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Prof. Kallunki’s lectures:

1. Below are six statements. Answer whether they are true or false [correct answer = 2p., wrong answer
=-2p., no answer = 0p. Min: Op., max: 12p.]

a) Schleifer and Vishny (1997) give a well-known definition for accounting conservatism.
b) Shareholders can influence managers indirectly through the board of directors.

c) More rigorous theoretical analyses do not help in addressing the endogeneity problem.
d) Yermarck (1996) reports that the firm value decreases with the increasing board size.

e) In their article “Tax Noncompliance and Insider Trading”, Kallunki, Mikkonen, Nilsson and
Setterberg (2015) show that insiders sell their stocks to avoid taxes.

f) Roll’s (1986) “Hubris Hypothesis” means that managers in acquiring firms pay too much for their
targets.

2. Endogeneity is often a problem in corporate governance research. What is this problem and how
can we try to solve it? [6p]

Prof. Nilsson’s lectures:

3. During one of the lectures we were covering potential problems with option based incentive
programs. Name and shortly and discuss five of these potential problems. [6p]



