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Abstract

During recent decades, the modern theory of firm has under-
gone rapid improvement — through Transaction cost theory, as-
sets specialization theory, contract theory, property right theory
and knowledge theory — what will be its improvement or break-
through in future? Having run through the course of rising, pros-
perity , decline and revival, Austrian economics also confronts
the same question, These two domains seem to have nothing to do
with each other at first sight. But to our surprise, it is the integ-
rity of these two domains that brings about the greatest break-
through in Austrian economics during this decade. And acts as
the vital part of it.

However, the researches of this domain develop quickly,
many literatures exist in form of working paper presently, which
involves a lot of factors, and many streams of research have noth-
ing to do with each other, so there don't exist documents in this
domain so far, which can integrate and distinguish the present re-

search systematically, and analyze and evaluate its contents im-
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personally. This paper tries resolving above problems generally.

This paper analyses the Austrian theory of the firm, inclu-
ding its emergence, angle of view, theoretical frame and funda-
mental, research method, the aspects which promote the develop-
ment of this theory, the flaws and trend of this theory, and ar-
gues that the theory of the firm which involve Austrian economic
theory would not be the original theory of the firm,

More importantly, this paper argues that the research impul-
ses the advance of Austrian economics, but also discloses the con-
tradiction and inconsistence. This article hereby analyses some
deep problems which still were not awared by present research,
and argues that the problems touch the core of Austrian econom-
ics through researching the history of economic thoughts. There-
fore, this paper argues that the Austrian economics embedding
the theory of the {irm will face with serious and important innova-
tion, and probably appear the second renaissance.

The research idea of the essay is, sort these literatures ac-
cording to their rough research directions, and choose representa-
tional literatures to interpret, then systematise these directions,
gave them logic line an inherence relation, in the end we study the
Austrian theory of the firm from theory of the firm, Austrian eco-
nomics and history of economics thought to compare them and
bring forward own point of view.

This essay will be divided into seven chapters: The first

chapter will initially analyze the cause and inner impetus of the
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theory of firm of Austrian economics proceeding {rom some prob-
lems of current theory of firm; secondly analyze the inner theoret-
ical origin of Austrian economics and theory of firm, and finally
discuss the research perceptive, theoretical frame and theoretical
basis of the theory of {firm of Austrian economics.

The first chapter will initially analyse the cause and inner im-
petus of the theory of {irm of Austrian economics proceeding with
some problems of current theory of firm , secondly analyse th ein-
ner theoretical origin of Austrian economics and theory of firm,
and finally discuss the research perceptive, theoretical frame and
theoretical basis of the theory of firm of Austrian economics.

The second chapter will study the theory of the firm proceed-
ing from the theory of order and regulation in Austria. First of
all, it will briefly introduce the theoretical basis of economical or-
ganization, study the distinction and connection of organization
order and market order, the orgin, evolution and transformation
of different orders. Secondly , it will try to construct a theory of
firm which has broken the train of thoughts of firm —market di-
chootomy from the perceptive of the revolution of order and regu-
lation, so that firm will be transformed to series of interacting
process from result of equilibrium; study firm’s process ol devel-
opment from coming into being to bringing about order; discuss
whether {irm will lose its organizational features due to this.
Next, it will discuss other people’s research {orenterpris accord-

ing to the perceptive of order such as Langlois _ and Khalil, Fi-
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nally, it will introduce Kapas s criticism and introspection of the
Austrian theory of order and regulation and his trains of thoughts
of constructing a new theory of the firm. The third chapter will
study how Austrian knowledge theory and Hayek’'s knowledge
theory inspire Austrian economics itself.

It will firstly briefly introduce some present researches on
theory of the firm from the point of view of Austrian knowledge
theory and its plasmodium. The second section, it will introduce
Minkler’s criticism on asymmetrical informational model theory
and his emphasis on decentralized knowledge and analyse focally
the challenge of decentralized knowledge against theory of firm
and promoted by him.

The third section will introduce Foss's refutation against the
thesis of decentralized knowledge challenge against authority un-
der the background of knowledge economy by way of surprising
using Neo—classical theory and Mises’s criticism on mixed mecha-
nisms. and his criticism on multi — layered coordinating mecha-
nisms. Next, it will further deepen the criticism above through
the reflection of the distinction and connection between decentral-
ized knowledge and distributed knowledge, discuss again the
questions researched above on the base of distributed knowledge
and show the opinion that the new symposium will challenge both
theory of firm and Austrian economics.

The fourth chapter will discuss the experimental essence of

firm for both the order of expansion in the previews chapter and

9
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the knowledge theory in the third chapter are essentially depicting
a adapting course of continous exploration. First of all, we hold
the research for the course of experiment in Austrian theory of
firm suggests the change of object of economical experiment in
Austrian economics. Secondly, it will compare and analyse the
definition and function of economical experiment , then combine
the organizational economical experiment and enterprise theory.
Next we will study how Foss construct the theoretical base of a
microcosmic and dynamic view of property right for the capital
theory of Austria, especially the unusually quality capital theory
and this attempt’s crucial function for the experimental essence of
theory of the firm. Still nest we will discuss the experimental es-
sence of firm’s manufacturing coordination and organizational im-
provement and prove that the reason for the existence of firm is
that firm is much better at this kind of experiment than market.
Finally, we will attribute all the standpoints of these researches
or the impetus of firm's experiments to the entrepreneur’s func-
tion of judgement, prove that the entrepreneur’s judgment is es-
sentially experimental and that firm is the experimental object
carrying out the entrepreneur’s judgement,

In the fifth chapter, we will discuss the previous chapters
with special cases about every more essential market prcoess en-
trepreneurship theory and then naturally push the discussion of
theory of the firm to the theoretical {rame of market process.

Firstly, we will discuss the entrepreneurship in market process
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and the relationship between knowledge and real ignorance, Then
we will study whether a enterprise can survive with transaction
cost in a equilibrium frame and why Austrian entrepreneurship
theory need a theory of the {irm as its theoretical support. Then
we will discuss Lachmann’s question in Austrian economics and
the relationship between firm and market. Next we will introduce
a research which integrate the present construct theory and entre-
preneurship theory based on the market process theory. Finally,
we will discuss some other opinions,

In the sixth chapter, we will study other propositions in Aus-
trian economics which can’t be summed up into the main thread of
logic above. Firstly, they are Mises Praxeological Theory, Aus-
trian cognition theory and Lachmann’s manufacturing theory and
question of coordination etc. Soon afterward, we will study the
Chinese conomist Tony. Yu research on coordination theory
based on Mises Praxeological Theory and Lachmann’s manufac-
turing coordination question. Next we will study Foss’s research
which treat enterprise as an cognitive substance and the research
on other Austrian cognition theory of the firm, Then we analyse
the question based on Mises’s system of reference theory.

the seventh chapter and the eighth chapter are the most im-
portant content, In the seventh chapter, we will carry out a sys-
tematic and summarizing retrospection and introspection, espe-
cially estimating objectively the research carried out by Austrian

school, point out and discuss some deep level questions and pro-

M



12

BRI RV EBRAR

mote some opinions of my own. In the eighth chapter, we argues
that the research impulses the advance of Austrian economics, but
also discloses the contradiction and inconsistence. This article
hereby analyses some deep problems which still were not awared
by present research, and argues that the problems touch the core
of Austrian economics through researching the history of econom-

ic thoughts.

Key words: Austrian economics; Theory of firm; Praxeolog-
ical Theory; Market Process; Entrepreneur’s

Theory.
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