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Contractual relationship between the investor and the venture capitalist

HU Shrming, HUANG Lrhong

( College of Business, Central South University, Changsha 410083, China)

Abstract: On the market with incomplete competition and information asymmetry, there is a contractual rela-

tionship between the investor and the venture capitalist which will unavoidably bring the principal- agent prob-

lem: adverse selection and moral hazard. It will decrease the operating efficiency of the whole venture invest-

ment market and add to its risk. Therefore. designing an effective prompting and restricting mechanism to har-

monize the relationship is vital to the success of the venture investment.

Key wards: venture capitalist; contractual relationship; prompting and restricting



