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COASE THEOREM

e Version 1: A clear delineation of private property rights is an essential prelude to market
transactions.

e Version 2: As long as private property rights are well defined under zero transaction cost,
exchange will eliminate divergence and lead to efficient use of resources or highest valued use of
resources. '

e Version 3: The allocation of resources is invariant to the assignment of private property rights
under zero transaction cost and zero income effect.
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