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8. Write short notes on any three of the following :
i £ A (6><3)
(i) Transaction. Cost

I L 4

(ii) -Copyright

' (i) Dootrine of Last Clear Chance
(iv) Predatory Pricing .
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(i) -3 AW A
(i) =raEe
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(a) Differentiate between relational contract and
private contract. Illustrate the weaknesses of
contract using a suitable example. (12)

(b) Property laws help people to protect what they
make. Do, you agree? What are thie consequences
of effective property rights? 6
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The fertilizer manufacturer FCME (F) pollutes a nearly
commercial greenhouse Potatoes (P) F could elimindte
their pollution by installing special scrubbers (cleaning
equipment) at a cost of Rs. 2000. Similarly, P can
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(iii) Do these factors converge or diverge? 3)

(iv) How would you decide this case in light of

economic analysis. - 9 .
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In the famous case of Taylor v, Caldwell 3B & S.

826. 122 Eng. Rep. 309 "(K.B. 1863}, the Plaintiff,

Taylor, leased the defendant’s concert hall for four
nights at 100 pounds sterling to be paid to Caldwell
after each performance. Shortly after the first
performance the concert hall was stroyed by fire.
Taylor sued Caldwell for breach of contract and asked
the court to award him as damages ‘the expenses he
incurred in preparation for the last three performarces.
The defendant sought to be excused from performing
on the ground. that it was literally impossible for him
to perform the contract after the fire.

- t 3 H i

(i) What factots enable one party to prevent risk

better than anotlger? 3)

(i) What ‘factors enable one party to insure against
a risk better than another? 3)

=
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‘eliminate pollution by installing filters on its ventilation

system at a cost of' Rss 3000. E’s profit without
sérubbers is 10000. P’s profit is 5000 with no pollution
(and not installing filters), and 1000-with pollution (no
filtérs or scrubbers). Hence, in the absence of filters
and scrubbers F’s pollutlon reduces P’s profits by
4000." '
(i) The sitﬁetion is iIfustrated iin the payoff matrix
below. F and P simultaneously éhOOSe between
1nsta111ng scrubbers or not and between 1nsta111ng

fllters or not respectlvely

" . !

‘Suppose F.has the right to pollute and assume
:that high transaction costs precludes a
coopera?:ive, solution, Whl_at is the non-cooperative

quiljbrjum? Indicate the‘1 solution_in the payoff

matrix. Is it efficient? ! )
3 ‘ T .
“V. X “ T
| | No ﬁiter a Filter

A | Scubbers | 10000,1000 |, 10000,2000

1. | Noscrubbers |*- 8000; 5000 8000, 2000
‘
P.T.O.
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(i) Let us now assumé that transaction. costs are
low and that F and P can cooperate. Find the
cooperative solutions for the cases where i) F
has a right to pollute, ii) P has a right to
compensatory damages, How does efficiency
differ between i) and ii)?uHow d.o?s the
distribution of payoffs between F and P differ
between cases i) and ii)? Explain yo{1r results

and relate them to the Coase theorem. 9)
{
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(b) The main principle of contract létw is that
agreements should be enforceable, but there are
many exceptions 'to this main principle.
Please discuss from an economic viewpoint why

- certain agreements are not enforceable in many

jurisdictions. )

() vl SRRk W NPT = Jarest X D R st
A B AR A ST B T A TR v @ R
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(a) 'What do you undérstand by Anti Trust Laws?
What values do these laws protect? )

(b) Economists frequently use the yardstick of
economic efficiency ‘when judging the merits of
alternative policies. What value judgements are
implicit in the- economic efficiency doctrine?

®
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5. .(a) Restitution is usually inadequate to compensate

the victim: What practical reasons do courts have

for using restitution as a rémedy? )
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» (i)
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T | TrsR N | 10000, 1000

10000, 2000

e & f&= | 8000, 5000 | 8000, 2000

I A R fF S9-3 "N oW © 3R U6 uE

| AR E HA ol e MR ¥ s
FA AT i) TF I WGWT e T JARER 2, ii)

& W TEHA 1 @R w ARER 31 IR i) K

i) & S yoEden e wER e 37 SwE )
AR ii) AR D W v AR W W qA A W
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Compare and contrast the doetrines of duress
and necessity as defenses for breaching a
contract? (12)

P.T.O. .
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(ii): Suppose that a baseball stair-signs a‘five-year
contract for $1 million per, year. In -the third
year of the contract, the playerrhits more home
runs than anyone else in the league. Now he
demands to renegotiate Ris salary. Does
efficiency require the law to enforcé’the original
contract’ or set it aside? (6)

(i) s s T B T H W ¥ T IR
& Rad A gom ke R T Fw wmEy?

(i) W= AR & v e 'R $1 R wi el @
fore uig ae o FEY T 81 IEEY @ a9
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@ W w oW e e? e
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Frisbee Research Inc. lids spent many years and

hundreds of thousands of dollars working on a ‘new .

Frisbee design. They have finally invented a shape of
Frisbee that can hover above the ground for twice as
long as standard frisbees. The new shape will likely
be applicable to aircraft, creating aircraft that can

[}
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¥

also hover above the ground for longer periods.
However; Frisbeg Research Inc. has no knowledge of
ajrcraft technology and Will‘ be unable to.apply their
des1gn to this area. Frlsbee Research Inc. applies for
a patent for the new shape.

(i) What is the economic reasoning behind patents?
. What are the adyvantages and disadvantages of
patents? ‘

[

(ii) The patent offlce could give Frisbee Research
Inc. a narrow or a broad patent. Assume that
selling-the Frisbees with the new shape will earn

Frisbee Research Inc. hundreds of thousands of

- pdollars. Should the patent office give Frisbee

Research Inc. a narrow or broad patent? Why?

(iii) Does. the breadth of the patent (narrow or broad)
given to Frisbee Research Inc. affect the optimal
dutation of their patent? In this specific example,
would'a broad’or a narrow pateht have a shorter

optimal duration. ~ (6+6+6)
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