G R - R
£ NTERPRESS

;' GCC
VIRTUS International Online Conference (June 6, 2024) VIRTUS/
“CORPORATE GOVERNANCE: RESEARCH AND ADVANCED PRACTICES”

CORPORATE GOVERNANCE AS
THE CORNERSTONE OF CORPORATE
SUSTAINABILITY AND THE ROLE OF
ADEQUATE ORGANIZATIONAL
STRUCTURES

Guia Coppola ™

* University of Salento, Lecce, Italy; Parthenope University of Naples, Naples, Italy

OPEN (7, ACCESS

How to cite: Coppola, G. (2024). Corporate Received: 30.04.2024
governance as the cornerstone of corporate Accepted: 17.05.2024
sustainability and the role of adequate organizational Keywords: Corporate

P. Ulrich (Eds.), Corporate governance: Research and Sustainability, Adequate
advanced practices (pp.65-67). Virtus Interpress. Organizational Structures,

https://doi.org/10.22495/cgrappl0 Corporate Sustainability
JEL Classification: K2
Copyright © 2024 The Author DOI: 10.22495/cgrappl0
Abstract

Corporate sustainability (Rahi et al., 2024; Nguyen & Kanbach, 2024) is
a hot topic (Bouvrain & Sarka, 2024) worldwide, and it is increasingly
clear how it is connected to and depends on efficient governance.
The purpose of this project is to investigate and emphasize the role of
governance through appropriate organizational structures in the path
toward corporate sustainability (Kumar et al., 2023).

Corporate governance is crucial in ensuring corporate sustainability
as it deals with establishing those mechanisms and processes through
which the company is managed and controlled. It is not surprising that
various corporate governance codes worldwide! have introduced
the principle of management oriented towards sustainable success. This
principle encapsulates the importance that sustainability has
acquired over time in the field of corporate governance, confirming
the shift from a business based on a Capitalistic and extractive system to
a more conscious and respectful business, not only concerning
the environment but also to the territory and the market in which

1 UK Corporate Governance Code (art.1), Italian Corporate Governance 2020, Deutscher Corporate
Governance Kodex 2022 (recommendation Al), The France Code (principle 1.1), the Dutch Corporate
Governance Code 2022 (principle 1.1), and the Spanish Code 2020 (principle 24).
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the company operates. Adopting a principle of sustainable management
means empowering directors to organize businesses in a way that makes
them sustainable through appropriate internal controls and the planning
of long-term strategic objectives.

The Italian Civil Code regulates in Article 2086, paragraph 2, as
amended by Article 375 of the Corporate Crisis Code, that
“The entrepreneur, operating in a corporate or collective form, has to
establish an organizational, administrative, and accounting structure
appropriate to the nature and size of the company, also given the timely
detection of the company’s crisis and the loss of going concern, as well as
to act without delay for the adoption and implementation of one of
the tools provided by the system for overcoming the crisis and recovery of
going concern” (Codice della crisi d'impresa: Modifiche al Codice Civile,
Art. 375., 2022). The codified provisions confirm the assumption that
a “sustainable enterprise” cannot exist without the presence of a strong
and efficient governance structure. It, therefore, needs adequate
organizational structures. This is not a mere legal obligation, whose
failure implies an administrative or criminal penalty, but it appears to be
an essential pre-condition in ensuring an effective and efficient
management of resources, and a correct evaluation of risks and
opportunities, as well as transparency and responsibility towards all
interested parties. Indeed, while providing the company with appropriate
organizational structures is crucial to avoid sanctions as well as for
the prevention of administrative liability by Legislative Decree 231/2001,
it also translates into a concrete chance to lay solid foundations for
corporate sustainability.

If, under Article 2555 of the Civil Code, “the company is
an economic activity organized for the production of goods and services”,
it is understood that organization is a genetic characteristic of
the company that, by law, must be adequate to the nature and size of
the company to enable its correct management. The presence of adequate
organizational systems ensures that business activities can be carried
out in a context of legality and, therefore, not in conflict with social
utility or in a way that harms health, the environment, safety, freedom,
human dignity.

Boards of directors, audit committees, and various oversight bodies
acting within a company have to be composed of competent, ethical, and
independent individuals capable of making decisions based on the long-
term interest of the company and society as a whole. Furthermore,
corporate governance must be integrated with the company’s strategy
and the principles of sustainability based on a holistic concept that takes
into account the three aspects of the environmental, social, and
governance (ESG) (Fimmano, 2023). This means incorporating
sustainability goals and indicators into decision-making processes and
performance monitoring to ensure that the company generates value not
only for stockholders but also for employees, customers, suppliers,
the community, and the environment in which it operates.
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In conclusion, corporate governance is the foundation on which
corporate sustainability is based, the starting point essential for a correct
and coherent path. The word “sustainability”, as authoritative authors
emphasize (Campobasso, 2024), is meaningless in itself like all relational
adjectives unless contextualized. Likewise, in the absence of sustainable
governance, and therefore endowed with adequate organizational
structures, the expression of corporate sustainability also appears
meaningless. Therefore, while the need to focus on reducing
environmental impacts and providing social guarantees remains, it is
necessary first and foremost to ensure responsible long-term
management (so-called long-lasting creation of value) that takes into
account the interests of all parties (so-called stakeholders) and
contributes to laying the groundwork for the creation of shared value on
all fronts (ESG) starting from appropriate governance systems.
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