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In this paper, we raise three researches on a commodity structure of the market extending the standard
Arrow-Debreu general equilibrium framework. The concept of commodification technology is introduced to
integrate a hedonic approach to the problem of commodity differentiation like Chamberlin (1933)
Rosen(1974) and Mas—Colell (1975) with Dubey et al (2000) and Bisin et al (2011) type adverse
selection or market viability approaches, leading to an endogenous determination problem of market
structure. As is used in frameworks of commodity differentiation, we treat a commodity as a bundle of
characteristics. Such quality of each commodity as well as the market viability problem under
asymmetric—information arguments like Dubey et al (2000} and Bisin et al(2011} to determine the market
structure will be treated uniformly as an endogenous equilibrium state in a strict sense of the
general equilibrium theory. In our model, all of the market participant possible agents in our model

(consumers or producers) are supposed to have a commodification technology that enables each agent to
prepare for market commodities based on their endowments and the transformation technology on basic
characteristics, representing the costs for standardization, advertisement, signaling, etc

The first research proposes the basic framework for the endogenous determination of the market
structure and we demonstrate the existence of general equilibrium and the sufficient condition for
establishing Pareto optimality. We also propose an example of market endogenization with two
characteristics and one market and state the existence of multiple equilibria including the Pareto
optimal one.

The second research investigates the relationship between the market structure and the overlapping—
generations model with money, and how the market structure is dynamically formed. We argue that an
appropriate function of money policy is necessary for an economy to establish the state of Pareto
optimality, as is the paper of Samuelson (1958), and Balasko and Shell (1981). In addition, we raise
some propositions regarding the problems of monetary equilibrium, together with the problem of
endogenous determination of the market structure (under the rational—expectation formation) as well as
monetary equilibrium allocations. They suggest a fundamental relationship as basic propositions
concerning the super neutrality, and the optimality of monetary equilibria as well as the dynamic
formation of the quality of commodities

The final research treats the case where the expectation of each agent is different from individual
to individual to describe the agents’ behavior of buying commodities from markets and heterogeneity in
terms of rational expectation formulation. We suppose that there is an individual boundary of
possible formulation of expectation and we suppose that the boundary can be affected by the
advertisement by sellers and the individual expectations of economic agents. Under these assumptions,

we proved the existence of equilibrium and discussed the Pareto optimality
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