company filed a letter of intent requesting a rate increase
of $3.3 million and the sale of $6 million in preferred
stocks at a 12% dividend rate. The Company had until mid-

May to fileits formal case.129
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The approval process proceeded. The public hearing
was held in May. Little opposition was raised to the
purchase. 1In June and July came the municipal approval
process. Woodbridge was the first to vote. It rejected
it. WNext came North Haven who delayed their vote.
Approvals came from North Branford, Guilford, West Haven,
Wallingford, New Haven, Cheshire, Hamden, Milford, East
Haven, Madison, Orange and Bethany. MNorth Haven finally
approved the agreement in July. Woodbridge voted again
on the agreement, but still was against it. Prospect
voted against it. Killingworth failed to vote on the
agreement and therefore, according to the approval proce-
dures, approved the agreement by default. On July 15, the
stockholders voted their approval of the offer.

By August 1980, the Authority had received the needed
financing and on August 26, 1980, the New Haven Water Com-
pany was bought by the South Central Connecticut Regional
water Authority. With this sale, all the operations and

lands became publicly owned.



CHAPTLR III

ECONOMIC ANALYSIS



While the creation of the Regional Water Authority
and its land utilization plan mandate are political deci-
sions, there are underlying economic issues to the situa-
tion. The amount of discussion during the controversy
on future water rates, taxes and the Company's financial
trqubles testify to that. What this section will attempt
to do, is to examine the controversy from an economic
standpoint. This will be done by examining the Company
land holdings as an open space externally. 1In part,
the controversy can be seen as resulting from New Haven
Water's dual role as a water supplier and a de-facto open
space institution.

As a producer, it was expected that New Haven Water
would provide services as efficiently as possible. The
production process reguired such intensive capital facili-
ties and equipment as storage tanks, pumping stations and
filtering plants. Production also required the control of
watersheds to assure water quality. This meant ownership
of as much of the land inside a watershed as possible. But
time had changed this factor of production. Therefore,
owning large amounts of watershed land was no longer neces-
sary to assure water guality, partly due to new land use
controls and water pollution laws. The new filtering tech-
nology could be substituted for control of scme 1ands.l

65
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As a result, some lands could be sold. Another reason
encouraging the sale of unneeded lands was the cost of
the new technology to meet the guality standards.

New Haven Water Company had acgquired another role
and that was the de-facto open space institution. To
maintain water quality, New Haven Water Company had to
hold large areas of open space land, and these lands
became incorporated as part of the region's open space by

2 In addition to

public agencies and the general public.
water guality, the benefits received from theée open space
lands would be visual, psychological, and environmental.
These benefits could be consumed by all on varying utility
curves and at a marginal cost of zero. The benefits were
non-excludable and non-rival. In sum, the Water Company's
open space was a public good and the producer was the
private New Haven Water Company. An externality existed
whenever an individual's utility function or a firm's pro-
duction function included a real variable not choosen by
the individual, or firm.3 These opven space lands could be
described as positive externality.

The other characteristic of an externality was that
the effect was not optimally priced. The true price should
take into account all the costs, or benefits, including the
social costs or benefits. In this situation, the true
price of open spmace would equal the direct benefit to the

water company of the open space or water quality, plus the
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summation of the marginal benefits to society attributable
to opven space. Such an analysis would be difficult to do.

An argument could be raised that the utility contro-
versy resulted from a conflict between the two roles of
water supplier and open space institution. From the firm's
viewpoint, selling the surplus land would be an appro-
priate action, if the land was no longer needed in the pro-
duction process. The open space perspective would be
guite different. The status guo was endangered. It was
not open space alone which was threatened, but who received
the benefits and who paid the costs. What follows is an
examination of the open space externality.

The benefits of open space accrued to all the people
in the region. In 1980, this amounted to nearly 490,0004
people in seventeen communities. Naturally, some benefitted
more than others. The 375,0005 customers of New Haven
Water, benefitted directly in terms of water quality.

Those communities with more open space, received more of
the benefits of open space: 85% of the Water Company land
holdings were located in ten communities,6 yet these ten
communities accounted for only 30 percent of the region's
population.7 In terms of wealth, these towns were above
the SMSA's Median family/individual income in 1970. The
median income ranged from $11,026 to $17,956 while New
Haven SMSA Median income was $8.8398 (see map 2).

The costs of maintaining the company's open space
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lands were borne by the customers of New Haven Water.
These lands formed part of the rate base, and the water
charges accounted for whatever costs associated with the
maintaining of these lands. The Company's customers were
located in only twelve of the seventeen communities and
the communities varied as to the percentage of the com-
munity served by New Haven Water. Even among these twelve,
theApopulation served, the revenues produced and the amount
of open space land were not proportional (See Table 1).

In addition, the Water Company paid property taxes
on all Company owned property to each municipality. This
included taxes on the open space lénd, although generally
the land was assessed in the lowest tax category, as forest
land.9 Table 1 explains how much taxes were paid to each
municipality on the Company land in 1975. This included
taxes paid to those five towns, not served by New Haven
Water. Four of these five towns were rural in character
and two had a vopulation under 7,000 people in 1980.

when the New Haven Water Company planned to sell
16,500 acres of land, the Company was acting upon its
property rights. They owned the land, believed the land
to be no longer necessary to safequard water quality, and
felt it could be disposed of. There were some restrictions
on the Company's behavior watched by the State's Public
Utilities Commission, determining that the revenues from

any land sale be credited to the rate payers. This was



Table l: The Distribution of Population and New Haven Wal
Customers, Revenues, Land and Municipal Taxes Paid

Taxes Total Water
on Land Taxes Company
% ot Water Paid to Paid to Taxes as
Revenues Company Town by Town by % of Town
1980 % of Pop. to Land in Water Co. Water Co. Budget
Town/City Population Served Company Acres (1975) (1975) (1975)
Bethany 4,330 o* o* 3,066 13,244 40,297 2.5%
Brantord 23,363 90 6. 1,415 8,194 121,290 1.6
Cheshire 21,780 71 4.1 131 2,160 133,420 1.7
East Haven 25,028 95 5.4 770 8,744 449,492 5.0
Guilford 17,375 0 0 3,237 12,525 45,871 0.8
Hamden . 51,071 90 11.4 1,615 68,643 445,116 2.0
Killingworth 3,976 0 0 777 2,057 7,590 0.7
Madison 14,031 0 0 4,325 11,459 78,385 1.6
Milford 50,898 97 14.3 244 9,327 220,261 1.0
New Haven 126,109 100 35.6 44 6,059 403,593 0.8
North Branford 11,554 40 .9 5,723 76,045 628,277 14.7
North Haven 22,080 82 6.8 38 1,078 152,091 1.4
Orange 13,237 73 2.7 786 5,840 127,017 1.9
Prospect 6,807 0 0 828 13,374 23,262 1.6
Wallingford 37,274 0 0 753 3,658 3,658 0.03
West Haven 53,184 98 12.1 339 9,705 181,532 1.2
wWoodbridge 7,761 18 .3 1,761 15,993 84,946 2.1
*Bethany has only 5 customers: revenues are negligible.
Sources: The population figures are from the 1980 U.S. Census Advance Report, Table 1. The

percentage of population served and revenues to Company figures are from New Haven
City Plan Commission Report Number 805-3, p. 8. All other figures are from the

Yale Task Force on Water Company Lands, Connecticut Water Supr'v Lands, Yale Univer-
sity School of Forestry and Environmental Studies, New Haven, _ :cember 1976.
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seven towns were the wealthiest communities in the region:
Bethany, Orange and Woodbridge. The three towns of
Guilford, Killingworth and Madison, had the greatest growth
rates in the region over the past decade in both, popula-
tion and housing, ranging from 43.6% to 63.3%13 in popula-

tion and from 49.4% to 71.2%14

in housing. North Branford
was the town of which the Water Company owned a third of
the total acreage. The analysis that follows was based on
an estimation of potential development.

Impact was based on the Company announced amount of
disposable acres, and the current zoning for the area. 1In
all seven towns, it was single family housing. It was also
assumed that all the disposable land would be developed,
regardless of any land constraints. A 15% across the board
allowance was made on all the acreage for roads15 and then
the remaining acreage was divided by the minimum lot
requirement. The result was the maximum number of lots
and therefore houses. To this resulting figure, a persons
per dwelling unit and a school age children multiplier was
applied. The multipliers came from the 1970 U.S. Census,

and were used by R. W. Burchell and D. Listokin in their

Fiscal Impact Handbook. The result was the anticipated pop-

vlation increase and these results are recorded in Table 2.
Table 2 shows the effect the proposed land sale might
have on the total population and the number of school age

children in the seven towns. There would be other impacts



Table 2: Projected Potential Development in Selected Towns

Projected
Projected** School**
Population Age Popu-
From De- lation from 1980
Town Acreage Zoning Lots* velopment Development Population
Bethnay 2,300 SF 3a 652 2,543 789 4,330
Guilford 2,900 SF 4a 617 2,406 747 17,375
Killingworth 626 SF 2a 266 1.037 322 3,976
Madison 2,762 SF 2a 1,174 4,579 1,421 14,175
North Branford 2,951 SF la 836*** 5,214 1,618 11,584
SF 2a 418
SF 10a 83
Orange 522 SF la 444 1,732 537 13,237
Woodbridge 746 SF lka 423 1,650 512 7,761
12,807 19,161 5,946 72,438
NOTE: * The resulting lot amount assumes 15% of the land area is for infrastructure.
** The projections are based on the blended New England single family house
(3.9) and school-age children (1.21) multiplier from the 1970 U.S. Census
Public Use Sample as used in R. W. Burchell and D. Listokin's Fiscal Impact
llandbook, Rutgers University Center for Urban Policy Research 1980, pages
34 and 35.

*** The resulting lot figures reflect the assumption that 836 acres applied for
single family 1 acre, 836 acres applied for single family 2 acres, and 836
applied for single family 10 acres.

Sources: The surplus acreage figures are from New Haven Register articles of January 6,

1974 ("Tri-Town Purchase Of Land Uncertain If Water Co. Sells," page 88 and "Water Co.

May Sell

Nearly 3,000 Acres," page 10) and February 7, 1974 ("Time Asked In Sale of

Watershed," page 46). Zoning requirements are from the Planning and Zoning offices in
the towns of Bethany, Guilford, Killingworth, Madison, North Branford, Orange, and
Woodbridge, April 1982.
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than just population changes from such land development,
and the impacts would not be limited to these seven towns.
With a major change in a situation, there would also be a
change in the costs and benefits, and a change in who
benefits and who pays for it. It would, of course, be
desired that a Pareto Improvement occurred, that someone
was made better off, while making no one else any worse off
than before.

The new home owners would benefit directly, but these
would be private benefits. These people would have an
attractive rural setting to live and raise their children.
Who would these people be? The zoning requifements answered
the question: large minimum lots, and single family houses.
In addition, the median income in all the towns with sub-
stantial acreage was above the median income level of the
New Haven SMSA in 1970.

The suburban-rural towns would benefit from increased
taxes due to the increased value of the developed land.
Unfortunately, new development would increase the service
demands and costs, too. New development would mean more
roads to service, and an increased number of children to
educate. The character of the community would change. It
would most likely still be pleasant, but not the same, as
the character of pure open space. These would be costs
borne by all the citizens in each community.

Other development costs would probably be borne by
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the entire region. There would be the loss of the general
benefits from open space land. Sprawl would be further in-
creased and with it the energy costs would increase. An-
other regional issue would be water guality.

The New Haven Water Company appeared to have made a
major assumption that the new water treatment technology,
land use controls and new pollution abatement laws had
actually eliminated the need to hold large amounts of open
space, to assure water quality. It was agreed that some of
the Company lands were indeed surplus, and could be sold
with no harm to the water supply. Questions remained
whether all 16,500 acres were surplus, and how much land
was needed to assure water quality. At a Yale University
Medical School conference on the Water Company lands, the
answer to this question was that no one knew.- - The result
of change was long term and unknown.l6

New Haven Water Company would most likely benefit
from a land sale for development. The Company would have
received money which could be used for financing construc-
tion, improving the investor's return, or even reducing
water rates.

It would be difficult to know whether the consumer
would benefit. The Company needed new and replacement fil-
tering eguipment, regardless of the land sales. If the

revenues from land sales went towards new construction or

to lower water rates, then the consumer would save money.
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If on the other hand, the open space lands were preserved

then the consumers would pay more for water service and
the new filtering technology would still be used. An
argument could be made that perhaps the consumer was
trading monetary savings for a possibly higher water
quality risk due to the unknown answers of the water
quality and watershed land debate. This land sale did not
take place, and if it had, it probably would have been
at a smaller scale. There were several reasons for this.
First, it would be doubtful that New Haven Water actively
wanted to sell all the land for development purposes,
Their behavior suggested that the company wanted most of
the land to remain undeveloped and have their water rights
protected.17 What the Company appeared to want to do was
shift the ownership of the open space to the State of
Connecticut, the municipalities or to conservation trusts.
Secondly, the Company probably would have sold the land
over a long period of time and not all at once, one reason
! ing to keep land prices up. Thirdly, a good portion of
the land was not the most desirable for development. The
lands contained wetlands, rocky soil and steep terrain.
Lastly, there were other and better lands in the region td
develop.

Despite this, the municipalities were faced with a
Water Company land problem. New Haven Water planned to sell
the lands with the implication of possible development. The

towns did not want development, nor did they want to lose
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their open space. Discussions ensued between the State of
Connecticut, the local municipalities, and the New Haven
Water officials, on the fate of the lands and how to re-
solve the situation. Over time, four public policy solu-
tions presented themselves. The first solution involved
public purchase of the Company's surplus open space land.
The second option involved public purchase of the develop-
ment rights of the open space land. The third option
involved purchase by the City of New Haven of the New Haven
Water Company and all its assets, including the land. The
fourth option involved the purchase of the Water Company
and its assets by a regional water entity.

Under the first option, the public would purchase
the excess open space lands from the Water Company. This
would involve purchase by the state, by the towns, or by
both. While the state could be expected to buy some of
these lands, the major purchaser would most likely have
been the towns where the lands were located. 1In return, the
New Haven Water Company could lease the water rights of
these lands from the towns, who would own the property
rights.18

The major benefits of this option were the preserva-
tion of open space and water quality. These were benefits
due to all the people in the region. UNew Haven Water
received needed money for financing construction. The cus-

tomers of Jew Haven Water paid only for the water rights

of these lands, and not the full cost of preservation. The
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lic corporation under the supervision of a board composed
of representatives from the seventeen communities affected
by New Haven Water. This regional authority would purchase
New Haven Water Company and all of its assets and operations.

One reason for the regional approach was economics.
The water service would be less expensive because of
savings due to federal and state tax exemptions, lower
financing costs, and no dividend payments. This regional
authority would, however, still pay property taxes. These
were called payments in iieu of taxes, and would be paid
on all existing real and personal property of New Haven
Water in each municipality. The reason for this provision
was not to deprive the communities of tax revenue they had
earlier received. One concession was made to exempt any
further improverment from the calculation of the payments.22
Most importantly, the ownership of the land holdings
would be in the public arena, and changes in use subject
to municipal approval. Open space and water quality would
both be protected, and complicated procedures would be
designed for disposing of any lands. The financing of this
purchase and operations, would be borne by the region-wide
rate payers.

In economic terms, the externality situation shifted
very little. While the rate payers received only some of
the benefits of the open space, they paid all of the costs.

The rural towns still received most of the benefits and












The purpose of this section is to gain a better
understanding of the managerial and political workings of
a region and the role major land development issues play.

A history of the political manueverings and events by
itself is not enough. It is necessary to understand how
individual manueverings, motivations and interests inter-
act to form the dynamic workings of a regional management
system. The following analysis will attempt to place the
Jjigsaw puzzle together by examining each actor's motiva-
tion and actions. Understanding the.situation is compli-
cated by the lack of full knowledge of each actor's
motivation. Finally, it is also important to point out
that other factors related to the circumstances described
in the case may have affected the results. While these
gquestions may go unanswered at this time, there is still a
need for an awareness of the issues.

New Haven Water Company became the center of a politi-
cal controversy because of its control of two resources
basic to the economic welfare of the region: water and land.
Water service delivery became an issue in terms of the
firm's ability to provide inexpensive, quality water. Land
became an issue, because of the possible affects of the
proposed land disposal on development patterns, tax revenues

and municipal autonomy. These two factors provided the

84



impetus for action and reaction by the three major
characters: New Haven Water, the City of New Haven and the
suburban and rural towns of the region.

New Haven Water's role in the controversy was that of
an actor who set the action and defined the issues. For
the Company, the controversy began as the response to a
technical question. The federal and state governments had
passed laws and regulations requiring water utilities to
provide cleaner, safer water. These new requirements
meant the installation and construction of new filtering
plants to meet the new standards. This changed the factors
of production such that the holding of large amounts of
watershed land was no longer necessary, and as a result,
some of the land could be disposed of. 1In addition, there
were lands outside of the watersheds which could also be
disposed of.

The technical production factor affected the cost
aspects of the equation as well. The new filtering tech-
nology required large amounts of money to install the newly
needed equipment. In addition, there were normal equipment
and facility replacement and repair costs. These two fac-
tors added up to very large capital expenditures for the
Water Company to finance, and private financing was expen-
sive. The result would be high costs and even higher water
rates.

As a regulated utility, the Company needed approval
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lowering the water rates. To some extent, this involved
tax breaks. The Company did make use of State laws
allowing their land to be assessed by the towns as forest
land,l-—an open space, thﬁs with the lowest assessment
value. 1In 1977, the Company benefitted from a law which
the Company helped pass through the State General Assembly,
in 1975, which allowed the Water Company to pass financing
through the Connecticut Development Authority. This
permitted the Company to use lower interest of bonding to
finance the needed construction.

The major attempt of improving the Company's economic
climate necessitated the sale of the surplus lands. What
the Company wanted to do was to shift the financial burden
of the open space land upon the state or the local govern-
ments by selling them these properties. The Company was
not interested in the development of most of these lands,
it wanted them kept as open space, and the Company would
only have to lease or buy the water rights. 1In return for
the land, the Company would have received a large amount of
needed funds for financing the capital projects, and the
money could also go toc benefit the investors.

This idea could have originated from an incident in
1967. A strong citizens group emerged in 1967, looking to
preserve the open space land of West Rock Ridge.2 The
Regional Planning Agency did a land owner survey of the

properties in 1968. One of these land owners was the Water
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Company. The movement became strong enough so that the
state legislature passed a bill to purchase the lands for
a state park. The movement died, however, when the gover-
nof vetoed it.

The Company set the stage in l97l‘and 1974 for sub-
urban and rural town action. By implying that the lands
would be sold for development, the Company hoped to spark
local action and purchase. The towns studied the issues
and discussed the alternatives, but support was not strong
enough for actual purchase. In seeking support, an action
was mobilized for a state study and moratorium. What the
Water Company accomplished was to increase municipal aware-
ness of the tax benefits of Company property and the muni-
cipal vulnerability to Company land use decisions.

It could be argued that New Haven Water began to
maneuver for potential regional ownership as early as 1971.
In 1971, Charles Woods served in a committee of the Regional
Planning Agency of South Central Connecticut, which investi-
gated regional ownership for the area.3 While the Company
laid the foundation for regional ownersh: it was the City
of New Haven and the election of Frank Logue as mayor which
made recional ownership a real issue. This made it possible
for the Company to actively pursue two courses of action in
regard to the Company's future.

The role of the City of New Haven was similar to the

role of the Water Company. The City defined the issues and
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vable that Mayor Logue and Mr. Baldwin were not aware of
this before July 1978, when the existence of this clause
was announced publicaly. This option did have a problem.
An uncertainty existed as to whether the contract was
perpetual. As a result there were doubts about the
enforceability of the option in court.6 Despite that, the
City was in a position to act as a catalyst for public
ownership.

What the City of New Haven did was prompt suburban/
rural action towards the creation of a regional water
authority. It was the prospect of the City of New Haven
owning land in the surburban-rural towns and the possibility
that the City might build low income housing on these lands.
which brought these towns together. There was a reaction.
The City introduced legislation to purchase the Water
Company and then the suburban towns established a Feasi-
bility Study Commission. The formation and passage of the
Regional Water Authority legislation was spurred on by
the City pursuit of its option. The opening of purchase
discussions between the City and the Company in later July,
provided further motivation for the municipal effort to
override Governor Grasso's veto of the Regicnal bill. The

irst offer by the Regional Authority to the Company was
intended to beat the City's. The regional bid went
dormant once the City's offer was dead, but came alive

again in arch 1979, when the alternative Board of Directors
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promised to reopen negotiations with the City, if they
won the election. Only the final agreement was not
prompted by City's action. However, even there the
Regional forces were not the initiators. It was the
Water Company, since it appeared that no better way of
settling its financial problems existed.

Throughout the controversy, the suburban and rural
towns reacted to events rather than initiated actions.
Their actions came as a conseqguence of actions by either
the Water Company or the City of New Haven. The towns
benefitted from the status quo and as a result lacked any
motivation to change it. .They received the tax revenues,
the open space and the preservation of a rural character.
Had the Company remained private and kept their land
holdings, the towns would have received all the current
benefits plus the additional tax revenues from new facili-
ties. The first threat to the comfortable status guo came
from the Water Company with the proposed surplus land sale.
This raised the awareness of the municipalities for contro-
1 ag the future of the company owned open space in their
communities and the danger such concentrated ownership
posed to them. The second threat to their autonomy was the
vprospect of the City of New Haven owning the Company and
the land in their communities. While this threat alone
motivated the town movement for regional ownership, it was

not enough for the acceptance of the regional proposal.
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The regional plan provided for collective municipal con-
trol over the future development of the utility land which
the towns'wanted most. The final acceptance of the regional
plan revolved around tax revenue. From the town's perspec-
tive, it was essential that the tax benefits be preserved.
The payments in lieu of taxes provisions of the Regional
Water Authority guaranteed that. There was some price

paid for this control, however, since revenues from future
improvements were lost.

Public ownership consisted of two options: municipal
and regional. Both the City of New Haven and the Water
Company publicly preferred regional ownership. This was
an interesting twist to the situation. It might well be
expected that the City would want to own the utility.

From the Water Company's éerspective, it should not matter
who bought the Company. What should matter, was who offered
the best price.

During the controversy the Water Company officials
expr ssed their preference for regional nership on several
occasions. It happened that the president of the Water
Company, Charles Woods, was a regionalist.7 The Company
even hired Holt Wexler and Associates to examine the
regional approach. A logical argument for the regional
approach could be made. The utility was a regional resource
and if public ownership was inevitable then it would be

logical for the control to be regional as well. The
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regional approach would be more sensitive to the political
feelings of all the municipalities, rather than just the
City of New Haven. It should be noted that the Company
seemed to be willing to sell to the City, if the price
was very right.8

The City of New Haven also seemed to prefer the
regional approach. This was its stated public position
which Logue repeated on numerous occasions. Their public
intention was to purchase the Company and transfer the
ownership to a regional entity. The stated purpose of
this move was to speed and insure public ownership. What
the private motivation of the city was is unknown. It was
known that Logue was a regionalist on the utility issue.
Perhaps it was to lessen central city-suburban tensions.
One possible reason could be to give the City the upper
hand in the establishment of a regional entity. Or per-
haps the City never wanted to transfer the utility to
regional ownership. City ownership of the utility would
have been beneficial to the City. One benefit would have
been the leverage that the utility and its lands could have

iven the City in urban-suburban relations. In addition,
the utility would have provided the City with a revenue
producer.

Regardless of whether the utility was regionally or
municipally owned, the City would benefit. The stated

motivation by the City was to save the City and her resi-
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dents money. Under private ownership, the water rates
were expected to be very high. This would have affected
the City of New Haven the hardest since the city accounted
for the largest number of customers, water consumption and
revenues. The City was totally dependent on the Coméany
for its water supply. It also had the highest concentra-
tion of low income people in the region. Tax flow impact
was another reason for the City to push for public owner-
ship. The expected new construction would have all gone
to tﬁe suburbs and rural towns. Because of the private
status of the Company, the capital improvements would have
increased the assessments and payments to these towns. The
costs would largely be borne by the City of New Haven
customers.

Another possible reason for City action could be
economic development. The New Haven region already had
one of the highest water rates in the State of Connecti-
cut.lO With the expected large future costs, the water
rates would be even higher. This could place the region,
and especially the City at a relatively disadvantaged situ-
ation in attracting new industries. While this might not
be a critical factor, it could not help the situation.

While the controversy began with a guestion of water
guality, it transformed itself into one of taxes and
utility land ownership. The significance of land ownership

was not only one of who owned the land but also what might



95
they do with it. The Company's open space land helped to
shape the development patterns and character of the
communities. The future development or nondevelopment of
the surplus lands would have affected more than water
guality. Whether the surplus lands remained open space or
not would have affected the development and value of other
land and existing development in the suburban and rural
communities. This would have affected the character of
the towns. The Regional Water Authority's land use plan
requirement could be seen as é way to preserve the character,
limit development and protect the land values.

This raises a question as to the possible role that
land development interests might have played in the crea-
tion of the Regional Water Authority and in influencing
suburban and rural government action? The answer to this
question must wait another study, but it is a point to be
aware of.

What did the controversy reveal towards an under-
standing of community power structures? It neither con-
firmed nor denied Domhoff's contention.ll Domhoff claimed
that a power elite dominated New Haven, and this ruling
elite was corporately based. One of the central corpora-
tions of this elite was the Wew liaven Water Company,l2 a
consideration which gave this study added significance.
However, this study was different from that of Domhoff.

Domhoff reexamined central business district urban renewal
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in the City of New Haven. This study examined a regional
issue. This study focused on the actions of local elected
officials and the executives of the Water Company. Unfor-
tunately this study was unable to examine who influenced
the elected officials and instead focused on actions be-
tween players.

What emerged was a pattern of curious connections.
The Board of Directors consisted of eleven members with
numerous connections. The major ones were: two to the
Connecticut Savings Bank, one to Union Trust Bank, one to
Colonial Bancorp, one to United Illuminating, one former
connection to First National Bank of New Haven, and three
to Yale University.13 An indicator of business involvement
in gcvernment was the March 1976 Greater New Haven Chamber
of Commerce resolution supporting the New Haven Water
Company.14 The Chamber issued a resolution supporting con-
tinued private operation of the Company but this resolution
remained neutral in its preference for City or regional
public ownership. The Chamber's vote was not unanimous
since several Chamber directors abstained due to direct or
indirect ties to the City of the state government.

The more curious connections involved Charles Voods,
Joel Cohn, and Thayer Baldwin, Jr. Water Company president
Charles Woods once served as secretary of the Regional
Planning Agency of South Central Connecticut. At one time

woods was on a Regional Planning Agency committee to study
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regional water ownership.15 The Regional Planning Agency
was the staff organization for the Regional Council of
Elected Officials.

The Joel Cohn and Thayer Baldwin connection was even
more interesting. Cohn was a very wealthy man and owned
a very large share of Water Company stock. He had been a
menber of the Company's Board of Directors, but was not
renominated to the Board because of policy differences.
When that happened, Cohn was able to place Baldwin in his
position on the Board. Baldwin and Cohn had become good
friends as a result of the convergence of Cohn's view of
stockholder rights and Baldwin's interest in consumer
rights.16 When Logue was elected mayor, Logue rewarded
Baldwin for his campaign work by appointing him Corpora-
tion Counsel. At which time Baldwin resigned from the
Board and sold his stock in the Company. When Cohn died,
Baldwin teamed with Cohn's daughter Betsy Henley-Coian to
lead the stockholder fight.

These connections do suggest some overlap between the
business and governing groups. To determine the existence
of a regional power elite would, though, require a more
intensive investigation of the business and governing
structures and who influenced whom in the process.

In summary, what started as a simple issue of water
supply became a complex search for a new regional water

utility order. The problem began as a technical question
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