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An Analysis of Control-right Signaling Game
in Venture Capital Investment

HE Wei

(Business School , Wuhan University , Wuhan 430072,China)

Abstract: Based on the game theory, this paper analyzes the reason and
result of adverse selection in venture capital. By introducing the relinquished
proportion of control-right of venture capitalists as a signal, this paper dis-
cusses the conditions of perfect Bayesian Nash equilibrium in signaling game
and points out that the contract is an important solution to adverse selection.

Key words: venture capital investment; adverse selection; signaling;

contract.
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