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Abstract
We present three dynamic pricing models in a setting where customers can be incentivized to
purchase multiple units. We assume a finite sales horizon with a sunk investment in limited
inventories, where customer demands form a compound Poisson process that is price dependent.
The dynamic linear pricing (DLP) model charges a uniform price that depends on the time-togo and the remaining capacity. The dynamic nonlinear pricing (DNP) model allows complete
freedom in pricing different bundle sizes. We also study dynamic block pricing (DBP) as an
intermediate scheme where prices are linear within each block, where the block can be either
fixed or flexible. For all models, we present optimality analysis and structural results and
compare their relative performances, both theoretically and numerically. We find that DNP can
lead to a very significant improvement as compared to DLP. The proposed DBP heuristic,
which has significant computational and implementation advantages, performs nearly as well
as DNP for the multiplicative utility model.
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