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Both problems should be answered.  They count equally in the evaluation. 

 

Problem 1 

1) A non-renewable resource can be extracted at zero costs. Describe the extraction path 

and the price path for a non-renewable resource under a competitive equilibrium when 

the market has the following features: 

i) the initial stock of the resource is known and equal to S 

ii) the interest rate is r 

iii) the demand for the resource is given by ( )D p , where p is the resource price. 

The function D has the properties that ( ) 0D p   for p b , ( ) 0D p   and 

'( ) 0D p   for p b . 

 

2) Compare the equilibrium in case 1 (i.e. the case above) with the case in which we 

instead of (i) have an initial resource stock equal to *S S . 

 

3) Compare the equilibrium in case 1 with the case in which we instead of (ii) have an 

interest rate equal to *r r . 

 

4) Compare the equilibrium in case 1 with the case in which we instead of (iii) have a 

demand function ( )E p  with similar properties as D (i.e. ( ) 0E p   for p b , 

( ) 0E p   and '( ) 0E p   for p b ), and where ( ) ( )E p D p  for p a  and 

( ) ( )E p D p  for a p b  , where the price a is larger than the initial equilibrium 

price for this case (i.e. (0)Ea p  where (0)Ep  is the price at the starting date of the 

period covered by the analysis for the case where the demand function is ( )E p ). 

 

 

Overleaf.. 



Problem 2 

Consider a fishery for which the stock of fish S has a natural growth G(S). 

1) Discuss the properties of the function G(S). 

2) Discuss how the catch of fish may depend on the fishing effort and the stock of the 

fish. 

3) Describe the dynamics and the long-run equilibrium of an open access fishery with 

zero profits. 

4) Discuss the possibility of the fish being exterminated (Norwegian: “utryddet”) in the 

long run, and what factors affect whether this will occur. 

 

 

 

 


