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Abstract: The paper considers a two stage mix oligopoly model to study the stated-owned
enterprises how to decide the proportion of shareholdings and choose the fitly incentive
contract to achieve its goals. We found that SOE will discard the Relative-Performance
incentive contract and choose the Profit-Revenue one as its dominant managerial delegation.
The different proportion of shareholdings has different effects on guiding the manager’s
action. When SOE only pursues maximizing the social welfare, the private firm will be put
out from the market and the SOE is the only producer. SOE will choose maximizing the
weight sum of consumer surplus and own profit as its objective when there’s no delegation
and the proportion of shareholding is more than 40%, the result is the same when
Profit-Revenue contract is chosen. These conclusions are of great significance for China's

further deepening the ownership reform of state-owned enterprises.
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