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What is Scarcity Pricing?
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Existing Scarcity Pricing Mechanism Results
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PJM Methodology

Incorporating an Operating Reserve Demand Curve

www.pjm.com

R
e
s

e
rv

e
 P

ri
c

e
 (

$
/M

W
h

)

Reserve Quantity (MW)

Minimum Reserve Quantity

Marginal Value of Expected 

Unserved Energy

Reserve 

Shortage



PJM©20095

Goals of a Scarcity Pricing Mechanism

• Align real-time market prices with 

system conditions

• Prices

– Stable

– Transparent

– Predictable 

• All resources to respond to their 

full capability

• Facilitate demand response and 

price-responsive demand

• Compliance with FERC Order 719
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