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1. Rising prices of oil   increase demand for renewable energy.  Different 
economies have also adopted different policies for renewable energy ( 
extract) .  changes in oil prices will impact renewable energy markets of 
different economies differently. 

2. Increase prices of oil  Increase demand (DDDD’) for renewable energy  
Increase pressure for prices and quantities to rise. 

 
3. The XED value of oil and 

renewables may differ across economies. 
Countries who are better equipped to 
switch may have higher demand 
compared to those that do not (e.g. 
Extract 5: Japan whose grid is not suited 
for renewable energy). As such, the 
extent of shift of the demand for 
renewables will be more for the some 
countries (D1) compared to other 
countries like Japan (D2). The impact of 
increasing oil prices will be less for 

countries like Japan (less increase in prices, P1 and quantity traded, Q1) than 
for countries like Spain (P2,Q2) since they are less able to switch oil for 
renewables. 

 
 

4. However, different economies have 
different capacities and capabilities for 
renewable energy markets. Economies that are 
ahead in the technology (e.g. China and EU 
who have spent a lot more money on 
renewable energy compared to Indonesia and 
Japan who are only just starting development in 
the area) are likely to be better able to respond 
to price changes in renewable energy.  PES 
of renewable energy in China and EU likely to 
be higher than PES of renewable energy in 
Indonesia and Japan. Hence, increasing oil 

prices will lead to higher renewable energy prices (P3) in Indonesia and 
Japan compared to China and EU (P4) while the latter will have higher output 
(Q3 vs Q4). 

 
5. The overall effect would depend on the relative extent of shifts in the DD and 

the PES value of renewable energy of the different economies. 
 

6. Different countries have invested different amounts into renewables. 
Economies in the EU have cut spending, Indonesia and Japan have yet to 
develop renewable energy, while China has increased investments 
significantly 

 
Conclusion: Synthesis 
Extent of impact of rising oil prices on different economies depending on PES value 
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Efficiency can be attained by the market 

 
Conclusion: Synthesis 
Land scarce Singapore  Singapore has little/no capacity for other forms of 
renewable energy  SR: Benefits may be limited (little external benefit) and costs 
too high to justify government intervention. LR: Potential area for growth, Falling 
costs and rising demand: Greater justification for intervention. 
 

Knowledge, Understanding, Application, Analysis 
L3 A balanced discussion with a clear theoretical framework that considers the 

entire case material. 
7 -10

L2 Some attempt to respond to the question but is largely one-sided and/or 
arguments lack rigour.  Limited use of case materials 

4 - 6

L1 Largely theoretical response that has inaccuracies 1- 3 
 


