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ECON4925 Resource economics, Autumn 2009
Lecture 5: Non-renewable resources: Non-competitive markets, uncertainty

Non-competitive markets
The main focus will be on the case in which a monopolist owns the resource. The extraction path is compared with the competitive equilibrium (= the social optimum).

This is covered in Perman sec 15.4, 15.5, but not very satisfactorily.
We shall restrict ourselves to the simple case of a unit extraction cost and a fixed amount of the resource. We shall consider three special cases:

1) Constant demand elasticity, zero extraction costs

2) Constant demand elasticity, positive extraction costs

3) Non-constant demand elasticity, zero extraction costs

We will not have time to go through the article by Salant, but I will probably give a brief sketch of it.
Uncertainty
· Types of uncertainty

· Resource stock

· Costs

· Prices

· Types of comparisons

· The social optimum with and without uncertainty

· Equivalence between social optimum and competitive equilibrium, will this still hold under uncertainty?

Detailed discussion of uncertainty regarding the size of the resource stock and of future costs. See Hoel 1978 (Bell Journal) and Hoel 1983. (Read the 1978 article first.)






























