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Organization  
Corporate finance is a large, ever-growing, and ever-changing field. Consequently, it is 
virtually impossible to organize corporate finance into clear or widely agreed upon 
categories that can be studied independently or sequentially. Nonetheless, a number of 
“literatures” have developed within corporate finance to help with this classification. This 
classification may not result in the most elegant or even the clearest organization. 
However, from a practical standpoint, it is useful to think about corporate finance in 
terms of the various literatures because working in any of these literatures necessitates a 
deep understanding of the related research. 
 
As an example, consider corporate dividend policy, a change to which will necessarily 
impact a firm’s capital structure. However, research on capital structure and dividend 
policy has developed largely independent of one another. While there are always 
exceptions to be found in studies “bridging” literatures, the simple fact is that when you 
write a capital structure paper, your target audience consists primarily of those people 
who work on capital structure and you are much more likely to get a referee who works 
on capital structure than on dividend policy. Therefore, understanding the relevant capital 
structure literature, as opposed to the dividend literature, is arguably more important and 
should take priority. 
 
While convenient from an organizational perspective, classifying research by literatures 
can unfortunately present too narrow of a perspective. For example, understanding the 
interplay between capital structure and dividend policy is a potentially interesting 
exercise. So, while I hope to present a reasonably clear organization of corporate finance, 
I want to emphasize that thinking more broadly across strands of literature can be very 
fruitful, including the corporate finance and asset pricing divide. 
 
In addition to the lack of a convenient classification system, corporate finance is so large 
that it is impossible to cover all of corporate finance in one semester (or even one year). 
This requires making some tough choices on what topics to cover. This syllabus contains 
a relatively comprehensive outline of most major subfields in corporate finance but it 
clearly cannot be covered in one course. Rather, I wanted to have a good starting point to 
select topics on which to focus, and to provide a starting point for other topics that may 
be of interest to you. 
 
In terms of theory versus empirics, the two do not always line up so cleanly. For 
example, there are a number of theoretical papers investigating how information 
asymmetry affects financial policy, few of which generate a “pecking order” prediction. 
Likewise, there is a host of papers investigating the pecking order hypothesis, few of 
which actually investigate the role of information asymmetry. Similarly, there are a 
number of papers investigating tradeoff theories but these studies are often nebulous on 



precisely what is being traded off. Therefore, I have split the theory and empirics into 
separate sections. 
 

I. THEORY OF THE FIRM 
 
Classics 
  

1. Berle, Adolph, and Gardiner Means, 1932, The Modern Corporation and 
Private Property, Transaction Publishers. 

 
2. Coase, Ronald H., 1937, The Nature of the Firm, Economica 4, 386-405. 

 
3. Williamson, Oliver, 1971, The Vertical Integration of Production: Market 

Failure Considerations, American Economic Review 61, 112-123. 
 

4. Jensen, Michael, William Meckling, 1976, Theory of the Firm: Managerial 
Behavior, Agency Costs and Capital Structure, Journal of Financial Economics 
3, 305-360. 

 
Decision Rights 
 

5. Alchian, Armen A., and Harold Demsetz, 1972, Production, Information Costs 
and Economic Organization, American Economic Review 62, 777-795. 

 
6. Klein, Benjamin, Robert G. Crawford, and Armen A. Alchian, 1978, Vertical 

Integration, Appropriable Rents and the Competitive Contracting Process, 
Journal of Law and Economics 21, 297-326. 

 
7. Williamson, Oliver, 1979, Transaction Cost Economics: The Governance of 

Contractual Relations, Journal of Law and Economics 22, 233-261. 
 

8. Williamson, Oliver, 2002, The Theory of the Firm as Governance Structure: 
From Choice to Contract, Journal of Economic Perspectives 16, 171-195. 

 
9. Gibbons, Robert, 2004, Four Formali(izable) Theories of the Firm? forthcoming 

Journal of Economic Behavior and Organization 
 

Ex Ante Incentives 
 

10. Grossman, Sanford J., and Oliver D. Hart, 1986, The Costs and the Benefits of 
Ownership: A Theory of Vertical and Lateral Integration, Journal of Political 
Economy 94, 691-719. 

 
11. Hart, Oliver D. and John Moore, 1990, Property Rights and the Nature of the 

Firms, Journal of Political Economy 1119-1158. 
 



12. Holmstrom, Bengt, and Paul Milgrom, 1994, The Firm as an Incentive System, 
American Economic Review 84, 972-991. 

 
13. Hart, Oliver, 1995, Chapters 1 – 3 of Firms, Contracts, and Financial Structure, 

Oxford University Press, Oxford. 
 

14. Holmstrom, Bengt, and John Roberts, 1998, The Boundaries of the Firm 
Revisited, Journal of Economic Perspectives 12, 73-94. 

 
15. Homstrom, Bengt, 1999, The Firm as a Subeconomy, Journal of Law, 

Economics, and Organizatio 15, 74-102. 
 

16. Whinston, Michael, 2002, On the Transaction Cost Determinants of Vertical 
Integration, Journal of Law, Economics, and Organizatio 19, 1-23. 

 
Ex Post Control 
 

17. Hart, Oliver, and Bengt Holmstrom, 2002, A Theory of Firm Scope, Working 
Paper, MIT Department of Economics. 

 
18. Klein, Benjamin, 1996, Why Hold-ups Occur: The Self-Enforcing Range of 

Contractual Relationships, Economic Inquiry 34, 444-463. 
 

19. Klein, Benjamin, and Kevin Murphy, 1997, Vertical Integration as a Self-
Enforcing Contractual Arrangement, American Economic Review 87, 415-420. 

 
20. Baker, George, Robert Gibbons, and Kevin J. Murphy, 2004, Contracting for 

Control: Decision Rights, Payoff Rights, and Relational Contracts in Firms, 
Contracts, and Other Governance Structures, Working Paper, MIT Department 
of Economics. 

 
 

II. FINANCIAL POLICY – CAPITAL STRUCTURE 
 

Starting Points  
21. Modigliani, Franco, and Merton Miller, 1958, The Cost of Capital, Corporation 

Finance and the Theory of Investment, American Economic Review 48, 261-297. 
 
22. Stiglitz, Joseph E., 1974, On the Irrelevance of Corporate Financial Policy, 

American Economic Review ?, 851-865. 
 
23. Myers, Stewart, 1984, The Capital Structure Puzzle, Journal of Finance 37, 575-

592. 
 
24. Miller, Merton, 1988, The Modigliani-Miller Propositions After Thirty Years, 

Journal of Economic Perspectives 2, 99-120 



(followed by comments from Joseph Stiglitz, Stephen Ross, Sudipto 
Bhattacharya, and Franco Modigliani) 
 

Surveys 
 

25. Harris, Milton, and Artur Raviv, 1991, The Theory of Capital Structure, Journal 
of Finance 46, 297-355. 

 
26. Myers, Stewart, 2003, The Financing of Corporations, Handbook of the 

Economics of Finance, Volume 1A, Eds. George M. Constantinides, Milton 
Harris, and Rene M. Stulz, Elsevier, Amsterdam. 

 
27. Frank, Murray Z., and Vidhan Goyal, 2007, Tradeoff and Pecking Order 

Theories of Debt, The Handbook of Empirical Corporate Finance, Ed. Espen 
Eckbo, Elsevier, Amsterdam. 

 
 
28. Graham, John, 2003, Taxes and Corporate Finance: A Review, Review of 

Financial Studies 16, 1075-1129. 
 

29. Graham, John R., and Campbell Harvey, 2001, The Theory and Practice of 
Corporate Finance: Evidence from the Field, Journal of Financial Economics 
60, 187–243. 

 
Taxes 
 

30. Modigliani, Franco, and Merton H. Miller, 1963, Corporate Income Taxes and 
the Cost of Capital: A Correction, American Economic Review 53, 433-443 

 
31. Stiglitz, Joseph E., 1973, Taxation, Corporate Financial Policy and the Cost of 

Capital, Journal of Public Economics 2, 1-34. 
 

32. Miller, Merton H., 1977, Debt and Taxes, Journal of Finance 32, 261-275. 
 

33. DeAngelo, Harry, and Ronald W. Masulis, 1980, Optimal Capital Structure 
Under Corporate and Personal Taxation, Journal of Financial Economics 8, 3-
29. 

 
34. Auerbach, Alan J., and Mervyn A. King, 1983, Taxes, Portfolio Choice, and 

Debt-Equity Ratios: A General Equilibrium Model, Quarterly Journal of 
Economics 98, 587-610. 

 
Tax-Bankruptcy Cost Tradeoff – Exogenous (or no) Investment 

 
35. Kraus, Alan, and Robert LItzenberger, 1973, A State Preference Theory of 

Optimal Financial Leverage, Journal of Finance 28, 911-922. 



 
36. Scott, James H., 1976, A Thoery of Optimal Capital Structure, The Bell Journal 

of Economics 7, 33-54. 
 

37. Kim, E. Han, 1978, A Mean-Variance Theory of Optimal Capital Structure and 
Corporate Debt Capacity, Journal of Finance 33, 45-63. 

 
38. Bradley, Michael, Gregory Jarrell, and E. Han Kim, 1984, On the Existence of 

Optimal Capital Structure: Theory and Evidence, Journal of Finance 39, 857-
878. 

 
39. Kane, Alex, Alan J. Marcus, and Robert MacDonald, 1984, How Big is the Tax 

Advantage to Debt? Journal of Finance 39, 841-852. 
 

40. Kane, Alex, Alan J. Marcus, and Robert MacDonald, 1985, Debt Policy and the 
Rate of Return Premium to Leverage? Journal of Financial and Quantitative 
Analysis 20, 479-499. 

 
41. Fischer, Edwin O., Robert Heinkel, and Josef Zechner, 1989, Dynamic Capital 

Structure Choice: Theory and Tests, Journal of Finance 44, 19-40. 
 

42. Leland, Hayne E., 1994, Corporate Debt Value, Bond Covenants, and Optimal 
Capital Structure, Journal of Finance 49, 1213-1252. 

 
43. Leland, Hayne E., and Klaus Toft, 1996, Optimal Capital Structure, Endogenous 

Bankruptcy, and the Term Structure of Credit Spreads, Journal of Finance 51, 
987-1019. 

 
44. Leland, Hayne E., 1998, Agency Costs, risk Management, and Capital Structure, 

Journal of Finance 53, 1213-1243. 
 

45. Goldstein, Robert, Nengjiu Ju, and Hayne E. Leland, 2001, An EBIT Based 
Model of Dynamic Capital Structure, Journal of Business 74, 483-512 

 
46. Strebulaev, Ilia A., 2007, Do Tests of Capital Structure Theory Mean What 

They Say?, Journal of Finance 62, 1747-1787. 
 
Tax-Bankruptcy Cost Tradeoff – Endogenous Investment 

 
47. Brennan, Michael J., and Eduardo S. Schwarz, 1984, Optimal Financial Policy 

and Firm Valuation, Journal of Finance 39, 593-607. 
 
48. Shliefer, Andrei, and Robert Vishny, 1992, Liquidation Values and Debt 

Capacity: A Market Equilibrium Approach, Journal of Finance 42, 1343-1365. 
 



49. Hennessy, Christopher, and Toni Whited, 2005, Debt Dynamics, Journal of 
Finance 60, 1129-1165. 

 
50. Hennessy, Christopher, and Toni Whited, 2007, ??, Journal of Finance 60, 

1129-1165. 
 

51. Titman, Sheridan, and Sergei Tsyplakov, 2007, Dynamic Model of Optimal 
Capital Structure, forthcoming Review of Finance. 

 
Asymmetric Information 

 
52. Leland, Hayne E., and David Pyle, 1977, Informational Asymmetries, Financial 

Structure, and Financial Intermediation, Journal of Finance 32, 371-387. 
 

53. Ross, Steven A., 1977, The Determination of Financial Structure: An Incentive 
Signaling Approach, Bell Journal of Economics 8, 23-40. 

 
54. Brennan, Michael and Alan Kraus, 1987, Efficient Financing under Asymmetric 

Information, Journal of Finance 42, 1225-1243. 
 

55. Heinkel, Robert, 1982, A Theory of Capital Structure Relevance under 
Imperfect Information, Journal of Finance 37, 1141-50. 

 
56. Myers, Stewart C., and Nicholas S. Majluf, 1984, Corporate Financing and 

Investment Decisions when Firms Have Information That Investors Do Not, 
Journal of Financial Economics 13, 187-221. 

 
57. Noe, Thomas, 1988, Capital Structure and Signaling Game Equilibria, Review of 

Financial Studies 1, 331-355. 
 

58. Lucas, Deborah J., and Robert L. McDonald, 1990, Equity Issues and Stock 
Price Dynamics, Journal of Finance 45, 1019-1043. 

 
59. Dybvig, Philip H., and Jaime F. Zender, 1991, Capital Structure and Dividend 

Irrelevance with Asymmetric Information, Review of Financial Studies 4, 201-
220. 

 
60. Korajczyk, Robert A., Deborah J. Lucas, and Robert L. McDonald, 1992, Equity 

Issues with Time-Varying Asymmetric Information, Journal of Financial and 
Quantitiative Analysis27, 397-417. 

 
61. Stein, Jeremy, 1992, Convertible Bonds as Backdoor Equity Financing, Journal 

of Financial Economics 32, 3-21. 
 

62. Viswanathan, S., 1995, A Multiple Signaling Model of Corporate Financial 
Policy, Research in Finance 12, 1-35. 



 
63. Fulghieri, Paolo, and Dmitry Lukin, 2001, Information Production, Dilution 

Costs, and Optimal Security Design, Journal of Financial Economics 61, 3-42. 
 

64. Hennessy, Christopher, Dmitry Livdan, and Bruno Miranda, 2007, Repeated 
Signaling and Firm Dynamics, Working Paper, University of California at 
Berkeley. 

 
Agency Costs 

 
65. Myers, Stewart, 1977, The Determinants of Corporate Borrowings, Journal of 

Financial Economics 5, 146-175. 
 

66. Grossman, Sanford J. and Oliver Hart, 1982, Corporate Financial Structure and 
Managerial Incentives, in J. McCall (ed), The Economics of Information and 
Uncertainty, University of Chicago, Chicago. 

 
67. Fama, Eugene, and Michael Jensen, 1983, Separation of Ownership and Control, 

Journal of Law and Economics 26, 301-325. 
 

68. Fama, Eugene, and Michael Jensen, 1983, Agency Problems and Residual 
Claims, Journal of Law and Economics 26, 327-349. 

 
69. Jensen Michael, 1986, Agency Costs of Free Cash Flow, Corporate Finance and 

Takeovers, American Economic Review 76, 323-339.  
 

70. Harris Milton and Artur Raviv, 1990, Capital Structure and the Informational 
Role of Debt,  Journal of Finance 45, 321-349.  

 
71. Mello, Antonio S., and John E. Parsons, 1992, Measuring the Agency Cost of 

Debt, Journal of Finance 47, 1887-1904. 
 

72. Zwiebel, Jeffrey, 1996, Dynamic Capital Under Managerial Entrenchment, 
American Economic Review 86, 1197-1215. 

 
73. Morellec, Erwan, 2004, Can Managerial Discretion Explain Observed Leverage 

Ratios? Review of Financial Studies 17, 257-294. 
 

Financial Contract Theory and Security Design 
 

74. Townsend Robert, 1979, Optimal Contracts and Competitive Markets with 
Costly State Verification, Journal of Economic Theory 14, 137-151. 

 
75. Gale Douglas and Martin Hellwig, 1985, Incentive Compatible Debt Contracts: 

the one period problem, Review of Economic Studies 52, 647-63.  
 



76. Berkovitch, Elazar, and E. Han Kim, 1990, Financial Contracting and Leverage 
Induced Over- and Under-Investment Incentives, Journal of Finance 45, 765-
794. 

 
77. Bolton, Patrick, and David Scharfstein, 1990, A Theory of Predation Based on 

Agency Problems in Financial Contracting, American Economics Review 80, 93-
106. 

 
78. Fama, Eugene, 1990, Contract Costs and Financing Decisions, Journal of 

Business 63, 71-92. 
 

79. Harris, Milton, and Artur Raviv, 1990, Financial Contracting Theory, Journal of 
Finance ?, xx-xx. 

 
80. Aghion, Philippe and Patrick Bolton, 1992, An Incomplete Contracts’ Approach 

to Financial Contracting, Review of Economic Studies 59, 473-494. 
 

81. Bergloff, Erik, and Ernst-Ludwig von Thadden, 1994, Short-Term Versus Long-
Term Interests: Capital Structure with Multiple Investors, Quarterly Journal of 
Economics 109, 1055-1084. 

 
82. Dewatripont, Mathias, and Jean Tirole, 1994, A Theory of Debt and Equity: 

Diversity of Securities and Manager-Shareholder Congruence, Quarterly 
Journal of Economics 109, 1027-1054. 

 
83. Hart, Oliver, and John Moore, 1994, A Theory of Debt based on the 

Inalienability of Human Capital, Quarterly Journal of Economics 109, 1027-54. 
 

84. Hart, Oliver D., 1995, Chapters 4-5 of Firms, Contracts, and Financial 
Structure, Oxford University Press, Oxford. 

 
85. Hart, Oliver D. and John Moore, 1995, Debt and Seniority: An Analysis of the 

Role of Hard Claims in Constraining Management, American Economic Review, 
85, 567-585. 

 
86. Bolton Patrick and David Scharfstein, 1996, Optimal Debt Structure and the 

Number of Creditors, Journal of Political Economy 104, 1-25. 
 

87. Fluck, Zsuanna, 1998, Optimal Financial Contracting: Debt Versus Outside 
Equity, Review of Financial Studies 11, 383-418. 

 
88. Hart, Oliver, and John Moore, 1998, Default and Renegotiation: A Dynamic 

Model of Debt, Quarterly Journal of Economics, 45, 49-72. 
 

89. Bolton, Patrick, and Xavier Freixas, 2000, ??, Journal of Political Economy 
 



90. Myers, Stewart C., 2000, Outside Equity, Journal of Finance 55, 1005−1037. 
 

91. Hart, Oliver, 2001, Financial Contracting, Journal of Economic Literature 39, 
1079-1100. 

 
92. DeMarzo, Peter M., and Michael J. Fishman, 2007, Optimal Long-Term 

Financial Contracting, Review of Financial Studies 20, 2079-2128. 
 

93. Tchisty, Alexei, 2005, Security Design with Correlated Hidden Cash Flows: The 
Optimality of Performance Pricing, Working Paper, New York University. 

 
94. DeMarzo, Peter M., and Yuliy Sannikov, 2006, Optimal Security Design and 

Dynamic Capital Structure in a Continuous-Time Agency Model, Review of 
Financial Studies 20, 2079-2128. 

 
95. Sannikov, Yuliy, 2007, Agency Problems, Screening and Increasing Credit 

Lines, Working Paper, Berkeley Department of Economics. 
 
Product Market/Industry Competition 
 

96. Brander, James A., and Tracy R. Lewis, 1986, Oligopoly and Financial 
Structure: The Limited Liability Effect, American Economic Review 76, 956-
970. 

 
97. Maksimovic, Vojislav, 1988, Capital Structure in Repeated Oligopolies, RAND 

Journal of Economics 19, 389-407. 
 

98. Maksimovic, Vojislav, and Sheridan Titman, 1991, Financial Policy and 
Reputation for Product Quality, Review of Financial Studies 4, 175-200. 

 
99. Maksimovic, Vojislav, and Josef Zechner, 1991, Debt, Agency Costs, and 

Industry Equilibrium, Journal of Finance 46, 1619-1644. 
 

100. Glazer, Jacob, 1994, The Strategic effects of Long-Term Debt in Imperfect 
Competition, Journal of Economic Theory 62, 428-443. 

 
101. Glazer, Jacob, and Kovenock, Dan, 1995, Capital Structure and Product market 

Rivalry: How do We Reconcile Theory and Evidence?, American Economic 
Review 85, 403-408. 

 
102. Maksimovic, Vojislav, 1995, Financial Structure and Product market 

Competition, in Robert Jarrow, Vojislav Maksimovic, and William Ziemba eds. 
Handbook of Finance, North-Holland. 

 
 

III. FINANCIAL POLICY – DIVIDENDS 



 
Starting Points  

103. Miller, Merton, and Franco Modigliani, 1961, Dividend Policy, Growth and the 
Valuation of Shares, Journal of Business 34, 411-433. 

 
Surveys 
 

104. Allen, Franklin, and Roni Michaely, 2003, Payout Policy, Handbook of 
Economics, George Constantinides, Milton Harris, and Rene Stulz, eds., North 
Holland. 

 
Asymmetric Information 
 

Signaling and Adverse Selection 
 

105. Bhattacharya, Sudipto, 1979, Imperfect Information, Dividend Policy, and `The 
Bird in the Hand’ Fallacy,” Bell Journal of Economics10, 259-270. 

 
106. Miller, Merton, and Kevin Rock, 1985, Dividend Policy Under Asymmetric 

Information, Journal of Finance 40, 1031-1051. 
 

107. John, Kose, and Joseph Williams, 1985, Dividends, Dilution, and Taxes: A 
Signaling Equilibrium, Journal of Finance 40, 1053-1070. 

 
108. Ambarish, Ramasastry, Kose John, and Joseph Williams, 1987, Efficient 

Signaling with Dividends and Investments, Journal of Finance 42, 321-343. 
 

109. Kumar, Praveen, 1988, Shareholder-Manager Conflict and the Information 
Content of Dividends, Review of Financial Studies1, 111-136. 

 
110. Williams, Joseph, 1988, Efficient Signaling with Dividends, Investment, and 

Stock Repurchases, Journal of Finance43, 737-747. 
 

111. Bernheim, Doug, 1991, Tax Policy and the Dividend Puzzle, Rand Journal of 
Economics 22, 455-476. 

 
112. Allen, Franklin, Anotinio Bernardo, and Ivo Welch, 2000, A Theory of 

Dividends Based on Tax Clientele, Journal of Finance55, 2499-2536. 
 

Agency Models 
 

113. ? 
 

IV. CORPORATE INVESTMENT 
 
Surveys 



 
114. Hubbard, R. Glenn, 1999, Capital Market Imperfections and Investment, 

Journal of Economic Literature 36, 193-225. 
 

115. Stein, Jeremy, 2003, Agency, Information and Corporate Investment, Handbook 
of the Economics of Finance, Volume 1A, Eds. George M. Constantinides, 
Milton Harris, and Rene M. Stulz, Elsevier, Amsterdam. 

 
Models of Costly External Finance 
 

Costs of Equity Finance 
 
See also the papers from above by: 

• Myers (1984), 
• Myers and Majluf (1984). 
  
116. Greenwald, Bruce, Jospeh E. Stiglitz and Andrew Weiss, 1984, Informational 

Imperfections in the Capital Market and Macroeconomic Fuctuations, American 
Economic Review 74:194−199. 

 
Costs of Debt Finance 

 
See also the papers from above by: 

• Jensen and Meckling (1976) (inefficient investment from asset-substitution),  
• Myers (1977) (underinvestment from debt overhang),  
• Townsend (1979) and Gale and Hellwig (1985) (underinvestment from the costly 

state verification auditing/bankruptcy cost) 
• Myers (1984), and Myers and Majluf (1984) (underinvestment from the 

dilution/adverse selection cost) 
• Aghion and Bolton (1992), Bolton and Scharfstein (1990), Diamond (1991), Hart 

and Moore (1994, 1998) (ex ante underinvestment is inversely related to 
entrepreneur wealth and ex post underinvestment because of inefficient asset 
liquidation by investors.) 

 
 
117. Jaffee, Dwight M., and Thomas Russell, 1976, Imperfect Information, 

Uncertainty, and Credit Rationing, Quarterly Journal of Economics 90, 
651−666. 

 
118. Stiglitz, Joseph E., and Andrew Weiss, 1981, Credit Rationing and Markets with 

Imperfect Information, American Economic Review 71, 393−411. 
 

119. Stiglitz, Joseph E., and Andrew Weiss, 1983, Incentive Effects of Terminations: 
Applications to the Credit and Labor Markets, American Economic Review 73, 
912−927. 

 



120. Froot, Kenneth, David Scharfstein and Jermey C. Stein, 1993, Risk 
Management: Coordinating Corporate Investment and Fnancing Policies, 
Journal of Finance 48, 1629−1658. 

 
121. Holmstrom, Bengt, and Jean Tirole, 1997, Financial Intermediation, Loanable 

Funds, and the Real Sector, Quarterly Journal of Economics 112, 663-691. 
 

122. Hennessy, Christopher, 2004, Tobin’s Q, Debt Overhang, and Investment, 
Journal of Finance 59, 1717-1742. 

 
Agency Conflicts Between Managers and Outside Shareholders 
 
See also the papers from above by: 

• Jensen and Meckling (1976) (inefficient investment from asset-substitution),  
 

Empire Building 
 
See also the papers from above by: 

• Jensen (1986) (free cash flow),  
• Harris and Raviv (1990) 
• Hart and Moore (1995), 
• Zwiebel (1996) 

 
123. Baumol, William, 1959, Business Behavior, Value, and Growth, Macmillan, 

New York. 
 
124. Marris, R., 1964, The Economic Theory of Managerial Capitalism, Free Press, 

Glencoe, IL. 
 

125. Williamson, Oliver E., 1964, The Economics of Discretionary Behavior: 
Managerial Objectives in a Theory of the Firm, Prentice Hall, Englewood Cliffs, 
NJ. 

 
126. Donaldson, Glen, 1984, Managing Corporate Wealth, Praeger, New York. 

 
127. Stulz, Rene M., 1990, Managerial Discretion and Optimal Financing Policies, 

Journal of Financial Economics 26, 3−27. 
 

128. Jensen, Michael, 1993, The Modern Industrial Revolution, Exit, and the Failure 
of Internal Control Systems, Journal of Finance 48, 831-880. 

 
 

Empire-Preservation, Entrenchment and Diversification 
 

129. Amihud, Yakov, Baruch Lev, 1981, Risk Reduction as a Managerial Motive for 
Conglomerate Mergers, Bell Journal of Economics 12, 605−617. 



 
130. Shleifer, Andrei, and Robert W. Vishny, 1989, Management Entrenchment: The 

Case of Manager-Specific Investments, Journal of Financial Economics 25, 
123−139. 

 
Reputational and Career Concerns 

 
131. Narayanan, M. P., 1985, Managerial Incentives for Short-Term Results, Journal 

of Finance 40, 1469−1484. 
 

132. Stein, Jermey C., 1988, Takeover Threats and Managerial Myopia, Journal of 
Political Economy 96, 61−80. 

 
133. Stein, Jeremy C., 1989, Efficient Capital Markets, Inefficient Frms: A Model of 

Myopic Corporate Behavior, Quarterly Journal of Economics 104, 655−669. 
 

134. Scharfstein, David S., and Jeremy C. Stein, 1990, Herd Behavior and 
Investment, American Economic Review 80, 465−479. 

 
135. Bebchuk, Lucian A., and Lars A. Stole, 1993, Do Short-Term Objectives Lead 

to Under- or Overinvestment in Long-Term Projects, Journal of Finance 48, 
719−729. 

 
136. Zwiebel, Jeffrey, 1995, Corporate Conservatism and Relative Compensation, 

Journal of Political Economy 103, 1−25. 
 

137. Holmstrom, Bengt, 1999, Managerial Incentive Problems: A Dynamic 
Perspective, Review of Economic Studies 66, 169-182. 

 
138. Dewatripont, Mathias, Ian Jewitt and Jean Tirole, 1999, The Economics of 

Career Concerns, Part I: Comparing Information Structures, Review of 
Economic Studies 66, 183−198. 

 
Mergers & Acquisitions 
 
See also the papers from above by: 

• Jensen (1986) (free cash flow) . 
• Zwiebel (1996) (market for corporate control) 
  
139. Jensen, Michael, 1988, Takeovers: Their Causes and Consequences, Journal of 

Economic Perspectives 2, 21-48. 
 
140. Hart, Oliver D., 1995, Chapters ? of Firms, Contracts, and Financial Structure, 

Oxford University Press, Oxford. 
 

141. Shliefer, Andrei, and Robert Vishny, 2003, ??, Journal of Financial Economics.. 



 
142. Rhodes-Kropf, Matthew, and S. Viswanathan, 2003, Market Value and Merger 

Waves, Journal of Finance  
 

 
Internal Capital Markets 
 
 
 
 
 

V. CORPORATE GOVERNANCE 
 
Surveys 
 

143. Shliefer, Andrei, and Robert Vishny, 1997, A Surveyr of Corporate Governance, 
Journal of Finance 52, 737-783. 

 


