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CHAPTER 1

1.1 INTRODUCTION

The concept of public utifity {4 the creation of middLe 19%h
and eanfy 20th centunies and subsequently has gained {mpontance afl ovexn
the wonld. ALmost all public utility systems Lin our country are owned
by the Union Governnment, State Government, Public Sectorn Undentakings,
on any autonomous body formed unden some statute, to avodd orn to save

economic on socdal exploitation and to safeguand the public intenest.

The fomm o0f business crnganisation estabfished basically 2o
arrange fon the efficient and uninternupted supply of basic goods and
Aenvdices, which ane absoclutely indispensible fon a civilised community

L8 negenned to as a public utility onganisaiion.

Competition 4in zthe supply of *the essentials of ALife 44
obviously undesinable, fon any vardation in the quality of the products
on senvices supplied to the consumens, and can have sendious consequences
Leading to the dislocation o4 onganised Life 4Ln wrban community. In
public intenest theneforne, the public utility concernst are onganised as
monopolies wonking unden the contrnol of  public authonity that can Look
agten such intenests compefently and effectively. The public intenests

are Asageguarded by the public utility concenns by supplying essential



goods and services £fo everybody in community, without discrnimination and

at neasonable prices.

Therne axe sevenal public utility Aenuiceﬁ Like the provisdion
o4 watern supply, elLectnicity, gas, passangern Irnansport, post and
teleghaph, telecommunication, etc. 1t must be nemembered zthat public
wtility senvice on undentaking 48 a static concept with a changding
content because a great deal depends upon the nature of the State. Fon
instance, in England the night of pensons Lo 2the unhampered use 0of

King's highways has been safeguarded by common Law?

1.2 CHARACTERISIICS OF PUBLIC UTILITIES

Thene are Zthree chief charactenistics of a public utility
senvice namely, collective demand made by society, efficient and
adequate  supply, and Aits ability Lo exencise the powen of
disenimination. Fundamentally and even histonically, the concept of a
public utility befongs more Zo the domain of Law than to the sphere of
economicﬁ? The onganisations charging fon the senvice supplied and
investing 4An equipment and of essential senvices, arrnangement fon
the supply, and spending on the public utilities exhibit basic economic
chanacteristics which {nclude the following.

1) Supply of indispensable senvices

7) Inelastic demand



3) Non-trhans ferability of demand

4) Heavy g4ixed capital {invesiment
5) Natural monopoly

6) Franehdise

7) Public contrnol and negulation

One of the distinguishing charactenistic cf publfic utilities
i5 the need fon public negulation of these natural monopoldies in the
broaden intenests of the community in general. From this characfenistic
anises the question as to whethen public wtilities should be owned and
managed by private business infernests. Consddening the amount of public
intenest involved in negualn, economical and fain supply of essential
senvdices, private entenpnises appear to be much fess suitable fon the
ownenship and the management of these entenprises than public

entenprise.

1.3 OWNERSHIP £ MANAGEMENT

Thenefone, the point that nemains Zo be decdided then 4is fto
what fonm public ownenship of such entenprnises can sultably take. As it
{5, the public ownenship and management can take any of the goflowing
4o0nm.

Al A Govesrnment on Public Administration

B] Municipal councils, committees, on conporations, on

Cl Public Conponations formed unden special statute



Al GOVERNMENT OR PUBLIC ADMINISTRATION

Public administration Lies at the centre of a web composed of
many dig§ferent nelationships that extend fo the citizen, to the state,
to socdiety and <ts values, Lo the economy and its development, and moi%.
The citizen and the {uture administraton alike should Learn to Zhink
cleanly about these nelationships and ithe values and balances they
agfect, 4on they constitute the synthesis that 48  public

administrhation.

The two main functions of governnment are nule and senvice; Ain
each case public administration 44 centrnally concerned and 40 {5 ithe
cltizen. The maintenance of Law and onden s an example of function o4
nuble, on contrnol, and the provision of a Municipal waten supply L5 an

example 04 service.

The broadest definition of public adminstration was suggested
in 1887 by Woodrow Wilson 4in a celebrated eééay? 'Public
administhation, sald Wilson, 44 2zhe practical on business end of
government because its objective is fo get the public business done as
efficiently and, as much in accond with the people s tastes and desines

as possible. 1t 4is through administration that government responds to

those needs of soclety that private initiative cannot on wiil not

supply.



Consequently, a main nelationship of administration occuns at
the point of contract betfween the Goveanment and the citizen, whenre
public contrnols and services come o fruition. One of the ZLests of
administhation L5 that {t meets the human needs in consonance with the

Langen intenests and values that society praises.

Bl MUNICIPAL ADMINISTRATION

Forn the nouseholden, centain needs are met by public utilities
in private on public ownenahiﬁ? Homes must be supplied with a safe and
potable supply of waten. Electrnicity and gas utilities are equally
essential fon Rignting and cooking.  Prdivate conporations Asupplying
watern, gas, and electnicity arne ondinary monopoldies within a city and
must make extensive use of cily stneets forn mains and wines. CAty bus
senving the Local nesidents {s Likewise public utility. Where utility
senvices ane provided by private cornporations, they have been negulated
more and more by state pubfic senvice commissions nathen than municipal
granchises. On the othen hand, centain utilities, such as waten Aupply,
arne often municipally owned and operated. 1t {4 Zhese municdipally owned
utilities and nean utilities which anre of primary concean £o the

mundcdpal administraton.

The answen to the question of municipal ownenship varnies with

the utility unden consdidenation and many circumstances and 4acts



pertaining to the individual community. 1§ a utility 14 beding supplied
at fain nates and with adeguate service fo a community by private
entenprise, therne may be no good neason fon the city 2o expand L4
operations Lhrough municipal ownership. The financial condition of the
community and its capacity to undentake ithe necessary Lnvestment in a
municipal utility ane gactors which wedgh heavily in any decision.
Anothen considenation £L4ies 4Ln the tempen of +the citizens, <Lhein
attitudes towands public and privatfe ownership. Waten supply {5 the
wtility most fgrequently owned and operated by citfies. It 48 widely
angued Zhat the intimate nelationship of sade waten supply to the
public health presents a neason forn municipal ownernship mone compelling

than in the case of othen utiiitie&?

The public wornks and utility functions 4n  Indian
municipalities encompass sitneet Aimprovement and maintenance, Atreet
cleaning and Lighting, waten supply treatment and distrnibution, sewage
disposal and treatment plants, refuse collection and disposal,
construction of publfic wonks on contract, and city passanger transport.
Administrative problems of planning, ornganisation, personnel management,
measurements, neconds, neports, and public nelations andise. In some
cities the municipal ownershdip of utilities othen than waten supply
necessitates not only depantments of public works and watern departments
but othen administrative units related to electricity and distrnibution,

orn in a small numb2n of units, Lranspontation systems.



A fong tange fiscal policy for a municipal utility can be
based on the fact that {t 45 a monopoly; nevenues which can be earned
through nates can be accurately estimated. As consumption Lincreases,
the same nates will produce mone net nevenue, provided plant expansion

{5 not nequined and costs of operation ane stabilized.

Tennen has summandised the questlion of nates fon municipal
wtility senvices by pointing to the need for estimating how much nevenue
will be needed tc fake cane 04 aflf expenses and provide Augficient

7
hesehrves.

c] CORPORATIONS £ STATUTORY BODIES

Varnious conporations, undentakings, and statutory bodies have
been formulated by ithe Centrnal Government and Statfz Govennments {on
nendendng vandieties of services to the public af Larnge. These include
banks, thenmal and nuclearn conporations, petrnoleum and othen products

manugactuning concenns, insurance compandes, ete.



