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Figure 2.8: The decision an the marginal tariff for both procedures (a) and (b) .

TNSC(q). In fact, when the tariff is TNSC(q), the maximization problem for customer θd is not

quasiconcave as it has two local maxima q1 and q2 so the decision qNSC(θ) is not convex valued.

In Figure 2.9 we plot the customer θd utility depending on his choice of q under the non

single-crossing tariff TNSC(q).

q1 q2 q

V (θd)

q(θ) q(θm)

v(q, θd)− TNSC(q)

Figure 2.9: The customer θd’s utility under the non single-crossing tariff TNSC(q).

2.6 Conclusion

In our model of nonlinear pricing without the Spence and Mirrlees condition, we showed that

the basic assumption of the demand profile approach may not be valid and that the demand

profile approach can lead to a suboptimal solution for the monopolist’s optimization problem.


