economic analysis of law

Decoding the Dollars: An Economic Analysis of Law

Introduction:

Have you ever wondered why laws are structured the way they are? Beyond the moral and ethical
considerations, a powerful force shapes legal systems: economics. Economic analysis of law (EAL)
isn't just about money; it's about understanding how incentives, costs, and benefits influence legal
decisions, the behavior of individuals and firms, and the overall efficiency of the legal system. This
comprehensive guide delves into the core principles of EAL, exploring its methodologies, applications,
and critiques. We'll examine key areas, from contract law and tort law to criminal justice and property
rights, demonstrating how economic models provide valuable insights into legal phenomena. Prepare
to see the law through a new, analytically rigorous lens.

1. The Core Principles of Economic Analysis of Law:

Economic analysis of law rests on several fundamental principles derived from microeconomic theory.
Firstly, it assumes that individuals are rational actors who seek to maximize their utility (satisfaction)
within the constraints imposed by the legal system. This rational choice theory underpins many EAL
models. Secondly, it emphasizes the importance of incentives. Laws, by setting the costs and benefits
of different actions, shape individual behavior. For instance, stricter environmental regulations
increase the cost of pollution, incentivizing firms to adopt cleaner technologies. Thirdly, EAL often
focuses on efficiency, frequently defined as Pareto efficiency (where no one can be made better off
without making someone else worse off) or Kaldor-Hicks efficiency (where the gains to winners
outweigh the losses to losers). By analyzing the efficiency implications of different legal rules, EAL
aims to identify those that best allocate resources.

1. Applying Economic Analysis to Contract Law:

Contract law provides a fertile ground for EAL. Economists analyze contracts as efficient mechanisms
for allocating risk and incentivizing performance. The concept of "efficient breach" highlights that
sometimes breaching a contract can be economically beneficial if the gains from breach exceed the
costs imposed on the other party. EAL examines the role of contract remedies (like damages or
specific performance) in deterring breaches and promoting efficient outcomes. The study of
incomplete contracts - where not all contingencies are explicitly addressed - also reveals the
importance of legal rules in filling gaps and mitigating information asymmetry.

1. Tort Law Through an Economic Lens:



Tort law, governing civil wrongs like negligence, provides another critical area of application for EAL.
The central question here is how legal rules can incentivize individuals to take appropriate levels of
care to avoid harming others. The economic analysis of negligence focuses on the cost-benefit
analysis inherent in deciding whether to take precautions. The concept of "hand rule" - balancing the
cost of prevention with the expected cost of an accident - guides the determination of negligence.
EAL also examines the role of liability rules (strict liability versus negligence) in achieving efficient
levels of safety.

1. Criminal Justice and the Economics of Crime:

The economics of crime examines the decision-making process of criminals, weighing the potential
benefits of criminal activity against the expected costs, including the probability of apprehension and
the severity of punishment. EAL models can be used to evaluate the effectiveness of different criminal
justice policies in deterring crime. For example, by analyzing the impact of increased police patrols or
harsher sentencing on crime rates, economists can provide valuable insights for policymakers. The
study also extends to the optimal allocation of resources within the criminal justice system,
considering factors like the costs of incarceration and the social costs of crime.

1. Property Rights and Resource Allocation:

Property rights are fundamental to a well-functioning market economy. EAL examines the economic
role of clearly defined and enforceable property rights in facilitating efficient resource allocation. The
Coase theorem, a cornerstone of EAL, suggests that, under certain conditions, the efficient allocation
of resources can be achieved regardless of the initial assignment of property rights, as long as
transaction costs are low. However, the theorem’s applicability is often limited by high transaction
costs, information asymmetries, and the possibility of holdout problems.

1. Criticisms and Limitations of Economic Analysis of Law:

While EAL provides a valuable framework for understanding legal phenomena, it faces several
criticisms. One major criticism is the assumption of perfect rationality, which may not accurately
reflect human behavior in complex legal contexts. Bounded rationality, cognitive biases, and
emotional factors can influence decision-making in ways that EAL models often overlook. Additionally,
EAL's focus on efficiency can sometimes overshadow other important values, such as fairness, justice,
and individual rights. Some argue that maximizing efficiency shouldn’t always be the primary goal of
the legal system.

1. The Evolution and Future of Economic Analysis of Law:



EAL continues to evolve, incorporating insights from behavioral economics, game theory, and other
fields. Behavioral law and economics, for example, explores the impact of cognitive biases and
psychological factors on legal decision-making. The increasing availability of large datasets and
sophisticated econometric techniques is also expanding the possibilities for empirical research in EAL.
The future of EAL likely lies in further integration with other social sciences and the development of
more nuanced models that capture the complexities of human behavior and social interactions within
the legal system.

1. A Sample Textbook Outline: "Economic Analysis of Law" by [Fictional Author] Professor Anya
Sharma

Introduction:

What is Economic Analysis of Law?

Core Principles and Methodology

The role of incentives and efficiency

Overview of key areas of application.

Chapter 1: Rational Choice and the Law:

Rational choice theory

Utility maximization and legal decision making
Behavioral economics and its challenges to the rational actor model
Chapter 2: Contract Law:

Efficient breach and contract remedies
Information asymmetry and incomplete contracts
Enforcement and contract design

Chapter 3: Tort Law:

Negligence and the Hand Rule

Strict liability versus negligence

Optimal levels of precaution

Chapter 4: Criminal Law and the Economics of Crime:
Deterrence and the optimal level of punishment
The economics of policing and law enforcement
Crime prevention strategies

Chapter 5: Property Rights and Resource Allocation:
The Coase Theorem and its limitations

Property rights and market efficiency

Intellectual property rights

Chapter 6: Antitrust Law:

Market power and efficiency

Monopoly and oligopoly pricing

Mergers and acquisitions

Chapter 7: Public Choice Theory and Regulation:
The role of interest groups

Regulatory capture and inefficiency

Optimal regulatory design

Conclusion:

Summary of key findings



Limitations and future directions of EAL
The ongoing debate over efficiency versus equity

1. FAQs on Economic Analysis of Law:

1. What is the difference between positive and normative EAL? Positive EAL describes how the law
is, while normative EAL prescribes how the law should be to maximize efficiency.

1. Is EAL only about maximizing profits? No, it's about maximizing overall welfare, which can
encompass various factors beyond monetary profit.

1. How does EAL account for fairness and justice? Critics argue it doesn’t adequately account for
these, focusing primarily on efficiency. However, some argue that efficiency can contribute to
fairness.

1. Can EAL predict the outcome of a specific legal case? No, it offers a framework for
understanding general trends and influences, not specific case predictions.

1. What are the limitations of the rational actor model in EAL? People are not always perfectly
rational; cognitive biases and emotional factors can significantly affect decisions.

1. How is game theory used in EAL? Game theory models strategic interactions between
individuals or firms, revealing how their choices influence outcomes in the context of legal rules.

1. What role does empirical evidence play in EAL? Empirical research, using statistical analysis of
real-world data, is crucial to test EAL theories and assess the effectiveness of legal rules.

1. How does EAL apply to international law? EAL can be applied to analyze international treaties,



trade agreements, and the effectiveness of international institutions.

. What are the ethical implications of using EAL to design legal systems? The focus on efficiency
might neglect considerations of fairness and social justice, raising ethical questions.

. Related Articles:

. The Coase Theorem and its Implications for Environmental Law: Discusses the application of the
Coase Theorem to environmental problems and its limitations in real-world scenarios.

. Behavioral Law and Economics: A Critical Review: Examines the challenges posed by behavioral
economics to traditional EAL and explores alternative models of human behavior in legal
contexts.

. The Economics of Crime Deterrence: A Meta-Analysis: Presents a comprehensive review of
empirical studies on the effectiveness of different crime deterrence strategies.

. Efficient Breach of Contract: A Re-evaluation: Provides a nuanced perspective on the concept of
efficient breach, considering various factors that can influence the outcome.

. The Role of Property Rights in Economic Development: Explores the link between secure
property rights and economic growth in developing countries.

. Game Theory and its Applications in Antitrust Law: Analyzes the use of game-theoretic models
to understand strategic behavior in competitive markets.



1. The Economics of Tort Liability: A Comparative Perspective: Compares different tort liability
systems and their implications for efficiency and fairness.

1. Public Choice Theory and the Design of Regulatory Agencies: Explores the challenges in
designing effective regulatory agencies that are not susceptible to regulatory capture.

1. The Impact of Legal Uncertainty on Investment Decisions: Examines how legal uncertainty can
negatively affect investment decisions and economic growth.

economic analysis of law: Foundations of Economic Analysis of Law Steven Shavell,
2009-07-01 What effects do laws have? Do individuals drive more cautiously, clear ice from
sidewalks more diligently, and commit fewer crimes because of the threat of legal sanctions? Do
corporations pollute less, market safer products, and obey contracts to avoid suit? And given the
effects of laws, which are socially best? Such questions about the influence and desirability of laws
have been investigated by legal scholars and economists in a new, rigorous, and systematic manner
since the 1970s. Their approach, which is called economic, is widely considered to be intellectually
compelling and to have revolutionized thinking about the law. In this book Steven Shavell provides
an in-depth analysis and synthesis of the economic approach to the building blocks of our legal
system, namely, property law, tort law, contract law, and criminal law. He also examines the
litigation process as well as welfare economics and morality. Aimed at a broad audience, this book
requires neither a legal background nor technical economics or mathematics to understand it.
Because of its breadth, analytical clarity, and general accessibility, it is likely to serve as a definitive
work in the economic analysis of law.

economic analysis of law: Efficiency Instead of Justice? Klaus Mathis, 2009-03-18 Economic
analysis of law is an interesting and challenging attempt to employ the concepts and reasoning
methods of modern economic theory so as to gain a deeper understanding of legal problems.
According to Richard A. Posner it is the role of the law to encourage market competition and, where
the market fails because transaction costs are too high, to simulate the result of competitive
markets. This would maximize economic efficiency and social wealth. In this work, the lawyer and
economist Klaus Mathis critically appraises Posner’s normative justification of the efficiency
paradigm from the perspective of the philosophy of law. Posner acknowledges the influences of
Adam Smith and Jeremy Bentham, whom he views as the founders of normative economics. He
subscribes to Smith’s faith in the market as an ideal allocation model, and to Bentham'’s ethical
consequentialism. Finally, aligning himself with John Rawls’s contract theory, he seeks to legitimize
his concept of wealth maximization with a consensus theory approach. In his interdisciplinary study,
the author points out the possibilities as well as the limits of economic analysis of law. It provides a
method of analysing the law which, while very helpful, is also rather specific. The efficiency
arguments therefore need to be incorporated into a process for resolving value conflicts. In a
democracy this must take place within the political decision-making process. In this clearly written
work, Klaus Mathis succeeds in making even non-economists more aware of the economic aspects of
the law.

economic analysis of law: Foundations of Economic Analysis of Law Steven Shavell,



2004-03-15 What effects do laws have? Do individuals drive more cautiously, clear ice from
sidewalks more diligently, and commit fewer crimes because of the threat of legal sanctions? Do
corporations pollute less, market safer products, and obey contracts to avoid suit? And given the
effects of laws, which are socially best? Such questions about the influence and desirability of laws
have been investigated by legal scholars and economists in a new, rigorous, and systematic manner
since the 1970s. Their approach, which is called economic, is widely considered to be intellectually
compelling and to have revolutionized thinking about the law. In this book Steven Shavell provides
an in-depth analysis and synthesis of the economic approach to the building blocks of our legal
system, namely, property law, tort law, contract law, and criminal law. He also examines the
litigation process as well as welfare economics and morality. Aimed at a broad audience, this book
requires neither a legal background nor technical economics or mathematics to understand it.
Because of its breadth, analytical clarity, and general accessibility, it is likely to serve as a definitive
work in the economic analysis of law.

economic analysis of law: Law and Economics Robert Cooter, Thomas Ulen, 2000 Provides
students with a method for applying economic analysis to the study of legal rules and institutions.
Four key areas of law are covered: property; contracts; torts; and crime and punishment. Added
examples and cases help to clarify economic applications further.

economic analysis of law: Economic Analysis of Accident Law Steven Shavell, 2007-03-31
Accident law, if properly designed, is capable of reducing the incidence of mishaps by making people
act more cautiously. Since the 1960s, a group of legal scholars and economists have focused on
identifying the effects of accident law on people's behavior. Steven Shavell’s book is the definitive
synthesis of research to date in this new field.

economic analysis of law: The Economic Analysis of Civil Law Schafer, Hans-Bernd, Ott,
Claus, 2022-01-25 This comprehensive textbook provides a thorough guide to the economic analysis
of law, with a particular focus on civil law systems. It encapsulates a structured analysis and
nuanced evaluation of norms and legal policies, using the tools of economic theory.

economic analysis of law: Economic Analysis of Law Richard A. Posner, 2003 This classic
casebook earned its position as the preeminent work in the field by teaching generations of students
the meaning and methods of economic analysis. The Sixth Edition continues to cover every aspect of
economic analysis of the law--from common, business, and public International Law to public market
regulation, evidence, and the economic theory of democracy.These distinctive features make
Economic Analyis of Law such a bestseller: - author Richard A. Posner is a pioneer in law and
economics analysis - comprehensive coverage of all key areas, from common law to the constitution -
lucid, and user-friendly writing and organization to makes the study of economics more accessible -
non-quantitative approach does not assume or require any prior knowledge of mathematics or
economics - part and chapter organization is based on legal--not economic--concepts - excellent
topical coverage stimulates class discussion - end-of-chapter sections extend learning through
problems and suggested further readingsRevised and updated for its Sixth Edition, the casebook
now offers: - new coverage in areas such as evidence, intellectual property, public International Law,
and the economics of presidential pardons - chapters on antitrust and taxation that have been
extensively revised - responses to all questions and problems in the Teacher's ManualLet your
students learn economic analysis from the expert who set the standard through his definitive
reference, Posner's Economic Analysis of Law, Sixth Edition.

economic analysis of law: Economic Analysis of the Arbitrator’s Function Bruno Guandalini,
2020-06-16 Economic Analysis of the Arbitrator’s Function Bruno Guandalini Arbitration has become
an important market, where arbitrators are rational economic agents maximizing their utility.
Although this is self-evident, it is rarely discussed. This penetrating book is the first to
comprehensively analyze the market for arbitrators and arbitrators’ economic role within it. In great
depth, the author tackles such salient issues as the following: effect of perceived inefficiencies and
high costs on arbitration legitimacy; alleged commercialization of the arbitrator’s function; possible
ethical problem raised by financial remuneration for rendering justice; what motivates a person to




arbitrate; market for arbitrators’ functioning and failures, providing a better understanding of how
actors could behave in such a specific market; structural and artificial entry barriers; effect of an
arbitrator’s strategic behavior on the arbitrator’s function; limitations on an arbitrator’s rationality;
and preventing and correcting these limitations. Numerous references to customs and procedures in
major arbitral jurisdictions and to international laws and conventions affecting the efficiency of the
arbitrator’s function are included. Pursuing a non-prescriptive analysis, the author draws on the
discipline of law and economics, rational choice theory, behavioral economics, and psychological
work on bounded rationality. Understanding the arbitrator’s function as a legal institution that is
influenced by the market, this pioneer in developing and systematizing the study of the market for
arbitrators and how it works will prove of inestimable value to all stakeholders in the arbitration
market. Arbitrators, policymakers, regulators, and academics will be enabled to open the way to a
more efficient market for arbitrators and betterment in arbitration worldwide.

economic analysis of law: Economic Analysis of Property Rights Yoram Barzel, 1997-04-13
This is a study of the way individuals organise the use of resources in order to maximise the value of
their economic rights over these resources.

economic analysis of law: Economic Analysis of Law Richard A. Posner, 2011 Economic
Analysis of Law, Eighth Edition, written by the pioneer in law and economics analysis, Richard A.
Posner, remains the classic text in its field. This lucid, comprehensive casebook covers every aspect
of the economic analysis of the law, including the common law, public regulation of the market,
business organizations and financial markets, the distribution of income and wealth, the legal
process, and the Constitution and the federal system. The Eighth Edition has been substantially
revised to take into account current events, including the continuing economic crisis, the
re-emerging field of organization economics, and recent work by the author and others on judicial
behavior. The this preeminent casebook continues to offer Coverage of the legal-economic
perspective on all key areas, from common law to the constitution. Accessible, lucid, and
user-friendly writing and organization: Non-quantitative approach does not assume or require prior
knowledge of economics or mathematics Part and chapter organization are based on legal, not
economic, concepts End-of-chapter sections reinforce and extend learning with problems and
suggested further readings. The Eighth Edition has been updated and revised to reflect current
economic realities: The continuing economic crisis, which began in September 2008, has led to a
reexamination of some of the tenets of economics manifested in previous editions. These changes
are found primarily in the following chapters: Chapter 1, The Nature of Economic Reasoning
Chapter 13, The Choice Between Regulation and Common Law Chapter 14, Corporations, Secured
and Unsecured Financing, Bankruptcy Chapter 15, Financial Markets In Chapter 14, Corporations,
Secured and Unsecured Financing, Bankruptcy, changes have been incorporated based on the
re-emerging field of organization economics. Substantial changes to reflect recent work by the
author and others on judicial behavior are evident in Chapter 19, The Market, the Adversary System,
and the Legislative Process as Methods of Resource Allocation. Significant changes have also been
made in the following chapters: Chapter 3, Property Chapter 4, Contract Rights and Remedies
Chapter 17, Taxation Chapter 21, Civil and Criminal Procedure

economic analysis of law: Law and Economics of Regulation Klaus Mathis, Avishalom Tor,
2021-04-24 This book explores current issues regarding the regulation of various economic sectors,
theoretically and empirically, discussing both neoclassical and behavioural economics approaches to
regulation. Regulation has become one of the main determinants of modern economies, and virtually
every sector is subject to general laws and regulations as well as specific rules and standards. A
traditional argument to justify regulatory interventions is the promotion of public interests. Fixing
markets that lack competition, balancing information asymmetries, internalising externalities,
mitigating systemic risks, and protecting consumers from irrational behaviour are frequently
invoked to complement the invisible hand of the market with the visible hand of the state.However,
regulations can lead to unintended consequences, and serve the interests of powerful private
interest groups rather than the public interest and social welfare. In addition, new insights from



behavioural economics question the traditional regulatory approaches, most prominently in attitudes
towards consumers. Furthermore, digitalisation and technological innovation in general present new
challenges in terms of both the type of regulation and the regulatory process.Part I of this book
discusses various theoretical approaches to the economic analysis of regulations, while Part II looks
at specific applications of the law and economics of regulation.

economic analysis of law: An Economic Analysis of Public Law George Dellis, 2021-03-26
This original and insightful book considers the ways in which public law, which emphasises legality
(the Demos), and economics, a science oriented towards the markets (the Agora), intertwine.
Throughout, George Dellis argues that the concepts of legality and efficiency should not be
perceived separately.

economic analysis of law: Law and Economics Margaret Oppenheimer, Nicholas Mercuro,
2015-06-01 The economic analysis of legal and regulatory issues need not be limited to the
neoclassical economic approach. The expert contributors to this work employ a variety of heterodox
legal-economic theories to address a broad range of legal issues. They demonstrate how these
various approaches can lead to very different conclusions concerning the role of the law and legal
intervention in a wide array of contexts. The schools of thought and methodologies represented here
include institutional economics, new institutional economics, socio-economics, social economics,
behavioral economics, game theory, feminist economics, Rawlsian economics, radical economics,
Austrian economics, and personalist economics. The legal and regulatory issues examined include
anti-trust and competition, corporate governance, the environment and natural resources, land use
and property rights, unions and collective bargaining, welfare benefits, work-time regulation and
standards, sexual harassment in the workplace, obligations of employers and employees to each
other, crime, torts, and even the structure of government. Each contributor brings a different
emphasis and provides thoughtful, sometimes provocative analysis and conclusions. Together, these
heterodox insights will provide valuable supplementary reading for courses in law and economics as
well as public policy and business courses at both the graduate and undergraduate levels.

economic analysis of law: The Future of Law and Economics Guido Calabresi, 2016-01-28
In a concise, compelling argument, one of the founders and most influential advocates of the law and
economics movement divides the subject into two separate areas, which he identifies with Jeremy
Bentham and John Stuart Mill. The first, Benthamite, strain, “economic analysis of law,” examines
the legal system in the light of economic theory and shows how economics might render law more
effective. The second strain, law and economics, gives equal status to law, and explores how the
more realistic, less theoretical discipline of law can lead to improvements in economic theory. It is
the latter approach that Judge Calabresi advocates, in a series of eloquent, thoughtful essays that
will appeal to students and scholars alike.

economic analysis of law: Behavioral Law and Economics Eyal Zamir, Doron Teichman,
2018 In the past few decades, economic analysis of law has been challenged by a growing body of
experimental and empirical studies that attest to prevalent and systematic deviations from the
assumptions of economic rationality. While the findings on bounded rationality and heuristics and
biases were initially perceived as antithetical to standard economic and legal-economic analysis,
over time they have been largely integrated into mainstream economic analysis, including economic
analysis of law. Moreover, the impact of behavioral insights has long since transcended purely
economic analysis of law: in recent years, the behavioral movement has become one of the most
influential developments in legal scholarship in general. Behavioral Law and Economics offers a
state-of-the-art overview of the field. Eyal Zamir and Doron Teichman survey the entire body of
psychological research that lies at the basis of behavioral analysis of law, and critically evaluate the
core methodological questions of this area of research. Following this, the book discusses the
fundamental normative questions stemming from the psychological findings on bounded rationality,
and explores their implications for setting the law's goals and designing the means to attain them.
The book then provides a systematic and critical examination of the contributions of behavioral
studies to all major fields of law including: property, contracts, consumer protection, torts,



corporate, securities regulation, antitrust, administrative, constitutional, international, criminal, and
evidence law, as well as to the behavior of key players in the legal arena: litigants and judicial
decision-makers.

economic analysis of law: The Economics of Justice Richard A. Posner, 1983-08-16 Posner
uses economic analysis to probe justice and efficiency, primitive law, privacy, and the constitutional
regulation of racial discrimination.

economic analysis of law: Economic Analysis for Lawyers Henry N. Butler, Christopher R.
Drahozal, 2006 The purpose of this casebook is to teach the principles of microeconomics. Economic
Analysis for Lawyers presumes no prior training in economics and uses the same building block
approach that is found in most microeconomics principles textbooks that are used in undergraduate
economics classes. This book includes excerpted cases and other materials that illustrates the
applicability of the economic principles to legal disputes and public policy issues. Fundamental
principles are introduced in the first four chapters. Subsequent chapters build on these
fundamentals by adding a detailed and sophisticated analysis in the general areas of monopoly,
externalities, information, labor markets, risk, organizational economics, and financial economics.
The result is a thorough introduction to the principles of microeconomics.

economic analysis of law: Roman Law and Economics Giuseppe Dari-Mattiacci, Dennis P.
Kehoe, 2020 Ancient Rome is the only society in the history of the western world whose legal
profession evolved autonomously, distinct and separate from institutions of political and religious
power. Roman legal thought has left behind an enduring legacy and exerted enormous influence on
the shaping of modern legal frameworks and systems, but its own genesis and context pose their
own explanatory problems. The economic analysis of Roman law has enormous untapped potential in
this regard: by exploring the intersecting perspectives of legal history, economic history, and the
economic analysis of law, the two volumes of Roman Law and Economics are able to offer a uniquely
interdisciplinary examination of the origins of Roman legal institutions, their functions, and their
evolution over a period of more than 1000 years, in response to changes in the underlying economic
activities that those institutions regulated. Volume I explores these legal institutions and
organizations in detail, from the constitution of the Roman Republic to the management of business
in the Empire, while Volume II covers the concepts of exchange, ownership, and disputes, analysing
the detailed workings of credit, property, and slavery, among others. Throughout each volume,
contributions from specialists in legal and economic history, law, and legal theory are underpinned
by rigorous analysis drawing on modern empirical and theoretical techniques and methodologies
borrowed from economics. In demonstrating how these can be fruitfully applied to the study of
ancient societies, with due deference to the historical context, Roman Law and Economics opens up
a host of new avenues of research for scholars and students in each of these fields and in the social
sciences more broadly, offering new ways in which different modes of enquiry can connect with and
inform each other.

economic analysis of law: Words, Objects and Events in Economics Peter Rona, Laszl6
Zsolnai, Agnieszka Wincewicz-Price, 2020-09-03 This open access book examines from a variety of
perspectives the disappearance of moral content and ethical judgment from the models employed in
the formulation of modern economic theory, and some of the papers contain important proposals
about how moral judgment could be reintroduced in economic theory. The chapters collected in this
volume result from the favorable reception of the first volume of the Virtues in Economics series and
represent further contributions to the themes set out in that volume: (i) examining the philosophical
and methodological fallacies of this turn in modern economic theory that the removal of the moral
motivation of economic agents from modern economic theory has entailed; and (ii) proposing a
return descriptive economics as the means with which the moral content of economic life could be
restored in economic theory. This book is of interest to researchers and students of the methodology
of economics, ethics, philosophers concerned with agency and economists who build economic
models that rest in the intention of the agent.

economic analysis of law: The Rise of Law and Economics George L. Priest, 2020-03-03



This is a history—though, intentionally, a brief history—of the rise of law and economics as a field of
thought in the U.S. college and law school academy, though the field has expanded to Europe and
South America and will expand further as other legal systems develop. This book explains the origins
of the field and the sources of its growth during its formative period. It describes the intellectual
roots of the field, and the field’s relationship to the understanding of the role of the legal system in
directing the functioning of the economy. It describes the effect of the Great Depression and the
expansion of governmental power on advancing the functional approach. The book then addresses
the work of Aaron Director, during the late 1950s, on focusing economic analysis as a means of
understanding the effects of the legal and regulatory system on the allocation of resources in the
society. Then it turns to the subsequent intellectual founders of the field—Ronald Coase, Guido
Calabresi, and Richard Posner—and attempts to explain the significance of their work. It also
discusses the efforts of Robert Bork and Henry Manne toward the influence of law and economics on
public policy. The book ends with the founding of the American Law and Economics Association in
1991. This is an essential companion to law and economics texts for undergraduate law and
economic students and, especially, a general supplement to first-year casebooks for law school
students.

economic analysis of law: Limited Liability Stephen M. Bainbridge, M. Todd Henderson,
2016-09-30 The modern corporation has become central to our society. The key feature of the
corporation that makes it such an attractive form of human collaboration is its limited liability. This
book explores how, by allowing those who form the corporation to limit their downside risk and
personal liability to only the amount they invest, there is the opportunity for more risks taken at a
lower cost.

economic analysis of law: The Economic Structure of Corporate Law Frank H. Easterbrook,
Daniel R. Fischel, 1996-02-01 The authors argue that the rules and practices of corporate law mimic
contractual provisions that parties would reach if they bargained about every contingency at zero
cost and flawlessly enforced their agreements. But bargaining and enforcement are costly, and
corporate law provides the rules and an enforcement mechanism that govern relations among those
who commit their capital to such ventures. The authors work out the reasons for supposing that this
is the exclusive function of corporate law and the implications of this perspective.

economic analysis of law: Economic Principles of Law Cento G. Veljanovski, 2007-05-31
Economic Principles of Law, first published in 2007, applies economics to the doctrines, rules and
remedies of the common law. In plain English and using non-technical analysis, it offers an
introduction and exposition of the 'economic approach' to law - one of the most exciting and vibrant
fields of legal scholarship and applied economics. Beginning with a brief history of the field, it sets
out the basic economic concepts useful to lawyers, and applies these to assess the core areas of the
common law - property, contract, tort and crime - with particular emphasis on their doctrinal
structure and remedies. This is done using leading cases drawn from the birthplace of the common
law (England & Wales) and other common law jurisdictions. The book serves as a primer to the
wider use of economics which has become increasingly important for law students, lawyers,
legislators, regulators and those concerned with our legal system generally.

economic analysis of law: Energy Law and Economics Klaus Mathis, Bruce R. Huber,
2018-04-19 This book offers an edited volume for all readers who wish to gain an in-depth grasp of
the economic analysis of recent developments in energy law and policy in Europe and the United
States. In response to waning resources and heightened environmental awareness, many countries
are now seeking to redefine their energy mix. Several energy sources are available: coal and oil,
natural gas, and a variety of renewables. Yet which of them are capable of addressing core
energy-related concerns? Reliability, security, affordability, fairness, and sustainability all have to be
taken into account. Further, once a target mix has been identified, two challenges remain for legal
scholars: what role does the law play in achieving a specified energy mix, and, how can the law best
fulfill that role? The essential energy concerns are just as important in defining the way we shape
our energy mix as they are in defining the mix itself. An example of current challenges in energy law



and policy can be seen in the pursuit by the German and Swiss governments of the so-called
“Energiewende” (energy transition). These policies are intended to enable the transition from a
non-sustainable use of fossil and nuclear energy to a more sustainable approach based on renewable
energies. On the one hand, the goal is to achieve a decarbonization of the energy economy by
reducing the use of fossil energy sources such as petroleum, carbon and natural gas. On the other,
and in response to the Fukushima nuclear accident, a phase out is intended to eliminate the dangers
of nuclear technologies. Achieving these goals poses tremendous challenges for the two countries’
energy policies - partly because the energy transition will not only affect energy production, but also
energy consumption. From a Law and Economics perspective, a number of questions arise: to what
extent is it justifiable to rely on markets and continued technological innovation, especially with
regard to the present exploitation of scarce resources? To what extent is it necessary for states to
intervene in energy markets? Regulatory instruments are available to create and maintain more
sustainable societies: command and control regulations, restraints, Pigovian taxes, emission
certificates, nudging policies, and more. If regulation in a certain legal field is necessary, which
policies and methods will most effectively spur the sustainable consumption and production of
energy in order to protect the environment while mitigating any potential negative impacts on
economic development? Do neoclassical and behavioural economics provide us with a suitable
framework for predicting the market’s complex reactions to a changing energy policy? This book
provides theoretical insights as well as empirical findings in order to answer these vital questions.

economic analysis of law: Economic Analysis and Infrastructure Investment Edward L.
Glaeser, James M. Poterba, 2021-11-11 Policy-makers often call for expanding public spending on
infrastructure, which includes a broad range of investments from roads and bridges to digital
networks that will expand access to high-speed broadband. Some point to near-term
macro-economic benefits and job creation, others focus on long-term effects on productivity and
economic growth. This volume explores the links between infrastructure spending and economic
outcomes, as well as key economic issues in the funding and management of infrastructure projects.
It draws together research studies that describe the short-run stimulus effects of infrastructure
spending, develop new estimates of the stock of U.S. infrastructure capital, and explore the
incentive aspects of public-private partnerships (PPPs). A salient issue is the treatment of risk in
evaluating publicly-funded infrastructure projects and in connection with PPPs. The goal of the
volume is to provide a reference for researchers seeking to expand research on infrastructure
issues, and for policy-makers tasked with determining the appropriate level of infrastructure
spending--

economic analysis of law: Consumer Law and Economics Klaus Mathis, Avishalom Tor,
2020-08-31 This edited volume covers the challenges currently faced by consumer law in Europe and
the United States, ranging from fundamental theoretical questions, such as what goals consumer
law should pursue, to practical questions raised by disclosure requirements, the General Data
Protection Regulation and technology advancements. With governments around the world enacting
powerful new regulations concerning consumers, consumer law has become an important topic in
the economic analysis of law. Intended to protect consumers, these regulations typically seek to do
so by giving them tools to make better decisions, or by limiting the consequences of their bad
decisions. Legal scholars are divided, however, regarding the efficacy and effects of these
regulations; some call for certain policies to be abolished, while others support a regulatory
expansion.

economic analysis of law: Economic Analysis of Tort Law Malabika Pal, 2019-09-02 This book
looks at the negligence concept of tort law and studies the efficiency issue arising from the
determination of negligence. It does so by scrutinizing actual court decisions from three common
law jurisdictions - Britain, India and the United States of America. This volume fills a very significant
gap, scrutinizing 52 landmark judgments from these three countries, by focussing on the negligent
affliction of economic loss determined by common law courts and how these findings relate to the
existing theoretical literature. By doing so, it examines the formalization of legal concepts in theory,



primarily the question of negligence determination and liability, and their centrality in theories
concerning tort law. This book will be very helpful for students, professors and practitioners of law,
jurisprudence and legal theory. It will additionally be of use to researchers and academics interested
in law and economics, procedure and legal history.

economic analysis of law: Comparative Law and Economics the late Theodore Eisenberg,
Giovanni B. Ramello, 2016-02-26 Contemporary law and economics has greatly expanded its scope of
inquiry as well as its sphere of influence. By focussing specifically on a comparative approach, this
Handbook offers new insights for developing current law and economics research. It also provides
stimuli for further research, exploring the idea that the comparative method offers a valuable way to
enrich law and economics scholarship. With contributions from leading scholars from around the
world, the Handbook sets the context by examining the past, present and future of comparative law
and economics before addressing this approach to specific issues within the fields of intellectual
property, competition, contracts, torts, judicial behaviour, tax, property law, energy markets,
regulation and environmental agreements. This topical Handbook will be of great interest and value
to scholars and postgraduate students of law and economics, looking for new directions in their
research. It will also be a useful reference to policymakers and those working at an institutional
level.

economic analysis of law: An Introduction to Law and Economics A. Mitchell Polinsky,
2018-07-17 Distinguished by brevity, lucid writing, and well-chosen examples, An Introduction to
Law and Economics, now in its Fifth Edition, focuses on a set of core topics that include property,
contracts, torts, criminal law, and litigation. Avoiding specialized jargon and mathematics, Polinsky
teaches students how to think like an economist and understand legal issues from an economic
perspective. New to the Fifth Edition: A streamlining of the products liability chapter A revised
discussion of the redistributive effects of legal rules to reflect more recent scholarship on this topic
The addition of several other refinements in the text and in new footnotes An updated bibliography
Professors and students will benefit from: Solid coverage of relevant economic principles A
normative approach that illustrates how to assess legal rules and policies in terms of economic and
social goals Clear explanations of concepts

economic analysis of law: Economic Foundations of Law and Organization Donald Wittman,
2006-06-26 This book serves as a compact introduction to the economic analysis of law and
organization. At the same time it covers a broad spectrum of issues. It is aimed at undergraduate
economics students who are interested in law and organization, law students who want to know the
economic basis for the law, and students in business and public policy schools who want to
understand the economic approach to law and organization. The book covers such diverse topics as
bankruptcy rules, corporate law, sports rules, the organization of Congress, federalism, intellectual
property, crime, accident law, and insurance. Unlike other texts on the economic analysis of law, this
text is not organized by legal categories but by economic theory. The purpose of the book is to
develop economic intuition and theory to a sufficient degree so that one can apply the ideas to a
variety of areas in law and organization.

economic analysis of law: Law and Economics in Europe Klaus Mathis, 2013-11-11 This
anthology illustrates how law and economics is developing in Europe and what opportunities and
problems - both in general and specific legal fields - are associated with this approach within the
legal traditions of European countries. The first part illuminates the differences in the development
and reception of the economic analysis of law in the American Common Law system and in the
continental European Civil Law system. The second part focuses on the different ways of thinking of
lawyers and economists, which clash in economic analysis of law. The third part is devoted to legal
transplants, which often accompany the reception of law and economics from the United States.
Finally, the fourth part focuses on the role economic analysis plays in the law of the European Union.
This anthology with its 14 essays from young European legal scholars is an important milestone in
establishing a European law and economics culture and tradition.

economic analysis of law: Law's Order David D. Friedman, 2000 Publisher Fact Sheet




Examines the relationship between economics & the law.

economic analysis of law: The Law and Economics of Intellectual Property in the Digital Age
Niva Elkin-Koren, Eli Salzberger, 2012-11-27 This book explores the economic analysis of
intellectual property law, with a special emphasis on the Law and Economics of informational goods
in light of the past decade’s technological revolution. In recent years there has been massive growth
in the Law and Economics literature focusing on intellectual property, on both normative and
positive levels of analysis. The economic approach to intellectual property is often described as a
monolithic, coherent approach that may differ only as it is applied to a particular case. Yet the
growing literature of Law and Economics in intellectual property does not speak in one voice. The
economic discourse used in legal scholarship and in policy-making encompasses several strands,
each reflecting a fundamentally different approach to the economics of informational works, and
each grounded in a different ideology or methodological paradigm. This book delineates the various
economic approaches taken and analyzes their tenets. It maps the fundamental concepts and the
theoretical foundation of current economic analysis of intellectual property law, in order to fully
understand the ramifications of using economic analysis of law in policy making. In so doing, one
begins to appreciate the limitations of the current frameworks in confronting the challenges of the
information revolution. The book addresses the fundamental adjustments in the methodology and
underlying assumptions that must be employed in order for the economic approach to remain a
useful analytical framework for addressing IPR in the information age.

economic analysis of law: Encyclopedia of Law and Economics Jurgen Georg Backhaus,
2018-02-15 Law and Economics deals with the economic analysis of legal relations, legal provisions,
laws and regulations and is a research field which has a long tradition in economics. It was lost after
the expulsion of some of the leading economists from Germany during 1933 to 1938, but then
revived in Chicago. Both the subject of Law of Economics and the need for a concise Encyclopedia is
particularly relevant in Europe today. Currently in the European Union there are several different
legal cultures: the Anglo-Saxon legal framework, the German legal framework, which for example
also includes Greece, and the Roman legal family—three jurisdictions which have to be covered with
one and the same theory. In the EU, the task of the European Commission to interact with the
various European jurisdictions means different legal cultures collaborating and some degree of
harmonization is necessary. The result is an immediate need, if only for the science, to show how a
given problem is solved in each legal tradition and jurisdiction. This Encyclopedia provides both a
common language and precise definitions in the field, which will be useful in the future to avoid
misunderstandings during harmonization of EU Law

economic analysis of law: Introduction to Economic Analysis R. Preston McAfee, 2009-09-24
This book presents introductory economics material using standard mathematical tools, including
calculus. It is designed for a relatively sophisticated undergraduate who has not taken a basic
university course in economics. The book can easily serve as an intermediate microeconomics text.
The focus of this book is on the conceptual tools. Contents: 1) What is Economics? 2) Supply and
Demand. 3) The US Economy. 4) Producer Theory. 5) Consumer Theory. 6) Market Imperfections. 7)
Strategic Behavior.

economic analysis of law: Foundations of the Economic Approach to Law , 2006

economic analysis of law: Corporate Law and Economic Analysis Lucian Arye Bebchuk,
1990-10-26 The past decade has brought certain corporate transactions and arrangements to the
forefront of public attention and debate. At the same time, a new mode of corporate law analysis has
been developed--one that uses economics to identify the consequences and desirable features of
corporate law rules. This collection of papers uses economic analysis to study some of the main
issues in corporate law. By collecting work at the frontier of this method of analysis, the volume
provides a clear picture of the power, current state, and future direction of the economic analysis of
corporate law. Written by some of the most prominent contributors to the field, many of the papers
focus directly on the corporate control transactions that have attracted much interest and
controversy in the past decade--corporate takeovers, buyouts, recapitalizations, and reorganizations.



economic analysis of law: Economic Analysis of Contract Law Sugata Bag, 2018-01-24 This
book examines the main issues arising in economic analysis of contract law with special attention
given to the incomplete contracts. It discusses both the main features of contract law as they relate
to the problem of economic exchange, and how the relevant legal rules and the institutions can be
analysed from an economic perspective. Evaluate the welfare impacts, analyses the effects and the
desirability of different breach remedies and examines the optimal incentive structure of
party-designed liquidated damages under the different dimensions of informational asymmetry.
Overall the book aims to contribute to the legal debate over the adoption of the specific breach
remedies when the breach victim’s expectation interest is difficult to assess, and to the debate over
courts' reluctance to implement large penalties in the event of breach of contracts.

economic analysis of law: New Developments in Competition Law and Economics Klaus
Mathis, Avishalom Tor, 2019-03-18 This book further develops both the traditional and the
behavioural approach to competition law, and applies these approaches to a variety of timely issues.
It discusses several fundamental questions regarding competition law and economics, and explores
the applications of competition law and economics. In turn, the book analyses the interplay of
intellectual property rights and patents in various aspects of competition law, and investigates the
impacts that developments in information technology, such as big data analytics, have on
competition law. The book also discusses the impact of energy law reforms on energy markets from
a competition law perspective. Competition law is a classic field of economic analysis. This is largely
due to the fact that competition law uses terms such as market, price, and competition and must
therefore rely on economic know-how and analyses. In the United States, economic analysis has
greatly influenced not just the scholarship on antitrust law, but also judicial decisions and agency
enforcement. Antitrust law and economics are based on the traditional paradigm of neoclassical
economics, which relies on the assumption that the market players, i.e. consumers and producers,
are rational. This approach to competition law was later received in Europe under the banner of a
“more economic approach”. For the past two decades, behavioural law and economics, which seeks
to generate better insights into legal phenomena by providing more realistic psychological
foundations for economic models, and to offer a multitude of applications in legislation and legal
adjudication, has challenged the traditional economic approach to law in general and, more recently,
to competition law specifically.

economic analysis of law: Economic Analysis of the Digital Economy Avi Goldfarb, Shane
M. Greenstein, Catherine Tucker, 2015-05-08 There is a small and growing literature that explores
the impact of digitization in a variety of contexts, but its economic consequences, surprisingly,
remain poorly understood. This volume aims to set the agenda for research in the economics of
digitization, with each chapter identifying a promising area of research. Economics of Digitization
identifies urgent topics with research already underway that warrant further exploration from
economists. In addition to the growing importance of digitization itself, digital technologies have
some features that suggest that many well-studied economic models may not apply and, indeed, so
many aspects of the digital economy throw normal economics in a loop. Economics of Digitization
will be one of the first to focus on the economic implications of digitization and to bring together
leading scholars in the economics of digitization to explore emerging research.
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