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The Win-Win Structure and Market Efficiency of the Division of Labor Economy under

Increasing Returns
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Abstract: Under the incomplete information environment, we introduced new concepts such
as satisfactory price, win-win market, random demand, random supply, and random equilibrium,
to develop Xiaokai Yang's theoretical framework of labor division by correcting the existing
theoretical flaws, and established a new free competition market model that reflects the free
choice and interactive relationship between producers and consumers to obtain win-win conditions
for both market supply and demand. The analysis shows that although the market is a mechanism
for both supply and demand to seek cooperation and win-win, the market mechanism is flawed, it
cannot ensure the fairness of income distribution. A win-win situation for both supply and demand
can only be achieved under certain conditions. Due to the incompleteness of information and the
conflict between individual rationality and market irrationality, we used imperfect competition
without prior information as a logical starting point, and used methods such as optimization and
probability theory to discuss the structure and effectiveness of a free competitive market, clearly
derived the conditions for the evolution from a self-sufficient economy to that of division of labor.
In the meanwhile, we eliminated the logical paradox in the neoclassical competition theory. The
conclusion of this study implies the necessity for government to play an active role in the market
economy.

Keywords: Division of Labor; Win-Win Condition; Market Structure; Income Distribution;
Stochastic Equilibrium
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