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Preface

Economic Foundations of Law and Organization, as the name suggests, provides an eco-
nomic explanation for law and organization and thus is appropriate for any course
dealing with these topics. It is meant as an introductory text, but the book contains
many ideas that are new and of interest even to those who are experts in the field.
Unlike other texts on the economic analysis of law, this text is not organized by legal
categories (property, torts, contracts, etc.) 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. Just as when learning
supply and demand one applies these curves to the market for oranges, beef, illegal
drugs, and marriage, rather than studying each of these markets in particular, the ideas
learned here cut across the standard legal categories. As a consequence, this book does
not give a complete picture of the law in any one area; indeed, it does not cover every-
thing that economists have said about any particular topic in the law. However, it does
provide a strong and cohesive explication of various economic ideas in the context of
interesting legal topics. As a result, this book could be called Microeconomics Made Inter-
esting and be used as a complement to standard texts in intermediate microeconomic
theory.

The pedagogical intent is to focus most chapters on a particular theoretical approach
so that the reader truly understands the underlying logic. The book employs both
formal logic and intuition so that the reader will find the argument compelling. I want
the reader to walk away with a clear understanding of the material, not just a vague idea
regarding the results. For example, I want the reader to have more than a vague idea that
negligence rules are good. I want readers to be able to demonstrate on their own that
the equilibrium outcome under a negligence rule is efficient. This is the key to how I
have written much of the book. For each chapter, the reader should be able to reproduce
the underlying logic of the chapter and apply it elsewhere. I do this by focusing on a
particular model of the world rather than bringing in lots of ideas at once. I make the
chapters short and to the point. When chapters are too long, students tend to read the
material quickly as if they are reading a novel rather than read carefully so that they
can reproduce the logic. When chapters cover too many ideas or too many alternative
models, students either conflate the models or just get a sense of the results rather than
a deeper understanding. Instead, I concentrate on the economic model that yields the
most insight into the legal issue.
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X PREFACE

Speaking of students, I would like to thank all of my students who suffered through
earlier versions of this book. It was their questions in class and mistakes on exams
that led me to simplify and clarify. I would also like to thank Judy Walsh who, as a
teaching assistant, gave me invaluable advice about writing when I first started on this
adventure.

Finally, ifyou want to discuss any issues raised in this book, [ am at wittman@ucsc.edu.
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