
Why fixing energy policy is so difficult 
 

Everyone would like to fix the US energy policy, but doing so is almost impossible, in 

my view, primarily because we need to be planning for a much bigger change than 

most people can even imagine. 

It seems to me that our international financial system is at this point, inching closer 

and closer to collapse. It needs growth to operate. Now that world oil supplies are 

virtually flat (and China and India and oil exporters are getting more of the oil), the 

financial system can’t get enough growth momentum. The US has applied various 

sleight of hand techniques to try to cover this problem (see my post What’s Behind US 

Budget Problems?), but at some time in the not too distant future, the techniques are 

going to stop working, and there is going to be a major financial crash, with debt 

defaults. This could happen when QE2 ends, or maybe QE3, QE4, or QE5. The timing 

may vary by country, with some countries holding out for a while longer. 

The reason I point this out is because after such a crash, as far as I can see, everything 

is going to go downhill quickly. This is a graph of my view of one such scenario of oil 

supplies, if a country that imports all its oil undergoes such a collapse: 

 

Figure 1. Type of drop in oil consumption that could occur, if a country gets shut out 

from buying oil because of debt problems. 
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The point is that the oil consumption goes down very quickly, not over a period of 

many years, because the decline in supply is determined by something quite different 

from what oil is in the ground–it is determined by ability to pay for the oil. A potential 

buyer can be cut off very quickly, if its credit is no good. We have gotten used to the 

idea of being able to keep running a tab, but at some point, this whole process is likely 

to come to a halt–something that can’t go on forever, won’t. Some international trade 

may continue, especially when a country has goods to trade for oil (rather than an IOU), 

but the level of free trade we have now can’t be expected to continue indefinitely. 

The problem I see with a collapse scenario is that a plan that uses less oil and tries to 

make it go farther really isn’t helpful. Thus, a gas tax, or cap-and-trade, or fuel-

efficient cars, or more fossil fuel extenders like wind and solar PV really aren’t helpful. 

Instead, we need to put our effort into figuring out how we would get along 

without fossil fuels and nuclear, rather than get along with less. Arguably, we may have 

some supply for a while, but if we do, we need to use it to help with the transition, not 

to expect such supply to continue forever. This is the big problem I have with energy 

policies and transition plans–they assume we are planning for a slow decline, when it is 

likely that we will not have such a decline. 

In the case of an oil producer rather than an oil importer, perhaps the situation is 

better, but even here, there is a question of how much will continue to be produced, if 

there is major political upheaval. We know that the USSR broke up at the time of its 

collapse. There would seem to be a substantial chance of that happening elsewhere. 

Everyone would like to add new and more complex systems to help–for example, more 

wind with upgraded transmission systems, smart grids, and electric cars. As nice as 

these might seem, the new systems become more and more complex, and more 

dependent on everything working together exactly correctly. As we lose ability to 

import spare parts, they will become very difficult to maintain, and will likely collapse 

within a few years. While they seem appealing, I don’t think they will add very much for 

very long. 

Moving to a new system will require a lot of other changes: 

1. A different financial system, that is not dependent on debt and growth. 

2. More even distribution of incomes. With much less wealth, it won’t make sense for a 

few to have such a disproportionate share. 

3. More even distribution of land. Without fossil fuels, it will not be possible to farm 

nearly as large plots. This also goes with more even distribution of wealth. 



Changes such as these would be very difficult to make within our current structure. But 

without making such changes as well, it is hard to see that the new system would 

work. 

In a post a while ago, I explained some of the things that seem to me to need to be 

done. I called the post, What President Obama Should Have Said Regarding Energy 

Policy. I don’t know that there is a real way that we can make major changes, without 

actually hitting a financial wall first. Perhaps a few people can work on such changes, 

and implement their own local versions of them. 

 

 

Source: http://ourfiniteworld.com/2011/04/25/why-fixing-energy-policy-is-so-

difficult/ 

http://ourfiniteworld.com/2011/04/01/what-president-obama-should-have-said-regarding-energy-policy/
http://ourfiniteworld.com/2011/04/01/what-president-obama-should-have-said-regarding-energy-policy/

