
Index

abortion, 286–287
administrative agencies, 40
affirmative action, 146, 311, 342
agent, 332
airline over-booking, 91
annuities, 200–202
appellate courts, 106
arbitration, 247
Arrow impossibility theorem, 46–47,

50
art subsidies, 43–44

bank runs, 53
bankruptcy law, 68–69
collective action and, 53
game theory and, 56
options and, 236
wealth redistribution and, 92

behavioralism, 38
Bell Curve, The (Murray-Herrnstein),

301
bid-ask spreads, 214, 215, 216
Black-Scholes-Merton formula, 231–232
bluffs, 112
bond rating agencies, 54
Borda ballots, 45–47, 49, 333
Arrow’s impossibility theorem and,
46–47

cycling problem and, 46–47
manipulation, susceptbility to, 47
preferences, intensity of, 47

bounded rationality, 38, 57, 59
Coasean irrelevance and, 115
financial disclosure laws and, 59–61
gambling and, 61, 64–65
game theory and, 56
insider trading and, 214
learning mechanisms and, 63–66

options markets and, 63
paternalism and, 61

Brinig, Margaret, 285
Brownian motion
fractals and, 319
normal distributions and, 319
option-pricing and, 230, 319

call options, 227
expected payout formula, 230–231
in the money, 246
nearest at-the-money calls, 246
out of the money, 246
payouts, graph of, 228–229
on production costs, 245–246, 247

call option pricing formula, 231–234
counter-intuitive lessons of, 234
fractals and, 319
graph of, 232–233
parameters of, 232
risk and, 232–233

Capital Asset Pricing Model, 197
arbitrage and, 206–207, 209
assumptions in, 207–208
beta coefficients and, 203–205, 206
capital market line, 207–208, 209
corporate restructurings and, 221
dividends and, 209
earnings forecasts and, 212
estimating securities’ returns, 210
expected payouts and, 206
financial disclosure laws and, 211, 212
game-theoretic foundation of, 213
inputs to, 206
interest rates and, 206, 207, 208–209
linear regression and, 203–205
market microstructure approach. See
market microstructure approach

369

© Cambridge University Press www.cambridge.org

Cambridge University Press
0521826810 - Principles and Methods of Law and Economics: Basic Tools for Normative
Reasoning
Nicholas L. Georgakopoulos
Index
More information

http://www.cambridge.org/0521826810
http://www.cambridge.org
http://www.cambridge.org


370 Index

Capital Asset Pricing Model (cont.)
market rate of return and, 206
normative implication of, 211
price-earnings ratios and, 210–211
regulations following from, 211
significance of, 205
systemic risk and, 205
taxes and, 207, 208, 209
transaction costs and, 207, 208
valuation methods and, 211. See also
valuation methods

car insurance, 92
cellular automata, 315
chi-tests, 288, 294–295, 298
citation conventions, 6
civic republicanism, 39, 42, 68
law & economics perspective and,
42

participation bias and, 42–43
perfectionism and, 43–44

Coasean irrelevance, 17, 34, 95, 96, 112
asymmetric risk-preferences and, 99
bounded rationality and, 115
contract law and, 114
counterfactual construct of, 95
counterintuitiveness of, 98
double-distortion argument, 121
environmental laws and, 99
failure of, 99, 121
fairness norms and, 122–123
fence example, 97–98, 122
insider trading and, 214
invariance principle, 96–97
jurists use of, 98
litigation costs and, 107
manager-owner divergent interests
and, 125–126

Meinhard v. Salmon, 95–96
negotiation tactics and, 99. See also
negotiation hold-out tactics

normative reasoning and, 110–111
property rights and, 114
for revealing imperfections, 98
risk-aversion and, 115, 125–126
tax policy and, 121
transaction costs and, 97–99, 107, 114.

See also transaction costs
voting systems and, 124
wealth redistribution and, 99, 120

collective action
bank runs and, 53
bankruptcy law and, 53
costly information and, 53–54
environmental problems and, 53

legal system as a development of,
124–126

market solutions to, 54
natural resource economics and, 53
political participation and, 43
public choice theory and, 50
See also game theory

comparative advantage principle, 40–41
compounding, 200–202, 231
spreadsheets and, 255, 257

computer communication protocols, 55
conditional probabilities, 161, 171–173
racial-profiling and, 164–165
See also probability trees

condom use, 58
constitutional protections, 59
Consumer Reports, 54
contingent claims, 234
contract enforcement, 247
contract law
arbitration clauses and, 247
Coasean irrelevance and, 114
game theory and, 56
option theory and, 244–247
prisoner’s dilemma game, 53, 68
production-costs volatility and, 246
transaction costs and, 114
See also property rights

contractarianism, 25, 29
Nozick’s argument, 27
Rawls and, 26

convex-concave functions, 137–138
cooperation games, 51, 333
coordination games, contrasted, 55
legal scholarship on, 55–56
norms for, 54
See also prisoner’s dilemma

coordination games, 51, 333
cooperation games contrasted, 55
hawk-dove game, 56
pre-announcement mechanisms, 55
road driving-side, 54, 334

corporate limited liability, 28, 195
corporate restructurings, 221
costly information, collective action and,

53–54
cover purchase, 245
cramdowns, 240
crime rates
abortion laws and, 286–287
concealed handgun laws and, 285–286,
303

police per person and, 298–308
criminal defence funds, 108–109
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cumulative distribution functions. See
distribution functions

cycling votes, 40, 49
Borda ballots and, 46–47
impossibility theorem and, 46–47

debt v. equity holder interests, 235.
See also bankruptcy law;
reorganizations

density functions. See probability density
functions

deontic logic, 12
unable to cope with surprises, 13

derivatives, 225
with contingent obligations. See
options

defined, 334
financial v. commodity, 226
futures and, 226, 227
risk and, 226–227

derivatives, of mathematical functions,
146, 334

differential equations, 129, 146
legal applications and, 146, 148
Mathematica and, 147, 149, 151–152
time functions and, 147

discounting, 197, 199, 220
yield curves, 221

distribution functions, 175, 176, 333,
334

assumptions in, 178
capitalization notation, 179
continuous, 175–176, 177
density functions and, 176, 179–180.

See also probability density functions
discrete, 175–176, 177
features of, 178–179
generalizability and, 175, 176
role of, 165
statistics and, 287
traffic speeding laws and, 188
See also specific kinds

diversification, 203, 205
idiosyncratic v. systemic risks, 203

dividends, signaling function of, 209
divorce, no-fault, 285
Donahue, John, 286–287
double-distortion argument, 87, 89, 92–93

earnings forecasts, 212
East India Company, 124–126
economic analysis
applications emphasis of, 30
distinguishing features of, 29

future-orientation of, 34
incentives and, 30
moral relativity, avoidance of, 30
preferences and, 31
realism of, 38
rule proliferation and, 34

economic analysis of law
certainty of normative conclusions in,
12

as a consequentialist theory, 22–23
deferential attitude of, 23
evolving nature of, 4
as flexible, non-interventionist, 24
importing methodological innovations
into, 315

legal system ideals and, 21
pragmatism and, 23
promotion of social welfare and, 21
as toolkit, not moral philosophy, 3–4

economic modeling, 129
affirmative action and, 146
applications, 142
assumptions, relaxation of, 140–141
differential equations and. See
differential equations

endogeneous variables, 134,
136–137

exogenous variables, 134, 136–137
expected values and, 159
functions for, 131
gains from, 144–145
gambling and, 150–152
generalizability and, 141–142, 159
human motivation and, 130–131
idioms of, 131
individual preferences and, 140
legal scepticism toward, 130–131
Meinhard v. Salmon, 129–130
negligence models. See negligence
models

“normalizing to 1,” 138
normative analysis and, 140–141
notation for, 131–133
optimization and. See optimization
parentheses, use of, 134
physics models and, 141
risk-aversion and, 150–152
simplification and, 130–131, 140
stochastic variables, 134, 137
symbols in, 131–133
transportation and, 140–141
uses of, 135
validity arguments and, 135, 140–141
See also derivatives; optimization
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economic thinking
Coasean irrelevance and, 120
focus on total product, 120
inductive reasoning and, 135–136
legal thinking, contrasted, 120, 135–136

economic writing, 131, 133–135
agency term, 136
calculus and, 137–138
first equations of model, 140
parentheses, use of, 136
“second order condition holds,”
138–139

economics
moral philosophy and, 20
moral preferences and, 20

efficiency, of the common law, 64–66
egalitarian intuitions, 72–73
environmental laws
bottle-laws, 91
Coasean irrelevance and, 99
collective action and, 53

ethnic warfare, 58
evolutionary theory, 80, 315, 320
fairness norms and, 123

Excel program
graphics for, 262–266
installation CD files, 269, 271
See also spreadsheets

expected values, 171–173
defined, 158
economic modeling and, 159
probability and, 155

F-tests, 288, 334
confidence levels and, 302
regression methods and, 300, 302, 305

fairness norms, 122–123
family law, 31, 285
Federal Communications Commission,

41
Federal Deposit Insurance Corporation,

53
fiduciary obligations
debt-equity holder differences and, 235
Meinhard v. Salmon, 18
narrow v. broad construal, 18

finance theory, 197
clear reasons for actions in, 198
incentives and, 198
law & economics and, 198
Meinhard v. Salmon and, 197–198
valuation methods. See valuation
methods

See also market microstructure
approach

financial disclosure laws, 54, 68, 212
bounded rationality and, 59–61
Capital Asset Pricing Model and, 211

financial statements, 211
firm make-or-buy decisions, 96
firm-market boundary separation, 96
firm size, 96
flowcharts, 170–171
food labeling laws, 61, 68
formal logic
draws inescapable conclusions, 15
incentives and, 14
normative reasoning contrasted, 11, 13
syllogisms v. arguments, 15
See also deontic logic

formalism, 25, 34–35
fractals, 315, 317
citation patterns and, 319
legal evolution and, 319

gambling
bounded rationality and, 61, 64–65
economic modeling, 150–152
probabilities-skill and, 63
taxes and, 64–65
See also probability theory

game theory, 50, 335
bounded rationality and, 56
cooperation games. See cooperation
games

coordination games. See coordination
games

legal scholarship on, 55
mediation-litigation decisions and
mixed strategies, 51
Nash equilibria, 51
norms and, 56
political philosophy and, 37
probabilistic strategies, 51
public choice analysis and, 38
pure-motive games, 51
pure-strategy equilibria, 51
repeated games, 51
See also bounded rationality

gangs, 57–58
gun laws, 285–286, 303

Holmes’ “bad man’s law” principle,
80–81

ideals, 1
innovation
in contracts, 119
economic analysis of law and, 315
in legal thinking, 1
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risk-aversion and, 119
spread of, 317

insider trading, 360
lone trader condition, 218–219
penultimate trades, 217
regulations covering, 214
trade sizes, 217–219

insurance, 119
integration, constant of, 180

joint stock companies, 124–125
Justinian codification, 28

Kaplow, Louis, 23–24, 74

labor unions, 54
law & economics
books on, 4
burden of proof and, 12
civic republicanism and, 42
finance theory and, 198
ideals behind, 23
importance of, 3
incentives and, 198
methodology of, 3, 12
normative focus of, 12
pragmatism and, 23
social preferences, 25, 29
welfarism and, 23
See also economic analysis of law

law enforcement, precision of
corporate veil-piercing and, 195
preferences, distribution of, 194,
195

vs. penalty-size, 188, 355
legal decision-making process, 1
methods, 1
principles, 1
proposals, 1

legal evolution, 106, 319
bounded rationality and, 63–66
feedback-learning mechanisms,
63–66

See also efficiency of the common law
legal interpretations, consistency of,

106
legal-process theory, 39
administrative agencies and, 40

legal systems
collective action and, 124–126
common-law v. civil law, 106, 107
design of, 105
evolution of, 319
historical development of corporate
law, 124–126

judicial activism in, 106, 107
litigation costs and, 105
precedents, adherence to, 106–107
transaction costs and, 105
updating-the-law function of courts,
106–107

legal thinking
Coasean irrelevance and, 120
consequences and, 1
deductive reasoning and, 135–136
economic thinking, contrasted, 120,
135–136

innovations in, 1
legislatures, 106–107
liquidated damages, 245–246
litigation costs
Coasean irrelevance and, 107
legal system design and, 105
normative implications for, 107
social benefits from, 105
transaction costs and, 105, 107

litigation, duration of
logit regression, 289, 308–309,

310
lognormal distributions, 186–187
density function of, 231
Mathematica and, 230
options and, 186–187, 229–231, 233

LOJACK stolen vehicle recovery system,
286

Lott, John, 285–286, 303, 312

majority rule, 37–38, 66–67, 123–124
cycling problem. See cycling
demand-revealing processes and, 48–49
fence example, 123
indeterminancy of, 39
inefficiencies of, 39
minority voters and, 39

manager-owner conflicts of interests,
125–126

market indexes, 203, 204
market microstructure approach, 213
insider trading and. See insider trading
normative applications of, 214
savings-consumption decisions and,
213

trades, classifications of, 213–214
Mathematica, 200–202, 217
differential equations and, 147, 149,
151–152

graphics using, 262
lognormal distributions and, 230
notebook files of, 339
option theory and, 248
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McAdams, Richard, 56
McCarthyism, 58–59
median, 288
mediation-litigation decisions
Meinhard v. Salmon, 323
Coasean irrelevance and, 95–96
economic modeling and, 129–130
finance and, 197
mathematical modeling and, 129–130
moral philosophy and, 20
normative reasoning and, 11–12
political philosophy and, 37–38
political v. economic analysis, 37–38
options, derivatives and, 225
probability theory and, 154–155,
166–174

wealth redistribution and, 72–73, 90
See also specific topics

models
multi-dimensional, 195
See also economic modeling

modes, 288
moral philosophy
act-utilitarianism, 21–23
derived ideals, 27
derived ideals, from external sources,
25

derived preferences, 27
deriving ideals, from existing rules, 25
designing the law according to, 21
economics and, 20
essentialism and, 22–23
hedonism, 21–23
Meinhard v. Salmon and, 20
pragmatism, 23, 29
preference-utilitarianism, 21–23
preferences, educability of, 33
rule-utilitarianism, 21–23
social welfare v., 20
stoicism, 25
teleology, 22–23
See also specific philosophies

natural resource economics
collective action and, 53
game theory and, 56
prisoner’s dilemma game, 68

negligence models, 141–142
cost-of-injury function, 145
optimization and, 143

negotiation hold-out tactics, 112
buyer-seller asymmetry and,
113–114

fence example, 112–115

generalizability and, 115
legal response to, 114
number of bargains, 114, 115
policy implications of, 115
society-level consequences, 113
transaction costs and, 114–115

New Kind of Science, A (Wolfram), 315
normal distributions, 186, 287–288
Brownian motion and, 319
derivation of, 347
formula for, 187–188
fractals and, 319
generalizability of, 186
triangular distribution approximation
of, 187–191

normative reasoning, 97, 335
conclusions not truth-valued, 12
consequences premise of, 16
draws qualified conclusions, 15
economic modeling and, 140–141
formal logic and, 11
future-orientation of, 16, 173–174
informal syllogisms in, 15
legal decision-making process and, 16
litigation costs and, 107
Meinhard v. Salmon and, 11–12
probabilistic syllogisms, contrasted, 16
probability theory and, 166
syllogisms imperfectly specified, 15
See also specific topics

norms, social, 38, 57
Coasean irrelevance and, 122–123
cooperation games and, 54
defined
fairness. See fairness norms
game theory and, 56
gang-bravado problem, 57–58
police cooperation and, 58
post-hoc explanatory nature of, 58
signaling model for, 58–59

optimization, 129
insider trading and, 214, 216–218
negligence models and, 143

options, 225
arbitration clauses and, 247
bankruptcy and, 236
bounded rationality and, 63
call options. See call options
contract enforceability, 247
contract law and, 244–247
derivatives and, 226
expiration dates for, 229
lognormal distributions and, 186–187
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Mathematica and, 248
Meinhard v. Salmon and, 225–226
obligation-freedom difference and,
225

put options. See put options
real vs. financial, 244
reorganizations and, 240
risk and, 229
riskless rate and, 231
speedy legal procedures and, 247
strike price, 227–228
trigger contingency for

options, pricing of, 227
Brownian motion and, 230
lognormal distributions for, 229–231
normative implications of, 234
premise of, 230
riskless rate and, 229
See also specific types, call, put

paternalism
bounded rationality and, 61, 66

Pentium III chips, 249, 281
percentiles, 288
perfectionism theory, 39, 43
civic republicanism and, 43–44

Pinto cars, 156
police forces, affirmative action in, 311
political theory, 38
game theory and, 37
legal-process. See legal-process theory
majority rule. See majority rule
Meinhard v. Salmon, 37–38
perfectionism. See perfectionism
theory

political participation, 43. See also civic
republicanism

political v. economic analysis
Meinhard v. Salmon, 37–38

Posner, Eric, 58–59, 64
Posner, Richard, 18, 23–24, 58
PowerPoint program, 262
preferences, social, 38–39
price-earnings ratios, 210–211
prisoner’s dilemma game, 51, 336
contract law and, 53, 68
legal scholarship on, 55–56
natural resource economics and, 68
standard form of, 52

probabilities
expectation and, 155
Pinto cars, 156
tables for, limitations of, 162–163
uncertainty and, 156

probability density functions
arithmetic means of, 180–181
bell curves, 176, 178, 179
continuous, 180–181
discrete, 180
distribution functions and, 176,
179–180

histograms, 179, 180
integration, limits of, 181

probability theory, 137
basic, 154
derivatives and. See derivatives
distribution functions. See distribution
functions

expected values. See expected values
gambling, 155
generalizability and, 159
human interactions and, 155
insider trading and, 214
Meinhard v. Salmon and, 154–155,
166–174

normative analysis and, 166, 173–174
options and. See options
origins of, 155
uncertainty and, 164–165

probability trees, 163, 164–165, 170–171,
175

probit regression, 289, 308–310
production costs, volatility of, 246
Prohibition era, 66
propaganda, 58
property rights, 79, 80
Coasean irrelevance and, 114
scarcity, and the develoment of, 124
suppose society has none, 123–124
transaction costs and, 114

public choice theory, 38
collective action and, 50
demand-revealing processes and, 50
game theory and, 38
voting systems and, 50

public education, 43–44
public-housing subsidies, 93
put options, 227
path-dependency and, 234
payouts graph, 228–229
pricing of, 234
put-call parity method, 234

quartiles, 288

race-profiling, conditional probabilities
and, 164–165

rational choice methods, 39
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regression methods, 289, 298
Capital Asset Pricing Model and,
203–205

complex relations and, 308
degrees of freedom, 300, 302
dummy variables and, 304–305, 306,
307

explanatory variable interactions, 310
F-tests and, 300, 302, 305
graphs and, 306–307
Heckman’s two-step regressions, 310
hypothesis testing and, 301
limitations of, 302–308
LINEST output, 300
logit-probit regressions. See
logit-probit regressions

multiple explanatory variables and, 307
non-linear relationships and, 307
ordinary least squares, 289
R-squared, 300, 301–302, 305
standard errors, 300, 301–302, 305
t-tests and, 305
taking of logs, 307
truncated-censored distributions, 310,
311–312

two-stage regressions, 310
two-step least squares, 289

reorganizations
new value exception law, 240, 289

risk, 202, 232–233
CAPM and. See Capital Asset Pricing
Model

debt-equity holder differences and, 235
derivatives and, 226–227
diversification and, 203
entreprenurial, 83–84
idiosyncratic, 203
options and, 229
systemic, 203, 205
See also uncertainty

risk-aversion
aggregation and, 117
Coasean irrelevance and, 115, 125–126
contract innovation and, 119
economic modeling and, 150–152
fence example, 116–120
insurance schemes and, 119
manager-owner divergent interests
and, 125–126

mediation-litigation decisions and, 56
rights-allocations and, 117–118
society-level and, 115–117, 118
substantive solutions of, 118
transaction-cost, imposition of, 118

savings-consumption decisions, 81–83,
213

Securities and Exchange Commission,
41

self-defense legal argument, 195
Shavell, Steven, 23–24, 74
signaling, dividends and, 209
signaling models, 58–59
slavery, 110–111
spousal abuse, 285
spreadsheets, 249
array formula, 299
auto-fill, 260
backups of, 275
basics of, 249
built-in functions, 251, 255
Clippy, disabling of, 251
compounding. See compounding
conditional loops, 273
counter-loops, 273
data-files, 275
data-files, combining of, 274, 279
data-files, comma-delimited, 275
data-files, CSV, 275
data-files, delimiters, 275
data-files, downloading, 274
data-files, tab-delimited, 275, 276
data importing, IF function for, 280
data-type specification, 277
database functions, 256–257
date-time functions, 255–256, 257
Digital-Signature tool, 273
financial functions, 255
fixed-width data, 278
For/Next sequences, 273
function wizard, 253, 257–258
functions, user-defined, 271, 274,
292–293

geographical definitions, 279
Goal-Seek tool, 270, 271–273
graphs in, 261, 262, 266, 267, 268
hide-extensions option, 275
IF function, 257, 280
information functions, 257
international settings and, 250
logical functions, 257
lookup & reference functions, 256
macros, 271, 273, 292–293
macros, graphics and, 274
math-trig functions, 256
modules, 272, 273
objects, 272
relative-absolute cell-referencing, 258,
299
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right-aligned, 250
security settings, 271, 273
Solver add-in program, 269, 270
solving equations, 269
statistical accuracy of, 249
statistical functions, 256
t-tests and, 290–294
text functions, 257
Visual Basic, 269, 271, 272
while/wend loops, 273
Windows Explorer and, 275
See also specific programs

SPSS program, 310
standard deviations, 181, 230, 287, 336
STATA program, 262, 310
statistics, 283
averages, comparisons of, 289
binary outcomes. See logit-probit
regressions

causation and, 284, 303
chi-tests. See chi-tests
comparing data that fall into
categories, 289

comparing data that take values, 289
confidence levels, 294
descriptive, 287, 334
distributions and, 287
empirical research and, 288
extrapolation methods, 300–301, 303
hypothesis testing, 301
multiple influences. See regression
methods

null hypotheses, 290–291, 294, 296
observations filtered by a threshold,
310

p-values, 294
qualitative analyzes and, 289
regression analyzes. See regression
methods

researcher bias and, 306
sceptical stance of, 285
statistical methods, reporting of in
journal articles, 281

statistical test, 337
statistical tests, 290
student law reviews, guidelines for,
313

t-tests. See t-tests
tails, number of, 290–291
theory validity and, 284
use of in legal thinking, 284
Web sites for, 281
See also specific statistics

stock brokerage fees, 208

t-tests, 288, 290–294, 305, 337
confidence levels, 294
degrees of freedom, 301
hypothesis testing and, 301
paired, 291–292
parameters of, 291–292
skedasticity and, 291–292
spreadsheets and, 290–294
tails, number of, 291–292

taxation
administration costs, 121
Capital Asset Pricing Model and, 207,
208. See also Capital Asset Pricing
Model

chilling effects, 121
Coasean irrelevance and, 121
optimal tax theory, 73, 121
U.S. income tax estimated distortion
cost, 87

wealth redistribution and, 72, 84, 90,
121

time value of money. See discounting
torts
optimal tort rule, 85–89
wealth redistribution and, 92
See also negligence models

traffic speeding, 58, 355
distribution functions and, 188

transaction costs
Capital Asset Pricing Model and, 207,
208

Coasean irrelevance and, 97–99, 107,
114

contract innovations and, 104
contract law and, 114
criminal defence funds, 108–109
definition of, 99
enforcement costs and, 104–105
fence example, 102–103, 118
fulfillment costs and, 101–102, 103,
109–110

hold-out tactics and, 114–115
imposition of, as policy, 118
jurisdiction differences and, 105–107
legal system design and, 105
litigation costs and, 105, 107
number of transactions and, 114
performance costs and, 102–103
perishable food examples, 101
property rights and, 114
risk-aversion and, 118
vantage point as making, 103

triangular distributions, 187–191, 351,
355
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truncated-censored distributions, 181
arithmetic means of, 181, 182–186
continuous, 183–186
discrete, 182–183
notation for, 182
regression methods and, 310, 311–312
upper-lower means of, 184–186

uncertainty, 154
pricing of. See finance
probability and, 156
probability theory and, 165
See also conditional probability; risk

valuation methods, 199
appraised asset-values, 211
CAPM. See Capital Asset Pricing
Model

compounding, 202
future earnings approach, 211, 212
going-concern assumption, 212, 236
good will and, 212
historical-cost approach, 211
purchase-accounting method, 212

voting systems, 124
Arrow impossibility theorem, 46–47,
50

bidding systems and, 48–50
Clarke tax and, 48–50
Coasean irrelevance and, 124
corporate voting, 124
cumulative voting, 69–70
demand-revealing processes and,
48–50

design of, 44
mandatory voting, 67–68
manipulation of, 49
market choices, emulation of,
44–45

preferences, intensity of, 49, 50
pricing systems and, 48, 49–50
public choice theory and, 50

vote-buying agreements, 124
wealth effects, 49–50
See also majority rule; Borda ballots

wealth redistribution, 72
airline over-booking and, 91
arguments against, 79
arguments favoring, 75
bankruptcy law and, 92
bottle-laws and, 91
car insurance and, 92
chilling effects, 121
Coasean irrelevance and, 99, 120
cognitive errors and, 74, 87, 89
diminishing marginal utility and, 75–79
double-distortion argument, 87, 89,
92–93

entreprenurial risk and, 83–84
estate taxes and, 81, 83, 90
French/Communist revolutions, 79
laissez-faire economics and, 75, 84
lottery schemes and, 83
Meinhard v. Salmon, 72–73, 90
non-tax methods, 74, 84–87
optimal tort rule, 85–89
partial v. complete, 78–79
postponement of distributional
concerns to last, 73–74

productivity incentives and, 74, 79–81
property rights, confidence in, 79
public-housing subsidies, 93
risk-aversion and, 75–76
savings-consumption decisions and,
81–83

taxation and, 72, 84, 90, 121
time horizons and, 74
tort liability and, 92
utility non-commensurability, 76–79

without-loss-of-generality, 138
written opinions, role of, 106, 107

Yield curves, 221

© Cambridge University Press www.cambridge.org

Cambridge University Press
0521826810 - Principles and Methods of Law and Economics: Basic Tools for Normative
Reasoning
Nicholas L. Georgakopoulos
Index
More information

http://www.cambridge.org/0521826810
http://www.cambridge.org
http://www.cambridge.org

