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Foreword

The key problem of this book is analyzing the market order in the
transforming China by game theory. There are at least five theoretical
tasks we tried to finish; (1) The most basic one is to introduce a new rep-
resentation of a game —the embedded-form by reflecting on the shortages
of classical game theory on building models for social-facts. (2) To form a
theoretical model of polarization of society and mechanisms of social order
by the embedded-form game in order to make game theory be useful to em-
pirical research., (3) To theoretically anatomize the differentiation, correla-
tion and order of markets by using that model as an analytical tool. (4) To
empirically research the differentiation, correlation and order of markets in
the transforming China. (5) To reflect on the theories of bureaucracies(or
hierarchies) , the institutes changing, and the polarization of society basing
upon upper analyses.

There is a story behind each game theoretical model. When using
some kinds of game models to analyze social realities, the classical game
theory didn’t realize that each true story in our life that can be made into a
normal-game model is embedded in sets of cooperation or several coopera-
tive games. It means that the game-theoretic way for social science to use
this knowledge shouldn’t limit it’s analyses by the frame of the mathematic
model itself. And the normal-form(or strategic-form) and the extensive-
form as the only two representations of a noncooperative game are not
enough for game theory. We couldn’t change the game’s situations by
adding hypotheses in order to get a mathematic equilibrium, if we want to

let the game theory be more useful for experiential studies.
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In order to match game theory and empirical studies, this book carried
out embedded-form as a new representation of a game and as a new analyti-
cal strategy for the whole research. The main propositions of it are as fol-
lows: (1) Each true story in our life that can build into a normal-game
model is embedded by sets of cooperative games. (2) If the players can not
get what they want in the frame of the game, they will change their goods
of utility, or replace the game frame, or alter their opponents so that get
they want, (3) On the other hand, some intelligent players also try to
form a formal game as a “trap” to benefit their opponents in order to “buy”
the “cooperation” behind the game.

Basing on the embedded-form games as a research strategy, this book
proposed an embedded-game model of the polarization of society and social
order as a theoretical frame of empirical study to the markets. Many socio-
logical factors were involved in the model including: limited rationality,
multi-utility, meanings making, rituals, and social memory, etc.

The outputs that can bring different utilities to players were taken as
the basis of markets in this research, and the field of behaviors that com-
petitors use to win some certain outputs was seen as a market space. I dis-
tinguished five markets according to what outputs that being disputed by
players; the market of goods, factors, institutions, and attentions. Many
propositions about the order of market were brought forward during this

research.
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