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ABSTRACT

The significance of the topic selection

We are now changing our economic system from planning economy to market economy. The
establishment of the market economic system has made market become the most important
instrument in allocating social resources. Social productivity has been developed rapidly, and our
economic construction has got great achievement. But in this process, some new problems have
aso emerged, which impede the further development of the economy. Along with the reform of
the economic system, great changes have taken place in our firms hcentive mechanism, in the
model of management, in the way of resource allocation and in the macro-economic environment.
Some old laws, regulations and patterns of economic management have been abolished, and new
ones are being set up gradualy, which are fit for the market economy. Some already-made laws
and regulations couldn’ t exert their due effect because of the lack of integrity or the divorce from
the economic reality. This situation leads to many problems, for example: there are no regulations
for many problems or it’ s very difficult to follow the regulations; there is no way to control the
behaviors of the economic participators effectively; some conflicts couldn’ t get proper precaution
and resolution; some contracts between firms couldn’ t be performed properly, the socia credit
becomes weaker etc.. All these problems lead to the disorder of socia economic rules and the
intensification of credit crisis and ethical crisis, which have brought much negative impact on the
development of our sociaist economy. The purpose of this paper, is to analyze the firms
contractual behaviors in the period of system reform by using theories and cases, to study the
problems of our present contractua legal systems, to find the reason of the disorder of our
economic rules and the reason of the failure of performing some contracts effectively. On this
basis, the paper tries to find some resolutions for these problems. So, the topic selection of this
paper has theoretical as well as practical significance.

Emphasis of theresearch

Based upon the redity of Chinese economy in the period of system reform, this paper, by
using the economic theory of contracts, makes study on the firms' contractual behaviors and the
existing problems, and analyzes systematically the causes of these problems. (1). The paper says
that, in the time period of planning economy, when the allocation of resources depended mainly
on administrative decrees, firms had no decision-making power in management, and the interest
adjustment among individuals and firms was mainly made by administrative plans. The reform of
economic system has made market the basic instrument in resource allocation. On the meanwhile,
as the economic participators are equal, the economic relationship between them could only be
bind by contracts. Thus, contracts have become one of the most important instruments in
upholding the economic order of society and adjusting the interest relations between market
participators. So, we should pay much attention to contractua relations and should make them in
good order. (2). The paper suggests that, nowadays our system of market economy is imperfect,
laws and regulations fit for market economy are not complete, and other laws and regulations
associated with contractual laws are not perfect. So the contractual behaviors of the market
participators are lack of effective legal binding, and there are no generally accepted market



working rules and contractual behaviora rules, which are the main causes of the weakening of
socia credit and the disorder of social economic rules. (3). The paper suggests that in order to
rebuild our economic order, we should carry forward our system reform, and set up and make
perfect our law system, which include contractual laws and is fit for the market economy system.
We should establish new ethical system and new credit valuation system, set up new hinding
mechanism, and should enforce laws and regulations more strictly. Through the binding of laws,
regulations and rules, we should establish our new code of conduct and obvious judgment
standards. With the coordination of the interests of firms, individual persons and the total society,
we will rebuild our social credit and social economic order.

Breakthrough and innovation

In the early time, research on firms contractua behaviors was mainly concentrated on legal
aspects. Since the middle of this century, research o f this topic from economic aspect has
appeared. Along with the prosperity of the New Institution Economics and Property Economics,
and with the emerging of modern contractual theory, some economists and jurists have done much
research work from different aspects on the arrangement, design and working mechanism of
firms contracts, and have made some positive analysis on practical matters. In their research, they
use the theory of property and transaction costs, the theory of human capital investment, the
theory of risk decison-making, the game theory, and the theory of information economics.
Domestic research on this aspect has arisen in the recent years, which is mainly concentrated on
the introduction and analysis of foreign research achievements, and has been done along with the
analysis of some typical domestic cases. Bt little has been done to make systematically study of
the rea status and existing problems of the firms contractual behaviors by connecting foreign
research achievements with our contractual legal systems.

The basic principles and methods of Marxism guide this paper, and it also adopts the useful
achievements of modern contractual theory. The paper make studies from the following aspects:
the conditions of the establishment of contractors, the influence of unqualified contractors on
social economic life, the problems in the process of contract signing, the causes of the
non-completed contracts and the possible resolution, the perform of the contracts, the violation
responsibility and the remedy of the violation. Through related cases, the paper does
systematically research and analysis on our legal system of contracts and its &isting problems,
reveals the causes of the disorder of our economic rules, and then raises some suggestions.

Main contents of the paper

This paper includes the preface and six chapters, and could be divided into three parts. Part I:
the preface. From the problems existing in our social economic order and their impact on the
development of the market economy, the preface explains the significance of the topic choice and
the basic train of thought of the paper. Part 1l includes chapter one and chapter two. In this part,
the author mainly introduces the economic and legal theories of contracts, and raises some basic
theoretical viewpoints that are related to the research work of this paper. Part I11 includes chapter
three, four, five and six. From the choice of contractors, the signing and performing of contracts,
the violation responsibility and its remedy, this part analyzes and studies the existing problems of
the firms contractua behaviors in the time period of system reform. It points out the problems in
legal and institutional construction, and their possible negative effects on socia economic life,



then it gives some resolution choices.

Preface. It puts forward the significance of this paper. It points out that,
in the time period of our economic reform, there exist serious social credit crisis
and ethic crises in the economic order of society, which have made much negative
influence on the development of our socialist economy. Then, the paper deplores into
the reasons of these problems and draws a conclusion that at the time when new
economic management system is replacing the old one, the confusion of social economic
order is normal because of the imperfect new economic management system. The market
disorder will necessarily lead to moral landslide and social credit crisis. Thus
it will bring about market fluctuation, make worse the environment of system reform,
and impede the deepening our reform. So, we must study the reasons of the economic
disorder from different aspects, find out the real causes and the correspondent
resolutions for this problem. We should lessen the time period of confusion and
disorder, and should reduce their influence on the development of social economy.

Chapter one discusses some concepts and basic theories about contracts, contractua
economic theory, and the relationships between contracts and laws etc.. It discusses in turn the
definition and features of contract, the relationship between contracts and transactions, and the
relationship between contracts and market economy. It inquires into the basic principles and main
viewpoints of the classic, the neoclassic and the modern contractual theory, and analyzes their
effect in economic redlities. It reviews the origin of contract and contractual laws, the legal
features of contracts and the historical development of contractual laws. Then it finds out the
relationships between contracts, contractua legal system and market economy and transaction
actions, and makes a summary about people’ s research in thisfield.

Chapter two discusses the relative concepts, the main contents, the functions and the basic
principles of firms contractual legal systems. It discusses the following questions in turn: the
concept, features and origin of contractual laws; the classification of contractual laws; the main
content of contract laws and of the Chinese contract law; the function of contractual laws in
maintaining the normal transaction order of society and their effect on social economic life; the
principles of contractual law, i.e., it must be equal, voluntary, fair, high faithful, law-binding and
in conformity with the social morality. It also discusses the effect of these principles on economic
reality, and briefly introduces the development process and the existing problems of our
contractual law system since the foundation of P. R. China.

Chapter three analyzes the present status and the problems of contractors. It discusses the
basic features and functions of contractors and the law and regulations concerned. It also discusses
the Chinese law about the qualification of contractors, the effect of non-qualified contractors on
social economic orders, and the practical significance of the legal standardization of contractors.
Then through analyzing cases of non-qualified contractors, the author deplores into the causes of
the existence of non-qualified contractors and their possible impacts on social economy. The
conclusion is that, firms have limitation in contractua risk avoidance, and the market environment
must be made better in order © avoid effectively the possible negative effects of non-qualified
contractors on social economic orders.

Chapter four analyzes the questions concerned with contract signing. First it discusses the
main content on contract signing, the contract signing and its legal vdidity, and the existing
problems in the signing of contracts in China. Then through case research, it analyzes the effect of



typical contract and formal contract on economic life, and the basic features and inducement of
these contracts. It dso analyzes the existing problems of typical contract and formal contract in
China, and discusses how to set up and make perfect the institution of the establishment of typical
& formal contracts and its possible influence on the integrity on contracts.

Chapter five analyzes the existing problems in the performance of contracts. It discusses the
basic principles and main contents of contract performance and analyzes the basic principles of
contract, such as the proper performance of contract, the coordinate performance of contract, the
economic and rational principle, the simultaneous performance principle and the flexible principle
etc. It aso analyzes the main problems arising from the economic realities and their impact on the
economic life. The paper points out that, in order to guarantee the proper performance of contracts,
institutions about contact performance fit for the reform period must be set up and the binding
force of laws on contract performance should be strengthened. This chapter also suggests that,
industrial standards should be set up and made perfect, transaction conventions that could meet the
need of market transaction should be formed sooner, and the effect of governmental departments
and socia intermediaries should be strengthened.

Chapter six discusses the breach of contracts and its remedy measures. It explains the
classification and features of contract breach, and the responsibility and judicia remedy of it.
Then it introduces the main forms of assuming civil responsibility when violating contracts. the
legal binding of contracts and the judicia remedy. And it analyzes the present status and existing
problems in our country about the breach of contracts and the judicial remedy. After analyzing
cases of contract breach and its udicia remedy, the paper suggests that, we should set up and
make perfect the ingtitution of judicia remedy and the binding mechanism of contract violation
behaviors. We should aso exert the full effect of the automatic performing mechanism of
contracts, and strengthen the judicial remedy of contract violation behaviors. Only through these
measures could we avoid the frequently happening and the spreading of contract violations.
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