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Abstract

The standpoints of this book is that in-
stitutional analysis from the angle of transac-
tion cost not only cannot grasp the nature of in-
stitution and source of economic performance
completely, but also reaches many theoretical
conclusions conflicting with reality.

In preface, the author gives out the rea-
son that various theoretical criticism of the new
institution economics in the past cannot demol-
ish the framework of transaction cost theory,
and the importance of laying stress on the com-
patibility and completeness of theoretical criti-
cism and coordinating the relationship between
the theoretical criticism and theoretical tran-
scendence in order to disintegrate the frame-
work of transaction cost theory completely,
and further construct new theoretic framework
on the basis of the theoretical criticism system-

atically .
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Firstly, in the beginning of Chapter 1, this thesis
points out why Coase theorem is the core basic theory of the
new institution economics and the theoretic framework of
transaction cost. The reason is that new economic liberalist
has proved that Coase theorem transcends the hypothesis of
“invisible hand” theorem and the basic theorem of welfare
economics by using the analytic tools of zero transaction
cost. And it disintegrates the traditional analytic framework
of “power-efficiency” and “structure-efficiency” and con-
tributes the resource allocation efficiency and existence of
institution to transaction cost. While facing attack of refut-
ing various theories, it laid a theoretical foundation for the
economic liberalism going into the analyzing phase of posi-
tivism. If Coase theorem is not right, neo-institution
economists cannot use the analytic framework of transaction
cost to explain all kinds of questions of institution perfor-
mance very well, and then the analyzing frame of transac-
tion cost cannot transcend other analytic frameworks.

Chapter 2 advocates the ambiguity of the definition of
transaction cost is the product of the analytic framework of
“rationality-maximization-equilibrium” because many cate-
gories which determine the existence of institutions and the
institutional performance such as information, uncertainty
and externality, cannot be harmonious with the analytic
framework of rationality-maximization-equilibrium”, the
new economic liberalism bring out the definition of transac-
tion cost to mediate the contradict between them. This de-
termines the ambiguity of the definition of transaction cost.

Second, we prove the institutional efficiency standard is

_2_



Abstract

wrong. So it is very difficult to analyses and measures the
institutional performance from the angle of transaction cost.
Then we analyses the nature of transaction in the macro-dy-
namic world and the relation between categories in transac-
tion cost economics. We demonstrate if we want to catch
the nature of institutions in the macro-dynamic world, we
have to recognize the interest conflict among social groups
and the interest dependent system from the angle that the
mode of product determines the mode of transaction. The
transaction cost category the new institution economics em-
phasizes isn’ t useful to catch the nature of problems. On
the contrary it will mistakenly understand the nature of in-
stitutions by misunderstanding Commons’ definition of
transaction. On basis of these discussions, we prove “politi-
cal market”, “political Coase theorem” and “political trans-
action cost” aren’ t right because the new institution eco-
nomics misunderstands the political interaction and mistak-
enly attributes it to the contract relation. Finally, we
demonstrate that the analysis tool of transaction cost not on-
ly cannot exclude the interference of value norms, but also
isn’ t operatable in reality because it isn’ t measurable. The
conclusion is that the definition of transaction cost is a use-
fulless and unnecessary definition in the positive and norma-
tive institution analysis.

On the basis of the critique of basic core theories, basic
definition, efficiency standard and other basic categories in
the analytic framework of transaction cost, chapter 3 criti-
cizes the main schools of the transaction cost economics.

This criticism shows theirs faults and then gives more expla-
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nation and conclusions. It maintains the core problem of the
institutional economics doesn’ t lie in the importance of in-
stitutions, on the contrary it the conflicts between the
structure of rights and that of the potential efficiency .The
institutional analysis builds on the analytic framework of
transaction cost isn’ t competent to the problem.

In the chapter 4, this thesis inquire into the analysis
system of transaction cost more deeply from the angle of
methodology. The conclusion is that: there must be many
theoretic mistakes if we recognize the problem of social in-
stitutional performance from the point of transaction cost
because it will result in institutional individualism, contrac-
tism and functionalism. (1) It will result in the paradox
about “the society determines the individual, the individual
determine the society” , so new institutional economists have
to built the behavior theory abstractly and cannot deal with
problems about how “ideology”, “society” and “state” o-
riginate; (2) they have deal with human being as “indiffer-
ent”, “equal” and “free” people, which will attribute peo-
ple’ s interaction to the abstract action with contracts mis-
takenly, and drop into the dilemma of the social contract
theory, and attribute the origin of social conflicts to the in-
dividual opportunism and the existence of institution to that
of opportunism behavor. So they have to ignore the more
essential objective interest conflicts between social group and
the recognition of social production structure. (3) The anal-
ysis system of “rationality-maximization-equilibrium” must
result in functionalism in the dynamic-macro-institutional

analysis, which causes North mistakenly and subjectively
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conclude the relation between the external stimulation and
behavor reaction, and the relation between the need of so-
cial function between the origin and change of social struc-
ture.

In order to smash the analysis system of transaction
cost completely, on the basis of the analyses of above chap-
ters, chapter five brings a reasonable institutional analysis
system for future by absorbing the nutrition of Marxism and
the school of evolutional economics. Its purpose is to indi-
cate the analysis system of transaction cost not only has
many mistakes, but also it is a system, which can be aban-
doned and replaced. The analysis system of “power-efficien-
cy” is the best substitution because it integrate Marxism’ s
macro-institution analysis system with comparative static-

micro-institution analysis system.
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