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ABSTRACT

This thesis is a study on transaction process and game. It focuses
on organizing, game and common selection during the transaction; the
contractual arrangement for the transaction.

Based on the experiences on international trading practice, price
level is not the only key issue during the market competition; game the-
ory and marketing skill are also not the only major tools for market occu-
pying and/or market expanding. Foundation of market promoting is
more likely based on the participants’ mutual understanding, the reason-
able “relation” or “net” among the pertaining participants, and the
team organizing. Many studies have explored the principle of complex
trade and multiple market structure. According to the practice of trans-
action, these studies have analyzed and theorized the enterprises struc-
tural changing, intermediate organization, institution and policy selec-
tion, format of integration, etc. caused by transaction. But, some of
the analyzing and theory conclusion, for example, the Incomplete Con-
tract and Transaction Costs, have to be improved; the relationship be-
tween the studies has to be explained. In addition, to study the issues
in transaction, such as non — price competition, long — term coopera-
tion, transaction stability control, team organization, etc. , it is neces-
sary to study the process and principle of contracting, transaction organ-
izing and game structure etc. in detail.

From the process for reaching and operating transaction, this study
tries to analyze the principle of common selection among the pertaining
transaction parties, the function of this principle on transaction, and

‘

‘relation” and “net”. There are three major issues

make of transaction
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on common selection, 1) the common selection between the pertaining
parties ( Buyer and Seller) , the target is to sign the Contract; 2) inter-
nal adjustment of the participants, such as team organizing, internal
structural adjustment, meeting the requirement of market competition
and marketing strategy, etc. ; 3) Common selection among the conge-
neric competitors, like competition coordination system, custom or reg-
ulation, basic criteria, etc. , the same will form the market competition
structure.

There are two major supports for this study, 1) practical back-
ground is international trade. The reference will be of the sum - up and
abstract from the transaction practice, which include normal ‘internation-
al trade, the big international projects contracting and service transac-
tion, etc. ; 2) academic studies on Contract, Transaction; theory on
International trade, Institution, Public Economics, Mathematics, Con-
trol, Revenue, and Law. Idea is, based on the transaction practice and
following the classifying to Merchandises in Arrow — Debreu studies, to
divide the transaction to several Simplexes (or Units). The Simplex
(not the Transaction) will be the smallest and ultimate analyzing unit.
Before signing of the Contract, participants have to adjust their own tar-
get transactional function through discussion, bargaining and negotia-
tion. Contract Homology Model will study and describe this process.

Beside Preamble, the study is divided to three (3) parts or nine
(9) Chapters. The Preamble discussed the purpose of the study, i. e.
analyze and explain the relationship between price decision and non —
price issues’ selection among the transaction; the marketing activities
caused by the relationship. Essentially, the Contract is the institutional
arrangement of the Transaction. All the academic resolution on price

decision and non — price issues selection have to match the actual trans-
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action practice and be able to be used to explain and guide the transac-
tion operation. The first part (Chapter-l and 2) is the review on major
line of the academic study, basic theory structure and typical model.
Based on the transaction operation, the complete process of transaction
has been divided to three main stages, i. e. Feasibility Study, Contract
(agreement) , and Execution (Implementation). Contract stage will ar-
range the whole transaction in detail; it is the key and core sector a-
mong the three. Second part ( Chapter 3 to 6) is discussing on Contract
Homology Model, it shows the machinery of the contract organizing.
The study has analyzed the competition organization (to form an Ap-
proximately Perfect Competition ), the contract adjustment caused by
changing of state, the function of the Agent, long — term relation be-
tween the participants ( Buyer and Seller), calculation on transaction
costs, transaction stability control, and contract completeness issue,
etc. . According to the Contract Homology model, participants will de-
cide the essential regulation for transaction, organize the transaction
structure and finalize the non - price arrangement ( this is the technical
basis of transaction) , and then decide the price level. The third part
(Chapter 7 t0 9) explains other selection by the participants, i. e. or-
ganizing, acclimatize themselves to the transaction, internal structure
adjustment of the participants, and the changing of external structure,
etc. . The participants are not able to change the market system they are
pacing for a specific transaction. They can only try to adapt the transac-
tion constraint in the markel. For those transaction which may be re-
peated, they will try to adapt themselves or adjust the market so that
they can stabilize the transaction ( get more contract and smooth the im-
plementation) , reduce the transaction costs and assure ( improve) the

transaction efficiency. The normal ways are of select properly on trans-
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action mode, internal or team organizing, structure adjustment, adapt
the market requirements, group activities and let the authorities to ad-
just the market system or regulation, etc.. In the last part of the thesis,
it is summarized the discussion on Transaction, Contract, Game and O-
vershooting during the transaction, and case analizing.

This study has discussed the pertaining academic and operation is-
sues on transaction. The major new academic points are as follows:

I. Studied the principle of transaction. Transaction has to sign and
implement the Contract. Signed Contract .is the integrated transaction
terms, and it is the common selection of the participants. The selection
is between buyer and seller, the target is to sign the transaction con-
tract. There are other selections (internal or among congeneric competi-
tor) , they come into being the team working, market adaptation and
market system adjustment. Among the selections, the price decision
and Transaction Constraints (includes Default Constraints) are the ma-
jor key issues. Constraints will effect on the price decision. This opin-
ion has improved the understanding on transaction, if the Constraints
are fixed or constant, transaction will depend on price level only - —
this conclusion is same as the traditional trading theory.

2. Contract Homology Model. The model attempts to use a new ap-
proach to study the transactional structure. The model shows, all the
transactions ( different kinds of trade, like domestic, international or re-
gional ; different transaction complexity or internal structure) have same
operation machinery. The machinery on Contract is also same. The only
difference is Constraints, Merchandise or complexity of the transaction.
Contract has to consider price and non - price issues ( Constraints) ;
price is not the only key point and target. This model also shows very

clearly that any contract is incomplete.
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3. Form an “ Approximately Perfect Competition” in Imperfectly
Competition. This gives the chance to set up (and close to) the Perfect-
ly Competition even in monopoly competition.

4. As the result of transaction game is unstable, it is requested to
control the stability of transaction. The importance of stability control
and major consideration to the stability control has been stated. To con-
trol the stability of transaction, it has to control stability of implementa-
tion and stability of exterior factor. The foundation of the stability con-

trol is the partition of actual control right.

5. Offered a way of transaction costs calculation. The transaction
costs is divided to four categories, i. e. Institutional costs, Structural
costs, Organizing costs and Failures costs. According to this system,
the transaction costs can be calculated clearly and easily.

6. The thesis has studied the Transactional Overshooting. Based
on the studying to Transaction costs and Overshooting, the thesis has
then explained the reason to select long term cooperation between the
participants.

7. It is analyzed the game Structure of Contingent Merchandises
transaction, i. e. both Cooperative and Non ~ cooperative game. It is a
new approach to study the transaction.

8. Academic discussion on other issues, i. e. position and function
of Agent, long — term transaction relationship, possibilities on Contract
adjustment, and the team organizing, structure modify, contract struc-
ture selection formula, and trend of incorporate, etc. , though experi-
ences on these issues have been widely recognized in transaction prac-

tice.

Keywords: Transaction, Contract, Common Selection, Homology
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