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“In 1974, California water was cheap.” “By 1977, the state was in the midst of a great drought.” “After1973 the Arab-Israeli War, the middle-eastern oil spigot was shut off.” How the domestic oil producers did filled gap of oil lack? And “during jean craze, why would so many pay so much for so little?” During holiday seasons “producers try to predict what the shoppers want and what they’ll pay.” “Supply and demand: what sets the price?”     

David Schumacher and Richard T. Gill

Headlines read: Ford Sells Model T, Oil Industry booms, Stock Market Crashes, Depression Lingers, Farmer protest prices, FDR offers new deal, Labor strikes, War Economy booms, LBJ hails great society, Fed loosens supply, and Airlines deregulate. 

“Supply and demand: What sets the price?” 

Most American don’t mind the water because is there and there is enough. “But for what water does, there is no substitute. California’s drought in 1975 brought fires. 

Marin Resident, Sharon Mooney, recalls “when the rains didn’t come...people talked about preferring to have rain to sunshine.” “The next winter continued without rain.” For farmers water irrigation was cut back. “By March of 1977, the reservoir levels had fallen dramatically.”   

Don Neudeck, Chief of the California Drought Center, recalls, “to fly over and look at how the reservoirs were down.” “California was running out of water.” Marin County “was forced to begin rationing water.” “Each resident’s water was cut back.”  

Dietrich Stroeh, Former Manager, Marin Municipal Water District, people in the early seventies pleaded for more water but the county refused to address the issue. Sylvia Allen, Marin Resident, they didn’t want to send water to help us in the drought. “To reinforce the 46-gallon-per-day allotment, new water rates were imposed.” 

Pamela Lloyd, Former Board Member, Marin, Municipal Water District, if you used “more than allowed you’d be penalized very severely for it.” 

Kathy Bedilion, Marin Resident, there were signs promoting the conservation of water.

“Rising to the challenge, Marin Residents reduced their water consumption by 66%.”

Water is disregard until there is a scarcity or a shortage of. “One thousand gallons for person cost .60 - $1.00, in Marin neighborhood it was $500.”  

“Torrential rains in the final days of 1977 marked the drought’s end.” “For the next six years people conserved their water carefully.”  

Richard T Gill, a larger marginal utility occurs when there is not enough water so the little we have brings satisfaction. A lower marginal utility is when water is in abundance and it doesn’t bring as much satisfaction. “This is the law of diminishing Marginal Utility.”

After1973 the Arab-Israeli War, the middle-eastern oil spigot was shut off. “The price of oil was quadrupled. 

“America depended too much on foreign oil.” Ike Kerridge, Economist, Hughes Tool Company, “because of inflation 1965, the real price of oil was declining.” “There was less incentive to drill this activity declined by about 70%.” “The low point in was 1971 when fewer than 1,000 rigs ran in the US. 

William Rutter, Independent Oilman, “from ‘51 or ‘52 to ‘73, the dollar number was $3.25 for West Texas crude. “To curb inflation, price ceilings were set in 1971 by the Nixon administration.” 

James Schlesinger, First Secretary of Energy, if we’d attempted to control oil price based upon the assumption that a 15% rate of return there would have been no entrepreneurial activity to support this. “The control of price in a highly risky industry will destroy that industry.”   

“Oil found in1972 was free to follow the higher world price.” Sam Lefrak, Independent Oilman, he is “a NY city landlord declared war on O.P.E.C.” The incentives drove for more drilling and exploration. “This oil could add the nation’s reserve.”

“In 1975, President, Ford put a price ceiling on all domestic oil.” “This ...left us more dependent on imports.”

When Iran cut off our supply, “the price of oil in US more than doubled.” 

The decontrol of the price was because of the “the opportunity created by the fall of the SHAH, peoples and governments concern on the situation, the panic of the industry.” In “June 1979, President Jimmy Carter announced the gradual phase-out of controls on domestic oil.” 

When decontrol happened drilling resumed. “We were drilling annually about 2,000 wells in 1982 up to 4,500 wells.” “Independents accounted for 90% of domestic drilling.”

Law of Supply and Demand at the equilibrium price we are all conformed. But when there are higher prices or too much supply and not enough demand the prices fall. Like “In 1985 the price of oil plummeted.” When the supply of oil was less; the search for domestic oil increased based on incentives of profits. When prices are high people find ways to save either save water or and oil. High supply means higher prices in a stable economy the equilibrium price tells the price where supply and demand meets. 

People buy the designer jeans to stay in fashion and follow the fads. Joe Nakash, President of Jorache Enterprises, he went directly to consumers “with ads on TV, and consumers demanded them”

Erwin Ephron, Advertising Executive, Epstein, Rabby Advertising, Inc., “They fit much better on women than any jeans had before and they were affordable.”

John Wilcox, Apparel Management Consultant, Kurt Salmon Associates, said “it became very acceptable to wear jeans almost anywhere.” Much media went into promoting jeans and the amount of competition rise, Calvin Cline... “The price of cloth, fuel, and water are all influence by the law of Supply and Demand.”

