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Abstract

Frankly, the foundation of free economy is a great progress of hu-
man society. In some degree, we can attribute global prosperity to
free competition. P. A. Samuelson believed competition mechanism
is highly sophisticated. But free competition leaves much to be per-
fect. In fact, free economy comes across many serious problems in-
cluding economic crisis, inflation and so on. K. Marx believed pri-
vate ownership is the root of economy crisis and brings proletarians
poverty and called on proletarians to unite and beat capitalism down.
J. M. Keynes believed economic crisis is result from deficiency in
social valuable ability to purchase. In fact, the rule of competition
is still valuable, and it has to be regulated. Unfortunately, scholars
in economics have not found a way to improve social valuable abili-
ty to purchase .

Banking institution is the key factor in market economy. All in-
terests are counted into cost that will be inflected in price. No mat-
ter how high it is, interest never is a part of Social valuable ability
to purchase. Some of it has been taken as bank'’s cost and profit, in-
terest can't make up the loss of inflation. By bank institution, mon-
etary capital and productive capital have been greatly enlarged. Bank

institution is beneficent both to monetary capital and productive cap-

3



ital other than all depositors. So all problems in market economy are
concerted with bank institution and the key point to resolve these
problems is to reform investing financing and institution. Rational
competition should ensure that public share capital income. Under
the rational competition system, all people will receive their income
by laboring and investing, and qualified brokers will offer unskillful
individuals aids.

Free competition of market economy resulted from supplying
shortage and in-convenience in communication. Its way to adjust so-
cial production and sell commodities is directly linked with the way
to communicate among people. The way to adjust social production
and the way to sell commodities are wasting, deficient, awkward
and no long suitable to rapidly developed economy. Rational compe-
tition must use modern communicating technique as much as possible
in adjusting social production and selling commodities. Internet net-
work offers an easy, convenient and cheap way to communicate
among consuniers and manufacturers. [t means that it is very easy (o
know detail information of consumption by offering discount in or-
dering. 1t opens a rational way to adjust social production. Rational
competition in adjusting social production means that only well quali-
fied manufacturers who promise to offer consumers commodities or
service with best quality and at lowest price are permitted to share
productive quota. Rational competition in adjusting social production
is an open, well-organized and highly competitive process. The
manufacturers failing to keep their word will be fined or punished.
The most serious punishment is to cancel their permission to run
business. Such as a rational institution in adjusting social production

and in commercial circulation will be directly established.
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Technique is not only the most important impetus of human soci-
ety, but also a key fact to gain competitive advantage for enterpris-
es. Technique provides a new way of consumption, and offers new
power of consumption. Discontinuity in technique will result in sur-
plus of productive ability and economic periodicity. In generally, the
existed protection system of technique delays the development of
technique and brings serious economic problems. Rational competi-
tion institution requires reinforcing management in scientific re-
search, establishing a system to make up public technique and short-
ening the period of protecting patent. Off course, as a special
monopoly fact of economic development, it must be well discom-
posed. Only those qualified manufacturers can use relative technique
by paying and by biding.

Further more, economics believes the way to handle the property
which belongs to qualified enterprise is main difficulty in special-per-
mission of biding system. In fact, separating enterprise’s ownership
of capital in kind from capital in money can transmute monopoly into
rational competition.

The purpose of rational competition institution is to enhance
people’s income. But it does not intend to injury the rich people.
Rather different from the common idea, the rational competition in-
stitution liberates the existed capital owners {from over competition.
Because {ree competition is not suitable to modern economy, enter-
prises always face risks from employees, over competitor and false
information. Rational competition is good way to keep their money

save.
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