
Lecture Notes
in Economics and
Mathematical Systems

Managing Editors: M. Beckmann and W. Krelle

200

The Resource Sector
in an Open Economy
With contributions by

K. Enders, E. Gerken, H. Herberg
N. Van Long, M. G. Porter, H. Siebert

FB Mathematik
TU Darmstadt

iiininiiiiiiiiii
58372218

-•--—- . Edited by Horst Siebert

—y%—i
- Fachbereich Mathematik
Technische Hochschule Darmstadt

Bibliothek

Springer-Verlag
Berlin Heidelberg New York Tokyo 1984



Contents

I. Allocation Policy in a Resource-Exporting Country 1

Horst Siebert

1. The Role of Resource Exports 1

2. The Impact of the Resource Sector on the Economy 3

3. Intertemporal Allocation 5

3.1 Intertemporal Optimality 5

3.2 Factors Influencing Intertemporal Supply 7

4. Some Policy Issues 10

II. On the Short-Run and Long-Run Effects of a Resource

Boom 17

Ngo Van Long

1. Introduction 17

2. Possible Causes of a Resource Boom 18

3. Short-Run Effects of a Resource Boom 20

3.1 Model 1: The Transfer-Equivalent Effect of a

Resource Boom 21

3.2 Model 2: The Direct Resource-Pull Effect of

an Export Boom 25

3.3 Model 3: Real Wage Inflexibility 29

4. Some Long-Run Considerations 39

5. Concluding Remarks 44

III. More on the Consequences of a Resource Boom and the

Cures of the Dutch Disease 47

Horst Herberg und Klaus Enders

1 . Introduction 47

2. The Model 51

2.1 Notation 51

2.2 Assumptions 52

2.3 Some Basic Relationships 57

3. Consequences of a Resource Boom 59

3.1 The Case of a Resource-Output Boom . 59

3.2 The Case of a Resource-Price Boom 64



VIII

4. Policies Against Adverse Boom Effects 72

4.1 Demand Policy 73

4.2 Wage Policy 74

4.3 Devaluation 79

4.4 Resource-Price Subsidy 81

4.5 Production-Cost Subsidy 82

4.6 Import Tariffs 85

5. Extensions and General Conclusions 90

IV. Taxation of the Australian Resource Sector 95

Michael G. Porter

1. Some Institutional Background 95

2. Mineral Profits, Taxation and Riskiness 101

3. Mineral Exports - Impact on other Sectors 104

4. Taxation and the Sale of Mineral Leases • 105

5. The Objectives of Taxation Policy 107

6. Auctioning of Leases versus Resource Taxation 110

7. Exhaustability and Taxation . 110

8. Bonanzas 112

9. The Northern Territory - The Proposed Mineral

Royalty Bill 113

10. Conclusion '• ' 114

V. Diversification and Stabilization in a Resource-

Exporting Country 11 7

Egbert Gerken

1. Introduction 11 7

2. Disturbances in a Small Commodity Exporting Country 120

2.1 The Case of Flexible Exchange Rates 120

2.2 The Case of Fixed Exchange Rates 121

2.3 Gains and Losses from a Diversification Policy 123

3. Analytical Framework 124

3.1 Sector Disaggregation 126

3.2 System of Equations 128

3.3 Experiments 130



IX

4. Results 132

4.1 Export Diversification 132

4.2 Instability under Flexible Exchange Rates 136

4.3 Opportunity Costs of Stabilization under

Fixed Exchange Rates 138

4.4 Instability under Fixed Exchange Rates 139

5. Summary and Conclusions 140

Author Index 156

Subject Index 158


