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Abstract

Both the Coase Theorem and the concept of transaction costs are important in economics.
In this paper, amodified Coase Theorem is proposed so that it not only better captures Coase's
original intentions but also reflects more accurately the common interpretation of the Theorem
in the literature. Concerning the concept of transaction costs, a different perspective is
suggested to illustrate the following results: First, the case where transaction costs are reduced
to the limit is specifically identified. Secondly, transaction costs are valuable in the sense that
transaction costs constitute the driving force behind the whole valuation process.
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(1) This, of course, throws into tatters most of what economists know about
the world.

(2)With that conclusion, we may as well close the book on economics.
(3) The author is on to something important.

the author makes us realize
(1) that we implicitly use the term [of zero transaction costs] in a
more limited sense than its literal meaning suggests and
(2) that the literature has not defined the term satisfactorily.
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