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Part I  
Question 1 (20 Points) 
Define and describe two different market-based instruments? How could they support 

resource efficiency? What are key analytical dimensions how these instruments sum up to an 

efficient policy mix? 

 

Question 2 (10 Points) 
Explain the concept of double decoupling and resource efficiency. What are the main 

differences to classic environmental policy approaches? 

 

 

Part II  
Question 1 (10 Points) 
The market for a product x is perfect competitive.  

The inverse demand function is: P(x) = 30 – x/15.  

The aggregated supply function is: A(x) = x/15.  

The marginal external costs are represented by: MEC(x) = x/30. 

a) Present the demand and supply curves graphically.  

b) Calculate the uncorrected market equilibrium. 

c) Determine the Marginal Abatement Cost MAC(x). 

Determine the social optimum considering the negative externality. 
 

Question 2 (10 Points) 
Explain why the environment can be considered a public good. What are the most important 

properties of a public good? Compare public goods with private goods and explain why 

government activity is required in providing public goods. 
 

Question 3 (10 Points) 
Explain the Coase theorem. What are strengths and weaknesses of this internalizing method? 
 

 

Part III  
Question 1 (18 Points) 

a) (3 Points) Describe three specifics that set energy markets apart from regular 

markets. 

b) (5 Points) List five components of energy prices. 

c) (10 Points) Explain the three main objectives of energy policy and describe the 

trade-offs between those. Please support your answer with examples. 
 

Question 2 (12 Points) 
Explain three of the following four concepts (4 Points each): 

(1) Eco-economic decoupling  

(2) Merit-order effect 

(3) Dutch disease 

(4) Carbon lock-in effect 

 


