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On Improving the Pricing Mechanism of Residential Electricity

Liu Changsong

Abstract: Household position in energy consumption is rising quickly- To adapt to climate

changes and realize the fairness of energy consumption it is necessary to reform the pricing

mechanism of residential electricity- Current pilot policies have not implemented the price le-

verage to curb energy waste, and energy equity issues remain unresolved- The reason that

the Draft of Multi-step Electricity Pricing issued by NDRC (National Development and

Reform Commission) was questioned as price increasing proposal lies in that the energy bur-

den for the low-income family is increased, while the cost of high-income family for extrava-

gance and waste remains unchanged, and the situation of inequality in energy consumption

becomes worse- The price formation mechanism reform of residential electricity need not only

achieve efficiency through multi-step electricity pricing and other market mechanisms: but

also promote energy equity through public policies- Government can adjust the price ladder,

thus make pricing mechanisms play its restricting role in energy waste, and at the same time

promoting energy consumption equity through household energy efficiency subsidies, pro-

moting energysaving technologies and products, and disseminating knowledge of energy use

and other policies-

Key words: residential electricity ; pricing formation mechanisms; multi-step electricity pri-

cing; energy equity
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