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1. What is the question?
How does the affordability of electricity affect whether households consume it? On one hand, households
might consider their local electricity service adequate but too expensive. On the other, households might be
willing and able to pay for service but choose not to do so because the quality of service does not meet their
needs. This article uses detailed 2014-2015 survey data from rural households across six states in India to
understand the relationship between the quality of electricity service and households’ willingness to pay for
an electricity connection.
2. What is the answer?
High quality electricity service significantly affects households’ willingness to pay. A one-hour increase in the
total hours and nighttime hours of electricity available increases households’ willingness to pay for
connections by 13% and 34% respectively. Additionally, a 10% increase in the quality of electricity –
measured based on total available hours, the frequency of electricity outages, and the frequency of voltage
fluctuations – increases willingness to pay by around 48%.
3. What does this mean for policy and practice?
This insight has direct implications for India’s rural electrification programs, which subsidizes the cost of
electricity without improving its quality. Addressing the quality of electricity service is essential and would
increase households willingness to pay for it. The revenue from these households would, in turn, help pay for
the cost of these improvements.
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