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%i Forward

This paper is a theoretical study on Risks and Financial Risks based
upon Evolutionary Feonomics and Information Paradigm. We fistly gave a
systematical retrospect on two heterodox paradigms which are very promising
to challenge the mainstream Neo — classical Paradigm, namely, Darwin -
Veblen Paradigm describing cumulative and massive evolutions of society,
and Information Paradigm describing the nuances amongst microstructures.
Secondly, we went on from the start — point where Information Space Theory
(Boisat, 1995} stopped, explored the possibility of the establishment of a
brand — new framework embracing the two paradigms, which could give a
solid foundation to models of institution expansion and institution evolution,
and we did build twoe such models, not through constructive methods, but
through simulative methods, thus, the modeling crisis of Tostitutional
Fconomics was solved, or at least released. With an economic history view,
we probed the informational and institutional contains of the concepts of Risk
and Financial Risk, and so brought the new framework into the study of
Risk. After some laborious analyses, we built a logic process amang
information, institulion, risk and financial risk. Afier satisfying ourselves
with such abstract framework establishment, we tumed our attention to some
more realistic domains. We then started the research on China’s economic

structure and financial structure. We again gave an economic historical study
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on the process of China’s economic organization evolution and the influences
of such process on financial factors, pointing out that the path dependence
effect was the most powerful factor to determine the characteristics of
financial structure’s status quo. We went vn examine two special types of
financial risk, which are the most urgent ames in China today, namely,
Commercial Banking systemalical risk and Stock Market systematical risk.
After some intellectual efforts we drew conclusions as followed: these two
types of risk were process the same essence thal they were bolh rooted in the
macro structure and circumslances, though they showed quite different
characteristics, and they were both the products of the diachrunic {over a
fairly long period) evolution of economic siructure. At last, we discussed the
approach of releasing ithe two types of risk, pointing out that it must be the
only outlet to breaking the path dependence effect and pushing the
institutional bifurcation.

During the four - year — long research and two - year — Jong compesing ,
we always held it as our faith to make some discovery and do some
innovation. We hope our efforts were not completely go lo waste on the
following aspects:

* A brand - new framework was established by embracing Institution
Paradigm and Information Paradigm, and by modeling the institutional
factors through cumulative methods. Such a [ramework is completely
different from the main - stream economics { Neo - classical Paradigm)

* The concepts of risk and financial risk, especially their information
and institutional contains, were expatiated under the framework . By doing
s0, these two concepts that were usually considered in technical domain were
then taken back into the theoretical field. Moreover, the endogencus risk
and exogenous risk were cleardy differenciated, and their respective

information containg were explored.
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¢ The charasteristics of China’s economic structure and [inancial
structure and their theoretical meanings were well concluded by being
cxamined with a long — term perspective. The influences by the fief economy
factors and the logic of transitional economy were thoroughly discussed.

* The duel — accumulation paradox and the duel - characteristics of
the systematical risks of China’s commercial banks were well discussed.

* The cvaluation risk and the systematical risk of China’s stock market
were clearly differentiated, and their relationship was well discussed.

* The solutions to solve the two ahove — mentioned risks were
carefully explored, amd some theoretical breakthroughs were made.

In short, the main objective of this paper is theoratical innovation. We
lried our best ta supply an aliernative framework to economics, an alternative
direction to explanation, and an alternative explanantion Lo real world. How
much the authors succeeded is now right here to be judged by minded
readers. Therefore, we sincerely hope 10 hear your feedback .

The paper is based on Xu's disseniation, and the authors would like to
thank the generous support of the Finance Depall'tment of Xiamen Universtiy
and the unselfish help of Professor G. Hodgson ( of Herfordshire
University), Professor U. Williamson {(of U.C. Berkeley ) and Professor
Qinxian Bai (of Liaoning University) . The advices of the falculties and
docterial students and candidates of the depurtment arc equally important.
Last hut not the least important, we would like to give our thanks to China

Financial & Economic Publishing House .
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Abstracts

The dissertation is a theoretical study on Risks and Financial Risks
hased upon Evolationary Fconomics and Information Paradigm. Tn the
dissentation, the author firstly gave a systematical retrospect on two heterodox
paradigms which are very promising to challenge lhe mainstream Neo —
classical Paradigm, namely, Darwin — Veblen Paradigm describing
cumulative and massive evolutions of society, and Information Paradigm
describing the nuances amongst microstructures, Secondly, the asthor went
on from the start — point where Information Space Theory (Boisot, 1995)
stopped, explored the possibility of the establishment of a brand — new
framework embracing the two paradigms, which could give a solid foundation
to models of institution expansion and institution evolution, and the author
did build two such models, not through constructive methods, but through
simulative methods, thus, the modeling erisis of Institutional Economics was
solved, or at least released. With an economic history view, the author
probed the informational and institutional contains of the concepts of Risk
and Financial Risk, and so brought the new framework into the study of
Risk. After some lahorious analyses, the anthor built a Jogic process among,
information, institution, risk and financial risk. After satisfying himself with
such abstract framework establishment, the author turned his attention to

some more realistic domains., He then started his research on China’s
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economic structure and financial structure. He again gave an economic
historical study on the process of China’s economic organization evolution
and the influences of such progess on financial factors, pointing out that the
path dependence effect was the most powerful factor lo determine the
characteristics of financial structure’s status quo. The author went on
examine two special types of financial risk, which are the most urgent ones
in China toduay, namely, Commercial Banking systematical visk and Stock
Market systematical rizk. After some intellectual efforts the author drew
conclusions as followed: these two types of tisk were process the same
essence that they were both rooted in the macro structure and circumstances ,
though they showed quite different characteristics, and they were both the
products of the diachronic (over a fairly long period) evolution of economic
structure. At last, the author discussed the approach of releasing the two
types of misk, pointing out that it must be the only outlet to hreaking the path
dependence effect and pushing the institutional bifurcation .

T};e innovativeness of the disseriation was manifested in the following
facets:

* First, the two heterodox paradigms were coneluded after a thorough
and systematical retrospect.

* Second, a brand - new {ramework was established by embracing the
two paradigms.,

* Third, the concepts of risk and financial risk, especially their
information and institutional contains, were expatiated under the framework .

* Fourth, the characteristics of China’s economic structure and
financial structure and their theoretical meanings were well concluded.

* Fifth, the Commercial Banking systematical risk and the Stock
Market systematical risk of China were well explored and explained, and

some solutions were reached.
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