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Incomplete Contract, Incentive Equilibrium in the
Exit of Venture Capital and the Control Transfer

LI ]in—long, FEI Fang'YU9 TAN Yi

(Antai College of Ecomomics and Management , Shanghai
Jiaotong University, Shanghai 200052 ,China)

Abstract: A framework based on the incomplete contract theory is estab-
lished in this paper so as to explore the issue of control transfer in the exit of
venture capital. The paper firstly analyzes the discretionary mechanism in
investment under the two different circumstances of complete and incomplete
contract, getting the conclusion that such kind of system is resulted from the
incentive disequilibrium between the investors, and then it examines the spe-

cific ways for transferring control right according to the five different situa-

tions.
Key words: venture capital; exit; incomplete contract; incentive equilib-
rium; control transfer (KR A—D
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