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Increasing Block Pricing: A Survey

Fang Yan and Zhang Xinzhu
( Institute of Quantitative and Technical Economics Chinese Academy of Social Sciences)

Abstract: As a particular nonlinear pricing the use of increasing block pricing( IBP) makes the convex budget frontier non — smooth
leading to unease in fully screening consumers with centralized consumption decisions. This results in difficulty in designing IBP
mechanism and analyzing IBP’ s demand effect. In view of features of public resources it is vital in public resources pricing to tradeoff
between efficiency social justice and full cost coverage. In terms of aims’ diversification the optimality of IBP briefly has been
investigated yet confined to metering relevant informational asymmetries. The specification and estimation of demand under certain IBP
become integrated and complicated respectively. There exist two contradictory viewpoints about whether IBP” s demand effect is apparent
or not. Corresponding interpretations and arguments from theoretical and positive perspectives are given. Perhaps it is due to either the
asymmetric information of consumers on the existing schedules or of regulator on consumers’ characteristics or the different
implications of time — demand — or( /and) product — dimensions in IBP econometric literature. Conclusions are made and some
directions are pointed out at last.
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