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ECO 499: Seminar in Law and Econormics Name:

FINAL EXAM

Spring 2009 4 digit # for posting grade: "2
10 point questions:

1. Under the Classical or Bargain Theory of Contracts, what are the three elements of a
bargain (and hence legally enforceable promise or contract)?
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2 In Batsakis v. Demotsis 226 SW2d 673 (1949), involving the loan of money from Batsakis
to Demotsis prior to the German invasion of Greece in 1941, the Court of Civil Appeals of
Texas ruled that "mere inadequacy of consideration will not void a contract." What is
"consideration” and what ramifications does this ruling have for the smooth functioning of
1o a market system of exchange?
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3. Use indifference curves to explain the difference between expectation damages and reliance
damages in the case of Hawkins v. McGee, 84 N.H. 114, 146 A. 641 (N.H., 1929), (the

{e case where the plastic surgeon promised to repair a boy's scarred hand).
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4. TIn the classical theory of tort law, what are the three elements of a tort that are essential for
the decision to go to the plaintiff?
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20 point questions:

5. Omega Corporation offers to sell a crane which it values at $10,000. The Alpha Company
intends to bid $12,000 for the crane, but due to a typographical error, the bid is transmitted
at $15,000. The Beta Company bids $13,000. There are no other bidders. Omega turns
“dowi the bid from Beta and accepts Alphia’s bid. Subsequently; the mistake is discovered- - -
_by Alpha, who offers to proceed only at the lower price of $12,000. Omega sues for the i v 1S
full $15,000. Beta is still prepared to pay $13,000 for the crane==The options before the
court are: (i) declare that there was no contract due t ake? (ii) declare that a {3

valid contract was breached and award damages; or (ill) enfoice the contract according to

its terms. \ 3,000 darega
a) Suppose the court chooses option (i). How will the surplus be shared and who will ™ #=> orvege
end up owning the crane? 000 ouied
2e b) Suppose the court chooses option (ii). What should damages be? How will the
surplus be shared and who will end up owning the crane? R1000 o 3 oo
¢) Suppose the court chooses option (iii). How will the surplus be shared and who Dot -h“,; oo
will end up owning the crane? el
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6. The following is a list of possible defenses and excuses a defendant might use in a breach
of contract case: (a) incompetence, (b) duress, (c) necessity, (d) impossibility, (&)
frustration of purpose, (f) mutual mistake, (g) duty to disclose, and (h) fraud. Pick any

20 five, explain what each defense or excuse means, and then give an example of it.

A) Tor competence T compebartes oy Q’Puf‘f'y f‘ A corbraid estblisles
/"____’______“____,,_.....———'-
\/ ”ﬁ,«.r,:‘}” »f’!,...e, Fﬂciflx‘//{c.ﬁﬁl i(%":- rok p‘%w& u)&li {NU{W&UI/?‘@ i r—;;{fr@nc,{/g

C,a)w*{-g, slheald ast que&f(
&(uﬂb o QLG};@} A e ;"5*\3 ?’f‘lg,x i ?’ yW g‘j)e'“" "pm)y\w\‘wg £ " s cﬂ(}éma
Co“+fwé-§ Fadolvg ;nwm{m{‘:“,‘%%f’f SN ﬂpwu% TL'—«I Ul tg [r«pﬂ_n;’i/ 2L u-(/?fﬂc?\ ;““#’ [l e =21} Y

A

: o B y e
8) Doress! Doress 72 an twse 'fcr brwﬁ/’\ &% 71?{"-‘* Lapn Ty L7

o+ st 36 i "7"1[ . e o Sl
f/ffu(g/ /’!au& R A Auﬂ?g’&' mfec:f oYy & f@gu é i | o ""
/ / ;/ ﬂ/ eﬁ‘fﬁ%fuk / il e M'lg' Perai A

; L__M}ma]ui awlva
anﬁ.’k [s f’ﬁ,,gx/w/ ’ﬁ-ﬁ/ b@r@zpﬂ @ f %’:’,w’d \,7(, | ,
A 'ﬂ,a;,‘f* Cént '{:b/ ‘CSC}G} Gy o Foor i Sy !fw-w

i o 3

) ! L
B g emple ool fom s Sell

| oy
D_, fon Blnke> Peavle (JJLV comstrminedd ¥ *(Lg.w.,{w’*f‘f aer
o585 Slta

? o
() Pecessily kny beegein pisle of of precossity Maq ol foesdesses { o
! — il oms A oty Tt
Mlégafoame/mr%’;-gw oo "E‘}Q a_wf{’@?i!'“ﬁ“‘“‘“ "5 B 1 #r dn n h? ”

o - g At EXV””@ A
r sof &1; MLy f{\_@o G C'*’“v”’{ ": tﬁﬁ)m‘jﬁmnazg‘ \[ o °}”’L¢~ £ {-y’ éumé'-’ g ‘n’f"f"‘\g S

£ 35 s o
ppecebion Poe o o builmgecy e Sronn) Yoo St o prize &7 T
{enrgne Tla L“”‘”b‘ T fla j"’“}" ot & Sh ke e PR e:,afz&s:ff c’wﬁI! Q“

Vv

*

s P : by RS o el = F o (4] . Lq?t’w*
ﬂ-ﬂ-&(i C&z,ap”’?ﬁ }4”(-""“{"“% Pigiens. '_f;’ri‘--i«‘" 4 ;}V” “~ &{ Mf'?"&’/ Sro _Z; %?‘I’E»e_ ,té%b 715.;? 7{' iy S

) 5 . - _ ] N . .

-ﬁ, L T L ‘:‘.‘:{w et ,? 4 ,:?,@D#, G Jihﬁ& f%'dbtﬂ T o - T e P’L'L@-i} &f&a L8 rod B AR At }5

. H
;

55@@, -

. ok e o )
At Ll *L‘\m (Tl (ot At s iﬂ{,/e o V'Lc/(éi‘” # éﬂ_{,,.{.’ STk

" RO RPN "'}-L:I;f”‘..m ‘[ﬂ NETTRNE Sl N .’-’j} . , :
"71(3 B e Hﬂ{.\.{f yg‘h!.k\mvhv- ES “'-"“‘5/ ‘ﬁw e T '}?'“"'f{""- L ” :7/ (_ﬂ‘ng ZL[“'L"(/{/ ;- & :)MZV/

¢

CAF oot ks 1o d?':«fu//

ba oSl

vz st b e P shailel b gocosed Lo ffwgm {,.- e St
"“‘D prg-ss;h, y T 7
RS

[

. y
3 ' P a’f’.,lf { r lﬂ*'cf‘i O-é’ @&J/Jﬂjz»%gﬂ L. @‘gfdt’-"" 9@&-9/7
}f%}-\.m- ol g Lot C/;}. PREE RN Gt /

. . w, - ! wr ! ., i N .
/ﬁ-“ﬁa, fay, Pzﬁf'ﬁ ““"‘S\J‘{r‘ﬁdﬁ‘W - aE S cmp,‘,sr\‘frwd..-—’[l"{/'{ fl“'rm e }’ o 5:5%:1‘ ﬁ?u ‘/5‘ o i c.)'?u 'g:'i'f/ 3}

1 | : 'i“ [ o, i', ; _ME_.« - _‘ :"-. 1 .{
j)s.f’l‘ "fiﬁe/ { 4@(5’ Wﬁu«,}‘m i\_} ot \—c-:’! pay é’_,(ﬂ"{ ; o { At ).-’:.f[' F . ﬁM{Mﬁv( W}i& T

/&JZ"&-_-W 1%“(3 x%&{: J,W- {',a}‘??.)?’& i’”'f ;/f ?uw“gg; Lt \t ’:fn;\%i“ N

[a P '?)Mkz Pt



?» GJ &%fmm‘fiiwfff '_EJVPO%C_, Uw! ?MFO*#'%;%“L' },7) j’ji-z/ ﬁiﬁ—«%?w

Moy i 4)& able ke Lo edected , Z—-U,qaw.f He [esson L)We/(y!}/\w?
Ao e é:«” Tee Gebion s &L«»‘jz,,.u/ /
. I

4,'_. ’ / r / 2 ;b,.
?o% cbu.ﬂ»‘];’ / %ﬂw$ ,/étz»vj;

s .* * 4 /
i 3 AT T g T ,Q o
o g oo 3, i d{_}w VT e ! ‘ . S , (
S i I ¢ | M\Mf & A6 vy L@ PR (ﬁymi/\%?’['. S

) N . 7 L )
L , ; < oy P
é‘_’ I C.,— /‘”‘O ;jﬁ T LU - Vs o (~.¢,~5.,-;,.L_¢J_,{/ r ’Cy{a D\}{JW o iﬁ;, sa__i O y_ﬁyﬁ;{“(dgg

o Vecant obs g !gm,? Ao *‘;’wmy&/ reute il Conerited Plo S50 b

T

Iy £, .
wit & o faects Ok K yondars Lodd sl Set wp glow on Tl May 7,

. . g A . _?y,! I .{3 oy 7 »
o;}*!la—;r -é-l“?(dff’:a b [ i rwai"(&‘;ﬂ: Sl L 1ot st pra E-PO r*:—\e/{e, “‘7%[

iz (?‘) PR of T Lo Foeed M s é”""'w“";’“’ f?“" 3/ L o o‘// R 4 7’?&"

fﬁ:’ W&%% CN“"&%' 4@%}({&{ £ By f}ii-\a..»u '{M{ OB Bondhmtion "7{"‘1.2, fb?—’wi e



7. ¥ soft drinks are manufactured in glass bottles, the production cost per unit is 40 cents, the
chance of an accident is 1/100,000, and the loss if an accident occurs is $10,000. If soft
drinks are manufactured in metal cans, the production cost per unit is 43 cents, the accident
probability is 1/200,000, and the loss if an accident occurs is $4,000. Precaution by the
consumer has no impact on either the probability or the severity of an accident.

TRy T What 1§ the expected 1088 per unit from deciderits if bottles are used? if cans-are—
used? From society’s point of view, would it be more efficient for soft drinks to be
packaged in glass bottles or metal cans?

b) Suppose consumers do not comprehend the risks of drinking soda out of either
bottles or cans. Suppose also that manufacturers bear no liability for an accident.
o What type of container will be used and will the outcome be efficient?
¢} Now suppose that courts adopt a rule of strict liability in cases like this. What type
of container will be used and will the outcome be efficient?
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