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A Choice of Contract in the Course of Agricultural

Industrialization : the Contract of Commodity or the Contract of Factor
—Thinking Based on a Model of Grossman-Hart-Moore

WU Xiu-min, LIN Jian

( Departrment of Agricultural Economics and management, Zhejiang University, Hangzhou 310029, China)

Abstract: In this thesis, a model of Grossman-Hart-Moore is applied to analyze an issue about a choice of
contract between an enterprise and a farm in the agricultural industrialization. With a series of assumption and
demonstration, some conclusion is reached: in the course of agricultural industrialization, whether the contract
of factor or the contract of commodity is suitable to adopt in the link between an enterprise and a farm, is not
possibly decided by no condition, but by some concrete conditions. In detail, first of all, if the decision made
by a farm in the investment has no elasticity, the contract of factor is suitable to adopt; secondly, if the
investment of a farm is relatively lack of productivity, the contract of factor is feasible to take; thirdly, if the
asset of an enterprise and the asset of a farm is independent of each other, the contract of commodity is suitable
to adopt; fourthly, if the human capital of a manager in an enterprise is essential, the contract of factor is
feasible to adopt; and finally, if human capital both in an enterprise and in a farm is necessary, whether the
contract of factor or the contract of commodity is feasible. If the assumption about fund and risk preference of
an enterprise is broadened, whether the contract of factor or the contract of commodity is adopted will be
possibly decided by the desire of an enterprise in the coupling between an enterprise and a farm.

Key words: contract of factor; contract of commedity; agricultural industrialization: a model of Grossman-

Hart-Moore



