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Course overview
Corporate Decision Making and the
Rules of the New Global Economy

 How corporate decision-making is shaped by the
evolving architecture of the global economy.

* How boards and corporate actors operate under
conditions of legal diversity, geopolitical
fragmentation, regulatory competition, and
technological disruption.

* Interdisciplinary approach, combining legal
analysis, economic reasoning, and behavioral
insights.

 Emphasis on applicability in cross-border contexts
& hybrid economies.



Our Class Dynamics

Interactive lectures utilizing a structured Socratic
method.

Role-play simulations and applied problem-
solving.

Case studies and comparative discussions
drawing upon the diverse jurisdictional
experiences of the participants.

Active participation is expected and will
significantly enhance the value of the seminar.



Foundations: Corporate Decision-Making in a
Fragmenting World

* Business & Law in Cross Border-Settings



Does law matter for managers?
Does business matter for laywers?



Legal issues may requires as much as 25% of a CEQO’s time

Research shows that businesses generate higher tangible results

(e.g., stock market valuations) when they employ lawyers as
board members / top business officers have legal knowledge

In 2000, 24% of US companies had lawyer directors; in 2009, this
figure increased to 43%

Robert C. Bird/David Orozco, Finding the right corporate legal strategy, MIT Sloan Management



Taking into account
the legal

environment
while

making business
decisions

10



Taking into account
the business
environment

while

making legal
decisions
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How we approach legal rules in
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Variety of LEGAL SYSTEMS

* When engaging in international trade or business, necessity

to bridge the gap between different legal traditions and
systems

» Most nations today follow one of two major legal traditions:

Common law (UK, USA, Australia, Canada, India, Singapore)
Civil law (France Code civil 1804, Germany BGB 1900)

Mixed systems (Scotland, South Africa, Quebec, Louisiana) ;
Islamic law

Islamic law (originates from the Quran and Prophet Muhammad’s
teachings — Iran, Saudi Arabia, Afghanistan)

13



NORTH
EUROPE

AMERICA . \
IDDLE EAST



common law vs
civil law systems?
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Features of the
Civil Law System? -‘Ii

» Civil law is based on the separation
of the powers between the KE E P
legislator and the judges

» Civil law systems would generally
be more rigid than common law ‘ ALM
systems
- Main principles: AND
fundamental role of the law

?glg ’gﬁr‘]ceodes’, secondary rea d you r

judicial decisions

- Advantages/disadvantages CO D E C I VI
- Note on the case law in

domestic public law in
- Civil law countries
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Features of the Common Law?

» Common law (case law) — principle of precedent
+ guidance for future similar disputes

» Equity (general principles, no rigid rules,
complementary to the law)

Examples of maxims of equity:
“Equity follows the law”

“He who comes to equity must come with clean hands”
“Equity regards substance rather than rules”

» Procedure: role of jury

17



Common law vs Civil law: distinction?

* Beyond the traditional approach (focus on
formal creation of the l[aw)

* Differences / Similarities revisited

— Think about the people in the law (e.g., who are
the judge)

— Procedure
— Role of cases

— More generally the “legal culture (law in action vs
in the book)

18
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Common law vs Civil law: distinction?
* Differences... less than thought
* Similarities ... more than thought
 What explains the stickiness of the traditional
perspective?
— Statu quo
— Confirmation bias

— Saliency
— Endowment effect

21



Methodological Take-Away

* Under the “obvious”, room for surprises and
thought-giving

* Empirical approach: what can be observed?
— Comp. analytical philosophy

* Levels of observation
— Positive law / doctrine (i.e., law in the books)

— How the law is applied (i.e., law in action)

— How people think and talk about the law (i.e.,
anthropology of the law)



Economic, Behavioral & Legal
Perspective Law

Interdisciplinary approach
v Economics

v'Sociology

v’ Institutions

v’ Psychology

Comparative or/and jurisdiction-blind (anatomy)



Beyond common law vs
civil law systems?

importance of:
ownership
concentration, family
control, state
involvement, and -
capital-market
development




Common framework and ‘rules of the
game’?

CONSTITUENCY? e RELEVANT RULES?

¢ Prohibition on fraud

Anyone dealing with corp

| t ¢ Disclosure & Accounting rules
N—— e Corporate governance
e Consumer protection & Data protection

Consumers e Competition law

e Health and safety

Workforce e Discrimination law & Human rights

. e Environmental law
SOCIQty at la rge e Anti money laundering / terrorism financing

e Tax evasion - Bribery & corruption

25



Common feature: remedial law vs
criminal law

e A common feature: remedial law vs criminal law

* Same set of facts may trigger liability for breach of
both remedial and criminal law

 Remedial law and criminal law pursue different

purposes: therefore, procedures and penalties are
differ

02/06/2026
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MINI CASE STUDY

* Facts:

Andrew takes his girlfriend Betty out for dinner at the
restaurant The Beau Rivage that you own. They both develop
food poisoning. They are convinced that this was caused by
the insanitary condition of the restaurant.

 What are possible consequences? Who can start an action
(Criminal and / OR remedial ) against your restaurant?

 What needs to be demonstrated and by Whom in order to
prevail?



Criminal proceedings

e State v The Beau Rivage

* Selling impure food—criminal offence pursuant to the
Food Safety Act 1990

* |nterest of public safety to control and punish such
behaviour

* Prosecutor (speaking in the name of state) has to
prove beyond all reasonable doubt that the food
poisoning was caused by the condition of the food

 The Beau Rivage may be fined—a sum of money
payable to the state. The money does not go to the
victims of the crime.

2 June, 2026



Remedial proceedings

— Andrew v The Beau Rivage
e Andrew can sue the restaurant for breach of contract
* Andrew who bought the meal will be able to reclaim the cost of the meal

— Betty v The Beau Rivage
* Betty had no contract with the restaurant
* She can sue in tort claiming negligence or breach of the Consumer Protection Act 1987

— Andrew and Betty will sue the restaurant in the county court

— Burden / Std of proof: they will have to prove that on the balance of probabilities the
restaurant caused the damage

* means that it is more likely than not that the restaurant was responsible for the food
poisoning

* |lower standard of proof than that required in criminal proceedings.

— If Andrew and Betty win the restaurant will have to compensate them for their pain and
suffering and all economic loss resulting from it, including medical costs and loss of earnings

— To avoid reputation damages, the restaurant might want to settle before the trial (case
lawyering / cause lawyering)

2 June, 2026



Litigaton and Alternative dispute resolution (ADR)

How to solve conflicts?

Negotiation Mediation Neutral Evaluation Arbitration Litigation

I I I I I

Modes of Dispute Resolution

*  Maximum party control over outcome *  Third party control over outcome
»  Focus on consensus *  Determination of legal rights

»  Confidential o Public

o Informal *  More formal rules for process

2 June, 2026 p 30
Dispute Resolution age



» Arbitration
» Compared to litigation: more flexible nature and near-global enforceability of
arbitration awards under the 1958 UNCITRAL Convention on the Recognition
and Enforcement of Foreign Arbitral Awards (New York Convention”)

Arbitration caseloads 2016 - 2023
; I \
80X | i
| |
. | | .
‘ | ||||||||I [N
| | || .‘ || IR

» Mediation (assisted negotiation)
» Compared to litigation & arbitration: more flexible nature, settlement by
parties (time, cost - fairness in arms-length negotiations)
» Enforceability issues (Singapore Convention, 2016)

31



Agenda
Foundations: Corporate Decision-
Making in a Fragmenting World

e Corporate Decision-Making: Interdisciplinary
Approach



EXPERIMENT

Two players

One is assigned the role of divider — first name comes first
in the alphabetic order

The other is assigned the role of chooser - first name
comes second in the alphabetic order

The divider is presented with a sum of money (e.g. 10
pounds)

— Divider proposes a split of the money (ie. offer a sum) — entire
figure only: 0; 1; 2 etc

— The chooser can either accept of reject the offer — NO
BARGAINING ALLOWED

— Outcome

» |f the chooser accepts the proposed split, then the parties receive their
share of money in accordance with it

 If the chooser rejects the proposed split, then neither party gets
anything.



ULTIMATUM BARGAINING GAME:
OUTCOME

* Economic rational predicts that the divider will
offer the chooser the smallest possible amount
above zero and keep the rest.

 The chooser will accept the offer because it is
greater than zero, the alternative outcome.

* |n practice:

— Dividers often offer an equal split. Why? Is this
rational?

— Choosers prefer to receive nothing than accepting an
offer that is very favourable to the divider. Why? Is
this rational?



Traditional. Economic & Legal
Approach to Behaviour

“All human behavior can be
viewed as involving participants
who maximize their utility from a
stable set of preferences and
accumulate an optimal amount of
information and other inputs in a
variety of markets”

Becker, The Economic Approach
to Human Behaviour (1976)




Rational Choice Theory

* Preference: maximisation of expected utility
— Homo ‘economicus’
— Neo-classical economics, and economic analysis of law
— Reaction to incentives
— Assumptions:

* Well-defined, complete preferences
 Stable, transitive preferences



Compatible witt traditional economic
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And how
does that
work?



Inference

The reflexive loop
v lour beliofs affect what
Y datawe seloct next time)

‘----O"




And how
does
inference
work?
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Causal
inference

Inference is an abstraction
mechanism (Sapiens)

Causal inference = Bayesian
cognitive inference (many labels)
vs. Boolean logic

See Thinking Fast & Slow, p. 154
and 166 seq.

In a nutshell: human cognition

seeks to establish a model for
representing the world based on
observations, and constantly
updates it according to the
probability of a hypothesis



lllustration of
inference

A child

coughs:
more likely to
be lung cancer,
influenza, or
gastroenteritis?

probability of having p(cough|lung
cancer) is high but the probability of
having p(lung cancer) is low, so the
product of the two is low.

probability of having p(gastroenteritis)
is high, but since the probability

p(cough | gastroenteritis) is low, the
product of the two is also low.

probability p(flu|cough) is high, since
the probability p(cough|flu) is high
and is multiplied by the probability
p(flu), which is also high.




Inference Mechanism is Compatible with
Rational Choice Theory Perspective

o VV C



Where
does
bounded
rationality
and biases
may come
in?

S®

What is observed
(cough, but other
symptoms not
“noticed” ...? )

Base line p(lung
cancer) how high
or low?



Realistic approach to behaviour

* “Going beyond the straitjacket of strict rational-
choice assumptions.” R Korobkin

* Additional parameters to add to standard rational
theories to record “anomalies”

* Nota: why necessarily “mistakes”? Quid “adaptation
process”?

e Under risk (probabilistic, analytico-rational belief;
ex post verification)

VS

e Under uncertainty environment (intuitive &
experiential tools, e.g., narrative)



Shortcuts and Biases

Prediction (rachlinski & Wistrich, 2013; Fox & Birke, 2002)

— Availability heuristics (e.g., risks of terrorist act vs stroke)

— Confirmation bias

— Contrast and comparison, aversion for extremes (Guthrie, 2003)
— Optimistic overconfidence bias

— Attribution Biases / Framing

Valuation (Tversky & Kahneman, 1981; Guthrie, 2003)
— Loss aversion, Endowment Effect (Thaler, 1980)
— Statu Quo

Social sighals heuristics (Ross,1995; Arnold and 0’Connor,
1999)

— Expert Recommendations
— Reactive Devaluation

Affects heuristics (Stark & Frenkel, 2013)

— Self-image congruence (Kressman, 2006) (cf. Ultimatum game
with Prof. Eidenmueller)



Predictable Bounded Rationality

DAN ARIELY

RS

— Observed discrepancy between
PREQICTABL | P d{) o
IRRA\T!QNAL planned behaviour

3

and actual behaviour

Does not mean unpredictable
behaviour

- Systematic deviations

The Midden Forces that.Shape Our Decisions



Bounded Rationality Theory
(Herbert Simon)

* Not always ‘rational’ in the economic sense: ‘satisfying’
choices (rather than optimal choices)

— Experimental and empirical studies: systematic
deviations from assumptions of economic rationality

— Preferences often do not comply with formal
requirements of transitivity, invariance, etc

* Role of fairness, envy, altruism, etc

— Moral judgments more aligned with “deontological”
morality than “consequentialist” welfare economics



I nfe re n ces : =ad Which “observed” data

Why e cough ... what bout temperature, yelling all day, etc?

e Automatic vs analytical observation (system 1 or 2)
P [ ]
ra Ct I Ce =+ Meaning of the observed data

n Ot t h e e Framing by experience (old/ young lady)

e Predictable bias (over optimism)

Sa m e a S = Base line p(lung cancer) how high or low?

Theory?



Bounded Rationality Theory (Herbert simon)

* Not always ‘rational’ in the economic sense:
‘satisfying’ choices (rather than optimal
choices)

— Experimental and empirical studies: systematic
deviations from assumptions of economic rationality

— Preferences often do not comply with formal
requirements of transitivity, invariance, etc

* Role of fairness, envy, altruism, etc

— Moral judgments more aligned with “deontological”
morality than “consequentialist” welfare economics
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TWO OF),
THE MOST POWERFUL
AND EFFECTIVE °
OF ALL HUMAN FEARS
6
ARE
THE FEAR OF(FAILURE
AND THE FEAR
OF)SUCCESS




I nfe re n ces : =ad Which “observed” data

Why e cough ... what bout temperature, yelling all day, etc?

e Automatic vs analytical observation (system 1 or 2)
P [ ]
ra Ct I Ce =+ Meaning of the observed data

n Ot t h e e Framing by experience (old/ young lady)

e Predictable bias (over optimism)

Sa m e a S = Base line p(lung cancer) how high or low?

Theory?



Dual-Process Theory

* Brain Modes of Thinking: System 2 vs System 1 (Stanovich and
West, 2000; Kahneman, 2011)

P System 1 System 2
" S —l
O Fast p 1 Slow
e
};:'3‘._4.- >‘ ] (o ‘l, :
1%»: Unconscious | AP Conscious
<

fé)@ Automatic (}’fn Effortful

Everyday Complex
o o Decisions Decisions
| (KA K23k
Error prone — Reliable




\Disadvantages Advantages | Characteristics .

System 1 System 2
Fast Effortless Unconscious Slow Effortful Covsdiciin
Triggers st .
emggions emcanue Logical Deliberative

Looks for patterns
Looks for Can handle

causation _ creates stories abstract concepts
to explain events

Speed of response  Creativity Allows reflection and consideration
in a crisis through of the “bigger picture”, options,
. associations, pros and cons, consequences
Easy completion  ¢g good for _
of routine or expansive Can handle logic, Good for
repetitive tasks thinking maths, statistics reductive thinking
Jumps to  Unhelpful emotional Slow, so
conclusions responses requires time
Can make errors that are not
detected and corrected, such as Requires effort and energy, which
wrong assumptions, poor can lead to decision fatigue

judgements, false causal links




OPTIMISTIC OVERCONFIDENCE



OVERCONFIDENCE

OVERFLOWING OPTIMISM COLLIDING WITH TRUE LIFE EXPERIENCE

DIY.DESPAIR,COM



What is optimistic overconfidence?

(Weinstein, Optismtic Biases about Personal Risks, 1989; Bauman & Spieglel,
Misperception among gay men of the risk of AIDS, 1987)

* Tendency to believe that

—The chances of good things happening are
higher than they are in reality

— Chances of bad things happening are lower than
they are in reality

* Explanation: differential attention facts

— Positive

— In line with expectations

— Negative facts



May it impede successful decision
making, including settlement?



ATTRIBUTION BIASES / FRAMING






How we caracterise a given
situation / behaviour is

influenced by information we have ...
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What are attribution biases?
(Babcock, Loewenstein, 1997)

e Attribution: how people attribute causal
meaning to behaviour.

e Main distinction:

— Situational attributes, i.e. external circumstances

* Emphasised when evaluating our own behaviour (actor-
observer bias)

— Dispositional attributes, i.e. personnality traits

* Over-emphasised when evaluating other’s behaviour
(correspondence bias or fundamental attribution error)

 Harm within the control of the doer : creates emotion
(e.g. anger,feeling of being disrespected and treated
unfairly ) against the doer and desire for retaliation



(WHY ARE YOU ALWAYS SO
ANXIOUS TO CRIMICIZE ME '.’/

£ ‘o et tesios e vy |

PEANUTS: drawings by Charles Schulz; 1959 United Features Syndicate, Inc, Beprinted by

permission of UFS, In¢

I JUST THINK I HAVE A
KNACK FOR SEEING OTHER

PEOPLE'S FAULTS..

gessy




May it impede successful decision
making, including settlement?



FRAMING EFFECTS: RISK VS.
CERTAINTY






WHICH PLAN DO YOU PREFER?

PLAN A

1/3 chance of saving 600 lives and 2/3 of
saving none

PLAN B

2/3 chance of losing all 600 lives and 1/3
of losing none






What is framing?

* People evaluate and choose between options
not merely on the basis of these options
tangible features, but also how they compare
and how they are presented

* Preference for option framed as a gain over
same option framed as a loss

— Tversky, Kahneman (1986) paradigmatic
experiments



Experiment: Tversky, Kahneman (1986)
GROUP 1

PLAN A:
If adopted, 200 people will be SAVED

PLAN B:

If adopted, there is a 1/3 PROBABILITY that
600 people will be saved and a 2/3
probability that no one will be saved



80%0 -
70% -
609%0 -
5090 -
40% -
3090 -
209%0 -
10% -

0% -

B PLAN A
B PLAN B




GROUP 2

PLAN A:
If adopted, 400 people will DIE

PLAN B:

If adopted, there is a 1/3 PROBABILITY that
nobody will die and a 2/3 probability that
600 will die



80960 -
7090 -
6090 -
5090 -
40% -
3096 -
20%0 -
109%0 +

0% -

EPLANA
Bl PLAN B




80%b -
709%0 -
6090 -
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209%0 -
10%0 -

096 -

e
e
e
e
e
e
e

GROUP1

GROUP 2

EPLAN A
B PLAN B




May it impede successful decision
making, including settlement?



LOSS AVERSION



| will flip a
coin:
Head: you lose 10

Tail: you win HOW
MUCH?

How much you need
to accept to play?




Twice the potential loss

Losses are weighted about 2 times as heavily as gains

The amount required depends on:

— Wealth level;

— Stakes involved;

— Whether the gamble is isolated or repeated,;

— Financial sophistication;

— Framing.

Nevertheless, for a one-shot coin flip with modest

stakes such as yours, the empirically observed median
answer is often in the range of:

— $18-25, with $20 being a good benchmark.



lllustrate the distinction between:
* Expected value (accept at $10+),

* Expected utility (accept at some
amount above $10 depending on risk
aversion),

* Prospect theory (many people
require about $20 because losses are
psychologically overweighted).

In business and corporate governance,
the implication is important: managers,
directors, investors, and regulators may
systematically reject positive expected-
value projects if the possibility of losses
is particularly salient. Much of modern
behavioral corporate law begins with
that observation.




Prospect Theory

(Kahneman, Tversky, 1979)

Value

g

Losses Gains




Tversky, Kahneman (1986)
paradigmatic experiment n°2

A certain $240
preferred to

a 25 % chance of receiving
$1,000

a 75 % chance of losing
$1,000 preferred to
a certain loss of $750



Transactional work / decision making: In
business and corporate governance, the
implication is important: managers, directors,
investors, and regulators may systematically
reject positive expected-value projects if the

| possibility of losses is particularly salient

Settlement is a gain and going to court as a
chance of increased gain = preference for certain

gain

® VS

Settlement is a cost and going to court as a
chance to off set the loss = preference for an
adjudicated solution




Reference point

* how do we decide whether an outcome is a
gain or a loss?
e |s the reference point “10”, “20” or 30” (Oil

pricing)



May it impede successful decision
making, including settlement?



REACTIVE DEVALUATION






What is reactive devaluation?

e Reactance theory

— Limitations placed on an individual’s freedom triggers
an affective reaction

— When option becomes unavailable, it is viewed as
more attractive
* |nversely: Reactive devaluation

— A offered concession appears less desirable than it
appeared before it was offered

— Reasons

* Implicit informational signals about the value of
the offer to the proposer or to the recipient

— Fear of private information triggering the concession
— Aspiration (expectation of further devaluation)




