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Analytics in Accounting

Course objective and motivation

The course examines the use of accounting information for incentive provision and
performance evaluation within organizational hierarchies. We will study seminal and
contemporary research on incentives, performance measurement, and the role of these
mechanisms in shaping the allocation of decision-making authority in organizations.

The objectives of this course are to:

1. Introduce students to the theoretical foundations of the decision-influencing role of
accounting information.

2. Develop students’ ability to structure and analyze incentive and performance
measurement problems using economic theory.

3. Equip students to apply existing theories and develop new theoretical insights for
research projects in management accounting.

Course planning

Day 1: Incentives

Day 2: Performance measurement: controllability principle, aggregation of performance
information

Day 3: Performance measurement: performance measure congruity, relative performance
evaluation, subjective performance evaluation

Day 4: Hierarchies: performance measure spillover, collusion, management authority

Day 5: Hierarchies: organizational structure, other-regarding preferences

Course setup

Each topic will be covered through a combination of lectures, exercises, and discussions. We
will begin with a lecture introducing the topic, characterizing the underlying decision problem,
and demonstrating how it can be formally modeled. Students will then work on exercises to
apply the theoretical concepts and present their solutions. Building on these exercises,
students will discuss how the conceptual constructs can be operationalized empirically and
propose approaches for testing the theoretical predictions. Each session will conclude with a
discussion of unresolved issues and promising directions for future research.

Course assessment
Upon completion of the course, students are expected to develop a research proposal

related to one of the topics covered in the course. Specifically, the proposal should articulate
the study's motivation, develop the theoretical arguments underlying the expected



relationships, and outline a feasible empirical approach, including ideas for measuring the
key constructs and testing the proposed hypotheses.

Setup of paper presentations

Each topic is accompanied by a set of required readings. Students are expected to read
these papers carefully before class and be prepared to discuss them in depth. In particular,
for each paper, consider the following questions:

What are the paper's main findings and key insights?

What are the key assumptions underlying the analysis?

Under what conditions is the model applicable, and where might it not apply?
How could the paper's theoretical predictions be tested empirically?

Detailed overview of topics and study material

A. Incentives

a) Finite action and outcome space
b) Convex action and outcome space
c) Agent limited liability

d) Linear contracts

B. Performance measurement

a) Controllability principle

b) Aggregation of performance measures
c) Performance measure congruity

d) Relative performance evaluation

e) Subjective performance evaluation

C. Hierarchies

a) Performance measure spillovers
b) Collusion

c) Management authority

d) Organizational structure

e) Other-regarding preferences
Credits

6 ECTS (European Credits)
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