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Lecture outline 
 
Topic: Strategic relationships in resource markets 
 
Lecturer: Matti Liski 
 
Introduction: The lecture covers recent theoretical developments on strategic issues in 
resource markets. The starting point is the conceptual connection between the 
exhaustible-resource monopsony and durable-good monopoly problems. The latter is 
among the best-understood models of dynamic behavior in economics. The objective of 
the lecture is to cover the lessons from the durable-good theory for understanding the 
dynamic relationship between resource importers and sellers. These lessons prove useful in 
evaluating the effects of demand-side policies such as technology programs, subsidies to 
alternative energy, emissions taxes and quotas, and fuel tariffs on the supply side behavior 
in the resource markets. 
 
The lecture provides tools for studying the relevant applied questions in the field, and 
seeks to point out potential directions for further research. Methodologically, we consider 
two basic problems. The first is the dynamic leadership model where the strategic agent 
plays against the competitive market, e.g., the resource-importing countries designing 
policies to influence the behavior of resource sellers or, in the durable-good case, the 
monopoly choosing sales strategies to maximize revenue from the gradually depleting 
demand. This leadership problem can be approached using differential game methods, 
and this has been the traditional approach in resource economics. We explain the 
fundamental principles and also the problems of this method, and then proceed to a 
more standard extensive form game representation. 
 
The second methodologically distinct model is the bilateral dynamic bargaining model of 
resource use, where the main difference to the previous approach is that both sides of the 
market behave strategically. In this case, the connection to durable-goods can also be 
made, in particular when the seller has private information about the resource stock size. 
This approach has been used, e.g., to study the optimal design of  technology programs 
and fuel taxes when the seller side is monopolistic. 
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