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						Thischapterisunusual.Prescriptiveethicsisnotamainstreamsubjectofstudyinacademic
					
				

				
					
						ﬁnance,andfewifanyﬁnanceprofessors(includingmyself)wouldconsiderthemselvesexpert.
					
				

				
					
						Therefore,unlikemostoftherestofthebook,muchofwhatisinthischapterisnot“conven-
					
				

				
					
						tionalwisdom.”Infact,asfarasIknow,thereisno“conventionalwisdom”aboutethicsin
					
				

				
					
						ﬁnancialeconomics.Nevertheless,Ifeelstronglythatyoushouldatleast
						once
						beconfronted
					
				

				
					
						withethicalissuesanddebateaboutthem.Therearemanyethicalissuesthatariseintrinsically
					
				

				
					
						inbusiness,economic,andﬁnancialdecision-making,butmostcurriculajustignorethem.In-
					
				

				
					
						stead,ourﬁnancialeconomicscoursesusuallyfocusonlyonthe“money-making”aspects,as
					
				

				
					
						ifeconomicchoicesneverhadanyethicaldimensions.
					
				

				
					
						Thequestionsandsupportinganecdotesinthischapterarenotpresentedinanobjectiveman-
					
				

				
					
						ner.Objectivityandjudgment—ifevenpossible—arelefttoyou.Linkedreferencesmaybe
					
				

				
					
						wrongaboutthefacts,intentionallysensational,and/oroutrightstridentintheirviewpoints.
					
				

				
					
						(And,Imyselfdisagreewithmanyofthem.)Buttheyarecontroversialandprovocative—and
					
				

				
					
						thischapteristryingtoprovokenotonlyyourrationalthought,butalsoyouremotions.
					
				

			

			
				
					
						Andhereismyappealtoﬁnanceinstructors:ifyoudiscusstheeconomicsofaproblemthat
					
				

				
					
						oendsyourethicalsensibilities—suchaschurninginclients’ortrustaccounts,breakingcon-
					
				

				
					
						tracts,highpricesoflife-savingdrugsorlowsafetystandardsinplants,allwhenitiseconom-
					
				

				
					
						icallyinone’sinteresttodoso—pleaseshareyourscrupleswithyourstudents.Theyhearall
					
				

				
					
						toooftenourpositivedescriptionofwhatworst-casebehavioreconomistsmayassume,and
					
				

				
					
						eventuallybelievethatthesearealsoyourownpersonalnormativeperspectives.
					
				

			

			
				
					
						Thischapterishighlyexperimental,andwillprobablychangesigniﬁcantly.Comments
					
				

				
					
						andopinionswouldbehighlyappreciated—andpleasefeelfreetovoicethem. Ithink
					
				

				
					
						thereisnoclearanswereithertothequestionsposedinthischapter,orastowhatshould
					
				

				
					
						gointoanethicschaptertobeginwith.
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						WebChapterIII.Ethics.
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						1.EasyQuestions.ToughQuestions.
					
				

			

			
				
					
						Deﬁnition
					
				

			

			
				
					
						Whatisethics?TheMerriam-Websterdictionarydeﬁnes“moral”asasynonymfor“ethical.”One
					
				

			

			
				
					
						Obviousquestionswe
					
				

				
					
						omit.
					
					
						notkill,donotlie,treatothersasyouwanttobetreatedyourself.Thesearethetenetsof
					
				

				
					
						all
						majorworldreligions.Achaptertoexplainthesebasicdoctrinestoanadultstudentis
					
				

				
					
						unnecessary.Ifyouhavenotlearnedyetthatordinarymurderisbad,stimulatingreﬂectionat
					
				

				
					
						thispointinyourlifewillprobablydolittlegood.
					
				

			

			
				
					
						deﬁnitionisthatethicsisabodyofprescriptionsandprohibitions(do’sanddon’ts)thatprovide
					
				

				
					
						guidelinesfordealingwithotherpeople.Fromanintellectualperspective,wecanconsiderboth
					
				

				
					
						normativeissues—whatshouldwedoinaparticularsituation?—andmeta-ethicalissues—how
					
				

				
					
						shouldwecomeupwithprinciplesbywhichweevaluatenormativeissues?Philosophersoften
					
				

				
					
						goastepfurther,andponderhowasocietyshouldbeconstructed,butthisisclearlybeyond
					
				

				
					
						whatmostofuswilleverbeabletoinﬂuence.Instead,wemuststrugglewithethicalissuesin
					
				

				
					
						thecontextofourexistingenvironment.
					
				

				
					
						Therearemanyeasyethicallyunambiguousrecommendations:inordinarycircumstances,do
					
				

			

			
				
					
						Difﬁcultquestionsfor
					
				

				
					
						economists?Wetrain
					
				

			

			
				
					
						Instead,inmyopinion,agoodethicalquestionforthischapterisonethatisnotonlyrelated
					
				

			

			
				
					
						youtobeaneconomist! 
					
					
						tomattersofbusiness,ﬁnance,andeconomics,butthatalsohasnoeasyanswer.Hereisa
					
				

				
					
						goodexampleofsuchaquestion:Shouldacorporatemanager,whohasaﬁduciaryobligation
					
				

				
					
						tomaximizeshareholderwealth,sellaproductthatisharmfulordangerous?
					
				

			

			
				
					
						•Apureeconomistwouldsaythatyoucansell
						any
						product. Itisuptoconsumersto
					
				

				
					
						determineiftheproductisdangerous.Ifyou,astheseller,donotinformthebuyers,itis
					
				

				
					
						stilluptothebuyerstoascertainwhethertheproductisdangerous.Itistheconsumer’s
					
				

				
					
						choicetoinvestigateornottoinvestigate.Infact,consumerscanorshouldassumethe
					
				

				
					
						worst;and,iftheystillpurchasetheproduct,theyaretakingariskinordertogetabetter
					
				

				
					
						price.Aslongasthepurchaseisafreechoice,theconsumerisbettero.Therefore,you
					
				

				
					
						cansellanyproduct.
					
				

				
					
						Financeistrainingyoutothinklikeaneconomist.Andaseconomists,weliketopretend
					
				

				
					
						thateverybodygetswhattheydeserveorpaidfor,sowedonotneedtoponderthe
					
				

				
					
						questionofhowdangerousaproductwecansell.Forus,economicsistheultimate
					
				

				
					
						self-servingdiscipline.Andmakenomistake:economicsandﬁnancearetrainingyouto
					
				

				
					
						becomeanappliedeconomist.
					
				

				
					
						Anextremeeconomistwouldevenallowyoutolieandclaimtheproductissafe.Thear-
					
				

				
					
						gumentwouldgosomethinglikethis:Itistheresponsibilityoftheconsumertoascertain
					
				

				
					
						whetheryouaretrustworthy.Theconsumercanﬁndoutwhattheseller’sincentivesare,
					
				

				
					
						andcouldhaveassumedthatthesellerwaslying.Instead,abuyermusthavewantedto
					
				

				
					
						saveherselfthetimeandeortofdueinvestigation—andsheprobablyevendeliberately
					
				

				
					
						deceivedherself.Theconsumertookacalculatedrisk,andlost.Hertoughluck.
					
				

				
					
						Someeconomistswillpointoutthattherearesituationswhenitisintheself-interestof
					
				

				
					
						theﬁrmnottosellbadproducts.Thereputationallosswouldoutweightheshort-term
					
				

				
					
						gain.Suchsituationsarenotrare,buttheyarenottoointerestinginourchapterhere,
					
				

				
					
						becausethereisnoethicaldilemmaifitisintheﬁrm’seconomicself-interesttodothe
					
				

				
					
						bestthingforcustomers.
					
				

			

			
				
					
						•Ethicistsdonothaveasimpleparadigm.Infact,onmanyissues,ethicistscannotagree
					
				

				
					
						onacorrectchoice.Someethicistswouldarguetheeconomicsperspective.Otherethi-
					
				

				
					
						cistswouldarguethatyoumustdiscloseeverythingyouknow,beforeyoucanletthe
					
				

				
					
						consumerschoose.Stillotherethicistswouldclaimthatitisyourdutytomakedecisions
					
				

				
					
						ontheconsumer’sbehalf,i.e.,whatisgoodandwhatisbadfortheconsumer.Suchan
					
				

				
					
						ethicistmaynotwanttosell
						any
						productsthathavetheslightestpotentialtoharm—even
					
				

				
					
						iftheconsumerisfullyawareofthepotentialforharm.Butmostethicistswouldmake
					
				

				
					
						acase-by-casedecision:Howharmfulaproductcanyousellandstillbeabletosleep
					
				

				
					
						soundly?Thismaybeaprofoundlypersonalquestionwithoutanobjectiveanswer.
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						SideNote: TheFoodandDrugAdministration(F.D.A.)regulatesdrugs.WithoutF.D.A.approval,a
					
				

				
					
						drugcannotbesoldorpurchased.TheF.D.A.thusmakesdecisionsonconsumer’sbehalves,eveniffully
					
				

				
					
						informedconsumerswouldliketobuyandusethedrug—takingtheirchances.
					
				

				
					
						TheF.D.A.approvalprocessisalsoverylongandcostly,andthesinglebiggestreasonwhyitcostsbillions
					
				

				
					
						ofdollarstobringanewdrugtomarket.Thoughwell-meaning,thedelayinmakingmedicineavailable,
					
				

				
					
						whichthisF.D.A.processcreates,mayhavecausedmoredeathsthantheF.D.A.hasprevented.
					
				

			

			
				
					
						Letmeelaborateonethicalperspectives.Thefactthatthereisnoclearconsensusamong
					
					
						TheGoldenRule.
					
				

				
					
						ethicistsdoesnotmeanthatallethicsisrelative.Therearemanyuniversalornear-universal
					
				

				
					
						truths.Forexample,thereisonesimpleethicalrulethatseemstohaveremarkablyuniversal
					
				

				
					
						appeal.Itiscalledthegoldenrule,anditsimplystates,“Treatothersasyouwouldwantto
					
				

				
					
						betreatedyourself.”Inhisbookformanagers,JohnC.Maxwellsummarizesthefollowing
					
				

				
					
						variationsonthegoldenrulefromanumberofworldreligions:
					
				

			

			
				
					
						Christianity“Whateveryouwantmentodotoyou,doalsotothem.”
					
				

				
					
						Islam“Nooneofyouisabelieveruntilhelovesforhisneighborwhathelovesforhimself.”
					
				

				
					
						Judaism“Whatishatefultoyou,donotdotoyourfellowman.ThisistheentireLaw;allthe
					
				

				
					
						restiscommentary.”
					
				

				
					
						Buddhism“Hurtnototherswiththatwhichpainsyourself.”
					
				

				
					
						Hinduism“Thisisthesumofduty;donaughtuntootherswhatyouwouldnothavethemdo
					
				

				
					
						untoyou.”
					
				

				
					
						Zoroastrianism“Whateverisdisagreeabletoyourself,donotdountoothers.”
					
				

				
					
						Confucianism“Whatyoudonotwantdonetoyourself,donotdotoothers.”
					
				

				
					
						Bahai“Andifthineeyesbeturnedtowardsjustice,choosethouforthyneighborthatwhich
					
				

				
					
						thouchoosestforthyself.”
					
				

				
					
						Jainism“Amanshouldwanderabouttreatingallcreaturesashehimselfwouldbetreated.”
					
				

				
					
						YarubaProverb(Nigeria)“Onegoingtotakeapointedsticktopinchababybirdshouldﬁrst
					
				

				
					
						tryitonhimselftofeelhowithurts.”
					
				

			

			
				
					
						Thegoldenruleisnotthesameasthecommoneconomicview.Intheeconomicview,theactor
					
				

				
					
						neednotbeconcernedwithhowtheothershouldbetreated.Instead,hecanassumethatthe
					
				

				
					
						otherpartyisherselfassumingtheworstandwatchingoutforherownself-interest.Infact,
					
				

				
					
						iftheotherpartyisnottakingallprecautions—ifsheisassumingthatyouwilltreatherina
					
				

				
					
						waythatdoesnotmaximizeyourowngain—mosteconomists’reactionwouldbesomewhere
					
				

				
					
						betweenpityforstupidityandamused“Schadenfreude”(pleasurefromhermisfortune).Of
					
				

				
					
						course,theeconomistcanalwayscomforthimselfwiththeclaimthatiftheroleswerereversed,
					
				

				
					
						shewouldhavebeenaneconomistherself,andtreatedyouexactlythesamewayyouare
					
				

				
					
						treatinghernow.Insomesense,thedierenceineconomicandethicalperspectivesonlifeis
					
				

				
					
						thedierencebetweenanexpectationtobetreatedtheworst,andanexpectationtobetreated
					
				

				
					
						kindly.
					
				

				
					
						Thegoldenruleisnottheonlycommonmoralguideline.Forexample,physicianslivebythe
					
					
						Otherrules—andthe
					
				

				
					
						contextofethical
					
				

				
					
						decisions.
					
				

			

			
				
					
						rule“ﬁrst,donoharm.”Treatingyourfellowhumanbeingsequally,justly,truthfully,and
					
				

				
					
						tolerantlyareothercommonandcommendableethicalconsiderations.Inevaluatingethical
					
				

				
					
						choices,perhapsagoodsetofconsiderationsincludestheintentofanaction,theoutcomeof
					
				

				
					
						anaction,andthehistory,precedent,andenvironmentwithinwhichanactionistaken.These
					
				

				
					
						threeconsiderationscanleadtodierentrecommendations.Forexample,eveniftheintentof
					
				

				
					
						apoliticianwhennegotiatingwithhostage-takersisgood(tosavelives),theoutcomemaybe
					
				

				
					
						bad(morehostage-taking).Moreover,ourownethicaljudgmentinevitablywillbecoloredby
					
				

				
					
						howpasthostagesituationshavebeendealtwith,whatthecauseofthehostage-takersis,and
					
				

				
					
						ifanyofourlovedonesareinvolved.
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						WebChapterIII.Ethics.
					
				

			

			
				
					
						SchoolsofEthics.
					
				

			

			
				
					
						Wecanalsogroupethicslooselyintodierent“schools”ofthought,basedpartlyonhowmuch
					
				

			

			
				
					
						weightisplacedonthesethreeconsiderations.
					
				

			

			
				
					
						EmotiveSchoolYour“gut”orinherentmoralcompasstellsyouwhatisrightorwrong.Clearly,
					
				

				
					
						adrawbackisthateveryonehasadierentgut.
					
				

			

			
				
					
						LegalSchoolLawslegislatewhatisrightorwrong.Clearly,adrawbackisthatlawsareneither
					
				

				
					
						universal(andcanbecorrupted,astheywereinNaziGermany),norall-encompassing.
					
				

			

			
				
					
						ConventionalistSchoolSocietalnormsdeterminewhatisrightorwrong.Clearly,adrawback
					
				

				
					
						isthatsocietalnormsmaybewrong.Forexample,racialdiscriminationwasanaccepted
					
				

				
					
						socialnormintheSouthjust50yearsago.
					
				

			

			
				
					
						Cost-Beneﬁt/UtilitarianSchoolEconomiceciencydetermineswhatisrightorwrong.Clearly,
					
				

				
					
						adrawbackisthatalthoughitmaybeecienttodiscardthenon-productiveorsick,such
					
				

				
					
						anactioncangrosslyconﬂictwithourinherentsenseofethics.
					
				

			

			
				
					
						Manypeopledrawtheirmoralcompassfromtheirreligiousbeliefs.Adrawbacktothisap-
					
				

				
					
						proachisthatreligiousbeliefsoftenrequireimposinganabsolutistperspective,evenonthose
					
				

				
					
						whodonotsharethem.Ontheoppositesideofthisspectrumarelibertarians,whobelieve
					
				

				
					
						thateverybodyshouldbefreetodoastheyplease,oftenwiththequaliﬁcation“aslongasno
					
				

				
					
						harmcomestoothers.”
					
				

			

			
				
					
						So,whatistheright
					
				

				
					
						answer—sellthe
					
				

				
					
						dangerousprojector
					
				

				
					
						not?
					
				

			

			
				
					
						LetusreturntothequestionIposedatthebeginningofthissection:shouldamanagersella
					
				

			

			
				
					
						productthatisharmfulordangerousinordertomeettheobligationofmaximizingshareholder
					
				

				
					
						wealth?Mypersonalviewisthat,attheveryleast,youhaveanobligationtoponderatwhat
					
				

				
					
						pointweshouldnotselladangerousproduct.Theanswermaynotbeeasy.Intheend,you
					
				

				
					
						maydecidetheeconomicssolutionisbest.ButIhopeyouwillavoidtheknee-jerkreaction
					
				

				
					
						ofan“economiceciencyargumentautopilot,”inwhichyouautomaticallygowiththemost
					
				

				
					
						convenient,mostself-servingeconomicsperspective.Ialsoadmitmyownguilt:theearlier
					
				

				
					
						chapters’recommendationshaveregularlyignoredanyethicaldimensionsofeconomicchoices,
					
				

				
					
						whenpresent.
					
				

			

			
				
					
						SideNote: IaskyoutoponderanevenmoredicultandubiquitousquestioninScenario
						9
						below:ifyouhave
					
				

				
					
						theabilitytoconvinceanuninformedconsumertobuyaproductorservicethatisvery,veryhighlypriced—for
					
				

				
					
						example,throughamplemarketingandpersuasivesalesmanship—canyoudosowithoutqualms?
					
				

			

			
				
					
						Iseconomicsagood
					
				

				
					
						guideforjustice?for
					
				

			

			
				
					
						Weeconomistsareoften—andjustly—accusedofworshippingonthealtarofeconomice-
					
				

			

			
				
					
						law?
					
					
						ciency(i.e.,wejudgealmosteverythingbywhetheritmaximizestotaleconomicwelfare).So,
					
				

				
					
						iseciencytherightaltar?Thisisinitselfaninterestingquestion:therearegoodreasons
					
				

				
					
						whyeconomiceciencyisimportant.Inthelong-run,mostpeoplewillendupbetteroinan
					
				

				
					
						economicallyecientsystemthaninaninecientsystem.Woulditnotbeunethicaltodeny
					
				

				
					
						peopletobecomebettero?
					
				

			

			
				
					
						Anecdote:GreatBritainandHongKonginthePostWorldWarIIEra
					
				

				
					
						AfterWorldWarII,GreatBritain,oncetheindustrialsuperpowerintheworld,experienceddecadesofeconomic
					
				

				
					
						decline.Well-meaningsocialistideasandlaborunionsheldstrongswayoverBritishsociety,atleastuntilthe
					
				

				
					
						electionofMargaretThatcherin1979.
					
				

				
					
						Atthesametime,asmallrockyislandintheSouthChinaSeabecametheworld’sbiggesteconomicsuccessstory.
					
				

				
					
						Thisthird-worldcountryhadapopulationof600,000andnonaturalresources.Itsonlyadvantagewasthatit
					
				

				
					
						wasnotunderthecontroloftheBritishelectoralsystem,butunderthecontrolofaBritishgovernornamedJohn
					
				

				
					
						Cowperthwaite.Cowperthwaitedeliberatelyignoredalldirectivesfromthehomeland,insteadallowingHong
					
				

				
					
						Kongtobecomeperhapsthepurestexpressionofcapitalisminitstime—childlaborandotheraberrations
					
				

				
					
						included.
					
				

				
					
						Buttheresultsspeakforthemselves:In1960,averagepercapitaincomeinHongKongwas28percentofGreat
					
				

				
					
						Britain’s.By1996,itwas137percent!
					
				

				
					
						(
						Source
						:“TheHongKongExperiment.”[
						www.zambia.co.zm
						or
						www-hoover.stanford.edu
						]
						.“MargaretThatcher.”
					
				

				
					
						[
						www.time.com
						]
						. Foranexceptionallyfunnyandeducativetreatiseoneconomicdevelopment,readP.J.
					
				

				
					
						O’Rourke’s
						EattheRich
						).
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						3
					
					
						·
					
					
						1.A.AnInsiderTradingCaseWithTwistsandTurns
					
				

			

			
				
					
						Letusdiveintoacaseinwhichallsortsofinterestingeconomicandethicalissuesarise. 
					
					
						AnInsiderTradingCase
					
				

			

			
				
					
						OnChristmas2002,SamWaksal,CEOofImClone,learnedaboutnegativeinterimF.D.A.test
					
				

				
					
						resultsonImClone’spromisingcancerdrugErbitux.Hepromptlyinformedhisfamilybefore
					
				

				
					
						thetestresultsbecamepublicknowledge,whosoldtheirsharesandtherebyavoidedmillions
					
				

				
					
						ofdollarsoflosses.In2003,Waksalwasindictedandsentencedto7yearsinjailforinsider
					
				

				
					
						trading.(Ironically,theinterimresultsonlycausedadelay.Waksal’sErbituxseemstowork
					
				

				
					
						andwillprobablysavethousandsoflives.)
					
				

			

			
				
					
						aidsmarketeciency:itmovesstockpricesmorequicklytowardstheircorrectvalues.Second,
					
				

				
					
						thezonebetweenwhatconstitutesillegaltradingbasedoninsideinformationvs.legaltrading
					
				

				
					
						basedonsuperiorbusinessknowledgecanberathergray.Third,thesocialcostofmakingsure
					
				

				
					
						thatinsideinformationneitherleaksnorisexploitedisveryhigh,andwecurrentlycriminalize
					
				

				
					
						evenmanyinnocentslips.
					
				

			

			
				
					
						penaltyforthiscurrentlyillegalactivity?SamWaksalisoneoftheworld’stopbiotechexperts.
					
				

				
					
						Somepatientsconsiderhimasaint,thoughperhapsonewithmildﬂaws,becausehisworkhas
					
				

				
					
						savedthelivesofthousandsofpeople.Hisincarcerationwillslowdowntheongoingworkof
					
				

				
					
						ImClone—afactthatcouldcostthelivesofthousandsmorepeoplewhowillnolongerbeable
					
				

				
					
						tobeneﬁtfromwhatWaksalmightyethavedone.(WhatifWaksal’seortshadsavedorcould
					
				

				
					
						saveyouorafamilymember?)IsitbettertoallowWaksaltoforfeitapartofhisfortuneand
					
				

				
					
						therebystayoutofjail?Thevictimsofhisinsidertrading(theshareholderswhoboughtthe
					
				

				
					
						sharesattoohighaprice)couldbemadebettero.Cancerpatientscouldbemadebettero.
					
				

				
					
						AndWaksalwouldbemadebettero.
					
				

			

			
				
					
						remedy,wouldthisbeenoughtodeterfutureoenders?Couldfutureinsidertradersavoid
					
				

				
					
						penaltiesiftheyshelteredtheirfortunesinshellcompanies?Wouldcompaniesjustmakeup
					
				

				
					
						thepenaltyforexecutivesconvictedofinsider-trading?
					
				

			

			
				
					
						SideNote: Deterrenceisitselfaninterestingquestion:arecriminalsgenerallyrationalenoughtobedeterred
					
				

				
					
						bypenalties,andmoredeterredbyhigherpenalties?Waksal’sdecisiontoinformhisfamilymusthavebeen
					
				

				
					
						irrational:itwasobviousthattheImClonetradingwouldbeinvestigated,andthattheinformationcouldbe
					
				

				
					
						tracedbacktoWaksal.WhatwasWaksalthinking?
					
				

			

			
				
					
						Moregenerally,shouldricherpeople,orpeoplewhohavecontributedmoretosociety,orpeople
					
					
						Shouldjusticebeblind?
					
				

				
					
						whowouldcontributemoretosociety(aneconomicgainthatincarcerationwoulddestroy),be
					
				

				
					
						allowedtopayinordertogetawaywithactionsthatotherscannotgetawaywith?Wealready
					
				

				
					
						canseesomeofthisdierentiationtoday:bailismoreeasilymetbywealthierpeople,andmany
					
				

				
					
						penaltiescomeintheformofachoicetotheoender:payXdollarsorgotojail.So,should
					
				

				
					
						wegosofarastoallowricherpeopletocommitcrimesifthis“canmakeeveryonebettero,”
					
				

				
					
						e.g.,ifwethenhadthempayamplecompensationtothevictims?Whatiftheycommitparking
					
				

				
					
						violations?breachofcontract?speeding?fraud?rape?second-degreemurder?ﬁrst-degree
					
				

				
					
						murder?Wheredowedrawtheline?(Considerthatthevictimscouldreceivealotofmoney
					
				

				
					
						thattheymightnototherwisereceive.Andconsiderthatyoucouldbethevictim!)
					
				

			

			
				
					
						Anecdote:Waksal,Milken,andGiuliani
					
				

				
					
						FameandfortuneprobablyhurtWaksal.Thepublicitysurroundingthecasewouldhavemadeleniencyinthe
					
				

				
					
						sentenceverydicult,andthetoughconvictionhelpedprosecutorsandjudgesnotonlyto“setanexample,”but
					
				

				
					
						alsotomakeanameforthemselves.AsimilarcasewastheprosecutionofMichaelMilken,formerjunkbond
					
				

				
					
						king,whohadcreatedamarketforpublicﬁnancingforcompanieswhohadnoprioraccessthereto.Milken’s
					
				

				
					
						prosecutionundoubtedlyhelpedayoung,ambitiousRudolphGiulianilaunchhispoliticalcareer.AmongGiu-
					
				

				
					
						liani’smoredubiouspracticeswasthedroppingofindictmentsagainstMilken’sfamilyinexchangeforaguilty
					
				

				
					
						pleabyMilken.
					
				

			

			
				
					
						Economistsaredividedonwhetherinsidertradingshouldbeprohibited.First,informedtrading
					
					
						Insidertradinglaws
					
				

				
					
						themselvesmaynotdo
					
				

				
					
						good.
					
				

			

			
				
					
						Butignoreforamomentwhetherinsidertradingshouldbelegalorillegal.Whatistheright
					
					
						ShouldweallowWaksal
					
				

				
					
						todomoregoodoutside
					
				

				
					
						ofprison?
					
				

			

			
				
					
						Butthereareproblemswiththeﬁnancialpenaltysuggestion:Ifforfeiturebecamethesolelegal 
					
					
						Problemswith
					
				

				
					
						deterrence.
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