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Two-Part Tariff

Consumers’ Indifference Curves

Direction of Preference Low-type vs. I_mr -type Indifference Curves
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Two-Part Tariff

The low-type usually get most of their m&.%_cw extracted

ué WKL in the &ﬂ?ﬁf (1)} ﬂ 10 =T _n .uﬁpmsﬂv.ﬂq:n
@ Suppose there are 2 types of no:mca%m. : % 4 %

@ Type 1 (Low-type) : has a low valuation of the product
@ Type 2 (High-type) : has a high valuation of the product

@ First, Suppose the company design a two-part tariff that extracts all surplus from the

low- : . > .
%2% »aam.é\msn, 4owit Liing ind ffeeat m&smw.m,%o«&..rcwm\\?ﬁ\

fixed TC
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( make Stee
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Two-Part Tariff

If only 1 two-part tariff is offered the high

SRy |

-type buys more g

@ Suppose this company offers only 1 two-part tariff (call tariff a) the high-type would

G .

Sy

maximize their utility by choosing at point “B"

@ Type 1 (Low-type): chooses {E}, g3}
@ Type 2 (High-type): chooses {E5 q3} T..Qﬂ
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Two-Part Tariff ' ‘ #
WPCE Hhat fitm
. extract waat3 10
Type 2 has more surplus for firm to ey

e R Captuee 7

@ Let's suppose firm would like to extract more surplus from Type 2.
@ This can be done by moving the expenditure outlay for type 2 up and up. (Assume
Parallel Shifts for now)

|

|

fiag o low + ,
m@hmzamm g1 ﬁvﬁv A
@ You can check that type 1 would choose {Ef,qj} and a\m& would choose Ammq,\am w c uA.N...T&w

E

@ As long as Type 2's indifference curve is below point “A", Type 2 consumer would not
choose point - O0C WL *VS de afle 4tae
@ Firm now offers ONLY “A” and “D", or package {E{,q1 23555}

“ So_npm‘g.. fixed fee ~ T

but” can buy up to

%= % (low type wil

choose @®))
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Two-Part Tariff

Firm can maximize expenditure from type 2

@ Firm can earn even more expenditure from type 2 if it adjusts the expenditure outlay Mmﬂo \ "
achieve the highest that just touches type 2's indifference curve). hf% Pria/umn

@ This usually results in a higher fixed fee and a lower variable *mnm ) .»\n 5« but u:x\
@ Firm now offers “A” and “C" only, or package {Ef.qi} and {E5.q5}. fixed fe
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Two-Part Tariff |

Can this be done in the real world?

@ In the real world, it is hardly possible to figure out what would be the :mg m and q mQ

—_—

each type, let alone there are usually more a:m: 2 Jﬁmm of customers.

@ A store membership card that you pay a fixe Amm but get m03m % a_mno_:; s a kind of

two two-part tariff. AN store S«ef Oev._u 200 .ﬂIW\/\&Rﬁ ,
= uZC (0 7v discannt . A

-E\= 260+ 019 - ¢

m. ® chosen by = no Gad: € = p-g
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0 7 o

EE481: Price Discrimination 19 / 26

Dr. Wanwiphang Manachotphong (Depa



E conomist.
e cw.g..@

| ,,* Bundle @) 26)
W3 lowe-dype cheoses @)
higp —— @)
?.Qr ..4% has 1o
%RF @ +r9t®

=y T Some mqﬁb&»ig
will Q..sm a
Pl Scove ¥

-

ww.:ﬂzwﬂ.o.d._i

i

2 Gphons
w?. +V~»G..»P,



