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Abstract

From the view of the modern contract theory, design
development collaboration confronts often the uncertainty
with the technology, markets and manufacturers. Those
uncertainty factors cause the incompletion of the contact.
Undoubtedly, it is critical that how to clarify the related
property right of design development collaboration contract
as the two parties sign the contract because the clarification
ways influence the incentive of the pre-investment bargain.
Moreover, the way of definition is an evolutional process also.
By acquired information, the parties learn the potential
usage of assets and attempt to exchange the property rights
of assets to realize maximal utility. Therefore, the new
property rights will appear in the R& D cooperative contract
and increases the efficiency of R & D if the contract is
modified with different condition of market. In this paper,
we designed a modified mechanism of property rights for the
R & D cooperative contract to fit the change of environment

and analyzed the impact to R& D input what invested ex
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ante by contracted parties. In fact, the modified mechanism
is analogized to the real option. At date £+1, the parties have
the right to sell his or to buy opponent’s R&D investment in
the joint venture at striking price. According to The Strict
Monotonicity Theorem, we demonstrated that the investment
the parties invested in the modified mechanism were more
than the mechanism which parties cannot exchange their

investment, even more than the cooperative RJV.

Keywords: Incomplete Contract, Property Right, Real Option
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