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Srategic expansion and choice o financing
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Abstract : A nodd is condructed to andyd's the corporate srategc expandon which irfluencesfinanciad ocontract in
which the agent cos and nora hazard were included. The concluson is that the earnings of laterd integration is
posdtive relative to the ratio of debt ; but if the shareholder want to get nore earningsfrom vertical integration , they
mug decrease the ratio of debt and increase the level of relationship- ecific invegment. Secondly , we discussed
the principle-agent and nora hazard of financia contract , in which disclose that cash flow isimportant for corporate
financing. The enperica evidences in this pgper coincide with the alove theoretical concluson. At lag , we gve
Dme advice about grategc expandon and financing deci son.
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