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LGST 611 (Van Oosterhout) — 2016 Spring Q3
RESPONSIBILITY IN GLOBAL MANAGEMENT
Instructor:

J. (Hans) van Oosterhout (PhD) is Professor of Corporate Governance and Responsibility at the
Rotterdam School of Management, Erasmus University, in Rotterdam, The Netherlands. He holds
a MA in Political Science from Leiden University, and a PhD in Management from Erasmus
University. His research is in comparative corporate governance, involving both comparisons
between different national governance systems and comparisons between different forms of
ownership and enterprise organization. His research focuses on the firm and country level rules of
the game that shape the corporate governance role of owners and executives in public firms (with
a current focus on the corporate governance role of shareholder voting across different national
contexts), the specific governance challenges that arise from different ownership assignments in
firms (with a current focus on the specific governance challenges of professional partnerships,
family firms, and philanthropies), and the country, firm, and intra-firm factors that shape the ways
in which firms deal with their primary and secondary stakeholders. See:

http://www.rsm.nl/people/hans-van-oosterhout/

Hans is a visiting professor at the Legal Studies and Ethics Department for the spring 2016
semester.

Course aims:

This course aims to familiarize MBA students with how economic, ethical, legal, and political
issues are often intertwined in global business, and to equip them with the conceptual tools and
practical skills to navigate these issues responsibly as (future) managers. Because managers
routinely act on behalf of the firms that employ them, and may even be responsible for shaping or
reforming these firms, this course will shift between organizational and managerial perspectives
on the issues at hand. The issues discussed in this course involve a variety of different concerns
that are likely to be encountered by managers in global business. Although we will start with
discussing some foundational insights and with exploring different ways of thinking about these
issues, the ultimate aim of this course is to enable you to make better decisions and act
responsibly in everyday practice. The teaching approach for this course will involve class-
discussion on cases, readings, and current affairs articles, team presentations, and assignments.

Grading:

The grading for this course will comprise three components: 1) contribution to class (20%), 2)
midterm team-assignment (40%) and 3) an individual case assignment (40%). Application of the
curve to the weighed scoring on these components will determine the final grade awarded.
1. Contribution to Class: (20%) Class attendance, class participation, small assignments, peer
ratings, and instructor evaluation will comprise 20% of the grade. The peer-rating component
will work as follows. Each student will rate (on a secure website with confidentiality assured)
each other student on a 1(bottom) to 10 (top) scale based on that peer’s overall, demonstrated
contribution to the class’s learning and development. Comments on each student’s specific
contributions will be solicited and weighed in the “Contribution to Class” grade awarded by
the instructor.
2. Team assignment (40%). Teams of 4-5 students will present their findings on an
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organization of their choice in a private presentation to the instructor in the week of classes 7
and 8. Presentations will take place in 30-minute time slots, with a 12-minute presentation, 10
minutes Q&A about the presentation, and 8 minutes feedback and evaluation from the
instructor. Grades will be communicated after all presentations have been completed and
compared on the grading criteria.

3. Final individual case assignment: (40%) An individual take-home case assignment will be
handed out to students. Students should write a short report (1200 to 1800 words maximum)
on a specific case, according to pre-established requirements that will be explained later. The
assignment is due on Canvas on: Monday, February 29™, 2016, before noon.

Classes and required readings

Class 1. Different ways to think about issues in business and management.

After introductions, we will discuss the Novartis case to explore different ways to think about the
challenging issues that we are most likely to encounter in global business.

Readings:

e Thomas Donaldson and Patricia Werhane, “Introduction to Ethical Reasoning,” in
Thomas Donaldson and Patricia Werhane, eds., Ethical Issues in Business: A
Philosophical Approach, 8th edition (Upper Saddle River: Prentice Hall, 2008).

e Case: Novartis loses patent battle in India; Time to realign the business model to
emerging markets? (SMU 13-0015).

Class 2: Capitalism’s cornerstone foundations.

Applying the different ways of thinking explored in the introductory session, we will discuss the
cornerstones of modern capitalism and zoom in on private ownership specifically. We will find
that private ownership is a powerful, but not a simple idea.

Readings:

e Milgrom, P.R., J. Roberts. 1992. Economics, organization and management. Prentice-
Hall, Englewood Cliffs, N.J. ; London, chapter 9: Ownership and Property Rights (pages
288-319).

e Heller, M. A., & Eisenberg, R. S. 1998. Can patents deter innovation? The anticommons
in biomedical research. Science, 280(5364): 698-701.

Class 3: The versatility of capitalism in practice.
We will explore the actual versatility of ownership in organizational forms, and investigate why,
in practice, the ownership of firms is sensitive to social, ethical, political, and even emotional
considerations, next to financial returns.
Readings:

e Case: The Goldman Sachs IPO (HBS case 9-800-016)

e Henry Hansmann, 2012 “Ownership and Organizational Form” in Gibbons and John

Roberts, eds, The Handbook of Organizational Economics, Palgrave Mcmillan, 2012.

Class 4: Owners and stakeholders.
Building on the previous session, we will explore which interests other than a firm’s owners—i.e.
so-called (stakeholders)—executives will need to take into account in making or executing firm
decisions, or in advising other firms.
Readings:

e Case: SEC v. Goldman Sachs (Darden Case: UVA-GEM-0101).

e Tracy Alloway, Goldman’s Trojan currency swap, Financial Times, February 9, 2010.
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Class 5: Valuing and securing employee interests.
This session will focus on employees as an important primary stakeholder group of the firm, and
the different ways to attend to or protect their interests.

Readings:
e Case: Nike: Sustainability and Labor Practices 1998-2013, Stanford Business Case 1B-
106, 2013.

¢ Rajan, Raghuram & Zingales, Luigi (2000) The Governance of New Enterprise, in: Vives, X.
2000. Corporate governance: theoretical and empirical perspectives. Cambridge, UK New
York: Cambridge University Press. (Click on title to download).

Class 6: Creating value for whom?
A critical question is whether firms should create value first and foremost for their customers or
for their owners. We will discuss a case in which client or consumer interests are critically at
stake.
Readings:
e Case Study: “Dicing with Death? A case study of Guidant Corporation’s implantable
defibrillator business,” by Martin E. Sandbu and Jeisun Wen, 2008.
o Porter, M. & Kramer (2011) Creating shared value, Harvard Business Review, Vol. 89
Issue 1/2, pp62-77.

Class 7: The corporate objective of publicly listed firms.
In this session we will have an in-class debate on the question what the purpose or corporate
objective of publicly listed firms ought to be. Students are also asked to make a small assignment
(counting towards participation) and bring it to class.
Readings:
e Jensen, M. C. 2002. Value maximization, stakeholder theory, and the corporate objective
function. Business Ethics Quarterly, 12(2): 235-256.
e Lynn Stout, “The Problem of Corporate Purpose,” Issues in Governance Studies (Washington,
D.C.: The Brookings Institution, 2012).
e Kaufman, A & E.Englander. (2005) “A Team Production Model of Corporate
Governance”. The Academy of Management Executive: 19 (3), pp9-22.

Class 8: Presentations on team assignment
No class. Instead, team presentations will take place outside regular classroom hours. Each team
will present separately at a time to be determined and communicated later.

Class 9: Implementing fairness in family firm succession.

Family firms are globally the most prevalent organizational form facing highly distinctive
governance challenges. In this session, we will discuss the practical question how to assure
fairness in the succession process of a family owned and controlled firm that has done this ‘right’
for 10 generations already.

Readings:
o Case: De Kuyper Royal Distillers: Three Centuries Of Succession; Ivey Publishing
#9B11MO067

e Lansberg, I (2007) The Tests of a Prince, Harvard Business Review, September 2007
e The Economist (2004), Passing on the Crown, The Economist, November 4, 2004
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Class 10. Corporations and politics.
We will discuss some of the political and legal strategies that firms pursue to advance their
interests, as well as the limits that confine their moral and political appropriateness.
Readings:
e Case: Uber: 21% Century Technology Confronts 20" Century Regulation, Stanford
Business, 2012, Case: P-81
e Murad Ahmed, Jeevan Vasagar and Tim Bradshaw, ‘Uber: Backseat driver’, Financial
Times, September 15, 2015.

Class 11. Doing business abroad.
We will discuss the cultural, moral, and political challenges that may arise when doing business
abroad, as well as ways to navigate these challenges.
Readings:
e Case 1: Google in China (A) (HBS 9-510-071)
e Case 2: Kitchen Best (Asia Case Research Center, 711-041)
e Thomas Donaldson, “Values in Tension: Ethics Away from Home,” Harvard Business
Review, September-October, 1996.

Session 12: The buck stops with you!
Regardless of the kind of position you will have and the type of firm that will employ you, you
will always have to make judgments on difficult issues for which you will ultimately are, or will
be held, personally responsible. In this final session, we will discuss such tough calls, as well as
the consequences they may have for your life and career. Students are asked to make a small
assignment (counting towards participation) and bring it to class.
Readings:
e Case: The Analyst’s Dilemma (HBS 394-056, 1993)
e Greg Smith, “Why I Am Leaving Goldman Sachs,” The New York Times (March 14,
2012)
e Lindsay Fortado, ‘Kweku Adoboli: A rogue trader’s tale’, Financial Times, October 22,
2015.

Ground rules

You are expected to attend class and to actively participate in discussion.

Class starts and ends on time.

Please display your name tent. If you forget yours, you can make an informal one.
Students who are unprepared should flip their name tents down.

You may use laptops and mobile devices in class for class-related work only.

You may eat in class, but please do so unobtrusively ;-).

Let’s try to make this course both work and fun for everyone!
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