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Shaffer Price response 
- Marginal choice optimal  
- Budget mistake 

- Ex ante: buy less  
- Ex post: buy more 
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Shaffer  
income 

A pure income effect. 
- Ex ante:  

- Underestimate budget 
- Buy less electricity 

- Ex post: 
- Positive income surprise 
- Buy more electricity. 



Shaffer (2019) 



Rapson (2019) 



Levinson and Silva, “The Electric Gini” (2019) 

Tariffs shift more costs to high users when … 
 

1. More local income inequality. 
 

2. Higher average price. 
 

3. More local air pollution. 
 



Ito (2014) and Shaffer (2019) 
 
 
Increasing block pricing increases electricity demand. 
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Income and electricity use 

Source: 2009 RASS 



Why? 

Source: 2017 ATUS 
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Three strikes against increasing block pricing: 
 
1) Inefficient. 

a. Most people do not pay marginal cost. 
b. Different prices for the exact same good. 
 

2) Increase total electricity consumption. 
a. Ito (2014) 
b. Brolinson (2019) 
c. Shaffer (2019) 

 
3) Do a bad job of redistributing costs from poor to rich 

ratepayers. 


