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Economics 380

Spring 2008

Lab Report/Homework #3

Due: April 17, 2008

1.  You are the sole resource manager of a fishery that has a carrying capacity of 70 fish; you have the task of managing it to maximize profits for an infinite time horizon (or a very long time). Total annual harvest may not exceed 60 fish, as the last 10 are very difficult to find and it would cost too much to do so. The total number of fish that are not harvested will double after each round. Assume that the discount rate is zero (i.e., you treat each time period as equally valuable when you start the first round.) As the manager, you will determine how many fish will be harvested in each round.

Profits
	Round
	Sole Manager
	Open Access
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	5
	
	

	Total
	
	



a. As the sole manager, how many fish would you harvest in each round to maximize your total harvest for an infinite time horizon? Write down the harvest for the first 5 time periods in the table.

b. Now assume that this same fishery was harvested by two fishermen who do not communicate and who each assume the other will harvest as much as possible (open-access situation). What do you expect would be the total harvest in the first five rounds under this scenario? Total the five period profits and compare to the sole manager solution.


c. How does your answer to part (a) compare to the Maximum Sustainable Yield (MSY)?   Does this surprise you?
2.
In general, explain why the optimal economic yield will not be at MSY when fishing costs are considered.
3.  In the “Open Access” candy fishing game that we played in class, the average number of candy fish harvested in the second and third round was 0.50 fish per fisherperson per round. For the “Open Access with Equipment Restrictions” the average number of candy fish harvested was 0.55 fish per fisherperson per round and in the “Common Pool” situation, it was 1.68 fish per fisherperson per round.


a. Were the lower catch rates associated with the two “Open Access” situations expected?


b. To compute these catch rate numbers, I asked you to report only your catch rates from the second two rounds of fishing for the open access cases. Why did I think these would be the more relevant to focus on when considering what the Open Access fishery would look like in the long run?   

c. If economic profit increased with scenario 2 (capital restrictions) why would economic theory predict that eventually any additional profits might be either partially or fully dissipated?


d. Did the Common Pool situation produce a more efficient fishery? Why didn’t this happen in the two Open Access cases?

e. To compute the catch rates associated with the Common Pool situation, I asked you to report only your catch rates from the FIRST two rounds of fishing. Why did I think these would be the most relevant when considering the long run catch rates achievable with a Common Pool resource?
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f. Do you think the fact that everyone was stuffed with chocolate by the time we played the Common Pool round had anything to do with the fact that no one “cheated” in that game? (No need to answer, this is rhetorical).

