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A. Inthe nineteenth century, the main question of antitrust policy was whether jabor
unions shouid be suppressed as unlawful combinations in restraint of trade. The
classical economists thought not, but neither did they believe that worker's
combination could be distimguished from combinations of employers to lower
wages or of sellers to raise prices.

B. The theory of the firm tells us why so much sconomic activity is organized In
firms but not why most of those firms are corporations. A ¢lue iz that firms in
which the inputs are primarily labor rather than capital often are partnership or
individual proprietorships rather than corporations, The corporation is primarily a
method of solving problems encountered in raising substantial amount of capital,

. The fundamental assumption of the economic approach, to law and everything
else, is that people are rational. A mugger is a mugger for the same reason [ am
an economist: Given his tastes, opportunities, and abilities, it is the most
attractive profassion open to him. What laws are passed, how they are interpreted
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and enforced, ultimately depend on what behavior is in the rational interest of
legislators, judges, and potices.

D. If transaction costs are zerg, if, in other words, any agreement ihat is in the
mutual benefit of the parties concerned get made, then any initial definition of
property rights leads 10 an efficient outeome. The Resuit is sometimes refarred to
as the Coase Theorem.

E. One way of limiting the influence of interest groups on the legislative progess is
1o Jimit the amount of money that may be spent in political campaign. This s the
approach taken in the Federal Election Campaign Act Amendments of 1974, The
ceiling on contributions reduces the comparative advantage that a proup able to
overcome free-rider problems enjoys in making large contributions o politicians.
But thete is a loophole: The act permits the sort of nenpecuniary contributions
that only an interest group can supply, for example union members’ personal
services, organized and contributed by the union,
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A, Big ideas often start in small—and computer cluttersd—spaces in California's
Silicon Valley, s the top address for gentuses and enterpreneurs in the online”
tniverse. Camped in a rented room in Belmont, south of San Francisco, the
founders of FHP Wireless work late writing and testting software and plotting how
to raise capital. They believe they have developed technology to create
inexpensive and casy-to-uge wirless netwark,

B. The medieval Roman Catholic Church sold indulgences to zinners who thought
cash could purchase exoneration in heaven. Today it's the church that is handing
out money in hopes of baying forgiveness for itself, The surging scandal over
sexual abuse by the priesthood s proving as financially damaging to the church as
it is hurtful to the faith, as Catholic dioceses across the U.S. dole out huge sumes
to vietims 10 compensate them for their pain and kesp them silens.

7, Twenty-three vears of war have left Afghanistan in miseray and ruins. Once proud
cities, such as 3,000-vear-old Heart, have been bombed into rubble, Villagers have
been slaughtered, irtigation systems wrecked, fruit orchards chopped down, and
wheat fields planted with land mines.

D. The war on terror had been going so well for George Bush that he threw a little
party last week, Bush thanked the “mighty coalition of civilized nations” for
joining the war's first phasze in Afghanistan and rallied them for the next one.
Self-congramlation has rarely had a shorter half-life. Bush’s plans to po plobal
with the war on terror were crowed out by new images of violence in Middle East.
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