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Contractual Basis for “Thriving Businesses”

MA Tai-chao
( Rural Development Institute, Chinese Academy of Social Sciences, Beijing 100732, China)

Abstract: Contract selection is the micro foundation in analyzing economic behavior. So the analysis of
“thriving businesses” is inseparable from the inspection on agricultural contracts selection. This paper
constructs a framework composed of three types of variables including environmental parameters, trader
characteristics and transaction dimensions to comprehensively examine the economic logic of agricultural
contract selection. Environmental parameters are the starting points for contractselection; they act as a
macro background to influence the choice of agricultural contracts under the established institution; Trader
characteristics refer to the economic and social attributes of transaction participants. They are the driving
factorsinteracting with environmental parameters to affect the contract structure; the transaction dimen—
sions are used to describe the characteristics of a specific transaction. The interaction of these three varia—
bles together determines the transaction attributes, which in turn determines the transaction costs. An
effective contract is the one that minimizes transaction costs given the above variables. The best match

between transaction attributes and contract arrangements is the key to thriving businesses.

Key Words: agricultural contract selection; environmental parameters; trader characteristics; transac—

tion dimensions; transaction cost



