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ABSTRACT

The practices and development of market economy in China
are facing many challenges. The development courses of market
economy over the world show that market mechanism is the core
of modern market economy, the developing process of market e-
conomy and that of market system relate together closely and go
head by head. Therefore, this book chooses the fostering and ac-
compolishing of market system of China as its observing and
thinking starting point.

The book is different from previous studies on market and
market system in the following three aspects.

The first,. on supporting theories, the paper bases mainly on
market theories, but does not restrict to them. While on the
foundation of rich achievements of modern economic theories,
the author attempts to open up new theoretical sources, and seek
for new theoretical supports. Hence, the theory of institutional
changes is introduced, and also combined with innovation theo-
ry, property rights, transaction costs, supply-demand and cost-
revenue analytic models of standard economics. Thus the pro-
found theoretical foundation of the paper has been laid.

The second, on studying point of view, traditional research
patterns which analyzed markets by their types, for example,

consumer market, factor market, service market, labor market,
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capital market and so on, are broken through, while the general
characteristics of various markets — organizing exchange activi-
eties, reflecting exchange relationships and obeying exchange
rules are studied. The fostering and accompolishing of market
system are considered as the constructing and innovating of mar-
ket institution from theoretical abstract viewpoint, and also put
into the analytical framework of Institutional Economics. In this
way, the auther initiated to explore the building up of market
system in China in a new approach and theoretical sight.

The third, on studying approaches, previous research meth-
ods which are discussed market and market system isolatedly,
superficially and only in light of themselves are abandoned, and
systematic, dynamic and relevant train of thought are induced.
With market system being integrated into social economic opera-
tion, and market institution combined into society’s institutional
structure, the strategic solution of market institutional construc-
tion are searched after by seeking for the interrelation and inter-
action between market institution and other ones.

Based on the combination of logic reasoning and empirical a-
nalysis, this dissertation deduces an important viewpoint: the
completion of market system and the construction of market in-
stitution in China could not be divided from society’s economic
operation, the process of market institutions construction after
all depends crucially on the situation and changes of overall insti-
tutions in society. Therefore, the strategic solution of market in-
stitutional construction in China is institutional structure innova-
tion, that is, the overall innovation of institutional structure

formed by property rights institution, enterprises institution,
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market institution, government institution and law institution.

The paper consists of 2 parts, and altogether 8 Chapters.

Part 1 forms the theoretical foundation of the whole disser-
tation. It starts with the explanation of several core concepts:
market, market institution, institutional structure, and the in-
novation of institutional structure. Then the demand and supply
of market institution are presented from both static and dynamic
aspects by applying supply-demand analysing frame, At last, a
general judgement on the supply and demand situation of market
institution in China is that the overall and continous shortages
and partial, temporary surplus exist together, and the basic cau-
ses are discussed briefly, too.

Chapter 2 overviews the historical track of China’s market
institution, In anciet society, after surplus products and private
ownership came out, barter arose and then market — a place for
commodities exchange — took shape. In the long period of slave
and feudal society in China, market and market institution had
been developing very slowly, while in the 1930s it experienced a
short vitality. From 1949—1978, there was no real market and
market institution because of planned economy. The market ori-
ented economic reform beginning in 1979 pushed market develo-
ping and market institutional innovation. The very briefl retro-
spect on the evoluation of China’s market institution shows the
situation and changes of institutional structure in China deciding
the developing courses of market institution,

The major institutional characters and obstacles on market
institution construction in China at present are found at perspec-

tive in Chapter3. In the light of the above retrospect and per-
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spective, the strategic solution of China’s market institution con-
struction — institutional structure innovation is put forward,
thus foming a natural switch from part 1 to 2.

Part 2 includes chapter 4—8, property rights institutional
innovation, enterprises institutional innovation, market institu-
tional innovation, government institutional innovation and law
institutional innovation is discussed in each chapter respectively.
In every chapter, the auther does her best to present some per-
sonal opinions based on her own study and deliberation connected
with the practices of China’s institutional changes.

Chapter 4 is on property rights institutional innovation. Af-
ter a chief exposition about the concept, classifications, features
of property rights, and the mutual relations between property
rights and market, the chapter analyses in detail the essential
causes — undefined property rights and nominal property opera-
tional principal — of low efficiency about state — owned enter-
prise, and then points out that property rights innovation in Chi-
na should emphasize;: @ the reasonable structure of different
kind of property rights; @ the determination of the real and par-
ticular operational principal of national property, and the founda-
mental resolution is the perfection of principal — agency mecha-
nism.

Chapter 5, enterprises institutional innovation, first regards
the crucial qualities of enterprises as independence and autonomy
comparing to those of government.and market on the condition of
modern market economy, secondly, differentiates modern enter-
prises instiution from enterprises institution, thirdly talks about

the interrelations and interaction of enterprises and market, and



