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The Contingent Allocation of Control Rights and
Financing of Entrepreneurial Firms

LAO Jian-dong, LI Zhan

(School of Management , Shanghai Jiaotong University, Shanghai, 200052, China)

Abstract: The allocation of control rights is the key of entrepreneurial
governance. The paper establishes an allocation model containing moral haz-
ard problem, and analyzes three allocation structure. It points out that in
entrepreneurial firms, ownership and control rights are allocated independ-
ently, while allocation of control is relied on venture capitalist’s investment
constraints. The contingent allocation of control rights is helpful to entre-
preneurial firms.
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