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PREFACE

Over the last fifty years, economic ideas have become fully integrated
into conversations about law. Lawyers use economic concepts in practice,
and judges are influenced by economic ideas in shaping their opinions.
Consequently, for over thirty-five years as a law professor, I have been in-
troducing law students to basic economic concepts in teaching my courses.
I have found that almost every subject area of law involves basic econom-
ic considerations and requires some knowledge of economic terms and
ideas. At the same time, my experience has shown me that very few law
students have an introductory knowledge of economics. These students
are missing out on many useful insights provided by economics. More-
over, they are underprepared to engage with other lawyers who are making
economic analysis a part of their legal arguments.

In response, this book offers a basic and easy to follow introduction to
some of the most commonly referenced core concepts of economics used
in law. The book assumes no prior study or knowledge of economics. The
goals of the book are to provide a foundation for further inquiry and to
assist the reader in acquiring a good introductory toolkit for understand-
ing the subject area known as law and economics. For readers with no pri-
or study of economics, this book will introduce concepts and vocabulary
needed to begin to understand the business and economic aspects of law
and legal practice. For readers with some prior knowledge of economics,
and for those taking a class with an instructor integrating economic and
business concepts into the course, these materials will provide a helpful
guide to advanced understanding. For readers who are not law students or
lawyers, the book introduces the subject from a legal perspective; in a legal
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Xiv PREFACE

context. As such, it is helpful to any reader looking for an introduction to
core economic concepts used in law.

This book is unlike other books on law and economics because it is
organized by Core Concepts rather than by legal subject area. Most law
and economics books attempt to introduce economics as an economics
student would study it, and then proceed to apply the economic meth-
od to various legal subject areas. Thus, they might have an introducto-
ry chapter on economic methods and then follow it with chapters on
contract, property, tort, and criminal law. I have used these books when
working with students, and I have found none of them to be satisfactory
when used as a supplement to a transactions, commercial, or regulatory
law course. Students often find even these introductory books confusing,
especially if they are not directly engaged in a course specifically on law
and economics. In addition, students often find much of the material
unrelated to the work they are doing. For instance, if students are tak-
ing a contracts class, they do not want to purchase a book that only has
one chapter on contracts and then ten chapters on unrelated topic areas.
This book is different. It focuses on Core Concepts and on building a
vocabulary that can be useful in a variety of contexts with applicability to
multiple legal subjects.

This book does not address law students as if they were economics stu-
dents. Many law and economics textbooks are written from the perspec-
tive of an economist—this perspective examines law using the discipline
of economics to evaluate such things as the efficiency of a legal rule. In my
experience, not many law students think like economists because most law
students have not studied economics. Law students are not used to think-
ing in terms of efficiency and in terms of costs and benefits. Law students
typically concern themselves with fairness, justice, and reasonable expec-
tations. Lawyers tend to study issues in terms of narrative explanations
and examples rather than in ways that employ calculus. Consequently, I
believe that law students and lawyers need an introduction to law and
economics written from a narrative perspective and focused on core con-
cepts rather than equations and calculations. Such a perspective focuses
on appreciating economic concepts and ideas as tools that are potentially
useful to a lawyer’s understanding of a case and to the development of a
better legal argument for a client.
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Moreover, a lawyer is not acting as an economist and should therefore
be concerned with determining whether applying economic analysis ad-
vances a fair and just outcome in a given case, rather than if a legal rule is
economically efficient. From this perspective, lawyers do not actually need
to know if a legal rule is efficient in economic terms, but they do need to
know what it means for a legal argument when a party suggests that a legal
rule is either efficient or not. Likewise, lawyers need to know how econom-
ic concepts can help bring new facts and considerations into the frame-
work of a legal problem. For example, if we were to argue about efficiency
in a given case, would we look at different facts or additional information
that might reshape our understanding of the case? For lawyers, economics
provides a toolkit of concepts and insights that might prove useful in given
situations when seeking to solve a legal problem. A lawyer needs to be able
to select appropriate tools for a given situation, and to employ these tools
in the pursuit of justice. The first step in the process involves developing a
basic vocabulary and an inventory of useful core concepts. The materials
in this book provide the reader with these tools.

This book is a helpful supplement to a variety of courses and can be
assigned as such by instructors. Whether it is a course on law and econom-
ics, or a course in which the instructor takes an economic and business
approach to the material, this book will facilitate the reader’s understand-
ing. Courses that readily incorporate economic considerations include:
traditional first year law school courses (e.g., contracts, torts, property,
and criminal law), and upper level law classes such as transactional law
courses, administrative law courses (including zoning and environmental
law), commercial law courses, and regulatory law courses. In these courses,
a concept-based approach is highly useful. The book is also useful as an
introduction and supplement to a course on law and economics. In fact,
while this book offers an accessible introduction to law and economics,
there are enough elements in this toolkit to form the core of a course or
seminar. This may be accomplished by using this book along with addi-
tional assigned readings that explore core concepts in more detail. I use
the book in teaching a one-credit mini-course in law and economics, and
[ use it as a supplement to my courses on real estate transactions and land
use law. In addition, I have previously used materials from the book in
teaching property, commercial, and regulatory law classes.
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The motivation to write this book arose from my frustration in trying
to find useful materials to supplement my own courses. In teaching real
estate transactions, commercial law, and other courses, there was no short
book that I could assign to students to facilitate their learning of basic con-
cepts such as risk, value, transaction costs, externalities, efficiency, cost and
benefit analysis, and a variety of other concepts. Many of my colleagues
have expressed concern about the same issue. We all felt students needed
an accessible, short, and concept-oriented book that introduced them to
important economic concepts that would help them develop a better un-
derstanding of the law. After years of trying to fill this gap with lectures
and short handouts, I decided to write this book. This book fills a need in
the market that is not covered by most of the law and economics books
currently available.

In organizing the book, I decided to present the material in terms of
twelve Core Concepts. Within the discussion of each Core Concept, I pres-
ent important Ancillary Concepts identified by subheadings. The book
may be read from front to back, or the reader may jump around and focus
on particular Core and Ancillary concepts as fits the reader’s particular
needs. Core Concepts one through six address fundamental ideas and
definitions, Core Concepts seven through eleven present new ideas that
integrate a number of concepts and terms addressed earlier in the mate-
rial and help to reinforce understanding. Core Concept twelve presents a
simple economic model of supply and demand.

My experience, in over thirty-five years of teaching law students, in-
dicates that most law students and lawyers do not really need to study a
specialized course in the economic analysis of law; as much as they need,
instead, to understand basic economic concepts and develop a basic eco-
nomics vocabulary so that they can function as more informed lawyers.
This book serves to address this need in an easy to use format.

For those readers with advanced knowledge of economics, keep in
mind that this book does not go into the nuances and complexities of
economics. It is an introductory text that makes simplifying assumptions
and avoids complexity in favor of developing the reader’s appreciation for
basic core concepts. It assumes that readers seek an accessible and basic
introduction to the core concepts and vocabulary of economics so that
they can begin to appreciate some of the connections between law and
economics.
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The book is organized and developed based on my many years of teach-
ing these concepts to students in various commercial, property, and ad-
ministrative law courses, as well as in teaching and writing about law and
market economy. While there are other ways to organize the material and
many layers of complexity that one can examine in specialized topic areas,
I have found that students can readily understand key concepts and devel-
op an introductory vocabulary by using these materials. This is especially
true when an instructor actively integrates these concepts into the study
of a particular subject area.

To enhance understanding, I have integrated examples throughout the
book. While more examples could have been included, a major goal of the
book is brevity. With the explanations and examples provided, readers will
be prepared to apply the knowledge acquired from reading this book to
additional situations that they come across on their own.

In developing these materials, I benefited from feedback on an early
draft. For this input, I thank Luca Arnaudo, Jerry Evensky, Shubha Ghosh,
Julie Lawton, and James C. Smith. In putting the materials together, I also
benefited from the research assistance of Christopher Baiamonte, Emily
Keable, Parker Mincy, and Maria Zumpano.
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