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“The best way to predict the future is 
to create it” – Peter Drucker 

1. What is the likely impact of dynamic pricing on 
peak demand?

2. What is the value of this demand response (DR)? 
3. How much does customer price responsiveness  

vary by customer and region?
4. How can we make dynamic pricing more attractive 

to customers?
5. What is the best way forward?
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A1.  Customers respond to dynamic 
pricing

Non-Technology Enabled Impacts of Pricing Pilots
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Enabling technologies facilitate even 
greater demand response

Role of Technology on Pilot Program Impacts
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The Manhattan skyline
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A2. Even at five percent, demand response is 
worth $35 billion
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If capacity prices double, the benefits rise to $66.2 
billion

Even higher benefits would accrue if dynamic pricing 
leads to a 10% or 15% drop in peak demand 

The benefits might be even higher 
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A3. Customer response varies by end- 
use and enabling technologies

Peak Demand Reduction by Customer Type
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A4. The insurance premium ranges 
from 3 to 13 percent 

• Illinois used a value of 10 percent in its RTP pilot for 
residential customers 

• Monte Carlo simulations with a standard financial 
equation suggest a mean value of 11 percent

• A very conservative estimate is 3 percent
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Even applying a 3 percent credit vastly 
expands the appeal of dynamic pricing

Distribution of Bill Impacts
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A5. Offer customers a menu of 
dynamic pricing options

Price Volatility (Risk Exposure)
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