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CONCEPTS & METHODS IN LAW & ECONOMICS

Course description

This course introduces students to the field of Law & Economics. The course begins with
basic concepts, such as the Coase Theorem, distinctions between types of rules (property
vs. liability, mandatory vs. defaults, etc.), and efficiency concepts. Further principles are
then introduced through specific applications of the economic analysis of law in different
legal areas, mainly focusing on property law and criminal law. Students who complete
the course should be able to conduct a basic economic analysis of legal rules.

Teaching team
Prof. Dr. Roee Sarel roee.sarel@uni-hamburg.de

Teaching venue
Room 1083a, Von-Melle-Park 5

Notes regarding literature:

e We will follow the following book: Cooter, Robert and Thomas Ulen, Law and
Economics (6th edition, Addison-Wesley 2016, online version) (hereinafter: “C&U")

e The course slides are also binding material. These slides include additional materials
that are not covered in the book, but are nonetheless relevant for the exam.

e Suggested readings listed below are directly discussed in the classes and usually
referred to in the slides. It is recommended to read these before the class. Most
materials can be found online (links are provided when possible). The materials
classified as “Optional” are also helpful, but less central to the discussion and are not
mandatory reading.

e The order bellow separates the course by “topics”, which we will follow in the order
specified below. It is roughly one topic per session, but there may be divergences (i.e.
topics taking less or more than one session)

SYLLABUS

Topic 1

Introduction to L&E as a science

Suggested readings:

e (C&U: Chapter 1 (pages 1-10) and Chapter 2, sections I - VI (pages 11-33).

Optional:
- Harris, Ron (2018). "The History and Historical Stance of Law and Economics." The Oxford
Handbook of Legal History: 23-45.

Topic 2

Primer on Game Theory, Market Failure & Legal intervention I (Market power,
externalities)

Suggested readings:

e (C&U: Chapter 2, section IX (pp 37-43)

Optional:
- Jackson, Matthew 0., A Brief Introduction to the Basics of Game Theory (December 5, 2011).
Link.


http://www.econ.jku.at/t3/staff/winterebmer/teaching/law_economics/ss19/6th_edition.pdf
-%09%20https:/ssrn.com/abstract=1968579%20or%20http:/dx.doi.org/10.2139/ssrn.1968579
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Topic 3

Market Failure & Legal Intervention II (asymmetric information)

Suggested reading:

e Akerlof, George A. "The Market for" Lemons": Quality Uncertainty and the Market
Mechanism." (1978). The Quarterly Journal of Economics 84(3): 488-500.

Optional:
- Emons, Winand (1989). "The theory of warranty contracts." Journal of Economic Surveys 3.1:
43-57.

Topic 4

Coase theorem, Transaction costs, Rule types I (Calabresi & Melamed)

Suggested reading:

e C&U Chapter 4, Sections I - IV (pages 70- 94)

e Dahlman, Carl]. (1972). "The problem of externality." The Journal of Law and Economics
22(1): 141-162. Link.

e (Calabresi, Guido, and A. Douglas Melamed (1972). "Property rules, liability rules, and
inalienability: one view of the cathedral." Harvard Law Reviw 85(6): 1089-1128. Link.

Optional:

- C&U: Chapter 8, Sections I - II (pages 276- 287).

- Williamson, Oliver E. "Transaction cost economics." Handbook of industrial Organization 1
(1989): 135-182. Link.

Topic 5

Rule types II (Default vs. mandatory), Property Law: Classifying goods
Suggested Reading:

e (C&U: Chapter 4, Sections V-VIII, (pages 70-109)

e Ayres,lan (2011). "Regulating opt-out: An economic Theory of Altering rules." Yale Law
Journal 121: 2032. Link

Optional:

- Ayres, Ian, and Robert Gertner (1989). "Filling gaps in incomplete contracts: An economic
theory of default rules." Yale Law Journal 99: 87. Link.

- Ayres, Ian (2005). "Ya-Huh: There Are and Should Be Penalty Defaults." Florida State
University Law Review 33: 589. Link

- Mackaay (2013), Law and Economics for Civil Law Systems (Edward Elgar Publishing, 2013),
pp- 424-429.

Topic 6

Property law: Externality problems, IP law
Suggested readings:

e (C&U: Chapter 5, Section I (pages 112-142)

Optional
- Chamberlain, Craig. "Tailoring Copyright Duration." (2016). Lewis & Clark Law Review 20:
303-332. Link.

Topic 7

Criminal Law: Deterrence

Suggested Reading:

e (C&U - Chapters 12 (pp. 454-484) and Chapter 13 (pp. 485-532)

e Becker, G.S. (1968). Crime and Punishment: An Economic Approach. Journal of Political
Economy, 76(2), 169-217. Link.

e  Chalfin, Aaron, and Justin McCrary. "Criminal deterrence: A review of the literature." Journal
of Economic Literature 55.1 (2017): 5-48. Link.


https://heinonline.org/HOL/Page?handle=hein.journals/jlecono22&div=10&g_sent=1&casa_token=XgjnFZ3nlDsAAAAA:yELZClOYbi-4WbBgl928dPTxAjhdDB0z0_ZDQYsBmh08AXGyYjLzYM6NrMvBmDPXOUXvyrJO&collection=journals
https://digitalcommons.law.yale.edu/cgi/viewcontent.cgi?referer=https://scholar.google.com/&httpsredir=1&article=3043&context=fss_papers
https://www.sciencedirect.com/science/article/pii/S1573448X8901006X.
https://heinonline.org/HOL/Page?handle=hein.journals/ylr121&div=56&g_sent=1&casa_token=CK6PRI1BqOsAAAAA:DnzXMdSj5n8rNYkUG3pzBJm2l-JMXbIkdzqpoKS0pz6w3ya8BA-4aPDQSygdVuMBZE0MGO0O&collection=journals
https://heinonline.org/HOL/Page?handle=hein.journals/ylr99&div=13&g_sent=1&casa_token=L2ktJgZI9dEAAAAA:Mf71sLNu4dQl3-39_OwgJG7N3CnEwdh86dlxMWZAbZw2JT75PXy25maGOwqjsqdOAB4bg4zi
-%09https:/heinonline.org/HOL/Page?handle=hein.journals/flsulr33&div=38&g_sent=1&casa_token=eZvQZBIahjUAAAAA:xz7Jqm87CU9O6cA0Y2dzNVse944NhzrN7arfEMRQui-As2YkML5CxcF1TNOaflz3nqUUUTpx
https://heinonline.org/hol-cgi-bin/get_pdf.cgi?handle=hein.journals/lewclr20&section=10&casa_token=2_q4FgURazEAAAAA:PxQYGjaSppl6E4wLMPCkdvaznDeqqf3_aFcl_YRHs8DjTiiwTdBdm3dfBh4ZjIqLwNI9SVk4
https://www.journals.uchicago.edu/doi/pdfplus/10.1086/259394
https://eml.berkeley.edu/~jmccrary/chalfin_mccrary2017.pdf
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Optional:

Andreoni, James. "Reasonable doubt and the optimal magnitude of fines: should the penalty
fit the crime?.”" The RAND Journal of Economics (1991): 385-395. Link.

Craswell, Richard, and John E. Calfee (1986). "Deterrence and uncertain legal standards."
Journal of Law Economics & Organization 2: 279. Link.

Donohue, John ]., and Steven D. Levitt. The Impact of Legalized Abortion on Crime over the
Last Two Decades. No. w25863. National Bureau of Economic Research, 2019. Link.

Epps, Daniel. "The consequences of error in criminal justice." Harvard Law Review 128
(2014): 1065. Link.

Lando, Henrik. "Does wrongful conviction lower deterrence?." The Journal of Legal Studies
35.2 (2006): 327-337. Link.

Rizzolli, Matteo, and Luca Stanca. "Judicial errors and crime deterrence: theory and
experimental evidence." The Journal of Law and Economics 55.2 (2012): 311-338. Link.

Bonus: Brief introduction to Behavioral Law & Economics

Note: This last part will only be covered if time constraints allow. Note that there may be references
to behavioral L&E also in previous parts, and these are included in the material even if this part is
not reached.

Suggested Reading:

Tversky, Amos, and Daniel Kahneman (1974). "Judgment under uncertainty: Heuristics and
biases." Science 185(4157): 1124-1131.

Guthrie, Chris, Jeffrey ]. Rachlinski, and Andrew ]. Wistrich (2000). "Inside the judicial
mind." Cornell Law Review 86: 777.

Englich, Birte, Thomas Mussweiler, and Fritz Strack (2006) "Playing dice with criminal
sentences: The influence of irrelevant anchors on experts’ judicial decision making."
Personality and Social Psychology Bulletin 32.2: 188-200. Link.

Optional (general background):

Kahneman, Daniel (2011). Thinking, fast and slow (2011). Link.
Zamir, Eyal, and Doron Teichman (2018). Behavioral law and economics. Oxford University
Press.


https://www.jstor.org/stable/2601054
-%09https:/heinonline.org/hol-cgi-bin/get_pdf.cgi?handle=hein.journals/jleo2&section=19&casa_token=r9IoC_WP5IAAAAAA:rcUbB2qDvjT0zQ3COQnqICKiHTgW87__E9-q9I5e3GUfaAV1ZeSsm9WZiq006zu3GC670Tcd0w
https://bfi.uchicago.edu/wp-content/uploads/BFI_WP_201975.pdf
•%09https:/heinonline.org/hol-cgi-bin/get_pdf.cgi?handle=hein.journals/hlr128&section=49&casa_token=1o1IgYoOCcMAAAAA:tXWNV6iJFgVe6LPL0N6bBu7YwYmYV0vr-_ykoOjmYT8HCN2NtW7unKwdQozZeOuXo_tBNpn7
https://www.journals.uchicago.edu/doi/abs/10.1086/501095
-%09https:/www.jstor.org/stable/10.1086/663346?seq=1#metadata_info_tab_contents
https://journals.sagepub.com/doi/pdf/10.1177/0146167205282152?casa_token=h8xL795KB6kAAAAA%3AmyDtqOej-21cOrQ6S3CPJt3HVXr7xBW-Pm7LfH_mpRHxy_0gYyyqXYRnndBJgY7Ai9guYx_dGqK6&
http://dspace.vnbrims.org:13000/jspui/bitstream/123456789/2224/1/Daniel-Kahneman-Thinking-Fast-and-Slow-.pdf

