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Investment decision behavior on project with expand option

ZHOU Jia-nan, HUANG Deng-shi
School of FEconomics and Management, Southwest Jiaotong University, Chengdu 610031, China

Abstracts; The paper theoretically discussed the investment decision behavior and incentives design when the share-
holder faced a project with expand option but at the same time had to undertake the double risks of action-hidden
and information-hidden from the manager. We compared different results with different utility of the manager, and
concluded that the shareholder would decrease the investment break-even point to prevent the manager to exaggerate
the value of the expand option, while the break-even point would still be higher than that when the information is

symmetric .

Key words: expand option; volatility; asymmeltric information; action-hidden; incentives
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Contract design of virtual enterprise based on option analysis method

WANG Hui, WU Chong-feng , WANG Ai-min
Management School, Shanghai Jiaotong University, Shanghai 200052, China

Abstract: Virtual enterprise is a new organization pattemn based on contract or agreement. So it is very important to
design a reasonable contract in order to realize “win-win”. In this paper, the right and obligation included in con-
tract terms are analyzed using option analysis method, and an agreement of automobile alliance in the real world is
studied through Monte-Carlo simulation.

Key words: virtual enterprise; contract design; option analysis; real option
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