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Transaction Cost, Economic Size and Economic Growth
XU Chengzhi

(Post-Doctoral Research Station, Agricultural Bank of China/ University of

International Business and Economics, Beijing 100005, China)

Abstract: The paper discussed the property of transaction cost and its relationship with economic size and economic growth.
By considering the abstractness and complexity of the traditional concept of transaction cost, the paper first puts forward a re-
vised concept of transaction cost, then analyzes the properties of the transaction cost and explores its relationship with econom-
ic size and growth. We point out that transaction cost can be composed organically of transaction time, transaction labor and
money cost, further, the paper sets up the hypothesis that only complicated transactions have the optimal transaction cost. It
shows that reducing transaction cost will cause the economic size to expand and the change of the growth rate of transaction cost
determines the change of economic growth rate. Finally the paper discusses the relationship between the optimal transaction
cost and economic size, and we think that the optimal institutional arrangements should have the economy reach the point of
optimal transaction cost so as to make the economic size to reach the optimal point.

Key Words: commodity transaction; transaction cost; economic size; economic growth; economic efficiency; institutional ar-

rangements ; productive activities; resources allocation
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