Competing in the Victorian Market: telecommunication   services from their origins to nationalisation (1846-69)

In the late 1830s the first electric telegraph models were patented in both Europe and the States, but it was only in the following decade that the first distance telegraph transmissions were started up, mainly with the aim of giving support to the railway lines
. The first national telegraph networks were then built in the fifties and the services run directly by the public administration in almost all industrialised countries, with the exception of the States and Great Britain, where private companies carried out the task.  In the late fifties the first telegraph cables began to be laid on the seabed, paving the way for the development of an international telegraph network. 

Great Britain was the first country in which the electric telegraph was patented and then offered as a public service
. At the beginning politicians did not grasp how important the development of a communications network would be for the economy of Nation and Empire. So, almost by force of inertia Parliament passed the bill setting up the Electric Telegraph Company, the first to come into existence, but no move was made to create a law regulating the service until 1863. Until then Government and Parliament were totally oblivious to the problems of running a telegraph service, and simply passed the deeds of corporation of the companies entering the market. However, in spite this attitude, which should in theory have favoured free competition, the telegraph service market was not free-flowing, and leant strongly towards an oligopolistic regime, setting up an implicit cartel in the early sixties with a signed agreement over tariffs (1865).  At this point, however, the inefficiencies of the service added to the hike in telegram prices set off a revolt by the press and the chambers of commerce, the two main users of the service. A powerful pro-nationalisation campaign ended by putting the British telegraphs in the hands of the Post Office (1869). In this scenario, what this paper aims to do is to illustrate how markets dynamics and the decisions taken by the private companies involved brought the government authorities to opt for the public running of the service. The first four sections will describe the main stages of the private management of the service, while the fifth will focus on the features which led over time directly into nationalisation. 

1. The origins 

The first British electric telegraph patent was deposited in 1837 by Charles Wheatstone and William Fothergill Cooke. Although the two worked together construction their telegraph, they then spent next forty years claiming in turns to be solely responsible for the invention
. In reality, from the twenties right through the thirties scientists in many different nations were constructing laboratory instruments allowing the short and middle distance transmission of electricity, mainly university lecturers using prototypes  to demonstrate  the characteristics of electricity. It was during one of these lectures in a German university that Cooke saw for the first time a machine capable of transmitting electricity by means of wire
. Cooke was in that period an ex-Indian Army officer, making wax anatomy models, no doubt getting the idea from his father, who was an esteemed surgeon of the times. Although knowing nothing whatever about electricity, Cooke was struck by the idea of being able to apply this form of energy to a new system of distance telecommunication. He began at once to construct a prototype machine, but lacked the theoretical backing to overcome some of the obstacles concerning long distance transmission.  So Cooke begins to consult the most important British experts on the subject and was sent by Michael Faraday, a well known authority in the field, to Wheatstone, who already had a reputation as a man of science. The combination of Cooke’s energy and determination with Wheatstone’s precision and scientific competence allowed the pair to overcome competition and be the first to deposit a patent
. Cooke was however an entrepreneur in the Shumpeterian sense of the term. He had recognised the huge income which could come from the economic exploitation of a distance telecommunication service and was anxious to put his ideas into practice. He therefore involved the reticent Wheatstone in continual experiments on their invention along the tracks of the early railway companies. After nine years’ work and ongoing negotiations with the railway companies Cooke decided to establish the first UK telegraph company, together with John Lewis Ricardo and George P. Bidder
. Both partners were businessmen with interests in railway companies, both were Members of Parliament, and though later than Cooke, both realised the enormous potentialities of the telegraph service, especially to support the development of the rail network. In its first five years of activity, the Electric was mainly involved in the construction and maintenance of telegraph lines on behalf of railway companies: incomes from the services were secondary
. Wheatstone preferred to stay outside the company and was paid off for his partial rights to the patent. However, the diatribe with Cooke was ongoing and not even resolved by two arbitrations, which substantially recognized a dual paternity to the invention
. 
2. The arrival of competition (1850-1860)

Only in the early fifties did the Electric begin to earn a substantial income directly from the public telegraph service which allowed it to hand out ever-rising profits to its share-holders. Though the absence of specific regulations theoretically made free competition possible, entry barriers favoured an oligopolistic system destined to last until nationalisation, 1869. Competitors were kept at a distance, for example,  by 1) the need to deposit a different patent from Wheatstone and  Cooke’s; 2) the difficulty in trying to construct lines alongside the railway tracks, given that the Electric had guaranteed exclusive rights over most of  the existing system
.

In spite of these difficulties, the niches in the market were exploited to the full, and three new companies were established: British Electric Telegraph Company  (1850), European and American Electric Printing Telegraph Company (1851) and the  English and Irish Magnetic Telegraph Company (1852).  All three companies used completely different telegraphs from the needle system favoured by Wheatstone and Cooke: the  British used the telegraph developed by the brothers Edward and Henry Highton, the  European and American was based on Bain’s American patent an the English on the patent deposited by William Thomas Henley and George Foster. These companies managed to build their networks partly because they were able to exploit the land and highways not under the management of the Electric. The English specialized in linking England and Ireland, while the British attempted to come to agreements with railway companies which had not yet stipulated exclusives with the Electric as well as the companies running the canals and highroads. Whatever, they were all second choices, for as first mover in the market the Electric was able to enjoy the most advantageous solutions and in fact the three other companies ended by merging. First the British merged with the European and then with the English, to finish up as the British and Irish Magnetic Telegraph Company
.  Created with the intent to challenge the Electric in the running of a national service, it never managed to take over as the leader, but finished by contributing to  a regime of substantial duopoly in the late fifties

.

3. The unofficial cartel (1860-1865)
In 1860 the United Kingdom Electric Telegraph Company, incorporated in 1851, became operative, adopting a far more aggressive strategy than its rivals. On coming into a market by then saturated, it tried dumping to take clients away from others, especially the Electric and the Magnetic. It installed telegraph lines linking directly the main business cities (Manchester, Liverpool, London, Birmingham…) and introduced the absolute novelty of the standard tariff (regardless of distance) of one shilling for twenty words. The novelty contained a double strategy: 1) it was a magnificent marketing ploy, because a standard tariff attracted both press and business people, the main clients of the telegraph service; 2) it counted on selling under cost for a limited period of time until competitors had been routed or business had grown so much that they no longer needed to do so.  This double strategy was also very risky: the United would have to work at a loss for the first years because it was the only way to win over clients and earnings from the already established companies. Nevertheless, its managers did not calculate the risk well enough, probably underestimating their rivals, who reacted by applying the same standard tariff on all the lines also covered by the United. By the end of the fifties a stale-mate situation locked into place: the United had moved into the market as the third operator but had not managed to obtained sufficient revenue. The Electric and the Magnetic had kept their positions but the entry of a new rival and the drop in tariffs had cut their revenues and therefore the possibility of creating an efficient service over a long time span. 

Meanwhile two other companies had entered the fray: the London District Telegraph Company and the Universal Private Telegraph Company. Both managed to come into market and stay  there because they carried out specific services not undertaken by the three big companies. The London District Telegraph Company was established in 1859, to develop telegraphic communication within a four-mile radius of Charing Cross with the possibility of extending operations up to 20 miles. It employed a roof-to-roof wiring system, rather than install the usual underground cables. The Universal Private Telegraph Company was established by an Act of Parliament in June 1861, but became fully operational two years later, constructing and maintaining private lines between businesses or homes and businesses. The Universal adopted Wheatstone’s dial telegraph (ABC) patent, which needed no codes and was therefore easily used by untrained personnel. Wheatstone was able to exploit this patent because when the Electric was created, he had kept exclusive rights for private links. 

Midway through the sixties, each telegraph company had taken up its own niche in the market, and given the counter-productive effects of the wearing price war started by the United, all studiously avoided sparking off competition. With its widespread network, the Electric guaranteed the more capillary links, the Magnetic tied up  with Ireland, the United maintained and ran only business centre tie ups, the Universal built and oversaw the upkeep of private lines, while the London District specialized in very short range services within the capital. In other words, the telegraphic companies operated according to tacit agreement, subdividing the market in an oligopolistic way.

4. The official cartel and the start of the nationalization process.  (1865-1869)

Right from the late 1850s plans had been drawn up to provide for the nationalisation of the telegraphs and the acquisition of existing installations by the Post Office. Inspiration was drawn from the systems adopted by all other European states, where telegraph services were run directly by public administrations under the Post Master General
.
The nationalisation process would have been held up for a long time within the Post Office itself if the companies had not committed an unforgivable error of judgment. In July 1865, they abolished the single tariff of one shilling per 20 words and replaced it with a more expensive costing system (an explicit cartel agreement). The reaction of the main users was immediate. Two powerful lobbies, the chambers of commerce and the press, led an aggressive campaign of protest against the private running of the telegraph
. The Edinburgh Chamber of Commerce in particular, led by George Harrison, took the occasion to appoint a committee for investigating the conditions of the telegraph in Great Britain in order to suggest improvements. In reality the Chamber of Commerce had been biding its time, waiting for the right moment to highlight the inefficiencies of the system and particularly the few links guaranteed for Scottish towns. The committee pinpointed at least three main defects in the private companies. It came down  on  the excessive cost of telegrams, underlined an excessive number of mistakes and delays in the dispatches and pointed out that the number of cities covered by the telegraph service (about 1,000) was far lower that the number with post offices (more than 10,000)
. The committee then proposed three solutions for an improvement. 

One solution considered in the committee’s report was the formation of a private monopoly, along the lines of the Edinburgh Water Company with maximum rates of tariffs and dividends established by acts of Parliament. Another alternative was a system of complete free trade such that any person or company could erect telegraph lines along the public way leaves. However, the proposal which most intrigued the committee was purchase of the private companies by government and the institution of a uniform tariff of 6d for 20 words
. 

The committee’s conclusions became a manifesto promoting the nationalisation of telegraphs, and were backed by all the chambers of commerce in the country. Between 1867 and 1868 their gathering pressure was then formalized in official petitions to Parliament. 

Between 1865 and 1868, i.e. the period between the Edinburgh report and the presentation of the Telegraph Bill in Parliament, public opinion gradually went in favour of nationalisation. The local and national press were side by side with the chambers of commerce, right from the beginning. 

The Manchester Guardian, representing the views of many provincial newspapers, had for some years advocated placing the telegraph system under the control of the Post Office. […] The newspapers objected to the fact that the telegraph companies were not compelled to supply all the press on equal terms; they might supply particular papers or not, as they pleased, and on what terms they pleased. Thus the action of the telegraph companies sometimes appeared “despotic and arbitrary”
.

Ever since the telegraph service had begun, many national dailies had accused the Electric of favouring big national dailies like the Times, to the detriment of others
. Like the chambers of commerce, the press really wanted a cheaper and more widely-spread telegraph service, and it was commonly thought that the Post Office would be able to satisfy these objectives. Some papers, like The Sheffield Independent, The Yorkshire Gazette, The Money Market Review
 and The Bullionist
 were hostile, in that they were in principle against government intervention in the economy
. Whatever, the press made up the second big lobby side by side with the chambers of commerce, and pressed for nationalisation. In fact, as the Economist of the times stressed «there is, probably, no interest [the telegraph companies] which is so cordially disliked by the press, which, when united, is stronger than any interest, and which has suffered for years under the shortcomings of the private companies»
.

While the pro-nationalisation supporters were already making propaganda in the 1866-1867 period, those against nationalisation began to raise their voices only after the presentation of Telegraph Bill, in February 1868. The opposition fell into two main groups: the railways and of course the telegraph companies themselves. 

The railways had at least four reasons for opposing nationalisation: 1) almost all of them had drawn up conventions with the principal telegraph companies, which gave them a guaranteed income and the maintenance of their own telegraph wires in exchange for land rights; 2) many of them carried out their own telegraph service for regulating rail traffic
; 3) some of their major shareholders held substantial quotas of telegraph company capital (in particular, many Electric and Magnetic  shareholders  were business men who had invested big sums of money in railway/railway material companies, like Robert Stephenson, Samuel Morton Peto, Joseph Lewis Ricardo, Joseph Ewart and Edward Cropper) 
; 4) they feared that the railways themselves  might well be the next victims of government expansion once the telegraph service had been nationalised. While reasons 1) and 2) were basically financial, reasons 3) and 4) were structural, linking the destiny of the railways to the telegraphs.

For these reasons the railway companies emerged as the strongest lobby against nationalisation in early 1868. It was no coincidence, indeed, that many businessmen involved in railway companies were also Members of Parliament (like the already quoted Robert Stephenson, Samuel Morton Peto and Joseph Lewis Ricardo). Nevertheless, the railways' opposition was destined to weaken, mainly thanks to an intense "diplomatic" activity by Post Office officials. The conclusion was the provision of a generous compensation for railway companies too in the case of the telegraph system being taken over. In fact:

the Government was to acquire perpetual and exclusive way-leaves for telegraph lines over the railways, and the price to be paid therefore was to be left to arbitration. The railway companies were to have the choice presenting their claims either under the head of payment for the cession of perpetual and exclusive way-leaves to the Government; or, under the head of compensation for the loss of right to grant way-leaves to any one other than the Government, as well as for the loss of right themselves to transmit messages, except on their own railway business
.
Clearly, those who fought most against nationalisation were the telegraph companies themselves; it was no coincidence indeed that the only petitions against the Bill to reach parliament came from their shareholders. Nevertheless, unlike the chambers of commerce, the press and the railway companies, the telegraph companies did not create lobbies capable of influencing public opinion.
The nationalisation law took two years to pass through parliament, and involved first the governments of Disraeli's Conservatives and then Gladstone's Liberals. It began on 1stApril 1868, when Ward Hunt, the Chancellor of the Exchequer, presented in the Commons the Telegraph Bill «to enable the Postmaster-General to acquire, maintain and work the Electric Telegraph in the United Kingdom»
 and it ended in August 1869 with the passing of the second Telegraph Act.
The purchase had been effected on January 29, 1870, but the transfer was postponed until February 5. There was no formality, no last attendance of the former proprietors, no breaking of white wands, no yielding up even of the keys of the offices. On the night of the 4th the managing directors of the companies walked out; on the morning of the 5th the officials of the Post Office walked in
. 

So the handover from the private companies to the Post Office took place very quickly and the government telegraph system started operations at once.
5. The motives leading to nationalisation 

The motivations behind businessmen, press, railway companies, Parliament and Government (which represented widely the first three power groups) backing nationalisation were more numerous than those which emerged during the debates preceding the passing of the Telegraph Acts.  They fall into three categories: economic, political and technological.

5.1 Economic motivations 

The economic reasons leading to nationalisation can be classified as 1) official and 2) off-the-record. 

The official reasons were those propagated by the backers of nationalisation, the chambers of commerce and the Post Office, and englobed in the preamble to the 1868 Telegraph Act:

Whereas the Means of Communication by Electric Telegraphs within the United Kingdom of Great Britain and Ireland are insufficient, and many important Districts are without any such Means of Communication: And whereas it would be attended with great Advantage to the State, as well as to Merchants and Traders, and to the Public generally, if cheaper, more widely extended, and more expeditious System of Telegraphy were established in the United Kingdom of Great Britain and Ireland, and to that end it is expedient that Her Majesty’s Postmaster General be empowered to work Telegraphs in connexion with the Administration of the Post Office
.

So basically the two official reasons for nationalisation were to lower tariffs and extend the service over less profitable areas. The Post Office would manage to achieve these two aims by exploiting the advantages of a “natural monopoly”. It is well-known  indeed that natural monopolies are situations in which running public services is more efficient if carried out in the absence of competition. They are normally public services like water and gas supplies
, which call for the construction of big infrastructures and consequently high fixed costs. As natural monopolies, they allow economies of scale to be exploited and avoid infrastructures being duplicated in the same territory. In the case of the telegraph, the fixed costs were not high, but a monopoly would bring about the elimination of dual telegraph lines set up by rival telegraph companies. Before the passing of the Telegraph Acts, the private companies had proposed creating a private monopoly, as had happened in many Scottish towns and cities for water and gas supplies. However, a public monopoly had an extra advantage. As the service would be run by a public administration, there would be no profits to distribute in the form of dividends, as happened with private companies. It would quite sufficient to balance the accounts. In a situation like this, the backers felt that in comparison to private companies the Post Office would find it easier to lower tariffs and extend the service to less profitable areas. 

In reality, there was a different concept of the telegraph service behind the two official motivations. For the private companies it was a commercial service, therefore directed at specialised users, while for the businessmen, the press and the Post Office, it was to become a universal service like the post, directed at everybody
.

Already in the early sixties this could be read in the half-yearly meeting report of the Electric shareholders: 

We do not pretend to compete with the Post Office that is we are no competitors with the Post Office. The Telegraph is only an adjunct to the Post Office, and does certain work the Post Office cannot perform – and the great object of their system is that every message shall be delivered separately and immediately – If you post your letter it may remain for any length of time – from 2 to 12 hours, and may then be despatched with hundreds of others in a mail train, and the same man who delivers yours will have deliver hundreds of others, but the Telegraph message is sent singly and separately along the wires. […] Our best customers [are] the great merchants and brokers of London
.

A similar concept had again been repeated by the managers of the Electric, in their pamphlet: 

The fact is, that Postal correspondence and Telegraphic correspondence are two very distinct things. They are NOT “in the same category”, or in anything approaching the same category. A broker in London wants to supply his correspondents in the country with prices and information of various descriptions, on which the success of their daily operations is dependent. He resorts to the instantaneous communication afforded by the Telegraphic wire. On the other hand, a lady in London desires to afford to her country cousins and acquaintances the fullest information upon household, domestic, and family affairs of interest, the particulars of which require to be conveyed in full, but which are not of pressing or immediate importance. She resorts to the cheaper, but less expeditious, machinery of the Post. The Telegraph and the Post have thus, their respective duties to perform: each, no doubt equally important to the public, and each, in their respective ways, of public interest. But the two modes of communication are not “in the same category”. The two things are perfectly distinct and separate
.

Furthermore:

The fact is that the class of individuals to whom the Telegraph is useful are not to be found amongst the class sought to be supplied by the extension of Electric wires to Village Post Offices. The class who use the Electric Telegraph most freely are stockbrokers, mining agents, ship-brokers, colonial brokers, racing and betting men, fishmongers, fruit merchants, and other engaged in business of a speculative character or who deal in articles of a perishable nature. Even general merchants use the Telegraph comparatively little compared those engaged in the more speculative braces of commerce

Scudamore and the Post Office saw things very differently:

The telegraph is after all but a quicker post; the telegram is nothing but a condensed letter, and, other things being equal, the nation which most freely uses the post will also most freely use the telegraph
. 

The direct consequence of this total divergence was that while for the telegraph companies the service had to link only the principle business centres and telegrams had to have a high price because they went to businessmen, for the Post Office the service was to be extended over the whole country with a very low tariff so that everyone could use it
. 

The off-the-record economic reasons are instead to be identified in the reactions of many backers of free competition towards nationalisation. What was the hidden reason which led liberals like Gladstone, economists like Jevons and Marshall and businessman like John Lewis Ricardo to uphold nationalisation against the interests of private companies?  How come those defenders of free competition did not spend a word in the favour of telegraph companies and on the contrary backed the process that would prevent them from exercising their trade? A possible answer comes from Charles Richard Perry: «free trade in a strongly capitalist system and government intervention in that same system were not mutually exclusive ideals»
. In fact, Perry goes on: «extensive institutional reform was perfectly compatible with a commitment to individualism and market forces, and was indeed a prerequisite of a competitive society»
. This concept is easier to understand in an examination of the specific case of John Lewis Ricardo, nephew to the economist David Ricardo, chairman of  the Electric from its beginnings up to 1857 and Member of Parliament. An exemplary defender of free competition, Ricardo fought as Member of Parliament against laws imposing forms of protectionism like the Corn Laws and Navigation Acts. Nevertheless, despite his experience inside one of the most important telegraphic companies – the  Electric - and despite his career in parliament, in 1861 Ricardo sent to Gladstone, at the time Chancellor of the Exchequer, a memorandum «in support of the expediency of the telegraphic communications of the United Kingdom being in the hands of HM Government and administered by the Post Office»
. Ricardo upheld the line that the running of the telegraph service needed to follow the model of many other European states and become a public service. Probably, as Perry held, Ricardo thought that a solid public telegraph network could be one of the essential institutions for maintaining free competition and therefore he backed a project which was apparently against his political thinking.  

Moreover, if one examines Ricardo’s analysis of the shipping industry under the Navigation acts and his description of the telegraphs before nationalisation, the parallels are remarkable. In each an oligopolistic system caused unnecessarily high prices and inhibited the expansion of the economy. Only his solutions differed. In the case of the shipping industry, free trade was the remedy; for the telegraphs, nationalisation
.

In reality, it could be insinuated that many businessmen backed nationalisation out of a desire for "economic control". The shareholders of the main telegraph companies were businessmen involved in railways, brokers, business agents and entrepreneurs. It was in the interest of this heterogeneous group to have direct control over their affairs and speculations. This had always happened in a direct way, through holding shares in the companies. The 1865 tariff agreement, however, had shown that such a control was no longer sufficient for defending adequately the interests of the businessmen, who had found themselves with tariff increases. It can be conjectured that it was more the interest of these powerful lobbies of businessmen to place the service in public hands. They could in this way control its correct running via Parliament, where they were well represented
. This hypothesis is partially backed by Economist’s comment: «we certainly prefer the Government which is wholly under control»
.

5.2 Political motivations 

The political motivations backing the nationalisation of the telegraphs can be classified as domestic and foreign. The domestic motivation was tied to the so-called "political control" that the Government could exercise over means of communication. The telegraph companies in particular held that behind nationalisation there was a Government desire to control the flows of domestic news. 

But let us to consider, from an every-day point of view, the inconveniences which may result from reposing such a power in the hands of the Government. The Government, at the present time is extensively engaged in connection with the expedition to Abyssinia. Matters relating to these contracts are daily the subject of telegraphic communication between merchants, brokers and shipping agents in London and their correspondents at the outports. With what confidence would commercial men regard the telegraph as a medium of communicating messages on such matters as these, if the telegraph was in the hands of the very parties with whom their contracts were to be made? The suspicions inseparable from such a state of things, would not only render the telegraph useless in such cases, but would cause serious complaints and reflections on the Government. […] Take the press. The press is divided into papers which support, and papers which oppose, the Government of the day. It is desirable that the Government of the day should have it in its power to give a preference of telegraphic information to the papers which support it? […] Is it desirable that the Government should have this power of preference? Is it desirable, even, that they should be exposed to the suspicion of having exercised it? Take the case of a General Election. All practical telegraphists know the great use of the telegraphic wires made during the heat of a party contest. […] What a wrong to the opposition candidate, what an evil for the nation, that those elections, in which the freedom and liberties of the people are so largely concerned, should be affected by a member of the Government who tampers with the telegraph?

The telegraph companies probably held this line of thought to better defend themselves from the backers of nationalisation. As shown above, this type of declaration was to have served to convince the pro-nationalisation lobbies. In reality, the reason for political control over the telegraphs was anything but secondary. In fact the 1863 Telegraph Act already provided for the requisition of the whole network in the case of maintaining public order
. 

The first motivation connected to international politics was linked to the constitution of the 1865 International Telegraph Union. This was the first supranational government organisation in modern times. As the ancestor of the present International Union of Telecommunications, it had the triple aim of guaranteeing tariff uniformity, homogeneous norms and technological standardisation over the whole international network
. In this way telegraphic communications between member states would be more efficient. The Telegraphic Union was based on an extremely advanced organisational model based on a permanent body, very similar to the present general secretariats as well as periodic plenary conferences. The conventions and regulations established during the plenary conferences carried the value of international treaties, and for this reason only state delegations could take part with voting rights.  It followed that only the nations where the telegraph service was directly run by the government could be members.
 Beside its own functions, the International Union had a great diplomatic importance because at the time it was the only example of a supranational body in which the states gave up their own sovereignty to reach a common aim.
 Could the United Kingdom, the top economic and political power of the period stay out of a diplomatic experience of such dimensions? Though there are no explicit references to the Telegraphic Union in the official documents, Scudamore's reports make continual reference to other nations which had happily adopted a public telegraph system. The desire not to be excluded from an organization containing all the European powers may well have helped convince government and parliament
.

The second international motivation is instead linked to the role that the United Kingdom gave to its under seas network connecting the territories of the Empire. In the second half of the nineteenth century it was in fact the only nation to possess the technology and financial resources to construct long intercontinental telegraph cables
, and consequently most of the telegraph companies handling under seas cables were British. Given that Britain was aiming to set up an under seas telegraph network connecting all the territories of the Empire with the home land without passing over foreign soil, it was felt such a network had to be run by British companies alone
. In this way the Government wanted to guarantee for itself “red lines” of communication with its own territories so that no one could break in easily in time of war. The project was brought to termination in the 1890s, thanks to a considerable contribution by John Pender
. He had been a textile trader and then a prominent figure in the Irish railways and in the later fifties a member of the board of directors of the Magnetic. Some years later he entered the world of the under seas telegraph companies and by means of a ruthless expansion policy arrived at controlling by deed and word many of the most strategic under seas laid in oceans all round the world
.

Following the exemplary case of John Pender it could be conjectured that one of the main reasons underlying the British landline telegraph nationalisation had been to make available the capital to invest in under seas companies. In other words, the ample compensation for all the shareholders of the landline telegraphs favoured the use of these freed resources in buying into under seas telegraph companies. In this way Government and Parliament favoured indirectly the construction of the desired services wholly in British hands. And unlike landlines, these involved heavy fixed costs, and therefore a high initial capital investment. This would justify the need to free financial resources to favour the expansion and completion of the “red lines”, also backed by direct subsidies
.

However fascinating this theory is, and however personified in John Pender’s vicissitudes, its point of weakness lies in the difference between landline and under seas telegraph companies. In the 1860s the former were a fairly solid medium-long period investment: the main landline companies (the Electric and the Magnetic) yielded in fact quite high profits for almost a decade. The under seas companies, instead, were high-risk investments. They were normally born with the laying of one or two cables, whose initial construction, immersion and running were very cost intensive. Nevertheless, as the 1860s technology for the construction and laying of under seas cables was still at an experimental level, cables could be immersed and not work: in that case the capital invested was completely lost. If instead the cable worked, it was able to connect two continents with a simultaneous communication, like the transatlantic one, put in place in 1866. In cases like this shareholders were rewarded with very high dividends and a notable surge in their share prices. In conclusion, telegraph landlines could be a sure investment for businessmen while under seas ones were high-risk and therefore a good buy for speculators and carpetbaggers. Consequently, most of the shareholders from the private landline telegraphs were unlikely to throw themselves into buying under seas telegraph shares. They proved more attractive to expert businessmen, more inclined to run risks. And they, well represented by John Pender, would hurl themselves into the new market of under seas cables with the same audacity with which some years earlier they had acquired shares in landline telegraphy, a services which at its origins had been semi-unknown and little used. 

5.3 Technical Motivations

The nationalisation of the telegraph service may have found one of its reasons in the need for the technological standardisation required by all communication systems to function efficiently over long distances. No communication systems can function, not even telegraphs, if the machinery is not compatible, codes and communication protocols shared and the infrastructures similar. As long as the private telegraph companies ran the British telegraph system, the networks were not interconnected: each company adopted different regulations and even more different technologies. This is not surprising, given that each company used different machines and line components, protected by patents which guaranteed them being used exclusively by the patent-holder. So the situation pre-nationalisation was the following:

The Electric Company worked on the “Morse” principle and read by signs; to some extent they used the “Wheatstone” single need. The Magnetic Company favored a beautiful bell instrument, invented by the Bright Brothers, and read by sound. The United Kingdom Company followed in the steps of the Electric Company, but as a notable feature of their system they worked also the “Hughes” type telegraph, which actually prints its messages. […] The London and Provincial Company relied mainly on the single needle. Almost all the wires, except those in towns, were carried above ground. The Electric Company clung to the railways, the Magnetic went upon road and rail, the United Kingdom followed the road and the canals
.

The lack of technological standardisation was not only a problem for the telegraph system as a whole, but also for the inside organisation of the individual companies. Often in fact the same company used different materials for the construction of the lines: in the early sixties, during an assembly of engineers at the Electric, the need to adopt standard material (insulators, poles and wires) for all departments emerged with force, something that had never happened before
. The need for a standardisation of the service appeared under the name of “uniformity of system”, in the same words as used by the technicians backing nationalisation: 

Governments can, by unity of management, by simplicity of through working, by uniformity of system, effect an enormous amount of saving that cannot be approached under the system of private management
.

The running of the service by the Post Office could guarantee a greater technological standardisation because: 1) as a monopoly it would run into no difficulty in using the patents of others; 2) after the acquisition it would own all the telegraph lines in the United Kingdom; 3) as a department in the public sector it could proceed to a standardisation forced by legal and regulation provisions. The desire to proceed to standardisation is evident right from the beginning in Baines's report, prior to the passage from the private sector to the public one. Baines dedicated many pages to the machinery to be adopted (Morse telegraphs in all the main offices, needles in the secondary ones) the code to be used (Morse) and how the new telegraph circuits were to be laid out
. In other words Baines, with the approval of Culley, a man of great experience in the field, suggested starting off an enormous technological standardisation of the British telegraph system
. 

Conclusions

The nationalisation of the British telegraph service is a little known historic event, partly because there are not many works published on the subject. Nevertheless, it is indeed worthy of greater attention both because in its times it was a noteworthy event involving all the great lobbies of the country and because it has come down to present  times as 1) the first nationalisation of a public service 2) the first nationalisation of a telecommunications service.
In the course of history, all debates about nationalisation and privatisation raise questions of lowering tariffs, extending services, the so-called "natural monopoly" and consequential economies of scale. In the same way, the debates over nationalisation and privatisation of telecommunications bring to the surface questions of political and economic control and the importance of technological standardisation to keep up high levels of quality. The analysis of the dynamics lying behind the process leading to the nationalisation of British telegraphs can serve today to allow a better understanding of the origins and most profound motivations leading social actors to uphold or oppose nationalisation and privatisation of public services and in particular telecommunications. 
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� J.J. Fahie, A History of Electric Telegraphy to the year 1837, London, E & F. N. Spom, 1884.


� B. Bowers, Early Electric Telegraphs, in F. A. J.L. James (editor), Semaphore to short waves, Proceedings of a conference on the technology and impact of early telecommunications held at the Royal Society for the encouragement of Arts, Manufactures and Commerce on Monday 29 July 1996, organised by the British Society for the History of Science and the RSA, London, RSA, 1998, pp. 20-25.


� T. F. Cooke, Authorship of the practical electric telegraph of Great Britain, London, Simpkin, Marshall & C., 1868.


� B. Bowers, Sir Charles Wheatstone FRS 1802-1875, London, IEE, 2001, pp. 115-185.


� W. T. Jeans, Lives of the Electricians: Professors Tyndall, Wheatstone and Morse, London Whittaker & Co, 1887, pp. 105-322.


� G. Hubbard, Cooke and Wheatstone and the Invention of the Electric Telegraph, London, Routledge & Kegan, 1965, pp. 47-151


� BT Archives, London, Post Office, Transfer of telegraph companies to the Post Office: Electric and International Telegraph Company part 1  1847-1870, POST 30/202C, Balance sheet 1847-1851.


� W. F. Cooke, The Electric Telegraph: was it was invented by Professor Wheatstone? Part I, pamphlets of 1854-56,London, W.H. Smith and Son, 1857; W. F. Cooke, The Electric Telegraph: was it invented by Professor Wheatstone?, Part II, Arbitration Papers and Drawings, London, W. H. Smith, 1858.


� E.F. Clark, Going Public. The Formation of the Electric Telegraph Company, in James, Semaphore to short waves, pp. 26-40.


� K. Beauchamp, History of Telegraphy, Stevenage, IEE, 2001, pp. 51-99.


� International Telecommunications Union (ITU) Archives, Ginevra, Correspondance du Bureau International des Administrations Télégraphiques, f. prot.n° 168/6 of 21 June  1872.


� C.R. Perry, The Victorian Post Office. The growth of a bureaucracy, Wooldbridge, The Royal Historical Society-The Boydell Press, 1992, p. 92.


� Ibidem.


� Ibidem, p. 93.


� Kieve, The Electric Telegraph, pp. 144-145.


� I.R. Morus, The Electric Ariel: Telegraphy and Commercial Culture in Early Victorian England, in «Victorian Studies», Vol. 39, No. 3 (Spring, 1996), pp. 339-378.


� The Money Market Review, 13th February 1869.


� The Bullionist, 13th February 1869.


� Kieve, The Electric Telegraph, p.145.


� The Economist, 11th April 1868.


� See: General Regulations for the working of the electric telegraph on the Shrewsbury and Hereford Railway and spatial instructions for the telegraphic signalling of the trains on the said railway, J. O. Sandford, Shrewsbury, 1854; Great Western Railway, Telegraph Department, edited in proprio, 1855; North British Railways, Electric and International Telegraph Company, Regulations for working the electric telegraph, printed in proprio, 1858; London Chatman & Dover Railway Company, Electric Telegraph Department, Rules and regulations, London, Waterlow and Sons, 1863.


� See Kieve, cit., pp. 50-55. more details can be found in BT Archives, London, Electric Telegraph Company, Shareholders books (1846-1856), TGA/1/6; BT Archives, London, Electric and International Telegraph Company, Stock register books (1856), TGE/1/4.


� H.R. Meyer, The British State Telegraphs. A study of the problem of a large body of civil servants in a democracy, New York, The Macmillan Company, 1907, p.71.


� Quoted in The Electric Telegraph, p. 138.


� F.E. Baines, Forty Years at the Post Office. A personal narrative, London, Richard Bentley and Sons, 1895,  vol. 2, p. 24.


� An Act to enable Her Majesty’s Postmaster General to acquire, work and maintain Electric Telegraphs, 31st July 1868, Preamble.


� Meyer, The British State Telegraphs, p. 56.


� On the concept of universal service applied to telecommunications and in particular telegraphy see H. S. Dordick, The origins of universal service. History as a determinant of telecommunications policy, in «Telecommunications Policy», June 1990, pp. 223-231.


� BT Archives, London, Electric and International Telegraph Company, Half Yearly Meetings, TGE/1/2, February 1861.


� Government and the Telegraphs, cit., p. 53.


� Ibidem, p. 62.


� BT Archives, London, Electric and International Telegraph Company, Opposition to the Telegraph Bill, TGE/1/6.


� The divergence between the postal service seen as a universal service and telecommunications as a specific business service emerges in many studies on the history of telephony. See in particular C. S. Fischer, America calling: a social history of the telephone to 1940, University of California Press, 1994 and G. Balbi, Le origini del telefono in Italia. Politica, economica, tecnologia e società, Milano, Bruno Mondadori, 2011.


� Perry, The Victorian Post Office, p. 91.


� Ibidem.


� Memorandum of  John Lewis Ricardo quoted in  Kieve, The Electric Telegraph, p. 120.


� Perry, The Victorian Post Office, p. 91.


� A similar situation took place during the nationalisation of the Italian  telephone service at the turn of the  century. See  Gabriele Balbi G. “Tra stato e mercato. Le prime società telefoniche italiane, 1878-1915”, Contemporanea. Rivista di storia dell'800 e del '900, n.3, Luglio 2009, pp. 447-470.


� The Economist, 18th July 1869.


� Government and the Telegraphs, cit., pp. 79-82.


� An Act to regulate the Exercise of Powers under Special Acts for the Construction and Maintenance of Telegraphs, 28th July 1863, section 52.


� G.A. Codding Jr., The International Telecommunication Union. An Experiment in international cooperation, Leiden, E.J. Brill, 1952.


� S. Fari, Una penisola in comunicazione. La telegrafia italiana dall’Unità alla prima guerra mondiale, Bari, Cacucci, 2008, pp. 429-504.


� P. Durand Barthez, Union Internationale des Télécommunications, Thèse pour le doctorat en droit, Université de Paris I – Pantheon – Sorbonne Sciences Economiques – Sciences Humaines – Sciences Juridiques, 1979.


� According to Peter Cowhey, international organizations like the Telegraph Union were desired by the ruling classes to re-enforce the status quo.  He argues that the bureaucratic state monopoly of telecommunications  (in the case of the Post Office telegraphy) in alliance with the entrepreneurs exclusively furnishing material for building infrastructures upheld an international system of rules guaranteeing and protecting the monopoly itself within the  various nations.  If this theory is applied to the nationalisation of the telegraphs, it could well  be surmised that  the ruling classes and the Post Office  bureaucrats were very much in favour of joining the Union. P. F. Cowhey, The International Telecommunications Regime: The Political Roots of Regimes for High Technology, in «International Organization», Vol. 44, No. 2 (Spring, 1990), pp. 169-199.


�For further information on the features of under seas cables and their evolution see  C. Bright, Submarine telegraphs. Their history construction and working, London, Crosby Lockwood and Son, 1898, pp. 214-494.


� D. Headrick, The invisible weapon. Telecommunications and International Politics 1851-1945, New York, Oxford University Press, 1991, pp. 20-24.


� P.J. Hugill, Global Communications since 1844, geopolitics and technology, Baltimore, John Hopkins University Press, 1999, pp. 25-52.


� Bright, Submarine telegraphs, pp. 154-161; Headrick, The invisible weapon, pp. 35-40.


� P.M. Kennedy, Imperial Cable Communications and Strategy, 1870-1914, in «The English Historical Review», Vol. 86, No. 341 (Oct., 1971), pp. 728-752.





� Baines, Forty years at the Post Office, vol. 1, pp. 9-10.


� BT Archives, London, Electric Telegraph Company, Minutes of general meetings, TGA/1/7/2, Minutes of 24th General Meeting, December 1862.


� J. Anderson, Statistics of Telegraphy, read before the statistical society June 18th 1872,London, 1872, pp. 51-52.


� BT Archives, London, Post Office, Adoption of the wires of telegraph companies to the Post Office system, POST 30/191C, F. E. Baines, Post Office Telegraphs Works. Principles of Redistribution. Memorandum, 22nd February 1869.


� BT Archives, London, Post Office, Adoption of the wires of telegraph companies to the Post Office system, POST 30/191C, Post Office Telegraphs. Mr Culley’s report, 15th March 1869.








PAGE  
1

