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Brazilian economy in early 20th century underwent deep changes. Enhanced agricultural exports and foreign investments in Latin America drove the country’s urbanization and industrialization. One visible feature of Brazilian cities’ modernization was energy power in public and domestic lighting, tramways and industries. Contradictions in the country’s history of capitalism’s formation were mirrored in the conflicts between Canada-based Light and Power and the Brazilian Company of Energy Power – CBEE over the supply of public urban services to Brazil’s main economic cities at the time – Rio de Janeiro, São Paulo and Salvador.

Contemporaneous with the 1870’s utility companies of Europe and the United States and sustaining archaic services, such as gas illumination and animal-drawn tramways, two types of companies initially coexisted in Brazil: few foreign companies, mainly from England, and a larger number of utilities formed by Brazilian entrepreneurs with capital from import and export trade or agrarian production of coffee and rubber, for instance.
 

Two socio-political turning points – the 1888 Slavery Abolition and the 1889 Republican Regime establishment – had led the Brazilian urban elite to focus its efforts on the cities’ modernization. After a decade of economic turbulence, this elite became obsessed with the idea of providing electric illumination and tramway services. 

Although the orthodox economic policy sustained by then Presidents Campos Sales (1898-1902) and Rodrigues Alves (1902-06) had triggered the introduction of electric power utilities, very few rules at federal level fostered the development of this new sector. Law no. 1.145 of 31 December 1903 and Decree no. 5.407 of 27 December 1904 defined general lines for concessions: maximum 90 years of benefits, revision of tariffs and duties exemption for plant building. But the balance of power was about to shift. The new political system of 1889, the Federalism, had transformed municipal decisions in deterministic guidelines for utility bids, making municipal lobbying a key instrument in utility concessions.  

Late 19th century Brazilian utility companies were small and of a local character: plants used coal, had a limited supply capacity and were controlled by local entrepreneurs. Poor service delivery gave rise to a concentration process. Concomitantly, municipal powers started to implement local laws forcing companies to replace gas and animal power for electric systems. 

The first of those laws was in Brazil’s then federal capital, Rio: Organic Law of 1892 allowed politicians in power at municipal level to make decisions on the city’s utilities concessions.
 As a result, Rio’s council reviewed its agreements and required the concessionaries to modernize their services. Nevertheless, only almost a decade later, with Rio’s modernization project spearheaded by Mayor Pereira Passos (1903-06) would such changes have concrete consequences. 

The second law was issued on 4 July 1898 in Salvador city, state of Bahia. Mayor Antônio Araújo passed Law no.330 to stimulate the electrification of tramways. Salvador’s town council required the enterprises willing to retain the municipal concession to substitute traction type and standardize tramway gauges within three years.
 

Finally, in São Paulo, its first mayor, Antonio da Silva Prado (1899-1911), took advantage of the market concentration and signed the so-called unification contracts, which demanded the electrification of tramways and illumination services which, ultimately, concentrated power in the hands of the town hall.
 Nonetheless, local enterprises would have to mobilize large financial resources to induce all the required technological changes. But these resources were not promptly available.

The change in scenario began to unfold with the arrival of Toronto-based Light in Brazil in 1899, followed by the foundation of Brazilian CBEE in 1904.
 Both companies not only counted on a great amount of financial resources,
 but also enjoyed good commercial relations with manufacturers of electrical equipment abroad.  

Light soon became the largest utility in the Brazilian economy. Incorporated in Canada, it started operations in the cities of São Paulo (1899), Rio (1904) and Salvador (1906). Led in São Paulo and Rio by Canadian lawyer and entrepreneur Alexander Mackenzie and US ‘technoentrepreneur’ Frederic Pearson, and in Salvador by US promoter Percival Farquhar, Light had amassed great lobbying power and forged alliances with local political groups,
 aside from its huge financial resources.

Previous successful business ventures, such as the 90-year concession to build and operate the port of Santos and the commercial representation of US General Electric, led national entrepreneurs Cândido Gaffrée and Eduardo Guinle to found CBEE, which engaged in competition with Light. Favored by an energy power surplus at the Port of Santos, CBEE began investing in the light and power sector in 1906, initially offering its services to São Paulo at lower rates than Light’s. Service implementation, however, was pending on the approval of its town council. 

Meanwhile, Gaffrée and Guinle’s company bid to supply energy in two other Brazilian cities: the federal capital Rio and the northeastern commercial center, Salvador. CBEE was questioning Light’s utilities monopoly control of the electric system. In the state of Rio, CBEE had already acquired concessions for power utilities in the cities of Niterói and Petrópolis, while in Salvador it had taken over the main tramway company.

What had begun as mere local conflict grew into a fierce debate in newspapers, political institutions and society at large: while some questioned the foreign monopoly in a key sector to national development, others contended that only a powerful company like Light could modernize the Brazilian urban life. 

On one side of the dispute, CBEE’s entrepreneurs articulated their local influence to publish nationalist articles in the newspapers O Estado de São Paulo (São Paulo), Jornal do Commercio (Rio) and Diário de Notícias (Salvador). Also, Guinle invested heavily in a campaign against Light, portraying it as an octopus whose tentacles controlled Brazilian political institutions. On the other side, São Paulo’s Light launched the newspaper A Gazeta and co-opted influential Brazilian lawyers Carlos de Campos, Rui Barbosa and Assis Chateaubriand.
    

The conflict escalated to unprecedented levels in 1909. In São Paulo, CBEE had offered its town hall the services at a rate eight times lower than Light’s.
 In turn for that attractive offer, Gaffrée and Guinle demanded from Mayor Prado ‘non-occupied’ places in the city, i.e., where Light had not already installed its equipment.
 By way of the same offer, CBEE expected to obtain the services in Brazil’s largest city, Rio. Furthermore, the entrepreneurs used their relationships with important local politicians, such as Serzedelo Correa, Lauro Müller and Gabriel Osório, all members of the Engineering Club - of which Gaffrée was an influential director -, to defend their liberal right to compete.
 Finally, in Salvador city, through the modernization of its tramway service, CBEE started to offer electric illumination in areas adjacent to its tramway rails. That was an irregular move because an illumination concession had already been awarded to Compaigne d’Éclairage de Bahia, a Light subsidiary that was unable to supply services to the entire city and to restructure its outdated gas illumination services.
      

To achieve its aims, CBEE was building two hydroelectric plants, in São Paulo and in Salvador, and had inaugurated a plant on the Piabanha River, in the state of Rio, one of the largest at that time.
 Despite its rapid profit growth, should the Brazilian company continue serving only secondary cities, such as Niterói, this vulnerability would never allow it to reach Light’s profits. Whereas CBEE’s total revenues from electric power services increased from 54,644 to 450,123 contos de réis between 1909 and 1913, São Paulo’s Light revenues already totaled 1,173,906 in 1909 and 2,679,372 contos de réis in 1913.
 Thus, CBEE envisioned the market of cities like Rio and São Paulo, which not only counted on public financial powers to rapidly modernize the cities, but also enormous private illumination and industrial power markets. 

Favored by Article 72 of the liberal Federal Constitution, CBEE used the tactic of claiming for freedom of initiative: entrepreneurs Gaffrée and Guinle argued the Brazilian economy was sustained on a free competition system, and therefore CBEE had the right to supply energy power at least to non-occupied areas in large cities.
 Light had successfully used CBEE’s argument to conquer São Paulo’s and Rio’s markets from former local enterprises.
 Now that it had these markets, Light changed its viewpoint. Drawing on the ideas of Rui Barbosa, and on US doctrines presented in the books American Constitutional Law by Clarke Hare and Commentaries on the law of municipal corporations by John Dillon, Light positioned itself against the coexistence of different utilities companies within the same city.
 
Though ensuing debates focused on the principles of Brazil’s Federal Constitution, the permission for CBEE’s insertion into new markets would ultimately rely on municipal decisions. And, in São Paulo, Mayor Prado approved the concession for the Brazilian company, since it would help expand the service in the city and reduce rates. Nevertheless, Light lobbied to hinder the mayor’s decision: it had made available a great amount of money for the town council to make improvements in the city;
 crossed its railroads onto town councilors’ lands, like those of José Oswald de Andrade, to foster land speculation and, not less importantly, intervened in the municipal elections, encouraging its employees to vote for the town councilors who served Light’s interests.
 

And Light won this round of the dispute in São Paulo. Despite town council debates from 1909 to 1912 and a protest rally by law students against foreign capital - which destroyed Light’s tramways -, the Toronto-based company managed to renew its contracts thus obtaining fifty more years of monopoly for this service in São Paulo. 

In Rio, CBEE’s close nationalist allies brought it brief victories between 1905 and 1907: the national company won the right to supply electric power after Light’s monopoly concession of 1915 ended. However, the political changes after the 1908 election had placed foreign capital adepts in the government, such as Mayor Souza Aguiar.
 Besides that, Rio’s Light counted on support from Alexander Mackenzie’s friend, Brazil’s foreign minister Baron of Rio Branco
 and on the admiration of Brazil’s president Nilo Peçanha (1909-10). Then, in 1912, closing the second round of the dispute in Rio, CBEE’s authorization was cancelled and Light’s right to monopoly was extended for the next 33 years.

In a big twist of events, resolutions in Salvador were different. In part, this new dispute had arisen from simultaneous conflicts between both enterprises in the city of São Paulo and Rio. Besides that, it was a response to CBEE’s increasing market service that invaded Light’s concessions in this city. And, whereas Light had accrued debts of over 15:000$000 réis from municipal taxes and fines due to the bad conditions of their equipment and services, CBEE was investing in the hydroelectric plants to reduce utility services costs. The result was that on 5 July 1911 Mayor Carneiro Rocha sanctioned a law to take over Light. In 1913, the Justice Commission approved the indemnity value of 20.238:095$238 réis.
 Effectively, all the goods passed from Bahia Light to the municipality, and, some years later, to CBEE, which would monopolize the sector. 

Hence, different relationships with local powers generated distinct results. Light preserved its monopoly in Rio and São Paulo, creating the powerful Brazilian Traction Light and Power Company in 1913. CBEE was only granted the concession in Salvador. Although the absence of specific legislation and bureaucratic criteria led to unexpected municipal resolutions over power utilities in this case, companies never ceased to invest in Brazil, as the liberal institutionalist approach stresses.
 Furthermore, these power utilities allowed Brazil to trigger its urbanization and the industrialization process, even though large companies and urban elites benefited more from the lack of legislation than society as a whole.   
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