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EDITORIAL: New trends and challenges in (a responsible) corporate 

governance 
 

Dear readers! 
 

Welcome to this issue of Corporate Governance and Sustainability Review. 
 
The papers published in this issue of the journal present an heterogeneous variety of topics in international 
research, in line with the aims and scope of the journal, devoted to: corporate governance, firm performance 
and executive compensation; social performance rating in co-operatives; sustainable development goals, CSR, 
consumer data protection policy; stock option plans; online customers’ rating and firms’ performance in the 
hotel industry; reputational threats and their financial consequences for decision-makers; climate change 
governance mechanisms and sustainable food productions. 
 
Bertrand Lemennicier, Joël Hermet, and Duraisamy Palanigounder test and examine the impact of governance 
and firm performance, by using descriptive and econometric analysis, on executive compensation in the 
defense firms in comparison with the firms from a “peer group” of the non-defense sector. Several studies 
have examined theoretically as well as empirically the issues pertaining to CEOs’ pay or compensation over 
the past several decades (Aggarwal & Samwick, 1999; Carvalhal da Silva & Câmara Leal, 2006; Devers, 
Cannella, Reilly, & Yoder, 2007; Zeitun, 2009; Gupta, Kennedy, & Weaver, 2009; Gao & Li, 2015; Hill, Lopez, & 
Reitenga, 2016; Kostyuk, 2019; Onyina & Gyanor, 2019). However, the research examining the determinants 
of executive pay in the defense industry is presented for the first time; therefore, it could bring significant 
value addition to the existing literature. 
 
The study by Daniel Kinyuira is focused on the social performance rating in savings and credit co-operatives 
societies in Kenya. Corporate social performance is a critical determinant for superior and sustainable 
performance in all organizations (Porter & Kramer, 2006; Carroll & Shabana, 2010; Kemper, Schilke, Reimann, 
Wang, & Brettel, 2013) and its strategic management could make wealth creation more effective and fairer 
(Kinyuira, 2017). This study, on the one hand, enriches the scanty research on social performance 
management in co-operatives; on the other hand, its findings provide helpful suggestions to co-operatives in 
order to manage stakeholders’ social needs better and consequently improve the sustainable performance of 
cooperatives. 
 
Shirley Mo-Ching Yeung, by examining the social dimension policy of 10 China-based listed companies (2006 
to 2017) in the Bloomberg database, provides a model for promoting a sustainable development mindset 
with employee CSR policy/consumer data protection relayed social policy for advancing quality management. 
Building a sustainable development mindset by promoting the growth of management and employees 
intelligence in understanding their business through an economic, social and environmental focus (Kavadias, 
Ladas, & Loch, 2016; Kassel, Rimanoczy, & Mitchell, 2016) is one of the new challenges that corporate 
governance and management accounting research will face in the coming years to contribute further to the 
development of effective corporate governance systems. 
 
In their paper, João Silva and André Feiteiro, focus on stock options plans as a solution to agency issues. 
Although many previous theoretical studies and empirical researches in worldwide literature (Sigler, 2009) 
have addressed the structure of modern corporations, the nature of agency problems and the use of stock 
option schemes in reducing agency problems (Jensen & Meckling, 1976; Liljeblom, Pasternack, & Rosenberg, 
2011), this paper reviews a number of similar instruments as well as different categories of stock options, 
and, interestingly, concludes that governance mechanisms can be adapted to mitigate the weaknesses of 
stock options plans and to overcome the criticism regarding their design. 
 
The paper by Md. Jahidur Rahman and Xu Yufei investigates the impact of online rating on hotel 
performance in China. Investigating the valence of online reviews and modeling hotel attributes and 
performance is still a rather novel approach (Phillips, Barnes, Zigan, & Schegg, 2016). Nowadays, hotels are 
greatly dependent on a limited number of reservation platforms (e.g., TripAdvisor, Trivago, Booking.com). 
Guest evaluations are the main feature of these platforms. These evaluations are translated into ratings and 
rankings, which have a significant effect on demand for bookings, and, therefore, on the hotel's performance. 
As a consequence, reputation management in the hospitality industry has become a crucial variable for hotel 
managers. However, empirical research has so far marginally investigated whether hotels are able to 
appropriate the economic value that the use of social media features and infomediation platforms can bring. 
Studies in this field effectively contribute to theories of valence on hotel performance and present salient 
implications for practitioners to enhance performance (Chevalier & Mayzlin, 2006; Duan, Gu, & Whinston, 
2008; Liu & Park, 2015). 
 
In their paper, Jesus R. Jimenez-Andrade and Timothy J. Fogarty have studied and analyzed the impact of 
equity-based incentive compensation mechanisms on executives’ responses to scandals. The findings 
contribute to the academic literature by providing valuable information regarding managerial responses to 
reputationally sensitive events, suggesting that equity compensation packages can increase the firms’ risk 
exposure because of the executives’ behavioral implications (Hoskisson, Chirico, Zyung, & Gambeta, 2017; 
Shaikh, Drira, & Hassine, 2019; Shi, Connelly, Mackey, & Gupta, 2019; Connelly, Lee, Tihanyi, Certo, & 
Johnson, 2019; Caton, Goh, & Ke, 2019), and then emphasizing the “skin in the game” aspect. 
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Robert Ddamulira addresses and examines the governance challenges associated with managing the impacts 
of climate change on food production, with a major focus on East Africa. Improved governance is necessary 
to balance competing policy objectives of food production, economic development, climate change 
mitigation, and ecosystem conservation (Ewers, 2006; Godfray, Pretty, Thomas, Warham, & Beddington, 2011; 
Newton, Agrawal, & Wollenberg, 2013). 
 
Finally, Eric Pichet presents an interesting review of the book titled “Challenges and Opportunities in Italian 
Corporate Governance”, which was edited by Salvatore Esposito De Falco, Federico Alvino, Nicola Cucari, 
Luigi Lepore (Virtus Interpress, 2019). The book examines the corporate governance issues from different 
perspectives (law, business management, accounting and practitioners), assessing the progress made by 
Italian companies in improving corporate governance and the gaps that remain contributing to the previous 
papers by Rizzato, Busso, Devalle, and Zerbetto (2018), Kostyuk, Mozghovyi, and Govorun, (2018), De Luca 
and Paolone (2019). 
 
The above issues provide an interesting overview of the forces that are driving change in the corporate 
governance landscape. However, there are regulatory and investor pressures for broad and deep governance 
changes which will become key focus areas within academic research to contribute further to the 
development of effective corporate governance systems. These changes and trends are particularly focused 
on (among others): 
1) Environmental, social responsibility and governance (ESRG) issues, and, in particular, those related to 
climate change and sustainability continue to be critical issues globally. These issues have become a 
fundamental part of how investors evaluate companies: both what they do and how they disclose their 
approach to ESRG and relative performance. 
2) Corporate governance in the digital age and/or digital mindset in the boardrooms. The digital 
transformation over the last few years and the realignment of existing technology (e.g., the mobile internet, 
connectivity, automation and artificial intelligence) allow companies to compete effectively in an increasingly 
global economy and are turning traditional governance structures, tools and processes in the more 'digitally-
minded' companies. 
3) Corporate reputation management as a strategic and intangible corporate asset. Creating a clear and 
recognizable identity and managing company reputation has always been key business objectives 
(Fombrun, 1996). The growing demand for corporate transparency and social responsibility directly affect 
both the strategic behavior patterns of the companies and the manner in which they perform decision-
making and planning functions (Adeosun & Ganiyu, 2013). 
 
In this ever-changing corporate governance landscape, future research could deepen the characteristics of 
the 'new generation' governance models through which companies attempt to balance long-term value 
creation approach and responsibilities to shareholders, risks and ethical obligations to their employees, 
business partners, customers, communities in an age of transparency and accountability. 
 

Patrizia Pastore, PhD 
Assistant Professor in Business Administration and Management 

Department of Business Administration and Law, University of Calabria, Italy 

 

 
REFERENCES 
 
1. Adeosun, L. P. K., & Ganiyu, R. A. (2013). Corporate reputation as a strategic asset. International Journal of 

Business and Social Science, 4(2), 220-225. Retrieved from http://www.ijbssnet.com/journals/ 
Vol_4_No_2_February_2013/24.pdf 

2. Aggarwal, R. K., & Samwick, A. A. (1999). The other side of the trade-off: The impact of risk on executive 
compensation. Journal of Political Economy, 107(1), 65–105. https://doi.org/10.1086/250051  

3. Carroll, A., & Shabana, K. (2010). The business case for corporate social responsibility: A review of concepts, 
research and practice. International Journal of Management Reviews, 12(1), 85-105. 
https://doi.org/10.1111/j.1468-2370.2009.00275.x 

4. Carvalhal da Silva, A. L., & Câmara Leal, R. P. (2006). Ownership, control, valuation and performance of Brazilian 
corporations. Corporate Ownership & Control, 4(1-2), 300-308. https://doi.org/10.22495/cocv4i1c2p6 

5. Caton, G. L., Goh, J., & Ke, J. (2019). The interaction effects of CEO power, social connections and incentive 
compensation on firm value. Corporate Ownership & Control, 16(4), 19-30. 
http://doi.org/10.22495/cocv16i4art2 

6. Connelly, B. L., Lee, K. B., Tihanyi, L., Certo, S. T., & Johnson, J. L. (2019). Something in common: Competitive 
dissimilarity and performance of rivals with common shareholders. Academy of Management Journal, 62(1), 1- 
21. https://doi.org/10.5465/amj.2017.0515  

7. De Luca, F., & Paolone, F. (2019). The impact of the financial crisis on earnings management: Empirical evidence 
from Italian and Spanish listed companies. Corporate Ownership & Control, 16(2), 121-130. 
http://doi.org/10.22495/cocv16i2art12 

8. Devers, C. E., Cannella, A. A. Jr., Reilly, G. P., & Yoder, M. E. (2007). Executive compensation: A multidisciplinary 
review of recent developments. Journal of Management, 33(6), 1016–1072. 
https://doi.org/10.1177/0149206307308588 

9. Duan, W., Gu, B. & Whinston A. B. (2008). Do online reviews matter? — An empirical investigation of panel data. 
Decision Support Systems, 45(4), 1007-1016. https://doi.org/10.1016/j.dss.2008.04.001 

10. Ewers, R. M. (2006). Interaction effects between economic development and forest cover determine 
deforestation rates. Global Environmental Change, 16(2), 161-169. 
https://doi.org/10.1016/j.gloenvcha.2005.12.001 



Corporate Governance and Sustainability Review/ Volume 3, Issue 2, 2019 

 
6 

11. Fombrun, C. J. (1996). Reputation: Realizing value from corporate image. Boston, MA, the USA: Harvard Business 
School Press. 

12. Gao, H., & Li, K. (2015). A comparison of CEO pay– performance sensitivity in privately-held and public firms. 
Journal of Corporate Finance, 35, 370-388. https://doi.org/10.1016/j.jcorpfin.2015.10.005 

13. Godfray, H. C. J., Pretty, J., Thomas, S. M., Warham, E. J., & Beddington, J. R. (2011). Linking policy on climate 
and food. Science, 331(6020), 1013-1014. https://doi.org/10.1126/science.1202899 

14. Gupta, P. P., Kennedy, D. B., & Weaver, S. C. (2009). Corporate governance and firm value: Evidence from 
Canadian capital markets. Corporate Ownership & Control, 6(3-2), 293-307. 
http://doi.org/10.22495/cocv6i3c2p4 

15. Hill, M. S., Lopez, T. J., & Reitenga, A. L. (2016). CEO excess compensation: The impact of firm size and 
managerial power. Advances in Accounting, 33, 35-46. https://doi.org/10.1016/j.adiac.2016.04.007 

16. Hoskisson, R. E., Chirico, F., Zyung, J., & Gambeta, E. (2017). Managerial risk taking: A multitheoretical review 
and future research agenda. Journal of Management, 43(1), 137-169. 
https://doi.org/10.1177/0149206316671583 

17. Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, agency costs and ownership 
structure. Journal of Financial Economics 3(4), 305–360. https://doi.org/10.1016/0304-405X(76)90026-X 

18. Kassel, K., Rimanoczy, I., & Mitchell, S. F. (2016). The sustainable mindset: Connecting being, thinking, and 
doing in management education. Academy of Management Proceedings, 2016(1). 
https://doi.org/10.5465/ambpp.2016.16659abstract 

19. Kavadias, S., Ladas, K., & Loch, C. (2016). The transformative business model. Harvard Business Review. 
Retrieved from https://hbr.org/2016/10/the-transformative-business-model  

20. Kemper, J., Schilke, O., Reimann, M., Wang, X., & Brettel, M. (2013) Competition- motivated corporate social 
responsibility. Journal of Business Research, 66(10), 1954-1963. https://doi.org/10.1016/j.jbusres.2013.02.018 

21. Kinyuira, D. K. (2017). Pursuing social mission as part of a deliberate and managed strategy: Social performance 
management in co-operatives. Journal of Strategy & Performance Management, 5(2), 46-64. Retrieved from 
http://jspm.firstpromethean.com/documents/5-2-46-64.pdf 

22. Kostyuk, A. (2019). Editorial: Cross-country research in corporate governance. Corporate Ownership and 
Control, 16(4), 4-6. http://doi.org/10.22495/cocv16i4_editorial 

23. Kostyuk, A., Mozghovyi, Y., & Govorun, D. (2018). Corporate governance, ownership and control: A review of 
recent scholarly research. Corporate Board: Role, Duties and Composition, 14(1), 50-56. 
http://doi.org/10.22495/cbv14i1art4 

24. Liljeblom, E., Pasternack, D., & Rosenberg, M. (2011). What determines stock option contract design? Journal of 
Financial Economics, 102(2), 293-316. https://doi.org/10.1016/j.jfineco.2011.02.021  

25. Liu, Z., & Park, S. (2015). What makes a useful online review? Implication for travel product websites. Tourism 
Management, 47, 140-151. https://doi.org/10.1016/j.tourman.2014.09.020 

26. Newton, P., Agrawal, A., & Wollenberg, A. (2013). Enhancing the sustainability of commodity supply chains in 
tropical forest and agricultural landscapes. Global Environmental Change, 23(6), 1761-1772. 
https://doi.org/10.1016/j.gloenvcha.2013.08.004 

27. Onyina, P. A., & Gyanor, D. K. (2019). Do corporate governance practices affect the performance of firms listed 
on the Ghana Stock Exchange? Corporate Ownership & Control, 17(1), 107-115. 
http://doi.org/10.22495/cocv17i1art10 

28. Phillips, P., Barnes, S., Zigan, K., & Schegg, R. (2016). Understanding the impact of online reviews on hotel 
performance: An empirical analysis. Journal of Travel Research, 56(2), 235-249. 
https://doi.org/10.1177/0047287516636481 

29. Porter, M. E., & Kramer, M. R. (2006). Strategy and society: The link between competitive advantage and 
corporate social responsibility. Harvard Business Review, 84(12), 78-92. Retrieved from 
https://www.sharedvalue.org/sites/default/files/resource-files/Strategy_and_Society.pdf 

30. Rizzato, F., Busso, D., Devalle, A., & Zerbetto, A. (2018). Corporate governance system in Italy: Compliance and 
quality. Corporate Ownership & Control, 16(1-1), 217-233. http://doi.org/10.22495/cocv16i1c1art9 

31. Shaikh, I. A., Drira, M., & Hassine, S. B. (2019). What motivates directors to pursue long-term strategic risks? 
Economic incentives vs. fiduciary duty. Journal of Business Research, 101, 218-228. 
https://doi.org/10.1016/j.jbusres.2019.04.022  

32. Shi, W., Connelly, B. L., Mackey, J. D., & Gupta, A. (2019). Placing their bets: The influence of strategic 
investment on CEO pay‐for‐performance. Strategic Management Journal, 40(12), 2047-2077. 
https://doi.org/10.1002/smj.3050 

33. Sigler, K. J. (2009). A brief overview of executive stock options in reducing the agency problem of excessive risk 
aversion. Management Research News, 32(8), 762-766. https://doi.org/10.1108/01409170910977979 

34. Sloan, R. G. (1993). Accounting earnings and top executive compensation. Journal of Accounting and 
Economics, 16(1-3), 55-100. https://doi.org/10.1016/0165-4101(93)90005-Z  

35. Zeitun, R. (2009). Ownership structure, corporate performance and failure: Evidence from panel data of 
emerging market the case of Jordan. Corporate Ownership & Control, 6(4), 96-114. 
http://doi.org/10.22495/cocv6i4p10 

http://doi.org/10.22495/cocv16i4_editorial
http://doi.org/10.22495/cbv14i1art4
http://doi.org/10.22495/cocv17i1art10
http://doi.org/10.22495/cocv16i1c1art9
https://doi.org/10.1108/01409170910977979
http://doi.org/10.22495/cocv6i4p10

	EDITORIAL: New trends and challenges in (a responsible) corporate governance

