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Abstract 

This paper attempts to provide a framework for the formal analysis of the 

institution of voting in a corporation. I assume that there is a market for 

control, and examine whether corporate democracy is attained through voting 

by shareholders. It is shown that whether corporate democracy is attained 

or riot depends on the managers' preferences over the risk of the projects. It 

is also shown that, while higher reward makes managers more risk tolerant 

and hence bring3 the competitive outcome closer to the democratic solution, it 

also tends to induce collusion between the rival managers and then to realize 

a collusive outcome that is far from the democratic solution. 
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