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Market size

Firm size
(diminishing returns
to scale)

The nature of contracts

Entrepreneurship

Large markets for goods.
Good communications and transportation
that facilitate trade.

Easy entry and expansion, few diminishing
returns in operations, access to capital
markets.

Clear property rights, patent protection. No
expropriation of rents by rent seekers.
Ability to start firms to collect quasi rents on
talent.

Rent-Seeking

III

Large resources go to “official” rent-seeking

sectors, such as the government, or religion.

Large wealth that is up for grabs, especially
relative to smaller goods markets.

Substantial authority and discretion of rent
seekers (such as government officials, army,
etc.) enable them to collect large sums
unhindered by law or custom.

Ability to keep a large portion of collected
rents. In firms, observability of output that
yields appropriate rewards.
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Research Activities

The empirical analysis of inequality,
unemployment, and relative wages;
Economics of growth and
development, the economic value of
improvements in health and longevity.

“A groundbreaking empirical study of
social economics involving wage
inequality and labor demand,
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returns of investment in medical research
and other areas”.




