CP Chapter 20 Lecture
SECTION I
1. The Global Population Issue
a. The views of Thomas Malthus on population, published in 1798, are still relevant today because of the Earth’s growing population and its demand for resources.

b. Malthus argued that population would grow faster than its ability to feed itself and eventually be reduced to a condition of subsistence.

c. Malthus did not foresee advances in productivity and family choice.

d. The annual world wide population growth rate is approximately 1.4% a year.

2. Nonrenewable Energy Sources

a. Population pressure adds to the depletion of many important resources, including energy.

b. Nonrenewable resources cannot be replenished once they are used.

c. The once-low cost of petroleum affected living habits, making people more dependent on it.

d. The  artificially low prices of natural gas contributed to its popularity today. 

e. Nuclear energy is costly and the disposal of its hazardous byproducts poses a major problem.

3. Renewable Energy Sources

a. Alternative energy sources account for only a small portion of the total energy consumed.

b. Hydroelectric power accounts for half of all renewable energy consumed in the U.S. today.

c. Biomass accounts for approximately 40% of all renewable energy in the U.S. today.
d. Solar energy, the 3rd largest source of renewable energy, has never been effectively harnessed.

e. Wind power is an important source of power in areas where it is difficult to obtain other forms of energy.

4. Other Resources

a. Water shortage is an issue in areas where the water table of aquifers has been falling because of heavy use.

b. Urban sprawl has claimed what was once some of the country’s finest farmland.

SECTION II

1. The Price System

a. The price system contributes to whether scarce resources are conserved.

b. Interest in alternative energy sources surged when there was an oil embargo and waned when there was a glut.

c. The price system works to establish an equilibrium between the rising cost of obtaining water and the profitability of the crops grown with water.

d. The Law of Supply led gas producers to produce more of deregulated deep gas when its price went up.

2. Pollution and Economic Incentives

a. Pollution will be less of a problem when the incentive to pollute is removed.

b. The setting of legislated standards is one way to control pollution;  another is through economic incentives.

c. Legislated standards can be effective, but are generally inflexible.

d. Another way of controlling pollution is to have companies pay taxes on the amount of pollutants they release.

e. The Environmental Protection Agency (EPA) issues sulfur dioxide pollution permits that will become scarcer and more expensive as time goes by.

3. Using Resources Wisely

a. Economists are optimistic about the future, especially if the price system is allowed to fulfill its role in the economy.

b. As long as the price system is allowed to operate, we will never suddenly run out of an endangered resource.

c. Instead, the price of the resource will rise as it becomes scarce, encouraging more careful use and greater attempts to find workable alternatives.

d. The more endangered the resource, the higher the price, making the efforts to conserve and find workable alternatives more urgent.

SECTION III
1. A Framework for Decision Making

a. Economic decision making requires a careful, reasoned approach to problem solving. The steps are:

i. State the problem.

ii. Determine the goal to be obtained.

iii. Consider the alternatives needed to reach the goal.

iv. Choose an economic concept and use it to evaluate the alternatives.

v. Decide which alternative leads to the achievement of the goal.

b. Cost-benefit analysis involves comparing the cost of an action to its benefits.

c. These costs include both opportunity and monetary costs.

2. Coping With the Future

a. Although no one knows what the future will bring, capitalism has demonstrated its ability to adapt.

b. Capitalism is no longer ruthlessly efficient as it was in the 1930’s.

c. The U.S. is now a free-market economy based on capitalism yet modified to satisfy social needs.
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