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(University Of Chicago News Office, September 2, 2013, with certain modification)

Ronald H. Coase, Founding Scholar in Law and Economics, 1910-2013
By Sarah Galer and Jeremy Manier

Ronald H. Coase helped create the field of law and economics, through
groundbreaking scholarship that earned him the 1991 Nobel Memorial Prize 1n
Economics and through his far-reaching influence as a journal editor. Coase, who
spent most of his academic career at the University of Chicago Law School, died at
the age of 102 on Sept. 2 at St. Joseph’s Hospital in Chicago. He was the oldest living

Nobel laureate, according to the Nobel Foundation.

Coase, the Clifton R. Musser Professor Emeritus of Economics, is best known for his
1937 paper, “The Nature of the Firm,” which offered groundbreaking insights about
why firms exist and established the field of transaction cost economics, and “The
Problem of Social Cost,” published in 1960, which is widely considered to be the
seminal work in the field of law and economics. The latter set out what 1s now known
as the Coase Theorem, which holds that under conditions of perfect competition,

private and social costs are equal.

“Ronald Coase achieved what most academics can only dream of — immortality,” said
Michael H. Schill, dean of the University of Chicago Law School. “His scholarship
fundamentally changed the way lawyers approach issues of when and how
government should intervene in the economy, and when and how private contracts
should govern. His work could not be more relevant to many of the debates we are

enmeshed 1n today.

Coase’s enduring legacy at the University of Chicago is reflected in the Law School’s
Coase-Sandor Institute for Law and Economics, named in honor of Coase and donors
Richard and Ellen Sandor, who gave UChicago $10 million in support of law and

economics scholarship.
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"Ronald Coase inspired a new way of thinking about law and about the application of
economics," said Omri Ben-Shahar, the Leo and Eileen Herzel Professor of Law and
Kearney Director of the Coase-Sandor Institute. "His insights are simple but at the
same time profound. They are accessible to first-year students, and their implications
continue to provoke cutting-edge research. We will continue to develop the field that

he inspired, and to build on the vitality of his ideas.”

“Professor Coase’s research on propertv rights provided the academic underpinning
for the establishment of the Acid Rain Program in the United States in the early 1990s,
which virtually eliminated acid rain pollution in America,” said Richard Sandor,
chairman and chief executive officer of Environmental Financial Products, LLC.
“Personally, he has been a source of inspiration and mentoring to me for over 40 years.
Professor Coase provided me with unwavering intellectual support to carry on my

ideas as both an academic and a practitioner.

Coase graduated from the London School of Economics with a B.Com. in economics
in 1932 after spending his final year of studies in the United States on a Sir Ernest
Cassel Traveling Scholarship. During that year abroad, he focused on the structure of
American automotive industry and why some work was performed inside firms and

some by the marketplace. These ideas became the basis of “The Nature of the Firm.”

Sir Amold Plant, a British economist at the London School of Economics, was a
major influence on Coase while he was a student there. Until meeting him in his
senior year, Coase had never taken an economics course, only accounting and
business. Plant introduced Coase to Adam Smith’s “invisible hand” and to the 1dea
that competitive economic systems could be coordinated by the pricing system. In an
autobiographical essay written for the Nobel organization, Coase writes that Plant
“changed my life,” influencing his ideas, helping his achieve the Cassel Traveling
Scholarship and setting him on the path to becoming an economist.“My life has been

a lucky chance at all points,” Coase said in a 2012 interview with the UChicago News
Office.

Coase believed the incentives of private parties to resolve disputes in their own best

interests, even if there needs to be adjudication by courts, should result in an efficient,
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mutually beneficial solution that is always preferable to government intervention.
This theory, known as the Coase Theorem, has been applied to such issues as the sale
of rights to broadcast on portions of the electromagnetic spectrum and the problem of
pollution; while countless other economists have applied it to virtuaily every area of

human activity.

In his personal essay for Nobel, Coase described being invited to UChicago to defend
a 1959 paper he had written on the Federal Communications Commission to a group
of skeptical UChicago economists. In that evening gathering at Law School Protessor
Aaron Director’s home, he was able to persuade them to his view that as long as legal
rights are properly defined, efficient solutions will prevail. He was asked to write an
article for The Journal of Law and Economics, which Director had recently tounded.
The outcome was “The Problem of Social Cost.” “Had it not been for the fact that
these economists at the University of Chicago thought that I had made an error in my
article on The Federal Communications Commission, it is probable that ‘“The Problem

of Social Cost’ would never have been written,” Coase said

George Stigler, PhD’38, an economist at UChicago and 1982 Nobel Prize winner,
later wrote in his 1988 book, Memoirs of an Unregulated Economist, about that night:
“We strongly objected to this heresy. Milton Friedman [UChicago economist and
1976 Nobel laureate] did most of the talking, as usual. He also did much of the
thinking, as usual. In the course of two hours of argument, the vote went from 21
against and one for Coase to 21 for Coase. “What an exhilarating event! I lamented

afterward that we had not had the clairvoyance to tape it.”

1.2 AT, L 100 F AN Z BiEER B Ronald Coase B R AR R AE A/ I i iR
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Internet's Sad Legacy: No More Secrets (New York Times, December, 2013)
By Nick Bilton
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Anyone who can watch you will watch you. In technology, that is one of the big
lessons of 2013. The National Security Agency (NSA) and who knows who else have
been tracking this or hacking that. China has been breaking imnto our computers.
Google has been sifting through our home networks. Facebook has been tnkering
with its privacy settings. No wonder outfits like Snapchat have exploded onto the
scene. They seem to go against the grain, holding out the promise that all those selfies,

texts and emails will simply vanish.

Whisper, an "it" app for teens, supposedly lets people share secrets anonymously via
smartphone. Telegram is being pitched as the adult version of Snapchat. But the fact
is, many services that claim to offer that rarest of digital commodities -- privacy --
don't really deliver. Read the fine print. "Just because information 1s unavailable to
you and you don't see it doesn't mean that it is not being captured, stored, or even seen
by someone else in transit," said Edward W. Felten, a professor of computer science

and public affairs at Princeton.

Snapchat's privacy page explains that private images are stored on someone's phone --
and on its own servers. "Forensically, even after they are deleted,” Snapchat says,
those images can be retrieved. Whisper's privacy page says the company owns
the intellectual property, both images and text, that people post; Whisper reserves the
right to sell that stuff to third parties. And Telegram, while seemingly less innocuous
with its claims, nonetheless leaves out something you might want to know: someone

can just take a screenshot or picture of that "private" conversation.

"Even if there are all sorts of technical barriers that the disappearing messaging
services put up there, someone can just take a picture of the phone," said Kurt Opsahl,
a lawyer with the Electronic Frontier Foundation, a civil liberties organization. "If

they can see it with their eyes, they can see 1t with a camera.”

In most instances, your Internet service provider or cellphone carrier gets to watch
over your shoulder with every click. Even when these messaging apps aren't tracking
your chats, the N.S.A. and other government agencies are. They're everywhere. Even
people who play fantasy video games like World of Warcraft are being watched,
according to documents leaked by Edward J. Snowden. Worse, the snooping doesn't

just happen on our desktops and laptops. In our mobile-centric world, 1t happens
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everywhere. Through our mobile phone, our locations are being corralled and
calculated. The N.S.A. can even figure out who we are with by triangulating phones'

previous locations.

Don't have a smartphone yet? They still know where you are and where you've been.
The American Civil Liberties Union released a report this year that found that
technologies that let governments scan license plates are being used to build databases
of vehicle locations across the United States. The N.S.A. didn't respond to a request
for comment, but the argument by some companies and government groups 1s that 1f
you're not doing anything wrong and have nothing to hide, then you have nothing to
worry about.

[t's estimated that there are from 10,000 to 300,000 federal regulations that could be
enforced criminally. Mr. Opsahl said we all probably break some ot the laws online
every day. "There is a tremendous amount of information that is available about every
person online and the practical ability for government and private surveillance has
never been greater," he said. "What's clear is that tracking technologies have outpaced
democratic controls,” said Ben Wizner, the director of the Speech, Privacy and
Technology Project at the A.C.L.U. "What we've learned this year is that agencies are
determined to conduct surveillance on us, and there's not a whole lot we can do about
it."

But there is one thing that Mr. Wizner said can and should happen. Technologists are
capable of building tools that can prevent such snooping -- "This may be one of those
once-in-a-generation moments when we recalibrate the powers ot the citizens and the
state," Mr. Wizner said. "And that change can happen on the technological side,
where the technologists that are disillusioned by the incessant tracking will use their

skills to make surveillance more costly."
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1. Please summarize this article and do not exceed 500 words. (15%)

2. Do you think governments around the world should be allowed to track our

activities online, even for national security reasons? (15%)



