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COPENHAGEN BUSINESS SCHOOL

COURSE OUTLINE
CORPORATE GOVERNANCE 2008
Professor: Steen Thomsen

Place: Dalgas Have 15 (room SØ 089)

Time: 21. - 25. April 9.00 - 12.15
Aims and objectives

Corporate Governance can be defined as the “operating system” for company managers. As governance differs from company to company and from country to country, international managers need a professional understanding of these differences. The course introduces students to the mechanisms of governance in different systems comparing US-UK, East Asia, Continental Europe and Scandinavia. Students learn the costs and benefits of alternative governance mechanisms – law, ownership, boards, incentives etc. - and how they can be applied in individual companies. 

Course content

Globally, corporate governance has undergone rapid change as a consequence of financial scandals, internationalization of capital markets and business trends such takeover pressures, investor activism, stock options, the spread of shareholder value thinking, privatisation, increased board activism, and private equity. The course covers the theory and mechanisms of governance and comparative systems of governance.

Learning goals

The aim of this course is to gain an in-depth understanding of corporate governance and how corporate governance influences corporate performance. The course will introduce the students to corporate governance issues and teach them to analyze how different corporate governance mechanisms – like ownership and board structure, legal systems and incentives – contribute to the solution of agency problems and influence corporate economic performance. Using this framework the course will then study the impact of corporate governance on corporate performance depending on company specific factors. The course will enable students to undertake a corporate governance review of an individual company including an assessment of how ownership, board structure, managerial incentives and system characteristics influence company performance. 

More specifically students will (within the practical limitations of a single course):

•
Learn how to identify and analyze corporate governance (agency) problems.

•
Learn to analyze how the corporate governance of a particular company is likely to influence its economic performance.  

•
Learn to appreciate how the governance, behaviour and performance of individual companies are shaped by the governance system, in which they operate. 

Teaching Style
Students will learn through a combination of pedagogic methods. Lectures combined with in-class discussion of company case studies will be based on assigned readings, i.e. a textbook and some research papers, which discuss and analyze corporate governance problems using alternative theories. The course will consist of lectures, classroom discussion, case presentation by students, and lectures by experts from the business community. 

Students will be divided into study groups who are asked to prepare a 15 minute presentation on a specific case. The groups will published on Sitescape a week before the course start - Please note that the first group – group no. 1! - must present on day 1 (April 21). Please contact the teacher if you have questions. 

Prerequisites
The course builds on and extends a basic undergraduate understanding of management, strategy, accounting, law and finance.
Evaluation structure

The evaluation will be a written final exam, in the form of a case analysis. Students will be asked to evaluate the corporate governance of a specific company using publicly available information.

	Elements of evaluation
	Base of evaluation
	Weight

	Individual case analysis
	Written
	100%


Exam: The exam is a 24 hour take home exam. The exam case will be handed out at the Fulltime MBA office on Friday April 25, at 13:00. The case will also be available on Sitescape. Students will be asked to assess corporate governance in a specific case based on publicly available information. The written project must be handed in at the Fulltime MBA office no later than Saturday April 26 at 13:00 in 2 hard copies.

Grading

Grading will follow the Danish 7-point scale. Under this scale, the following ECTS equivalencies may be understood:

	Outstanding
	A
12

	
	B
10

	Satisfactory
	C
7

	
	D
4

	Acceptable
	E
02

	Unacceptable
	F
00

	
	F
03


Literature:
The course will use “Steen Thomsen. An Introduction to Corporate Governance. DJØF Publishing, Copenhagen, 2008” combined with a few articles from relevant journals and other sources. 
Additional reading will be posted on Sitescape, in the Corporate Governance folder.

Textbook: 
Steen Thomsen. An Introduction to Corporate Governance. DJØF Publishing, Copenhagen, 2008.

Additional readings:

Colley, John L., Doyle, Jacqueline L., Stettinius, Wallace, and Logan, George.

Corporate Governance. McGraw-Hill. 2003.

“The Combined Code. Recommendations on Corporate Governance”.

Copenhagen Stock Exchange (2003): “The Report on Corporate Governance in Denmark”, www.corporategovernance.dk

Pettit, Justin (1998) “Governing for value”, Ivey Business Quarterly, Autumn 63, 1.

La Porta et al. (1998) “Law and Finance”, Journal of Political Economy, vol. 106 no. 6.

Thomsen, S. (1999) “Corporate Ownership by Industrial Foundations”, European journal of Law and Economics.

Tirole, Jean (2006) “Corporate Governance. The Theory of Corporate Finance”, Chapter 1, Princeton University Press.
Kaplan, Steven, & Schoar, Antoinette (2005) “Private Equity Performance: Returns, Persistence, & Capital Flows”. The Journal of Finance.
Cases:
DaimlerChrysler

Springboard to a Swan Dive
Disney: Troubles in the Magic Kingdom

The Li Ka-Shing Group

Armand Hammer and Occidental Petroleum



Class Schedule & Readings


Monday

	Lecture #1
	21-4-2008
	9.00-10.30 
	Introduction to corporate Governance

	Professor
	Steen Thomsen 

	Required Reading
	Steen Thomsen. An Introduction to Corporate Governance. DJØF Publishing, Copenhagen, 2008. Chapters 1-2.

	Optional Reading
(on Sitescape)
	Tirole, Jean (2006) “Corporate Governance. The Theory of Corporate Finance”, Chapter 1, Princeton University Press.

	Case
	Armand Hammer and Occidental Petroleum

Presentation by Group 1 (15 minutes)

· Is there a corporate governance problem

· If so, what kind?

· How do the different governance mechanisms work?

· How could they be made to work better?



	Study Questions
	· What is corporate governance? 
What is it not?

· What is an agency problem?
What are the generic agency problems?


	Lecture #2
	21-4-2008
	10.45-12.15 
	Corporate Governance mechanisms

	Professor
	Steen Thomsen 

	Required Reading
	Steen Thomsen. An Introduction to Corporate Governance. DJØF Publishing, Copenhagen, 2008. Chapter 3.

	Optional Reading
(on Sitescape)
	Tirole, Jean (2006) “Corporate Governance. The Theory of Corporate Finance”, Chapter 1, Princeton University Press.

	Guest Lecture
	Florian Schönharting: Are Agency problems real?

Examples from biotech

	Study Questions
	· What are the key mechanisms of governance?
How do they work to control/influence managers? 







Tuesday

	Lecture #3
	22-4-2008
	9.00-10.30
	The Board

	Professor
	Steen Thomsen

	Required reading
	Thomsen (2008) chapter 6

	Optional Reading
	Colley et al. (2003): Chapters 2-6

	Case
	Kambil & Beebe (2005) “Springboard to A Swan Dive?” 
Presentation by Group 2 (15 minutes)
· What would you do if you were John Clough? Accept the position?

	Study Questions
	· What is a Board?

· What are the tasks of the board?

· Do boards live up to their responsibilities?


	Lecture #4
	22-4-2008
	10.45-12.15
	Inside the board: Best Practice

	Professor
	Steen Thomsen

	Required Reading
	Thomsen (2008) Chapter 6.

	Optional Reading
(on Sitescape)
	The Combined Code. The Nørby Code. The OECD Code.

	Study Questions
	· What are the key recommendations in the combined code?
· Do they make sense?

· Does board structure matter?

	Other
	Guest lecture by Mads Øvlisen:   What is really going on in a board meeting?  The usual and the unusual.







Wednesday

	Lecture #5
	23-4-2008
	9.00-10.30
	The shareholder value model. US & UK.

	Professor
	Steen Thomsen

	Required Reading
	Thomsen (2008) chapter 9.

	Optional Reading

	Pettit, Justin (1998) “Governing for value”, Ivey Business Quarterly, Autumn 63, 1.

	Study Questions
	· How can you structure your company to maximize shareholder value? Ownership? Capital structure? Incentives? The board? Objectives?
· What is the market model of corporate governance?

· How is it practiced in the US? In the UK

· What are the strengths/weaknesses of the shareholder model?

	Guest lecture
	Jeppe Christiansen: A Shareholder’s view of Corporate Governance 


	Lecture #6
	23-4-2008
	10.45-12.15 
	International Corporate Governance

	Professor
	Steen Thomsen 


	Required Reading
	Thomsen (2008) chapter 4.

	Optional Reading

	La Porta et al. (1998) “Law and Finance”, Journal of Political Economy, vol. 106 no. 6.

	Guest Lecture
	Waldemar Schmidt: Danish and International Corporate Governance

	Study Questions
	· What are the main international corporate governance models?

· How do they differ in terms of:  ownership structure, board structure, financial system, executive compensation and other dimensions?


Thursday
	Lecture #7
	24-4-2008
	9.00-10.30
	International Corporate Governance

	Professor
	Steen Thomsen

	Required Reading
	Thomsen (2008) Chapter 6.

	Optional Reading

	Colley et al. (2003): Chapters 5, 8 and 11

	Cases
	Blasco et al. (2000) “DaimlerChrysler: Value creation and challenges of an international transaction”

Presentation by Group 3 (15 min.)

· Was this merger a good idea? 

What were the corporate governance challenges – obstacles and opportunities?

“Disney: Trouble in the Magic Kingdom”

Presentation by Group 4 (15 minutes)
· Is there a corporate governance problem in Disney?
· If so, how could it be solved?

	Study Questions
	· Is board culture “hot air”?

· What in your opinion makes a board good (great)?


	Lecture #8
	24-4-2008
	10.45-12.15
	Private Equity and Corporate Governance

	Professor
	Steen Thomsen



	Required Reading
	Vinten & Thomsen. 2008. A review of Private Equity.

Vinten & Thomsen. 2008. ISS – A Case in the Making.



	Optional Reading
(on Sitescape)
	Kaplan, Steven, & Schoar, Antoinette (2005) “Private Equity Performance: Returns, Persistence, & Capital Flows”. The Journal of Finance.

	Study Questions
	· What is private equity?

· How do private equity funds perform?
· How can private equity funds add value

· Are private equity funds better at corporate governance?

	Other
	Private Equity Funds and Corporate Governance

Presentation by Peter Korsholm, EQT

Group 5 prepares questions and discussion of the ISS case


	Lecture #9
	25-4-2008
	9.00-10.30
	Family Ownership

	Professor
	Steen Thomsen

	Required Reading
	Thomsen (2008) chapter 12.

	Optional Reading
(on Sitescape)
	Classens et al. (2000) “The separation of ownership and control in East Asian Corporations”.

	Case
	“The Li Ka-Shing group”

Presentation by Group  5 (15 minutes)
· How would you rate corporate governance in the Li Ka-Shing group

· Would you invest in the group?

· Is Li Ka-Shing a dinosaur or a symbol of the future?

	Study Questions
	· How can ownership and control rights be separated?

· What is a business pyramid?

· What are the pros and cons of business groups


	Lecture #10
	25-4-2008
	10.45-12.15
	Scandinavian Corporate Governance. 
Overview of the course. 

	Professor
	Steen Thomsen 

	Required Reading
	Thomsen (2008) chapter 13-14.

	Optional Reading
	Thomsen, S. (1999) “Corporate Ownership by Industrial Foundations”, European Journal of Law and Economics. 

	Study Questions
	· What characterizes Corporate Governance in Denmark?
· In Sweden and Norway?

· What is an industrial foundation?

· What is corporate governance in a foundation-owned company?

	Other
	Lars Nørby Johansen: Board work in public and private companies
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