
Issues in Energy Economics: Policy and Analysis 

Econ 162 

Fall 2019 TR12:00 -1:15am 
Course Objective 
Introduce and discuss past, present and future economic and technical issues related to energy resources, 

production, conversion, substitution, use, efficiency, and policy in a political economics context with respect to 

market structures, supply and demand, social surplus, costs and benefits, impacts and choices.  The attentive 

student will learn about many of the myths concerning energy in modern society and acquire sufficient 

information to be able to evaluate new energy proposals, legislation and events in an objective, realistic, 

knowledgeable economics framework. 

Instructor 
Dr. J. T. Kelly 

Office: 1011 Benicia Hall   Phone: (916) 278-3576 

E-mail:  t.kelly@.csus.edu

Office Hours: Tues 1:30 – 2:30pm and by appointment

Class Sect 01 Amador Hall 240

Textbooks 

    CoursePack: Readings in Energy Economics, coming soon to the Hornet Bookstore from XanEdu. 

    Canvas material, web-based articles, class handouts 

Course Grade 
Pop Quizzes, C l asswo rk,  Ho mew ork: 10%  

2 Mid-Term Exams: 20% each 

Final Exam: 20%  

Weekly Journal: 30% 

Extra Credit:  Superior Class Participation & Attendance – up to 3 points on final grade 

Written Assignments – No excuses-please don’t ask 
 A collection of 10 weekly journals, kept current, with reflection on what you see in the news as

related to what we have covered about energy and economics in this course. Use thin  b inders

rather  than spiral  or  r ing notebooks .  Bring your journals to every Thursday class: they will be

collected, reviewed and graded at irregular intervals.  There will be no makeups; they must be kept

current to receive max credit. Your comprehensive collection, with ten entries and a reflective overview

(not a summary) of no more than 2 pages, is due by November 21.

Testing 
Exams – The mid-terms and final exams will be a combination of multiple choice, short answer 

(True/False/Depends and explain your answer) and essays.  Typically, your exam may be a 

combination of M/C, TFD and/or essay.  Because the course is designed according to the different 

energy sectors, the two Midterms will cover different energy topics but the Final Exam will be 

comprehensive. 

Pop Quizzes – Are designed to encourage attendance, help you keep up with reading and lectures and 

improve your grade.  Quizzes may or may not be announced prior to their occurrence.  Unannounced 

calls for weekly journals may also be made.  If you miss a quiz or a chance to turn in your weekly 

journal, that opportunity is forever gone: there are no “Do Overs.” 

Weekly Journals

Keeping a 10-entry based on class material will help you organize your ideas and new knowledge. You are 

expected to notice and report 1) topics on Energy (EN/en), 2)  Your own thinking/analysis ( Y / y )  in the 

world about you (including media, personal experience and other sources that relate to what took place in class 

and assignments and what you have "taken away" as a result), 3) Economics (EC/ec)  and 4) Current 

C u t t i n g  E d g e  events (o r  CE/ce ) .  The 10-entry,  typewritten (1.5-spaced Arial 11-point type) weekly 

journal entries typically should be at least one page, but not more than two.  I  wi l l  post  examples  of  

recent  very good Journal  entr ies ;  please use the ident ical  format .  You may choose to write 

individual topic journals, o r  on  r a re  o cca s ion  use two entries for a coherent continuation of a single 

subject matter.  The collection of your journals is due April 16.  Note: I will ask to see and grade your journals 

very  f ew  t imes  at irregular intervals throughout the semester. If you cannot attend a class, leave your Journal 

with a classmate in case I ask for it that day – there are no “makeups.”  Journals will be graded largely on the 

topics above,  p l u s  readability, neatness, organization of the ideas, or topics, and grammar. You are to use freely 

available sources (without subscriptions). 

mailto:t.kelly@.csus.edu
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Approximate Schedule for Fall 2019 

 

Approximate Schedule Spring 2018 

 1 

 

 Week  Est Week of         Topic     Materials 
 

 
1 8/28 

 
    Introductions, Syllabus, Pre-tests,     Syllabus, Pre-tests, Review Topics List 

     Housekeeping 
 

 

2 9/4 
Review of Basic Economic Tools Applied to 

Energy 

Any good Macro-Microeconomics text; 

3 9/11 Basic Economic Tools, cont. - trade & energy  Any good introduction to    

 Trade in a Micro Principles text 

Taxes, economic efficiency, Theory of the Firm  Any good Macro/Micro text                        

4 9/18 
 

 
5 9/25 

 
 

6 10/2 
 
 

7 10/9 

 

 
    8                   10/16 
 
 

 
 

9                  10/23 

 
    
   10                       10/30 

Monopoly Versus Competition 
Recap Energy Economics Tools 

 
Monopoly, Dominant Firm, and OPEC 
   

Nonrenewable Resource - When to pump, 

when to save? 

 
Nonrenewable Resources, cont. 

Oct 10 Mid-Term #1: T/F; M/C; T/F/D; 

Disc. 

 
Midterm Exam Review 
Introduction to Energy 

Garden of Eden? Finite Energy? 

 
California Energy History 
The Energy Pie Slices                                

 
    CA Electricity, Natural Gas and Petroleum
  

 
 Coursepack 

 
    Coursepack 
 

 
Coursepack (Optimal Depletion) 
 

 
    Coursepack 

 

 

     

 
     
 

http://www.ucpress.edu/content/ 
chapters/10852.ch01.pdf;        
Coursepack: Field: “Energy”; Kelly PPT 

     Coursepack 

   11 11/6 

 
    

   12                  11/13 

CA Electricity, Natural Gas and Petroleum, cont. 

 
    CA Electricity, Natural Gas and Petroleum, cont.  

    Petroleum - Out of Gas: The End of the Oil Age

  13                 11/20             Completed Journals due Thursday, Nov 21! 

  14                 11/27             Nov26  Mid-Term #2: TF; MC; TFD; Disc   

 
     

 
15                     12/4 
 

 
 

 
 16                 12/10 

 

                         

The California Electricity Crisis                                      Kelly PPTs 

- Commonly Held  Myths 

  
 
 
Final Exam Tuesday Dec 10  12:25 pm  
 
 

Possibilities: F i e l d  t r i p  ( r emo te  l o ca t i o n  T B A) ;  g u es t  l e c tu re s  
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Grades 

Letter Grade Percentage Performance 
As (A,A-)        89.5-100% Excellent Work 

Bs (B+,B,B-)        79.5-89.4% 
Very Good to Mostly Good 

Work 

Cs (C+,C,C-)        69.5-79.4% 
Above Average to Mostly 

Average Work 

Ds (D+,D,D-)        59.5-69.4% 
Below Average to Poor 

Work 

F        0-59.4% Failing Work 
 

Course Structure 

 
In the Classroom — 

The nature of the course will be face-to-face lecture, PowerPoint slides and occasional whiteboard explanations.  

 
Announcements — 

Announcements will usually be made during lectures, but sometimes also sent by email or Canvas. Be sure your e-

mail address is current with CSUS and your mailbox is not full. 

 
Responsibilities — 

I will come to class well prepared; respond to and encourage questions and other appropriate class participation; 

grade your quizzes, exams and any other assignments fairly and in as timely a fashion as possible; be available 

during office hours and for scheduled appointments; let you know as soon as any changes are made to the schedule, 

course or class meetings; and do my best to stimulate your appreciation, interest and enthusiasm for economics.  

The textbook brings as much humor to the study of economics as is feasible, given course material. 

 
I expect you to read the syllabus thoroughly and understand the ground rules; attend and actively participate in class; 

complete all the assigned readings in a timely manner; ask questions when you are lost or confused; ask questions 

even if you fear they might be “dumb” or that you’re the only one who doesn’t get a point (believe me, you are not 

alone); seriously think about the material and study for and complete all quizzes, midterm and a final examination. I 

also expect that you will refrain from asking me to make special exceptions just for you concerning requirements laid 

out in this syllabus. 

 
Caveat Emptor – As you have learned by virtue of having successfully completed economics courses, economics is 

a discipline that is built up cumulatively, brick by brick, so is not a subject that you should let slide until the last 

minute, fall behind on readings or fail to ask questions as soon as you realize you don’t understand something. Ask 

classmates, an economics student assistant or me. Forming study groups is also a good way to learn the material. 

Even if you are the best student in the group, you will still learn through your efforts to explain the material to 

others. If at any point during the semester you are having difficulty, PLEASE come see me sooner rather than later. 

If you do keep up with the material, most of you can do well in the course. 

 
Exams, Assignments and Readings 

• Credit for above-average class participation is very difficult to achieve if you are not in class. 

• I may or may not take roll each class, or at or near the beginning of the lecture, so attendaznce matters. 

• Give yourself ample time to complete assignments. These assignments are challenging and important for your 

performance in the class. I encourage you to spend time working through them carefully and to seek out help 

from a classmate, an economics tutor, or me when you encounter problems. 

•     Please ask me questions if you do not understand a part of the lecture or the readings.  And please ask your 

questions either in class or during office hours. I believe that it is particularly important that you ask your 

questions during the class so that other students will be able to learn from them, too.  You may fear that you 

are the only one lost and that your questions will betray ignorance, but nothing could be farther from the 

truth: many, if not most, students will have the same questions but hope that they will figure it out somehow 

on their own. Also, the moment may pass and you’ll forget the question or the material itself. Thus it is 

important not to give in to the temptation to hold the question until class is just over, when everyone else 

and I will be departing for the next class and the next class and professor will be coming in. 
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•  Pop quizzes will be given approximately 2-3 times per month, often at the beginning of class.  They typically 

contain M/C,  T/ F o r  short discussion question concerning either recent lectures or an assignment made for 

that day. 

•  Exams are closed book and given in class. Exams are typically comprised of written response, true/false and 

multiple-choice, TFD and essay questions, requiring a large Blue Book, Scantron 882-E form. Please use a pen 

for the written questions and a No. 2 pencil for the Scantron questions. 

 If your grades are high enough, such as “A”s and “A+”s, you may be able to exempt the final exam. 

 Free peer tutoring for reviewing basic 1B economics concepts used in this class is available in the Department of 

Economics. Tutoring hours are posted in the Department office during the first week of classes and at 

http://www.csus.edu/dev/managed/College-of-SSIS/econ/undergraduateprogram/tutoring.htm.  

 

 

Policies 
• As a student in this course (and at this university) you are expected to maintain high degrees of 

professionalism, commitment to active learning and participation in this class and also integrity in your 

behavior in and out of the classroom. Academic honesty is expected. Students suspected of cheating will be 

reported to Judicial Affairs. 

• There will be no makeup quizzes or examinations. Exam dates are given in the course outline. This is to avoid 

any potential conflicts. Attendance is both expected and highly recommended. If you miss a class, be sure to 

check with your fellow classmates, to see what material you missed; I recommend finding at least one “study 

buddy” and join a study group to facilitate information flow for exams or in case of an absence. Come to class 

on time; you will not be given extra time if you are late for a pop quiz or an exam.  

• If you decide to withdraw from this class, make sure you do so with the registrar. If you withdraw without 

permission, you will be assigned a failing grade. Once a student submits work for a grade, he/she will not 

assigned a grade of “WU” under any circumstances. Keep mobile devices off during class, including laptops. 

If you wish to use your laptop during class, please come speak with me. You may not use your phone/MP3 

player as a calculator on exams. You may use a calculator without programming capabilities. 

• Keep all your exams and quizzes and problem sets until after receiving your final grade, for future reference. 

• I will be available by phone during office hours, so if you have questions and cannot get to my office then, 

please phone them in. remember, though, I already may have students in the office. 

• A person with a documented illness for missing one midterm exam will have the weight of his/her midterm 

added to their final exam, so that their final exam will be 40% of the grade.  Failure to provide the required 

documentation within one week from the date of the exam will result to a grade of zero for the exam. 

• If you have a learning disability or a physical disability that requires accommodation, please let me know as 

soon as possible. It is the student’s responsibility to provide documentation of disability to the Office of 

Services to Students with Disabilities (SSWD) and meet with a SSWD counselor to request special 

accommodation before classes start. SSWD is located in Lassen Hall 1008 and can be contacted by phone at 

(916) 278-6955 (Voice) (916) 278-7239 (TDD only) or via email at  sswd@csus.edu. 

• All needs that have been verified through the Services to Students with Disabilities (Lassen Hall) will be 

accommodated. 

Life lessons 

If you find that you have any trouble keeping up with assignments or other aspects of the course, make sure 

you let me know as early as possible. As you will find in life, building rapport and effective relationships are 

key to becoming an effective professional. Make sure that you are proactive in informing your instructors 

when difficulties arise during the semester so that they can help you find a solution. 

Dropping this 

Course 
It is the student’s responsibility to understand when they need to consider dis-enrolling from a course. 

Refer to the Sac State Course Schedule for dates and deadlines for registration. After this period, a 

serious and compelling reason is required to drop from the course. Serious and compelling reasons 

includes: (1) documented and significant change in work hours, leaving student unable to attend class, 

or (2) documented and severe physical/mental illness/injury to the student or student’s family. 

 

 

 

 

 

mailto:sswd@csus.edu
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Economics 

162 
Course Topics & 

Questions 
Fall 2019 

1.  General Energy Economics Applications 

1.1. Explain the most important economics principles in energy and give examples of their application. 

1.2. What are Net Present Value and social discount rate, and how are they used for energy policy? 

1.3. How does market structure affect energy use, supply and policy? 

1.4. What does economic trade theory suggest about whether we should buy energy from other states and 

foreign countries? 

1.5. Who/What caused the electricity crisis of 2000-2001? 

1.6. The Cobweb Effect refers to “Charlotte’s Web.” (T/F) 

1.7. Jobs may be the most important economic focus for energy policy. (T/F) 

1.8. What is California’s Energy Plan? 

1.9. What are the political economics as applied to energy governance in California? 

1.10.  Price caps should be used in times of increasing energy prices. (T/F) 

1.11. Compare and contrast energy regulation and greenhouse gas regulation. 

1.12. What is the future of electricity, natural gas and petroleum products for California? 

1.13. How does the state’s geology influence its energy infrastructure? What and where are its major energy sources? 

Do the locations create economic issues for the state, and if so, how? 

1.14. What are the market forms for energy in the state? Does this structure affect energy supply and demand in 

California?  

1.15. Where does the state’s natural gas come from today? In the future? Why? 

1.16. Describe the major methods for forecasting energy demand, including strengths and weaknesses. 

1.17. How does economics contribute to the methods for forecasting energy demand? 

2.  Electricity Demand Economics 

2.1  Compare and contrast the major methods of forecasting electricity and natural gas demand. 

2.2  Define -- and explain the economic principles behind the concept of -- dynamic pricing. 

2.3  What does “average weather” mean in electricity and natural gas demand forecasting? 

2.4  How does peak electricity demand relate to temperature? 

2.5  How does a shift to daylight saving time – and double daylight time – save electricity? 

2.6  What is the value of an electricity outage prevented and how is it determined? 

3.  Electricity Supply Economics 

3.1  What are the roles of natural gas and gas prices in electricity generation? 

3.2  Explain the economic principles behind the argument that California should embrace LNG. 

3.3  For a single-product monopoly with the usual U-shaped LRAC curve, is the range of output over 

which natural monopoly holds from zero to the output corresponding to minimum LRAC? Why or 

why not? 

3.4  Was the electricity industry behavior in 2000/01 like OPEC’s? 

3.5  What are the 3+ degrees of price discrimination and how are they applied in the electricity industry? 

3.6  What is the Averch-Johnson economic hypothesis and how does it affect the electric companies’ behavior? 

3.7  Compare and contrast simple cycle and combined cycle generation and explain why the difference matters. 

3.8  What are the economic dilemmas facing regulators, including rate regulation, incentives and performance? 

3.9  What is the load duration curve and how do the economics of power plant costs factor into the 

“loading order” of generation resources? 

3.10    What is the probability of a rotating outage (blackout caused by generation shortage) in California? 

3.11   Compare the electricity doughnut with the natural gas pipeline network. 

3.12    Have we reached peak natural gas? 

3.13     Nuclear energy is derived by the combustion of atoms of U235. (T/F) 

3.14    Was the California electricity sector ever deregulated? If so, how? If not, why not? 

3.15    What caused of the California Electricity Crisis of 2000/2001? 

3.16    Was the California electricity sector perfectly competitive after AB 1890? 

3.17    We are addicted to electricity. (T/F) 
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4.  Economics of Nonrenewable Resources 

4.1  Explain how the future values of resource supplies are compared to today’s. 

4.2  What is the Hotelling economics principle of supplying a nonrenewable resource, such as oil? 

4.3  Explain – mathematically, graphically and economically – the intertemporal (dynamic) supply-

demand equilibriums over time period t. 

4.4  Describe and graph the supply/demand model determination of the optimal amount of a nonrenewable 

resource to produce over two periods. 

4.5  Monopoly power tends to increase the rate of extraction of a nonrenewable resource. (T/F) 

4.6  What factors tend to increase, and which tend to decrease, the rate of extraction of a nonrenewable    

resource? 

4.7  What are the differences among “marginal user cost”, ‘rent”, “royalty” and “profit”? 

4.8  Typically, one resource will be exhausted and then its backup resource will be developed. (T/F) 

4.9  “Sustainability” conditions for nonrenewable energy resources is similar to those for biological 

resources. (T/F) 

 

 5.  Oil 

5.1  We are running out of oil, a finite resource, so we have to figure out what to do so that we don’t run out. 

(T/F) 

5.2  Why was the period from the mid 1930s to the early 1970s known as “The golden age of oil” and who was 

responsible for it? 

5.3  California must import most of the petroleum it refines. (T/F) 

5.4  Why is the market for crude oil more international than the market for natural gas? 

5.5  California refineries have excess capacity. (T/F) 

5.6  Derive the domestic demand for imported oil. 

5.7  What are the macroeconomic impacts of world oil price increases? 

5.8  Demand elasticity for gasoline is about the same as for electricity or natural gas. Why is that? 

5.9  How does the elasticity of the oil industry supply curve affect the welfare implications of price ceilings? 

5.10    Explain the basic economic drivers behind an oil cartel member’s incentive to cheat. 

5.11    Because of additional national security needs after 9/11, we should eliminate oil imports. (T/F) 

5.12    War is good for the oil industry. (T/F) 

5.13    How does an increase in the price of oil affect the U. S. macroeconomy? 

5.14 Explain the economic forces in the oil refining business andtheir effects on California gasoline prices at the 

pump. 

5.15 Derive the demand curve for OPEC oil. 

5.1.    Why does economic analysis explain why we won’t see more refineries? 

5.17   Explain the economics behind OPEC oil pricing. 

5.18    What are the economic and environmental issues in further oil development in California and the west? 

5.19    Why is California gasoline so expensive? 

5.20   What is prorationing of fossil fuels and what are its logical effects on oil (the extraction rate for example)? 

5.21    Explain the effects of a price ceiling on gasoline with random allocation. 

5.22    “We are addicted to oil.” – former President Bush  (T/F) 

 
6.   General 

6.1      What is the California energy structure and how does it work? 

6.2      Why is the California energy infrastructure the way it is? 

6.3      Explain how might terrorists best attack California energy and why they would do it that way.  

6.4      How would you recommend improving the energy structure for California? 

6.5     How are energy and global climate change related? What does this relationship mean for energy and 

          environmental regulation, if anything?  

6.6    Will new GHG reduction regulations affect the energy sector, and if so, how? 

6.7    How would an “America First” federal policy affect the energy sector?  

 

 

Interesting Energy Web Sites  
http://www.energy.ca.gov – California Energy Commission 

http://www.cpuc.ca.gov  – California Public Utilities Commission 

http://www.iea.org/  – International Energy Agency 

http://www.doe.gov/engine/content.do – U. S. Department of Energy 

http://www.eia.doe.gov/  – U.S. Energy Information Administration 

http://www.epa.gov/  – U.S. Environmental Protection Agency 

http://www.cpuc.ca.gov/
http://www.iea.org/
http://www.doe.gov/engine/content.do
http://www.eia.doe.gov/
http://www.epa.gov/
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http://www.heritage.org/Research/EnergyandEnvironment/BG1100.cfm  – The Heritage Foundation > 

Energizing America: A Blueprint for Deregulating the Electricity Market. 

http://www.pennwell.com 

Giant media company reports on many aspects of various and sundry energy topics and events 

http://platts.com 

Platt’s energy newsletter proclaims itself to be the world’s largest and most authoritative source of energy 

industry information and services. 

http://api.org 

American Petroleum Institute.  Paid for by Industry, but a good source of data. 

http://api-ep.api.org/economics/index.cfm?bitmask=002003002000000000 

API – Econ Data/Anal (for ex., hist gasoline prices: today + 100 year’s average. 

http://www.adventuresinenergy.org/interactive/main.swf\ 

Interactive oil industry program – everything from exploration to drilling.  Way cool. 

http://www.gasolineandyou.com/ 

Gasoline, Other Fuels and You – data, easy-to-follow explanations, perspective. 

http://www.oilhistory.com/ 

A fascinating, if eclectic collection of various historical happenings in the oil industry, starting with the very first 

recorded oil sample in 1850.  Well and conversationally written stories 

http://www.schoolscience.co.uk/petroleum/index.html 

Self-paced virtual and e-tours of refineries, describes the refining process using terms anyone can understand. 

http://www.shellus.com/welcome/history/pdf/StoryOfOil.pdf 

A simply great pamphlet that summarizes “Things Oil” in just a few pages, from millions of years ago to the 

“Seven Sisters” and guesses about the future.  A Must Read, if read you must. 

http://www.heritage.org/Research/EnergyandEnvironment/BG1100.cfm
http://www.pennwell.com/
http://platts.com/
http://api.org/
http://api-ep.api.org/economics/index.cfm?bitmask=002003002000000000
http://www.adventuresinenergy.org/interactive/main.swf/
http://www.gasolineandyou.com/
http://www.oilhistory.com/
http://www.schoolscience.co.uk/petroleum/index.html
http://www.shellus.com/welcome/history/pdf/StoryOfOil.pdf

