ECON 166 
Final Exam
INSTRUCTIONS:  Complete the Certification below.  Answer any 3 questions in section A, any 3 questions in section B, any 2 questions in Section C, and one of the questions in Section D. (See the Special Note concerning Section D below.)  Do not answer any more than the required number of questions in each section.  TOTAL POINTS ON THE EXAM = 100.  Point values in each section are:  5 points each in Section A, 10 points each in Section B, 15 points each in Section C, and 25 points for the question in Section D. You can spend the entire amount of time until the exam is due to complete it, but I expect that most people will be able to complete the exam in about two hours.
RESOURCES:  You can consult your book, notes, the library, or the internet.  You cannot consult with another person.  If you have questions about any aspect of the exam, get in touch with me by email at econ166@gmail.com. 

FILE NAMING CONVENTION: When you save your completed exam, you should name the file starting with your last name.  For example, Smith_ECON_166_Exam_1.doc. You should also fill in your name in the yellow-highlighted area below.

COMPLETING THE EXAM:  You can write your answers directly into the MS Word document and return the completed exam as an attachment to email, or you can copy-and-paste your completed exam into the body of an email.  See the Special Note concerning Section D (which may also affect your answer to questions in other sections.)
CERTIFICATION:  I certify that I have not received any unauthorized assistance in completing this exam. ______________(indicate with an “X”).

NAME:  _____________________
Return completed exam by email to econ166@gmail.com no later than 5pm, Thurs, Dec 15. 
Section A. Answer any 3 questions (5 points each). Generally, questions in this section can be answered in 3-5 sentences (plus any graphs you may wish to add).
A.1. Briefly define the indirect utility function.

A.2. Briefly define and describe the Samuelson Condition.
A.3. Briefly define and describe free riding.
A.4. Briefly define and describe a dominant strategy in a two person game.
A.5. Briefly describe the Mills-Muth housing model.
A.6. Briefly describe the monocentric city model.
A.7. Briefly describe land use zoning.
Section B. Answer any 3 questions (10 points each). Generally, questions in this section can be answered in 5-7 sentences, plus and graphs you may wish to add.
B.1. What is a numeraire good? How can you tell by looking at a budget constraint whether there is a numeraire good and which good is a numeraire good?

B.2. What conditions must be satisfied for a multijurisdictional equilbirum? Briefly explain each condition.
B.3. Illustrate and explain the individually optimal tax-expenditure package.
B.4. How are property taxes represented in the budget constraint of a household?
B.5. Illustrate and explain a hedonic equilibrium involving an offer curve and a bid curve.
Section C. Answer any 2 questions (15 points each). Generally, questions in this section can be answered in 1-3 paragraphs (each paragraph consisting of about 5-7 sentences).  Answers are not judged on length.  You only need to answer the questions that are asked.
C.1. Analytically, what is the difference between cash grants and housing vouchers? Explain your answer using graphs.

C.2. Can differences between hedonic prices be interpreted as willingness-to-pay for differences in characteristics?  Why or why not?
C.3. What can cause a bid rent function to look like the FINAL EXAM FIGURE?
C.4. Illustrate and explain a hedonic curve involving equilibria among heterogeneous buyers and heterogeneous producers.
Section D. Answer 1 of the following questions (25 points). Generally, questions in this section can be answered in 1-3 paragraphs (each paragraph consisting of about 5-7 sentences) plus any graphs.  Answers are not judged on length.  You only need to answer the questions that are asked.
D.1. Suppose a municipal agency has a fixed budget to subsidize refurbishment of housing in a large municipality. Explain which of the following strategies would lead to higher tax revenues for the municipality in the medium run (five to seven years).  Your answer should reflect economic concepts discussed in the course, including scale economies, externalities, households’ “voting with their feet” and such additional considerations as you think are relevant.
D.2. In some areas (like San Jose) school districts are politically independent of the municipal administration.  In other areas (for example, New York City) the city administration (the mayor’s office) has taken over control of the schools from independent school districts directed by elected school boards. What are the advantages and disadvantages of such an arrangement based on your understanding of the main concepts of urban economics and public finance discussed in the course?

D.3. What empirical evidence is there that people have different preferences over tax-expenditure packages? If you answered this question for the extra credit assignment you can give exactly the same answer as for that assignment.
