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A Preliminary Study on the Theory of Interest Conflicts in Market
MA Chuanjing

Abstract: Economics is a specialized theory about the market economy. Two black boxes need to be
opened in order to understand how the market economy works. One is the harmonious operating mechanism
of market interest, and the another is the balance and control mechanism of conflicts of market interest.
Neoclassical economics focuses on harmonious interests, which is therefore an incomplete theory of market
economy. Conflicts are everywhere in the real world, which especially exist in a large number of transactions,
including those among buyers, among sellers, between buyers and sellers, as well as between individuals
and the whole. Conflicts of interest in the market are inevitable because human's rationality is not reliable
and man is a mixture of rationality and irrationality. Institutional factors such as monopoly, information
asymmetry, imbalance between supply and demand and so on are also the root of conflicts of interest.
Conflicts of interest in the market can be alleviated but not eliminated, and it is necessary to continuously
improve the system and culture required for the development of market economy. Meanwhile, conflicts of
interest brought by irrationality need to be resolved resorting to rationality, strong coordination, negotiation,
communication and games. Through this way, agreements can be reached and contradictions can be defused.
China needs economics of conflicts of interest in its institutional transition, which is also where the hope of
major creations of economics lies.
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