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Abstract

In the process of market reform of China's electricity power industry, residential
electricity consumption has always been in protected status. Over the years,
residential electricity is priced in a uniform pattern and the average prices are
substantially lower than their costs. The gap has been in the long term filled through
high prices of industrial electricity and commercial electricity. In this case, more
electricity consuming households that are often high-income get more subsidies,
while less electricity consuming households that are often low-income can only get
fewer subsidies. This is not only unfair but is also inconsistent with the situations in
many developed countries. Moreover, it is unrealistic to continue subsidizing
residential electricity consumption by increasing the prices of industrial and
commercial electricity. Because this will not only increase the production costs of
China's industrial enterprises and thereby reducing their competitiveness, but will also
weaken the ability of our country to attract investment. Therefore, designing a new
residential electricity pricing pattern becomes one main tasks of reform and of the
current reform schemes the rising block pricing pattern is an appropriate one because
it can reflect the supply costs of electricity companies. It also takes into consideration
of the affordability of different income levels of families, which gives attention to
social fairness and encourages residents to economize energy in the context of global

energy shortage and environmental protection.

In this paper, by drawing on the experiences of some countries and regions which
have already put the rising block pricing model into practice, a feasible scheme for
Henan Province to implement the rising block pricing model is designed. After
examining the income levels, the electricity consumption levels, and the current price
level in Henan province, I get the design based on Ramsey Pricing Model, and
determine the steps, electricity quantities and electricity prices step by step. Since
rising block pricing is still new in China, systematic researches about it are inadequate.
Thus, the study in this paper is supposed to contribute to China's ongoing reform of

residential electricity price by providing valuable proposals.

Key Words: Electricity reform; Ramsey pricing model; Rising Block Pricing
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