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ARTICLE INFO ABSTRACT

. This research examines the effect of increasing the price of electricity for high-
Article type: consumption household subscribers and bringing it up to global standards on the
Research Paper modification of the consumption pattern. The results show that the inefficient pricing
system and the high growth of electricity consumption in Iran have created serious
challenges for the electricity industry. In this regard, the increase in electricity tariffs
for high-consumption subscribers has been considered as an economic solution. In
this study, the data of high-consumption household subscribers in 1401 was used and
the effects of different tariff increase scenarios on the income of the Ministry of
Energy and changes in consumer behavior were investigated. became Unlike
previous researches that only focused on estimating electricity demand or
investigating price elasticity, this research has investigated the effect of electricity
price increase and compliance with global standards on modifying the consumption
pattern of household electricity subscribers. The results show that the increase in
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tariffs will lead to a significant reduction in electricity consumption, which in turn
can lead to a reduction in network load. Also, the income from this tariff increase
can be used in the optimization of the electricity industry equipment. Based on the

scenarios, the Ministry of Energy's income from high-consumption subscribers will
increase significantly, and this will provide opportunities to improve the
infrastructure of the electricity industry. If the price of electricity increases to levels
close to global prices, subscribers will reduce their consumption below the model by
consuming more than 1.5 times the model. These changes show the positive reaction
of demand to price changes and price policies.

Energy Policy,
Demand Elasticity.
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Introduction

Energy consumption in the non-productive (household) sector in Iran is more than the industrial
sector. Meanwhile, some developing countries have shifted their energy consumption more to the
productive (industrial) sector. Because of this high consumption of electricity in the household sector,
a major part of the country's electricity subsidy has been allocated to this sector for many years.
Therefore, the examination of electricity consumption in this sector is of particular importance. The
growing trend of electricity consumption in various sectors, including the household sector, prompted
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the government to think about realizing the price of electricity in addition to advertising to improve the
pattern of electricity consumption through the targeting of subsidies. By using price policies, it can
affect the reduction of excessive electricity consumption in different sectors. In this research, the effect
of increasing the price of electricity and bringing it up to global standards on the modification of the
consumption pattern of domestic electricity subscribers in the country has been investigated. The
purpose of this research is to calculate the surplus income resulting from the increase in the tariff rate
of high consumption subscribers and to use it in the optimization of the electricity industry equipment.

Materials and Methods

This research utilizes data from high-consumption household electricity subscribers as reported in the
detailed statistics of the electricity industry for the year 1401. The study calculates tariff differences,
price elasticity, and changes in revenue for the Ministry of Energy due to price adjustments. By
analyzing previous consumption patterns, the study assesses how reforming the tariff system and
increasing electricity prices to align with global standards can influence consumer behavior. 2
scenarios were considered to calculate the stepwise increase in electricity rates for high consumption
subscribers.

First scenario:

The electricity rate for the uses below the model will not change.

Electricity rate up to 1.5 times the model consumption is considered equal to 20% of the world price.

Electricity rate up to 2.5 times the model consumption is considered equal to 50% of the world price.

The price of electricity for uses more than 2.5 times the model of 100% of the global price of electricity
should be considered.

The second scenario:

Electricity rates for sub-standard uses should be increased by 20%.

Electricity rate up to 1.5 times the consumption of the model is considered equal to 20% of the world
price.

Electricity rate up to 2.5 times the model consumption is considered equal to 50% of the world price.

The price of electricity for uses more than 2.5 times the model of 100% of the global price of electricity
should be considered.

In this study, the global electricity rate was considered equal to 8.62 cents, which, considering the currency
price of 392,000 rials, the global electricity price is equal to 33,790 rials.

The information required for this research was extracted from the electricity tariff of high consumption
customers of the Ministry of Energy and the detailed statistics of Iran's electricity industry in 1401 and
arranged in the form of a table in Excel, and the desired calculations were performed on the data.

Assuming that if the price of electricity increases, the consumption of customers will decrease, the
percentage change in the demand of customers was calculated.

Results

The obtained results showed that since the difference in income from electricity consumption in
scenario 2 is not much different from scenario 1, and in order to encourage more to reduce
consumption, scenario 1 is a more suitable option for increasing the electricity rate. Also, the increase
in electricity rates for high-consumption consumers will not only save electricity consumption (reduce
network load), but with the increase in the income of the Ministry of Energy, the amount of
accumulated debts of this complex will decrease, and hence the opportunity to optimize the
equipment. and electricity industry facilities are provided.

Discussion and Conclusion

The results have shown that the total income from electricity consumption of high-consumption
customers at the rate approved by the Ministry of Energy in normal areas is equal to 19076 billion
Rials per month. Meanwhile, according to the first and second scenario, this income reaches 38,643
and 46,777 billion rials per year, respectively. Assuming a price elasticity equal to 0.5, the amount of
demand in the household sector will decrease by 73% in the first scenario and by 75% in the second
scenario. According to the previous consumption pattern of customers whose electricity consumption
was up to 1.5 times the pattern, after the increase in the price of electricity, they reduced their



Investigating the increase in electricity prices and its alignment with ... | Esmaili et al. 29

consumption to below the pattern. Subscribers with consumption 2.5 times the pattern also reduced
their consumption to 1.5 times the pattern. In other words, the increase in electricity rates for high-
consumption consumers will save electricity consumption (reduce network load). The amount of real
income due to the reduction in demand for electricity consumption in the two scenarios does not differ
much, and only considering the psychological burden of the more limited price changes, the first
scenario will be a more suitable option for increasing the electricity rate. In general, due to the
increase in the income of the Ministry of Energy, the amount of accumulated debts of this group will
be reduced, and hence the opportunity to optimize the equipment and facilities of the electricity
industry will be provided.

Since several factors such as time, income elasticity, and electricity substitution are effective in
optimal modeling of consumer behavior, it is suggested that these factors be considered in future
studies.
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