Benefit-Cost
Outline of Topics Covered for Midterm No. 2
April 10, 2000

Note: Thisisthe outline for the whole course. Items not covered on Midterm No. 2 are
crossed out, with items that are covered (in the left column only) circled.

iii. Government procurement

V. Using Distorted M arkets
a Externalities
b. Marketsthat do not clear

VI.Valuation over Time (Discounting)
a. Rationale for discounting
b. General formula
C. Specia Cases
i. Constant payment, infinite
time
il. Constant payment finite time
ii. Paymentsthat decay at
constant rate
iv. Paymentsthat appreciate at
constant rate
d. Inflation

VIl. Uncertainty
a. Expected value
b. Certainty equivalent
c. Expected utility

VIII. Valuing Thingsthat Have No

“Using M arketsto Evaluate M arkets
Benefits and Costs a. Vaueof Life
a Basics of markets and i. Discounted Future Earnings
consumer/producer surplus ii. Required Compensation
i. Information requirements b. Capital Values
iii. Calculating changes from i.  What they include
elasticities il. Hedonic regression
iv. Solving for market c. Vaueof Time
equilibrium
I X.1ncome Redistribution
a. Leaky Bucket Ratio
b. Weighted Benefits and Costs

Public good that lo



