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Abstract   

It is commonly accepted that institutions influence economic development of countries. But, 

can we also trace the effect of institutional endowment to specific sectors and regions of a 

country? There is a significant gap in knowledge and evidence of this issue in the literature. 

This paper examines this effect in the Indian electricity distribution sector and explores the 

influence of state-level institutional quality and economic factors on the performance of 

network utilities in India. Since the 1990s, India has adopted reform steps to improve the 

efficiency of its electricity sector. However, there remain performance differences among the 

utilities. We examine the performance of 52 electricity distribution utilities in 24 Indian states 

for the period from 2006-07 to 2011-12. The findings confirm that the quality of institutions 

and state-wide economic development affect the performance of the electricity distribution 

utilities in different states. Additionally, we simulate the cost savings from utilities’ 

performance improvements linked with institutional enhancements. The results indicate the 

need to strengthen the institutions, for example through regulatory agencies reform to improve 

the performance of the sector. 
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