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Virtual Special Issue on Corporate Governance and Ethics: What's

Next?

Jeroen Veldman - Tanusree Jain - Christian Hauser

Abstract

Corporate governance (CG) is a key area of management with important implications for business ethics. The interface of CG
and business ethics is populated with rich intellectual debates on the role of ethics in governance from a multi-disciplinary
perspective. Within these debates, the relationship between CG and outcomes for business and society, and the role of CG
structures and processes and their comparative aspects across institutional settings are discussed. Despite a proliferation of
research at the interface of CG and ethics, we observe that an engagement with topics, methodologies, and expected outcomes
drawing on established frames and theories of CG tends to the ignoring or even the preclusion of an explicit engagement
with debates in business ethics. Through this VSI, we as section editors showcase previously published papers in the Journal
that proactively explore the explicit linkages and interfaces between CG and ethical societal challenges, with the aim of

inspiring further such CG research.

Corporate Governance and Ethics: What's
Next?

Corporate governance (CG) is a key area in relation to busi-
ness ethics. Recent discussions around CG show a growing
interest in exploring the relationship between the (institu-
tions of) CG and ‘grand challenges’ or ‘grand ethical chal-
lenges’ (Bohm et al., 2022) such as inequality, the overshoot-
ing of planetary boundaries, and corruption.

Through this Virtual Issue, we as section editors want to
further research that proactively explores the linkages and
interfaces between CG and ethical societal challenges. To

do so, we have identified previously published papers from
the Journal of Business Ethics (JBE) that highlight specific
themes that we consider important to further this debate in
the Journal. The papers showcased by this VSI are available
in the archive of the Journal. They can also be accessed
through this VSI's permanent page on the Journal’s website
(https://link.springer.com/collections/gfthggdcjth).

The Theory of the Firm in Corporate
Governance

In the Corporate Governance and Ethics section of JBE, we
emphasize the need to explicate underlying ethical consid-
erations that drive CG practices. What this precisely entails
might need some elaboration, also because much scholarship
in CG relies on commonly accepted frames and theories in
the field such as agency theory, institutional theory, resource
dependence theory, and stakeholder and stewardship theo-
ries. While this has led to considerable strides in the field of
CG, a rather narrow engagement with topics, methodologies,
and expected outcomes in these frames and theories in our
experience often leads to the ignoring or even the preclu-
sion of an explicit engagement with the relation to debates
in business ethics.

Here, Fia and Sacconi’s (2019) paper provides a good
example by departing from the classical theory of the firm
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perspective to suggesting a social contract theory of the firm.
Inspired by Rawl’s theory of justice and Sen’s capability
approach, the authors argue how a constitutional contract on
the distribution of primary goods and capabilities can better
shape the principles of corporate governance to avoid the
pitfalls associated with the abuse of authority within corpo-
rations while creating social outcomes. In this manner, they
go beyond the intellectual boundaries of management sci-
ences to borrow from the fields of, for instance, political phi-
losophy and ethics. Along these lines, we encourage schol-
arly work that makes more significant contributions in this
direction, including scholarship that further explores notions
of the theory of the firm in relation to (business) ethics, for
instance from the perspective of history and sociology.

Space for Interdisciplinarity

Likewise, we invite current CG researchers to expand the
presently limited engagement with interdisciplinary concep-
tual developments within CG to encompass the fields of, for
instance, company law, accounting, and finance. We also
invite authors to study a wider array of firm-level outcomes
that go beyond an exclusive focus on traditional financial
performance parameters and to delve deeper into aspects of
law, finance, and accounting. To illustrate, Maniora (2017)
compares different ways in which firms can report on eco-
nomic, social and governance related outcomes by compar-
ing integrated reporting (IR) with different ESG report-
ing and management strategies. She demonstrates that the
benefits that accrue from adopting different strategies for
reporting non-financial outcomes are context dependent. We
appreciate the submission of interdisciplinary approaches,
for instance from law, accounting and (heterodox) econom-
ics, particularly where such approaches have a clear relation
to business ethics.

The Relation Between Corporate
Governance and Societal Outcomes

Beyond conceptual developments, we recognize that
firm-level outcomes related to CG fundamentally impact
and inform societal outcomes. For instance, Garel and
Petit-Romec (2021) investigate whether and in what ways
CSR leads to stakeholder value creation. Specifically, their
study is related to the literature on strategic human capi-
tal and the divergence of interests between employees and
shareholders and examines the influence of a firm’s stake-
holders on its CSR activities. Here, we note a growing inter-
est and indeed encourage future examination of broader
issues such as corporate purpose, stakeholder salience, the
division of value among stakeholders (VCA), certifications,

greenwashing/greenhushing, and the like that have relevance
for both CG and business ethics.

Corporate Governance and Institutions

Importantly, the study of issues at the interface of CG and
business ethics includes both country-specific and multi-
level informal institutions such as norms, customs, and tra-
ditions but also formal institutions such as legal, political,
reporting, and financial mechanisms and systems (Jain &
Xie, 2022; Veldman & Willmott, 2022). For example, the
study by McGuire et al. (2019) integrates behavioral agency
theory with the traditional stakeholder view to analyze the
implications of executive compensation on corporate social
performance. By distinguishing the effects of pay-perfor-
mance sensitivity and compensation duration, the authors
provide a more nuanced understanding of how and why CEO
compensation influences social performance. We would be
keen to see further development of grounded work on the
operation of specific (new) institutional arrangements, such
as the work of different kinds of codes of ethics, board com-
mittees, control and ownership structures, executive remu-
neration processes and structures and their influence on
societal outcomes of the firm.

Diversity and Ethics

We have also witnessed substantial interest in board gender
diversity as a mechanism to inculcate more ethics-based
decisions at the firm level. For instance, Huang et al. (2020)
make important contributions to the literature regarding
women on corporate boards. First, their study contributes
to the existing understanding of women on boards by iden-
tifying a theoretical mechanism based on social identity
and optimal distinctiveness theories to explain women’s
appointment to boards. Second, their theorizing further sug-
gests how we can improve the progress on gender diversity
through women’s collective efforts. Third, they advance our
understanding of governmental and firm-level policies and
practices to deliberately appoint women to boards, as their
data point to a positive impact from the recently introduced
quota mandate on gender diversity in Germany. We would
be interested to see further expansion of this thematic area
to include more grounded work on the operation of different
kinds of diversity, including and indeed beyond gender. For
instance, the different notions of diversity could be both vis-
ible such those captured through physical appearances, age,
physical or intellectual disability, race, and ethnicity to some
extent as well as invisible diversity such as those embedded
in education, religion, class, sexual orientation, mixed race
and more fluid understandings of gender itself.



The Comparative and the Ownership
and Control Dimensions in Corporate
Governance

Finally, and broadly in line with institutions and their rel-
evance for CG, we invite corporate governance and ethical
reflections from diverse geographical and cultural contexts,
including manuscripts that adopt a comparative corporate
governance perspective. There is a problematic notion in CG
that a very limited subset of CG settings, i.e., the one that is
delimited by large listed firms with dispersed shareholders,
is both the factual and the normative point of departure for
engaging with issues in CG. In this section, we would like
to promote research into different CG settings and different
types of control, including family-owned companies, state-
owned companies and listed companies in different geo-
graphical regions. Furthermore, we welcome research into
other forms of CG mechanisms, structures, and principles
such as foundations, non-profits, benefit corporations, and
B-Corp certifications.

Chen et al. (2022) for instance add new insights to the
research on CG and board composition by focusing on NGO
directors. Their study offers evidence that while appointing
NGO directors may add legitimacy to a firm’s board, these
directors can help enhance CSR performance only in the
long term. Theoretically, Chen and colleagues integrate a
time dimension into resource dependence theory. Similarly,
Krishnan and Peytcheva (2019) turn our attention to family
firms and how external auditors—who normatively act as the
public ‘watchdogs’ on financial reporting integrity and are
important information intermediaries—assess fraud risk for
family versus non-family firms. Their findings suggest that
auditors perceive agency conflicts to be more severe in fam-
ily firms and explicate implications for minority sharehold-
ers. This study has important implications for CG in family
firms and business ethics. Finally, Harris et al. (2017) study
board governance of charities, which have not received ade-
quate attention in the CG literature yet. This study demon-
strates how probability of asset diversion from charities can
be reduced by establishing certain good governance meas-
ures notably monitoring by external stakeholders (such as
debt holders and government grantors), monitoring through
audits, and keeping managerial duties in-house.

In terms of focusing on different institutional contexts,
Nakpodia et al. (2018) propose an alternative integrated
approach for regulating corporate governance in Nigeria,
through the path of co-regulation that involves the govern-
ment and corporations in the country’s CG system. Their
study helps augment the nascent literature on CG in Sub-
Saharan Africa.

Overall, the topics and papers that we have selected in this
Virtual Issue provide examples of discussions that we find

relevant and thought provoking for progressing scholarship
related to corporate governance and business ethics from
multiple perspectives. We hope this virtual issue helps pro-
vide guidance to potential contributors of the JBE and helps
in rejuvenating academic discussion at this vital interface.
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