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“Sooner or later the theory of corporate finance must deal generally with the self-interest of corporate managers and employees.”

Stewart C. Myers, summarizing Jensen/Meckling (1976) in "Outside Equity," Journal of Finance 55 (2000), pp. 1005-1037
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Course Content
Information-Theoretic Foundations of Corporate Governance

1. Incomplete Contracts and Opportunistic Behavior [7: Introduction;12: Ch. 5; 14: Ch. 25]

2. Traditional Theories of the Firm

2.1
The Neoclassical Model [7: Ch. 1 Sect. 1]

2.2
The Transaction-Cost Model [7: Ch. Sect. 3]

2.3
The Principal-Agent Model

2.3.1
Mechanism Design [7: Ch. 1 Sect. 2; 12: Ch. 7, 12, 13; 14: Ch. 25]

2.3.2
Case Study from the United States: The Origins of Management Incentive Schemes [9]

2.3.3.
Case Study from Japan: Risk Sharing in Subcontracting Relations [2]

3. Incomplete Contracts, Firm Organization, and Contract Design

3.1
Intra-Firm Relations

3.1.1
The Stakeholder Approach [10: Introduction]

3.1.2
Case Study from Germany: Codetermination [5]

3.2*
Inter-Firm Relations

3.2.1
Optimal Contract Design [7: Ch. 4]

3.2.2
Case Study from Japan: Subcontracting and the Hold-up Problem [11]

Debt as a Control Device

4. Debt Financing of the Entrepreneurial Firm

4.1
The Two-Period Model under Certainty [7: Ch. 5 Sect. 2]

4.2*
The Multi-Period Model under Certainty [7: Ch. 5 Sect. 3]

4.3
The Two-Period Model under Uncertainty [7: Ch. 5 Sect. 4]

4.4
Multiple Investors [7: Ch. 5 Sect. 5]

5. Debt as a Control Device for the Public Corporation

5.1
Capital Structure and Firm Value [7: Ch. 6 Introduction; 3: Chs. 17, 18, 20]

5.2
Short-term Debt and Liquidation [7: Ch. 6 Sects. 1, 2]

5.3
Short-term Debt and Over-Expansion [7: Ch. 6 Sect. 3]

5.4
Short-term Debt and Free Cash Flow [7: Ch. 6 Sect. 4, Appendix]

Current Corporate Governance Issues

6. Stock Options

6.1
The Trouble with Stock Options [1;6]

6.2
Accounting for Stock Options [4;6]

7. Recent Legal and Regulatory Initiatives

7.1
The Fall of Enron [8]

7.2
The Sarbanes-Oxley Act [13; http://www.aicpa.org/sarbanes/index.asp]

7.3
The German Corporate Governance Code [http://www.corporate-governance-code.de/index-e.html]

* Time permitting
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