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EDITORIAL 

 
Dear readers! 
 
This second issue of the journal provides contributions to the exploration of subjects related to 
different areas of research: public and private sectors, capital market, merger and acquisition, 
corporate governance and risk management. In particular, the issues dealt with concern: external audit 
in health care organizations, risk reporting and credit derivative disclosure in the banking sector, risk-
based management control, governance and financial factors in reverse merger, price to earnings ratio 
and interest rates in the capital market. 

In particular, George Drogalas, Alkiviadis Karagiorgos, Dimitrios Mitskinis and Nikolaos Antonakis 
examine the relationship between the quality of audit and the influence of some factors (general 
principles and responsibilities, risk assessment, audit evidence and the use of work of internal audit) 
in health care organizations of Northern Greece. The multiple regression analysis shows, inter alia, a 
positive correlation between external audit quality and “risk assessment”, “audit evidence” and “using 
the working of others”. 

Abdelmoneim Bahyeldin, Mohamed Metwally, Hesham Ali Ahmed Ali, Ahmed Abdelnaby Diab and 
Khaled Said Hussainey deal with the insights provided in management control studies about risk-based 
management control practices and their unintended consequences. The Authors observe that there are 
heterogenic practices and various unintended consequences (the illusion of control, losing 
opportunities, etc.). 

Enzo Scannella analyzes the derivative disclosure in banks’ annual reports. The purpose of this 
research is to evaluate the different measure of credit derivatives disclosure with reference to the four 
largest European banks, one for each country, ranked by market capitalization. The paper shows that 
there is room to improve various aspects of derivatives disclosure in the annual statements. 

Umi Kulsum, Sudarso Kaderi Wiryono, Yunieta Anny Nainggolan study different variables that 
affect reverse merger companies’ performance and their survival. This study proposes a new 
conceptual model on how corporate governance and financial factors affect the reverse merger 
performance and survival, based on literature review.  

Abdel Razaq Farah Freihat investigates the factors that have an impact on the price to earnings 
(P/E) ratios in Jordanian industrial public shareholding companies listed on the Amman Stock 
Exchange. He examines the whole study population that consists of sixty companies, during the period 
2011-2016. The results attained show there is a significant positive impact of dividend payout ratio 
and size on P/E ratio, whilst leverage, earnings growth and interest rate have no impact on P/E ratio. 

Mohammad Al-Attar, Osama Samih Shaban and Nafez Nimer Ali analyze the relationship between 
the effective interest rates paid for financial instruments and consumer price index rate during the 
period 2010-2018. Correlation analysis shows the existence of a negative relationship between them. 

Some of the aspects of the topics studied in the mentioned papers were previously explored in the 
academic literature.  

There are various studies that analyze the influence of some factors on the quality of audit in 
public administration in general (Pilcher et al., 2013; Goddard and Malagila, 2015). Some authors 
investigate this kind of relationship with reference to health care organizations working in a specific 
geographical area (Krishnan, 2005; Chien et al., 2010). George Drogalas, Alkiviadis Karagiorgos, 
Dimitrios Mitskinis and Nikolaos Antonakis contribute to this area of research analyzing the existent 
correlation between some factors and the quality of audit in health care organizations located in the 
Greek contest. 

There is a wide range of literature that analyzes companies’ governing and controlling practices, 
especially after the global financial crisis. These studies explore risk-based management control from 
different points of view. Many studies analyze Enterprise Risk Management (Andersen & Schrøder, 
2010; Bromiley et al., 2015; Jordan et al., 2013; Gatzert & Martin, 2015; McShane, 2018; Power, 2007; 
Soin et al., 2014) whereas some research is more focused on COSO, one of the most important risk 
management systems adopted by the companies (Hayne et al., 2014; Olson et al., 2008; Arena et al., 
2010). Abdelmoneim Bahyeldin, Mohamed Metwally, Hesham Ali Ahmed Ali, Ahmed Abdelnaby Diab 
and Khaled Said Hussainey contribute to this debate highlighting, on one hand, the existence of some 
heterogenic practices and their unintended consequences and, on the other hand, the need of a better 
conceptualization of what is risk-based management control and what are the best practices.  

An important field of research regards the relationship between corporate risk exposure and 
financial statements disclosure. Recently, there is a particular attention to attain information from 
financial reports in order to evaluate, in an appropriate way, the companies’ risk profile about financial 
instruments, insurance contracts and derivatives (Emm, Gay, & Ren, 2019; Scannella & Pilizzi, 2019) as 
well as papers by Netti (2018), Kostyuk and Barros (2018), Grove and Clouse (2017), Zhang, Taylor, Qu, 
& Oliver (2013), Young (2010). Over the time, accounting standard setters and local regulators require 
the companies to the public more and more information that may be useful in order to put the 



Risk Governance & Control: Financial Markets & Institutions / Volume 9, Issue 2, 2019 

 
5 

investors in the condition to evaluate the company prospective in the light of existent specific risks 
and how they are managed. Examples of this evolution are the new requirements regarding 
classification, measurement and disclosure of financial instruments and insurance contracts set forth 
by the new international accounting standards (IFRS 9 and IFRS 17). These standards are significantly 
orientated to the satisfaction of investors’ needs and have been studied before by García, Román, & 
Jiménez (2018), Cuong (2011). 

This field of research is sometimes called “Risk and Accounting” so to highlight the existent strict 
link between financial statements and risk management. Risk and Accounting is an aspect where there 
is room for academic investigations in order to evaluate if the companies provide useful information 
regarding the measurement of specific kinds of risks (financial risks, insurance risks, etc.) and suggest 
possible improvements to the regulation when it appears not adequate.  

Enzo Scannella’s paper can be included in this stream of research. In particular, analyzing credit 
derivative disclosure, Enzo Scannella expresses the opinion that risk disclosure will increase after the 
introduction of the Pillar 3 disclosure requirements (banking supervisory regulation) and the new IFRS 
9 (accounting requirements). 

Some studies investigate reverse merger performance. Especially, some Authors analyze the 
survival rate for reverse merger (Faelten et al., 2014) and the determinants of reverse merger survival 
and performance (Jambal et al., 2014). With their paper, Umi Kulsum, Sudarso Kaderi Wiryono and 
Yunieta Anny Nainggolan offer a possible conceptual framework of the variables affecting reverse 
merger survival and performance. 

Other important issues are P/E ratio and the effective interest rate in the Jordanian capital 
market. A large number of studies discuss the factors that influence P/E ratio (Anderson & Brooks, 
2006; Azam, 2010; Krishan & Chen, 2017). Abdel Razaq Farah Freihat, using panel data regression, 
provides useful insights regarding the Jordanian publicly traded companies and the possible ways to 
attract investors’ capitals. 

Various theoretical studies explore the linkages between the effective interest rate and the rate of 
inflation (Boamah, 2019; Lopez & Mignon, 2017). Mohammad Al-Attar, Osama Samih Shaban and Nafez 
Nimer provide an empirical study based on the correlation between the interest rate and the consumer 
price index in the Jordanian capital market. It may represent an input to testify the results attained in 
other environments to better understand the real impact of this research. 

 
 
Dr. Marco Venuti, Roma Tre University (Italy),  
Editorial Board member,  
Risk Governance and Control:  
Financial markets and institutions journal 
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