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On Coase’s Final Idea about the Relation between Law &
Economy and His Disadvantages: A Case Study in China

Wang Yilin

(School of Economics s Southwest University of Political Science and Law sChongging 401120,China)

Abstract: The early thought of Coase about transaction costs and law’s function has
the profound effect on the economics field,but his later thought about law’s evolution has
not yet attracted enough attention from scholars. Through a review of the differences be-
tween early and later thought of Coase in the field of law and economics, this paper ex-
plains Coase’s later thought about law’s evolution in a case of household contract respon-
sibility system of rural China.It arrives at the following conclusions:firstly,Coase’s idea a-
bout the relationship between law and economy has changed from early thought about
law’s function to later thought about law’s evolution, which are complementary; second-
ly,the decline in institutional evolution costs is the key premise of beginning marginal rev-
olution,and the accumulation of economic power of grassroots also promotes the genera-
tion of pro-market law system; thirdly,there are disadvantages in Coase’s logics of law’s
evolution, and the reform experiences in China show that loosening constraints on vested
interest and ideology,and the supports from supreme political power are necessary condi-
tions for the decline in institutional evolution costs. Therefore,in an ideal context,law in
the transition period should be active to coordinate with institutional evolution from grass-
roots, thereby leading to more pro-market law system.

Key words: positive transaction cost; law; marginal revolution; institutional evolu-

tion (wHE%% ® 1)
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