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The Choice among Ownership Structures
in Privatization

XIE Zhen-fa

(Department of Public Finance, Xiamen University, Xiamen 361005, China)

Abstract: Privatization is a complex issue and the ownership structures
of many enterprises are between the purely public-owned and the purely pri-
vate. Under the framework of incomplete contract theory, this article ex-
tends the HSV model, studies the different allocation effects between resid-
ual rights of control and residual claim rights,and emphasizes the restriction
and incentive effects of the choice among ownership structures on the man-
ager. It argues that the choice is a trade-off question between social welfare
and efficiency. In the end, the article discusses briefly the influences of con-
tract and competition on the choice of ownership structures.

Key words: incomplete contract; HSV model; ownership structures
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