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Resources Production and Economic Growth: A Two-sector Ramsey Model
Wang Yusen' and Wang Yupeng’

(1:School of Economics,Renmin University of China;2;Institute of Huatai Securities )
Abstract; This paper develops a two—sector Ramsey model, which includes one energy resource
sector and one general products sector. It analyzes the effects of the energy resources production
difficulty, capital—intensive of natural resource sector, the monopoly pricing of the resource and
the external dependence of resources, on china’ s economic growth and social welfare. The
increase of the energy resources production difficulty is not conducive to improving the welfare of
the whole society and the short—term economic growth. It also found that there is U —shaped
relation between capital — intensive of natural resource sector and the welfare of society. The
monopoly pricing, including high and low monopoly pricing in resources sector, damages the
balanced allocation of domestic capital and labor between sectors, which further harms the short—
term economic growth and social welfare. The negative effects caused by monopoly low prices are
greater than that caused by high prices. If resources price always keeps domestic production cost
oriented pricing, the external dependence of resources would slow down the short—term economic
growth and the long term social welfare. However, these factors do not affect the long —term
economic growth.
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