
PSC-320 S15  PS #4  
Due at the beginning of class, Wednesday February 8  
 

1) Post your experience in not throwing anything away. This is absolutely due on Monday, Feb. 6th. 
The website is: http://appropriatetechnology.wikispaces.com/Don%27t+Throw+Anything+Away  
 

2) Do your midterm again in stellar fashion. Please hand these corrections in to be graded 
 

3) You’re at a cocktail party, and someone screams, “we’ll be out of oil by the end of the decade!”  
Pandemonium ensues.  Mike screams, “We’ll suck out the last drop soon and then, *BAM*, no more 
oil!”  The economists despair, the environmentalists rejoice. You need to calm the hysteria. Explain 
that it’s a little more complicated than what Mike says, and describe what it means to “run out of oil”, 
and describe what it will be like. Please include all following considerations: 
a) Supply and demand and market price 
b) technological  
c) Upstream energy use, and emissions 
d) environmental, The greater profit margins resulting from the increase in price result in companies 

taking greater risks in their efforts to make more money. This results in compromises to 
environmental and personal safety – the explosion of the Deepwater Horizon demonstrating both 
of these compromises. 

e) economic We showed in class that the continued depletion of oil without mitigating the effects 
with decreased use has resulted in ~ $10 trillion deficit… that’s $10,000,000,000,000 or about 
$30,000 per US American paid mostly to arab countries. This has resulted in… (see next one) 

f) political, and dependence on foreign powers results in considerable international tension. It is 
understandable that we would have a significant interest in the decisions made by foreign 
countries, and will to change them, because we depend on this. This was made very obvious in 
the video when the world’s most powerful country told Saudi Arabia to increase oil production, 
and they said, “no.” Do you feel that tension? Read about it: 
http://www.nytimes.com/2008/03/06/business/worldbusiness/06oil.html 

g) Environmental Justice.  Are any groups 
disproportionately harmed? We find that the poor 
disproportionately suffer from the environmental 
impact of risky oil exploration and receive 
relatively few benefits thereof. One example is in 
poor countries such as Niger. Oil revenue largely 
fuels governmental corruption, and the spills in the 
field destroy the ability of the poor to farm. 

 
4) Please look at the graph from Friday’s video. Comment 

on a few things: 
a) Starting around 1955, what started to happen and 

what effect did it have on USA security? 
b) Note very recently, there has been an abrupt shift in the consumption and the production of 

petroleum in the USA. What caused that? 
c) Has the trend (in b above) continued, increased, decreased? Please do some internet research 

(careful about which websites you believe). 
d) What do you expect to see happen under the new federal administration? 

 
5) The economist says, “In order for the market to work, the decision maker must bare the full cost.”  

a) What do we mean by “the petroleum market is working”?  
b) Name some external costs. 



c) Name some subsidies? Some less obvious are foreign wars, the railroad (built by the government, 
but it carries coal and oil). Roads (lessons the cost of burning petroleum).  

d) How do these (b and c) make the market not work so well? The synthetic depression results in us 
using way more oil than we would if these costs were correctly assigned to the cost of oil. Thus 
we wind up paying more through taxes, lost environment, health costs that come along with the 
choices we made… that we might not have made if the costs were internalized to the price. 

e) What could be done, and how would it work out? We want to be clear that there are regulations 
(command and control) which seek to control the potentially damaging decisions that people 
make in the distorted economy, and Market Mechanisms which attempt to allow people to make 
their decisions freely, but assess the correct cost to those decisions so that the price reflects the 
entire cost to society – such as having an environmental impact tax on all polluting things, and 
using the revenue to mitigate the damage that come from the purchaser’s choice. 

 
6) John Keller is an astronomy prof at Cal Poly and also studies education and public understanding. He 

told me about 5 years ago that the public doesn’t distinguish climate change from ozone hole. I 
responded that my students certainly could. I proved it to him by putting it on the final exam. He was 
right. So, please distinguish these two very different environmental concerns: 
a) What are the different anthropogenic gasses that cause the two different problems? Do they have 

any source gasses in common? The only gas in common is that refrigerants are also (minor) 
greenhouse gases. 

b) What is the physical effect of these man-made emissions? 
c) What is the biological effect of these man-made emissions? UV from the ozone hole also results 

in sunburn to nonhuman life, such as coral reefs. 
d) What is the remedy? Are they different? What are the challenges for each? Is one more difficult 

than the other to “fix”? Why? 
 


