
MGMT 90038 

Global Corporate Governance 

 

SUBJECT GUIDE 

 

Semester 2 2018 

 

Prepared by 

Christopher Stewart 

 

 

Department of Management and Marketing 

Melbourne Business School  

 

 

FINAL VERSION (July 2018)



Contents 

SUBJECT OUTLINE ....................................................................................................... 1 

INTRODUCTION ............................................................................................................... 1 
SUBJECT OVERVIEW AND AIMS ........................................................................................ 1 

LEARNING OUTCOMES ................................................................................................ 2 

LEARNING OUTCOMES AND GENERIC SKILLS .................................................................... 2 

ACADEMIC STAFF CONTACT DETAILS ...................................................................... 2 

SUBJECT COORDINATOR CONTACT DETAILS..................................................................... 2 

SEMINAR DATES AND LOCATION .............................................................................. 3 

LECTURE TIMES ............................................................................................................. 3 
LECTURE PARTICIPATION REQUIREMENTS ........................................................................ 3 
LECTURE SCHEDULE ...................................................................................................... 3 
LECTURE SLIDES ............................................................................................................ 5 

ASSESSMENT ............................................................................................................... 6 

ASSESSMENT OVERVIEW ................................................................................................ 6 
ASSESSMENT DETAILS .................................................................................................... 6 
USING THE LMS (TURNITIN) ONLINE SUBMISSION .............................................................. 7 
PLAGIARISM AND COLLUSION .......................................................................................... 7 
ASSIGNMENT EXTENSION ................................................................................................ 7 
PENALTIES FOR LATE SUBMISSION .................................................................................. 7 
REFERENCING ............................................................................................................... 8 

SUBJECT RESOURCES ................................................................................................ 9 

STUDENT SERVICES .................................................................................................. 10 

SEMINAR OUTLINES AND REQUIRED READINGS .................................................. 11 

 



1 

 

Subject Outline 

Introduction 

Welcome to MGMT 90038 Global Corporate Governance 

In light of the recent corporate scandals at Australian firms such as AMP and 
Commonwealth Bank, the role of corporate governance in protecting both shareholder and 
stakeholder interests has perhaps never been more important and interesting to study. Such 
anecdotes help motivate this subject and provide the context for our seminar discussions. 
While each seminar is designed to draw on “real world” examples of corporate governance 
in practice, we nonetheless anchor these discussions around key topics. For example, we 
will examine corporate governance theories, board governance, executive compensation, 
institutional investors (and activist investors), the role of external monitoring (e.g., auditors), 
whistleblowers, governance rating firms, investor relations, corporate culture, CEO labor 
markets and succession planning, and transparency and financial disclosure. 

 

Subject Overview and Aims 

The overall aim of the subject is to provide students with an understanding of the theories 
and development of corporate governance, and its complexity in international business. 
Multinational firms and publicly listed companies face fundamental challenges of 
governance, which cannot be resolved by mere compliance. This subject covers a 
comprehensive discussion on international corporate governance. We’ll draw on topical 
case studies and anecdotal examples to form our discussion to ensure that students can 
appreciate the relevance of good governance. We’ll also draw on academic research to 
provide theory and empirical evidence of the role of governance. 

 

Prescribed Textbook 

No textbook is required for this subject. All reading materials will be provided to you. 
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Learning Outcomes 

Learning Outcomes and Generic Skills 

To view the subject objectives and the generic skills you will develop through successful 
completion of this subject, please see the University Handbook:  

https://handbook.unimelb.edu.au/2018/subjects/mgmt90038 

 

Academic Staff Contact Details 

Your subject coordinator for Global Corporate Governance is Christopher Stewart. 

Subject Coordinator Contact Details 

Email: CStewart5@unimelb.edu.au 

Location: Level 8, The Spot 

Consultation Hours: Monday 1-2pm (Email appointment required) 

Email protocol 

Please note that we are only able to respond to student emails coming from a 
University email address. Please do not use personal email addresses such as 
Yahoo, Hotmail or even business email addresses. Emails from non-University email 
addresses may be filtered by the University’s spam filter, which means that we may 
not receive your email. All correspondence relating to this subject will only be sent to 
your University email address. Note that you must first activate your University email 
address before you can send or receive emails at that address. You can activate 
your email account at this link: http://accounts.unimelb.edu.au/. 

While academic staff endeavor to address queries received via email, it is more 
appropriate to resolve substantive questions during lectures and tutorials and during 
normal consultation hours. With this in mind, we encourage students to attend all 
lectures and tutorials and to familiarise themselves with the consultation hours 
offered by the lecturers and tutors in this subject. 

 

 

 

 

https://handbook.unimelb.edu.au/2018/subjects/mgmt90038
http://accounts.unimelb.edu.au/
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Seminar Dates and Location 

Lecture Times 

Wednesday 10:00am – 1:00pm  Venue: Spot, 5007 

A second session may be offered on the following day/time/location: 

Thursday  10:00am – 1:00pm  Venue: Kwong Lee Dow, 219 

Note: If we open a second seminar time, you can only attend one of the two seminars each 
week. Also, I will ask that you choose one time (Wed. or Thurs.) and remain in that seminar 
day for the entire semester. 

 

Lecture Participation Requirements 

Class participation is 10% of your final grade. Refer to the assessment section for details.  

Lecture Schedule 

Week Date Seminar Areas to be covered Required 
Reading 

1 July 25 ▪ Introduction to 
the subject 

▪ Introduction to 
corporate 
governance 

▪ Corporate 
governance 
theory 

▪ International 
corporate 
governance 

▪ Outline of the subject; 
discussion of assignments and 
groups; expectations in the 
subject 

▪ What is and why do we need 
“corporate governance”? 

▪ Corporate governance theories: 
(1) agency theory; (2) 
stewardship theory; and, (3) 
stakeholder theory 

▪ A brief discussion of 
governance systems across the 
globe 

See 
attached 
summary of 
Seminar 1 
for list of 
readings. 

2 August 1 ▪ Board of 
directors: 
duties and 
liabilities 

▪ Board 
remuneration 

▪ Role of the board 

▪ Board structure and board 
committees 

▪ Director compensation 

See 
attached 
summary of 
Seminar 2 
for list of 
readings. 
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3 August 8 Case studies in 
international 
corporate 
governance 

Guest lecture by Prof. Ian Gow 
https://fbe.unimelb.edu.au/our-
people/staff/accounting/ian-gow 

 

Cases will 
be made 
available on 
the LMS 

4 August 15 ▪ CEO 
compensation 
& performance 
measurement 

▪ CEO remuneration 

▪ Measuring CEO performance 

See 
attached 
summary of 
Seminar 4 
for list of 
readings. 

5 August 22 ▪ Institutional 
investors and 
activist 
investors 

▪ Role of institutional investors in 
monitoring 

▪ Shareholder activism 

 

See 
attached 
summary of 
Seminar 5 
for list of 
readings. 

6 August 29 ▪ CEO labour 
market 

▪ CEO 
succession 
planning 

▪ Where do firms find their 
CEOs? 

▪ Reputational consequences 

▪ When should boards start CEO 
succession planning? 

See 
attached 
summary of 
Seminar 6 
for list of 
readings. 

7 September 5 ▪ Auditors 

▪ Whistleblowers 

▪ Role of the auditor as an 
external monitor 

▪ Whistleblowers: guest lecturer 
Dr. Gladys Lee 

See 
attached 
summary of 
Seminar 7 
for list of 
readings. 

8 September 
12 

Group presentations 

9 September 
19 

Group presentations 

Non-teaching week 

10 October 3 ▪ Governance 
rating and 
proxy advisory 
firms 

▪ Investor 
Relations 

▪ Are governance ratings useful 
to investors? 

▪ Are governance ratings value 
relevant? 

▪ Do governance ratings 
influence shareholder voting? 

See 
attached 
summary of 
Seminar 10 
for list of 
readings. 

https://fbe.unimelb.edu.au/our-people/staff/accounting/ian-gow
https://fbe.unimelb.edu.au/our-people/staff/accounting/ian-gow
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▪ Investors relations: guest 
lecturer, James Kavourakis 

11 October 10 ▪ Corporate 
culture 

▪ What role does corporate 
culture and social norms have 
in relation to corporate 
governance practices? 

▪ Having discovered governance 
problems, in what ways can we 
“fix” these problems? 

▪ Corporate culture: guest 
lecturer, Prof. Margaret 
Abernethy 

https://fbe.unimelb.edu.au/our-
people/staff/accounting/margar
et-abernethy 

 

 

See 
attached 
summary of 
Seminar 11 
for list of 
readings. 

12 October 17 ▪ Relationship 
between 
corporate 
governance, 
transparency 
and financial 
disclosure 

▪ Discussion 
about your 
take-home 
exam 

▪ We examine why timely and 
detailed disclosure of material 
information is important to 
investors 

 

See 
attached 
summary of 
Seminar 12 
for list of 
readings. 

 November 7 Individual assignment due by 5pm 

Lecture Slides 

Lecture slides will be placed on the LMS page for this subject prior to each lecture.  

 

 

 

 

 

https://fbe.unimelb.edu.au/our-people/staff/accounting/margaret-abernethy
https://fbe.unimelb.edu.au/our-people/staff/accounting/margaret-abernethy
https://fbe.unimelb.edu.au/our-people/staff/accounting/margaret-abernethy
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Assessment 

Assessment Overview 

You will be required to complete the following assessment pieces throughout the semester. 
To pass this subject, you need to achieve a total mark of 50%. 

Your assessment for this subject comprises the following: 

Assessment Task Individual or 
Group 

Due Weighting 

Assignment 1 – 
Group report (3,000 
words) 

Group 2 September 2018, 5pm 20% 

Assignment 2 – 
Group presentation 
(15-20 minutes) 

Group In class (weeks 8 and 9) 20% 

Take-home exam 
(3,500-word essay) 

Individual 7 November 2018, 5pm 50% 

Participation in class Individual Graded throughout the semester 10% 

Assessment Details 

Assignment 1: Group report 

Students are required to form a group of three (or four) and write an original report. The length 
of the report should be 3,000 words (+/- 10%). See the assessment schedule for the due date 
and time. Information about the content of the report will be made available after the first class. 

This is a group assignment. Every member of the group must participate in report writing. A 
peer-review process will be conducted. 

In general, all members of the group will be awarded the same marks. However, in some 
unusual cases, students who contribute little may be awarded a lower grade relative to other 
group members. 

Assignment 2: Group presentation 

Your group from assignment 1 will present your report in a 15-minute presentation (during 
weeks 8 and 9). Following the presentation, there will be a 5-minute question session. 

Take-home exam (individual research essay) 

Students will select from a list of topics provided on the final day of class. You will write a 3,500-
word essay on your selected topic. Details about the assignment will be on the LMS. 
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Using the LMS (Turnitin) online submission 

The LMS allows you to submit your assignment to your lecturer online from home or from any of 
the student labs on campus. 

During the course of the semester, you’ll be asked to submit your assignments in electronic 
format into the LMS (turnitin). To submit, please login to LMS and follow the navigation menu 
from the LMS page for this subject. 

Group assignment 1 (written report) and your take-home exam must be submitted through 
Turnitin. Submission links will be posted in ‘Assignment Submission’ in the LMS for this subject. 

Please note that you are required to keep a copy of your assignment after it has been 
submitted, as you must be able to produce a copy of your assignment at the request of your 
lecturer at any time after the submission due date. 

Plagiarism and Collusion 

Presenting material from other sources without full acknowledgement (referred to as plagiarism) 
is heavily penalised. Penalties for plagiarism can include a mark of zero for the piece of 
assessment or a fail grade for the subject. 

Plagiarism is the presentation by a student of an assignment identified as his or her own work 
even though it has been copied in whole or in part from another student’s work, or from any 
other source (e.g., published books, web-based materials or periodicals), without due 
acknowledgement in the text. 

Collusion is the presentation by a student of an assignment as his or her own work when it is, in 
fact, the result (in whole or in part) of unauthorised collaboration with another person or 
persons. Both the student presenting the assignment and the student(s) willingly supplying 
unauthorised material are considered participants in the act of academic misconduct. 

Assignment Extension 

Students who have been significantly affected by illness or other serious circumstances during 
the semester may be eligible to apply for Assignment Extension. 

Assignment Extension can be applied for via LMS. For details, please read “Assignment 
Extension Guidelines”. 

Penalties for Late Submission 

Late submission of an assignment is permitted only when an extension has been granted. 
Requests for an extension can be made via the LMS – a link to the online application form can 
be found in the Assignment Tool tab for each subject. If a subject is not using the Assignment 
Tool for submission, you can submit a request via the online extension request form. All 
requests for an extension must be made prior to the assessment due date. 

Unless an extension has been granted, penalties to the assessment will be applied as follows. 
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Late assignments, when approval for late submission has not been given, will be 
penalised at the rate of 10% of the total mark per day, for up to 10 days, after 
which time a mark of zero will be given (a weekend is considered two days). 

Assignments that exceed the word limit by 10% will attract a marking penalty of 10% of 
the marks that would otherwise have been awarded. Assignments that exceed the word 
limit by 25% or more will attract a higher penalty, including a cap on the maximum 
graded awarded. 

Referencing 

All sources used for a written piece of assessment must be referenced. This is to acknowledge 
that your material is not based entirely on your own ideas, but is based, in part, on the ideas, 
information, and evidence of others. This is desirable as you are attending University in order to 
learn from others. 

You will be required to use either APA system or Harvard system of referencing. Visit Academic 
Skills via LMS to help you when preparing your assignments. 

It is important that all material you present for assessment is referenced correctly. Material that 
has not been referenced correctly may be considered to be plagiarised, and as such may be 
penalised. We will also look for evidence that material including the bibliography has been used 
in the assignment. Including references that have not been used may also result in your 
assignment being penalised. 
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Subject Resources 

The following sources are provided to assist your learning: 

The SAGE handbook of corporate governance [electronic resource] / edited by Thomas 
Clarke and Douglas Branson (2012) 
http://cat.lib.unimelb.edu.au/record=b4821915~S30 
 
The Oxford Handbook of Corporate Governance / Edited by Mike Wright, Donald S. 
Siegel, Kevin Keasley, and Igor Filatotchev (2013) 
http://cat.lib.unimelb.edu.au/record=b5111197~S30 
 
Principles of contemporary corporate governance / Jean Jacques Du Plessis, Anil 
Hargovan, Mirko Bagaric, Jason Harris (2015, 3rd ed) 
http://cat.lib.unimelb.edu.au/record=b5776747~S30 
 
Comparative Corporate Governance [electronic resource] : A Functional and 
International Analysis / Edited by Andreas M. Fleckner, Klaus J. Hopt (2013) 
http://cat.lib.unimelb.edu.au/record=b5110579~S30 
 
Comparative Corporate Governance of Non-Profit Organizations [electronic resource] / 
Edited by Klaus J. Hopt, Thomas Von Hippel (2010) 
http://cat.lib.unimelb.edu.au/record=b4855215~S30 
 
Research handbook on shareholder power [electronic resource] / edited by Jennifer G. 
Hill and Randall S. Thomas (2015) 
http://cat.lib.unimelb.edu.au/record=b5909664~S30 
 
Corporate governance / edited by Kevin Keasey, and Steve Thompson, and Mike 
Wright (1999) 
http://cat.lib.unimelb.edu.au/record=b2565063~S30 

Academic Journals 

The subject material draws on theory and empirical evidence found in prior academic 
literature. You will be required to cite journal articles in your group and individual 
assignments. Here is a brief list of journals to get you started. 

Academy of Management Journal 
Academy of Management Review 
California Management Review 
Corporate Governance: An International Review 
Journal of Accounting Research 
Journal of Corporate Finance 
Journal of Finance 
Journal of Financial Economics 

http://cat.lib.unimelb.edu.au/record=b4821915~S30
http://cat.lib.unimelb.edu.au/record=b5111197~S30
http://cat.lib.unimelb.edu.au/record=b5776747~S30
http://cat.lib.unimelb.edu.au/record=b5110579~S30
http://cat.lib.unimelb.edu.au/record=b4855215~S30
http://cat.lib.unimelb.edu.au/record=b5909664~S30
http://cat.lib.unimelb.edu.au/record=b2565063~S30
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Journal of Law and Economics 
Journal of Management 
Journal of International Business Studies 
Journal of Management Studies 
Organization Studies 
Strategic Management Journal 
The Accounting Review 
 
Lists of other relevant journals can be found at the following links: 
 
https://www.scimagojr.com/journalrank.php?category=1408 
https://library.mcmaster.ca/find/ft-research-rank-journals 
https://www.scimagojr.com/journalrank.php?category=1407 

Student Services 

Services available to students include: 

• Academic Skills 

http://services.unimelb.edu.au/academicskills 

Academic Skills helps all undergraduate and graduate students develop their 
academic literacy, including: 

• academic integrity module 

• researching and writing essays, reports and theses 

• preparing for exams and oral presentations 

• employing effective study strategies. 

They also offer support services for students who need help with English language 
skills.  Academic Skills teaches seminars and workshops, offers online programs 
and other resources and sees students for individual tutorials. 

• Chaplaincy 

• Counselling and Psychological Services 

• Student Equity and Disability Support 

• Health Service 

https://www.scimagojr.com/journalrank.php?category=1408
https://library.mcmaster.ca/find/ft-research-rank-journals
https://www.scimagojr.com/journalrank.php?category=1407
http://services.unimelb.edu.au/academicskills
http://cms.unimelb.edu.au/studentservices/asu/calendar/month_view
http://app.lms.unimelb.edu.au/webapps/blackboard/content/listContent.jsp?course_id=_55992_1&content_id=_616749_1&mode=reset
http://cms.unimelb.edu.au/studentservices/asu/flyers
http://cms.unimelb.edu.au/__data/assets/pdf_file/0004/489595/itute_leaflet_2011_revised.pdf
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Seminar Outlines and Required Readings 

 

Seminar 1 

We begin this subject with a discussion of corporate governance theories. These 

theories provide the foundation for much of the research in corporate governance during 

the past 40 years. They also provide the foundation for our seminars in this subject. In 

short, the required readings are essential to your learning in this subject. 

Moreover, I highly recommend reading the required articles more than once so that you 

have a deeper understanding of the topic, and so that you can contribute to the in-class 

discussion in a meaningful way. 

As you read these articles, consider how you “view the world” and think about which of 

the theories aligns with your beliefs about the purpose of a corporation. 

Required reading 

The following articles can be found on the LMS. 

Fama, E.F., & Jensen, M.C., 1983. Separation of ownership and control. Journal of Law 

and Economics, 26(2), pp. 301-325. 

Davis, J.H., Schoorman, F.D., & Donaldson, L., 1997. Toward a stewardship theory of 

management. The Academy of Management Review, 22(1), pp. 20-47. 

The following articles can be found on Google Scholar. 

Freeman, R.E., 2001. A stakeholder theory of the modern corporation. Perspectives in 

Business Ethics Sie, 3, 144. 

Available at: http://academic.udayton.edu/lawrenceulrich/Stakeholder%20Theory.pdf 

Optional reading 

Hart, O., 1995. Corporate governance: Some theory and implications. The Economic 

Journal, 105(430), pp. 678-689. 

Jensen, M.C., & Meckling, W.H., 1976. Theory of the firm: Managerial behavior, agency 

costs and ownership structure. Journal of Financial Economics, 3(4), pp. 305-360. 

Eisenhardt, K.M., 1989. Agency theory: An assessment and review. Academy of 

Management Review, 14(1), pp. 57-74. 

 

 

http://academic.udayton.edu/lawrenceulrich/Stakeholder%20Theory.pdf
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Seminar 2 

The board of directors plays a significant role in the governance of the firm. 

Understanding exactly what that “role” is and how the board interacts with management 

is important to know for many reasons. We begin with answering some standard 

questions: Who hires directors? What skills are important for a prospective director to 

have? What are the duties of a director? What are “independent” directors? 

In recent years, corporate governance researchers have examined whether other 
linkages between the board and the CEO matter to the governance of firms. For 
example, how do CEO-director social ties impact the decision making of directors? 
Social ties can be established in many ways. Directors and CEOs might be members of 
the same charitable organization; they might be alumni of the same MBA program. 
Whether these ties matter is of interest to researchers and governance experts. If social 
connections matter, such that the fiduciary role of a director is compromised by these 
ties, then regulators might want to mandate the disclosure of social ties to shareholders. 
Therefore, this seminar is also motivated by the importance of understanding whether 
social ties impact corporate governance practices. 
 

We next look the structure and committees of the board. We also examine the 

academic evidence on diverse boards, interlocked boards, and board size. Finally, we 

examine the compensation of directors and the process for removing a director from the 

board. 

 

We will also discuss two recent corporate scandals: (1) the case of AMP, an Australian 

financial company; and (2) the case of Theranos, a U.S. medical company. Please read 

the relatively short media articles below so that you have a background of both 

scandals. 

Required reading 

For the 2 academic articles below, only read the ‘Introduction’ and ‘Conclusions’ 

section. What are the main findings of these studies? What conclusions are drawn? 

Westphal, J.D., 1999. Collaboration in the boardroom: Behavioral and performance 
consequences of CEO-board social ties. The Academy of Management Journal, 42(1), 
pp. 7-24. 

Hwang, B.H., & Kim, S., 2009. It pays to have friends. Journal of Financial Economics, 
93, pp. 138-158. 

Read the following short articles in entirety. 
 

AMP’s chief executive to stand down immediately amid banking commission scandal 
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Available at: https://www.theguardian.com/australia-news/2018/apr/20/amp-chief-

executivebanking-royal-commission-scandal 

 

AMP Crisis Deepens as Chairman Quits Following CEO Departure 

Available at: https://www.bloomberg.com/news/articles/2018-04-29/amp-chairman-

catherine-brenner-quits-as-scandal-fallout-widens 

 

Three AMP directors step down amid investor outcry 

Available at: https://www.smh.com.au/business/banking-and-finance/amp-directors-

step-down-ahead-of-meeting-20180508-p4zdyv.html 

 

Bad blood: Theranos CEO charged with massive fraud 

Available at: 

https://www.theregister.co.uk/2018/03/14/bad_blood_theranos_ceo_and_president_cha

rged_with_massive_fraud/ 

 

Theranos’ board: Plenty of political connections, little relevant expertise 

Available at: http://fortune.com/2015/10/15/theranos-board-leadership/ 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.theguardian.com/australia-news/2018/apr/20/amp-chief-executivebanking-royal-commission-scandal
https://www.theguardian.com/australia-news/2018/apr/20/amp-chief-executivebanking-royal-commission-scandal
https://www.bloomberg.com/news/articles/2018-04-29/amp-chairman-catherine-brenner-quits-as-scandal-fallout-widens
https://www.bloomberg.com/news/articles/2018-04-29/amp-chairman-catherine-brenner-quits-as-scandal-fallout-widens
https://www.smh.com.au/business/banking-and-finance/amp-directors-step-down-ahead-of-meeting-20180508-p4zdyv.html
https://www.smh.com.au/business/banking-and-finance/amp-directors-step-down-ahead-of-meeting-20180508-p4zdyv.html
https://www.theregister.co.uk/2018/03/14/bad_blood_theranos_ceo_and_president_charged_with_massive_fraud/
https://www.theregister.co.uk/2018/03/14/bad_blood_theranos_ceo_and_president_charged_with_massive_fraud/
http://fortune.com/2015/10/15/theranos-board-leadership/
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Seminar 3 

Prof. Ian Gow will be a guest lecturer for week 3. He will teach two case studies on 

international corporate governance. The cases will be available on the LMS. You are 

required to read both cases in advance. This seminar will very interactive; therefore, 

please be prepared to participate. 

Professor Gow’s biography: 

Professor Gow joined the University of Melbourne as director of the Melbourne Centre 

for Corporate Governance and Regulation in July 2017. Professor Gow has served on 

the faculties of Harvard Business School, where he taught in the MBA, doctoral, and 

executive education programs, and Kellogg School of Management. Professor Gow's 

research examines a wide range of topics in corporate governance, including 

governance ratings, executive compensation, and the impact of activist investors. He 

received a PhD in Business from Stanford University, an MBA with distinction from 

Harvard Business School, and Bachelor of Commerce and Bachelor of Laws degrees 

from UNSW. Prior to entering academia, Professor Gow worked at Morgan Stanley, 

General Motors, Stern Stewart, and Andersen Consulting.    

Required reading 

Case study #1 
Succession planning at Samsung: The merger formula of Cheil Industries and Samung 
C&T 
 
Case study #2 
Misaki Capital and Sangetsu Corporation 
 

For those students who are not familiar with the case study method of learning, here are 

some helpful links: 

https://www.study.net/sample/pdf/Learning_by_the_Case_Method.pdf 

https://www.hbs.edu/mba/blog/post/8-tips-to-help-you-prepare-for-the-case-method 

 

 

 

 

 

 

https://www.study.net/sample/pdf/Learning_by_the_Case_Method.pdf
https://www.hbs.edu/mba/blog/post/8-tips-to-help-you-prepare-for-the-case-method
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Seminar 4 

The topic of CEO compensation is of interest to many observers. Highly paid CEOs are 

frequently criticized in the media over the amount of compensation they receive.  

In this seminar, we examine how the board of directors determines CEO compensation 

and the role of compensation in aligning the interests of the CEO with the interests of 

shareholders. Specifically, we investigate the use of short-term and long-term incentives 

in CEO contracts. We aim to answer several questions. Why do CEOs receive equity 

incentives? Why do they receive cash bonuses? What are the potential consequences 

of poorly designed compensation contracts? What influence, if any, does the CEO have 

over their compensation? Do shareholders have a “say” in compensation design? We 

frame this conversation around the theories we have learned from seminar 1. We also 

draw on empirical evidence on international pay practices.  

Next, we dig deeper and examine the performance measurement systems in 

corporations. How do firms measure the performance of the CEO? How do choices in 

performance measures influence CEO behavior? Why do firms use financial and non-

financial performance measures? 

Part of the lecture will be spent on examining the reported compensation of top 

executives in a public company. We will investigate the level of pay, weightings between 

equity and non-equity (short- and long-term), and performance measures. This exercise 

is designed to give you a practical understanding of how compensation is reported to 

investors. 

Finally, we will work in a group exercise to design a compensation contract. 

Required reading 

Focus your reading on the introduction, results and conclusions sections of the following 

academic papers. What are the main findings of these studies? What conclusions are 

drawn? 

Core, J.E., Holthausen, R.W., Larcker D.F., 1999. Corporate governance, chief 

executive officer compensation, and firm performance. Journal of Financial Economics, 

51, pp. 371-406. 

Ittner, C.D., Larcker, D.F., & Rajan, M.V., 1997. The choice of performance measures in 
annual bonus contracts. The Accounting Review, 72(2), pp. 231-255. 

Conyon, M.J., & He, L., 2011. Executive compensation and corporate governance in 
China. Journal of Corporate Finance, 17, pp. 1158-1175. 

Optional reading 

CEOs in India get 229 times average worker’s pay 
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Available at: https://timesofindia.indiatimes.com/business/india-business/ceos-in-india-
get-229-times-average-workers-pay/articleshow/62291786.cms 
 
Gow, I.D., & Kavourakis, J.P., 2018. Cult of excess? A global perspective on CEO 
compensation. Insights Series. Melbourne Centre for Corporate Governance and 
Regulation. 

Available at: 
https://fbe.unimelb.edu.au/__data/assets/pdf_file/0004/2744698/insights_ceo_pay.pdf 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://timesofindia.indiatimes.com/business/india-business/ceos-in-india-get-229-times-average-workers-pay/articleshow/62291786.cms
https://timesofindia.indiatimes.com/business/india-business/ceos-in-india-get-229-times-average-workers-pay/articleshow/62291786.cms
https://fbe.unimelb.edu.au/__data/assets/pdf_file/0004/2744698/insights_ceo_pay.pdf


17 

 

Seminar 5 

Institutional investors, such as mutual funds and hedge funds, play an important role in 
monitoring the managers of a corporation. Because they own a large percentage of the 
company’s stock, institutional investors’ concerns and recommendations are often given 
attention to by management and the board of the firm. For example, these large 
investors can influence the selection of a new board member, which in turn can 
influence the hiring and firing of CEOs. Some of these institutions have representatives 
who are directors on the boards of firms, giving them more direct influence over the 
strategy of the company and the selection of management. 

Activist investors are also large investors but differ from other types of institutional 
investors because they use “activism” to cause change in the company. Such investors 
may try to overtake the board by nominating new directors, who represent their 
interests. Activist investors invest substantial resources looking for companies with 
weak governance structures that can be “fixed” to unlock value in the firm.  

In this seminar, we study the governance role of institutional and activist investors.  
We’ll draw on theory and empirical evidence to support the discussion, but we’ll also 
motivate the seminar with recent examples from the news. 

Required reading 

Hartzell, J.C., & Starks, L.T., 2003. Institutional investors and executive compensation. 
The Journal of Finance, 58(6), pp. 2351-2374. 

Aggarwal, R., Erel, I., Ferreira, M., & Matos, P., 2011. Does governance travel around 
the world? Evidence from institutional investors. Journal Financial Economics, 100, pp. 
154-181. 

Loeb presses Nestle to fix strategy, sell L’Oreal stake 
Available at: https://www.bloomberg.com/news/articles/2018-07-01/loeb-presses-nestle-
to-fix-muddled-strategy-with-l-oreal-sale 

Read the news release sent to Nestle (available on the LMS). 

Optional reading 

Sarkar, J., & Sarkar, S., 2000. Large shareholder activism in corporate governance in 
developing countries: Evidence from India. International Review of Finance, 1(3), pp. 
161-194. 

Brav, A., Jiang, W., Partnoy, F., Thomas, R., 2008. Hedge fund activism, corporate 
governance, and firm performance. The Journal of Finance, 63(4), 1729-1775. 

 

https://www.bloomberg.com/news/articles/2018-07-01/loeb-presses-nestle-to-fix-muddled-strategy-with-l-oreal-sale
https://www.bloomberg.com/news/articles/2018-07-01/loeb-presses-nestle-to-fix-muddled-strategy-with-l-oreal-sale
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Seminar 6 

CEO turnover is a common event at public companies. CEOs leave their companies 
(both voluntarily and involuntarily) for many reasons. We examine the CEO labour 
market and discuss several questions. Where do firms find their next CEO? What does 
the hiring process look like? Is the labour market for CEOs similar across the world? Do 
firms prepare for CEO turnover (i.e., succession planning)? Are there reputational 
consequences (good or bad) in the CEO labour market? 

 

Required reading 

When reading the following research articles, focus on the main findings from the paper 
(ignoring the statistical analysis).  

Eckbo, B.E., Thorburn, K.S., & Wang, W., 2016. How costly is corporate bankruptcy for 
the CEO? Journal of Financial Economics, 121, pp. 210-229. 

Goyal, V.K., & Park, C.W., 2002. Board leadership structure and CEO turnover. Journal 
of Corporate Finance, 8, pp. 49-66. 

Read the following articles in entirety. 

How private equity firms hire CEOs 
Available at: https://hbr.org/2016/06/how-private-equity-firms-hire-ceos 

Donatiello, N.E., Larcker, D.F., Tayan, B., 2018. CEO talent: A dime a dozen, or worth 
its weight in gold? European Financial Management, 24(3), pp. 301-308. 

Optional reading 

Gow, I.D., & Stewart, C., 2018. CEO talent: Where do Australia’s CEOs come from? 
Insights Series. Melbourne Centre for Corporate Governance and Regulation. 

Available at: 
https://fbe.unimelb.edu.au/__data/assets/pdf_file/0006/2743926/insights_ceo_talent.pdf 

 

 

 

 

 

 

https://hbr.org/2016/06/how-private-equity-firms-hire-ceos
https://fbe.unimelb.edu.au/__data/assets/pdf_file/0006/2743926/insights_ceo_talent.pdf
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Seminar 7 

We motivate this seminar with a recent accounting scandal in the U.S. involving 
Colonial Bank. The auditor for the bank, PwC, is being sued (for $5.5 billion) for failing 
to spot the fraud. A link to the case is provided in the required readings section below. 

We begin the seminar with an important question: Do external auditors have a role in 
corporate governance? 

Many experts argue that external auditors do not have a direct corporate governance 
responsibility; rather, auditors provide a check on the information aspects of the 
governance system. If this is the case, should auditors be held legally responsible for 
failing to protect shareholder interests? 

In the second half of the seminar, we’ll have a guest lecturer, Dr. Gladys Lee. Her 
complete biography can be viewed here: 

https://www.findanexpert.unimelb.edu.au/display/person711867 

Required reading 

Fan, J.P.H., & Wong, T.J., 2005. Do external auditors perform a corporate governance 
role in emerging markets? Journal of Accounting Research, 43(1), pp.35-72. 

PwC sued for missing $2.9 billion scam: Do auditors have a public responsibility to 
prevent fraud? 
Available at: https://www.forbes.com/sites/jwebb/2016/08/25/pwc-sued-for-missing-2-9-
billion-scam-do-auditors-have-a-public-responsibility-to-prevent-fraud/#4db1ef7072e8 

 

<Required readings for Dr. Lee’s discussion will be provided in the week prior to the 
seminar.> 

 

 

 

 

 

 

 

https://www.findanexpert.unimelb.edu.au/display/person711867
https://www.forbes.com/sites/jwebb/2016/08/25/pwc-sued-for-missing-2-9-billion-scam-do-auditors-have-a-public-responsibility-to-prevent-fraud/#4db1ef7072e8
https://www.forbes.com/sites/jwebb/2016/08/25/pwc-sued-for-missing-2-9-billion-scam-do-auditors-have-a-public-responsibility-to-prevent-fraud/#4db1ef7072e8
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Seminar 8 & 9 

Group presentations. No required readings during these two weeks. 
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Seminar 10 

New laws and regulations have increased the number of items shareholders must vote 
on annually. For instance, shareholders in many countries vote annually on CEO 
compensation (i.e., “say on pay” votes) and director elections. For institutional investors, 
analysing thousands of voting proposals is expensive and infeasible. As a solution, fund 
managers have turned to third-party rating agencies to provide analysis on and 
recommendations for their votes.  

Governance rating and proxy advisory firms provide advice to their institutional clients 
on thousands of agenda items put to a vote by firms. The growth in this corporate 
governance-related industry has led to substantial interest from academic researchers. 
Regulators and lawmakers are also interested in understanding this industry better.  

In the first half of the seminar, we will discuss the governance rating industry and 
examine the empirical evidence from the recent research. We try to answer several 
questions in the seminar. Who are the major players in corporate governance advisory 
services? What services do they provide to clients? How do they formulate their 
recommendations? Is their advice any good? Does their advice influence shareholder 
voting? What are the concerns about their influence? 

In the second half of the seminar, we will have a guest lecturer, James Kavourakis, who 
will discuss the role of investor relations. James is a third-year PhD student and a 
Research Officer in the Melbourne Centre for Corporate Governance and Regulation.  

Required reading 

For the Fagan (2018) article, you are only required to read from 621 to 636. 

Fagan, M., 2018. Third-party institutional proxy advisors: Conflicts of interest and roads 
to reform. University of Michigan Journal of Law Reform, 51(3), pp. 621-641. 

For the Daines et al. (2010) article, focus on the main findings of the paper. 

Daines, R.M., Gow, I.D., & Larcker, D.F., 2010. Rating the ratings: How good are 
commercial governance ratings? Journal of Financial Economics, 98, pp. 439-461. 

Bushee, B.J., & Miller, G.S., 2012. Investor relations, firm visibility, and investor 
following. The Accounting Review, 87(3), pp. 867-897. 

Optional reading 

Ertimur, Y., Ferri, F., & Oesch, D., 2013. Shareholder votes and proxy advisors: 
Evidence from say on pay. Journal of Accounting Research, 51(5), pp. 951-996. 

Subramanian, S., 2016. Proxy advisory industry in India. Corporate Ownership & 
Control, 13(2), pp. 371-378. 
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Sauerwald, S., van Oosterhout, J.H., Van Essen, M., & Peng, M.W., 2016. Proxy 
advisors and shareholder dissent: A cross-country comparative study. Journal of 
Management. 
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Seminar 11 

Some of the biggest corporate scandals in recent history (e.g., the collapse of Enron) 
were orchestrated by more than one person (in some cases, many people) within the 
corporation. It’s difficult to understand why well-educated, successful business people 
might participate in such (often) illegal activities. Was it the “culture” of the corporation 
that drove these executives to do it? If so, what can we learn by examining how culture 
develops in corporations? 

In this seminar, we bring in a special guest lecturer, Professor Margaret Abernethy, to 
explore the idea of corporate culture in relation to corporate governance. We motivate 
this discussion with an important question: How do these scandals develop in 
companies? Might the culture of the company be to blame?  

Finally, we discuss whether and, if so, how we can fix these problems. 

Professor Abernethy is the former Dean of the Faculty of Business and Economics. She 
currently holds the Sir Douglas Copeland Chair of Commerce, Chair of Managerial 
Accounting; and is Director of the Melbourne Centre for Corporate Governance and 
Regulation. Her complete biography can be found here: 

https://www.findanexpert.unimelb.edu.au/display/person14551 

Required reading 

In the first half of the seminar, students will make short presentations (e.g., 5 minutes). 
Details of these presentations will be provided later in the semester. 

In the second half of the seminar, Prof. Abernethy will lead an interactive discussion on 
the topic of corporate culture.  

Read only the ‘Introduction’ of this article: 

Guiso, L., Sapienza, P., & Zingales, L., 2015. The value of corporate culture. Journal of 
Financial Economics, 117, pp. 60-76. 

Read this article in entirety: 

Free, C., Stein, M., & Macintosh, N., 2007. Management controls: The organizational 
fraud triangle of leadership, culture and control in Enron. Ivey Business Journal. 

Optional reading 

Graham, J.R., Harvey, C.R., Popadak, J., & Rajgopal, S., 2016. Corporate culture: The 
interview evidence. Working paper.  

 

https://www.findanexpert.unimelb.edu.au/display/person14551
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Seminar 12 

In the final seminar, we’ll study why the timely and detailed disclosure of material 
information is considered (by many experts) to be an important element of ‘good’ 
corporate governance practices.  

We examine the different types of disclosures that corporations can provide to 
shareholders (e.g., sustainability reports; executive compensation information). We also 
discuss the difference between mandatory and voluntary disclosures. 

Finally, you’ll have the opportunity to make an investment decision. In a group, you’ll 
compare the disclosures of several companies and allocate investment funds to each 
company. We’ll discuss why you chose a specific company to allocate your investment 
dollars. 

Required reading 

Focus on the main findings. What are the conclusions of the paper? 

Dhaliwal, D.S., Li, O.Z., Tsang, A., & Yang, Y.G., 2011. Voluntary nonfinancial 
disclosure and the cost of equity capital: The initiation of corporate social responsibility 
reporting. The Accounting Review, 86(1), pp. 59-100. 

  

 


