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Role of Control Right in the Enforcement of Firm Contract
ZHOU Jun, LIU Guo-ming
(School of Economics, Wuhan University of Technology, Wuhan 430070, China)

Abstract: Based on analyzing the features of firm contract, this paper studies the control right and its role on the enforcement
of the firm contract. The fundamental features of the firm contract is that it is an agreement between the firm and the owners of
factors of production, a contract about transferring the right of making use of the factors, and during the agreed period, there is no
renegotiation for changing the contents of the contract. These features determine that the firm contract is a kind of non self-enforcing
contract. To some extent, the control right is to solve this problem. In essence, the control right is a right to coordinate factors, and
a power that could command and integrate factors. Through deciding how to produce and how to allocate, the control right has effect
on promoting the enforcement of the firm contract.
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