
 International Journal of Management and Organizational Research  www.themanagementjournal.com 

 
    296 | P a g e  

 

 

 
Reviewing the Effectiveness of Corporate Governance Codes on Mitigating Financial 

Scandals 

 

Solomon Christopher Friday 1*, Maxwell Nana Ameyaw 2, Temitayo Oluwaseun Jejeniwa 3 

1 PwC, Nigeria 
2 KPMG, USA 
3 United Nations African Regional Centre for Space Science Technology Education English, Nigeria 

 

* Corresponding Author: Solomon Christopher Friday 

 

 

 

Article Info 

ISSN (online): 2583-6641 

Volume: 02  

Issue: 01 

January-February 2023 

Received: 16-01-2023 

Accepted: 13-02-2023 

Page No: 296-307

Abstract 

Corporate governance codes are fundamental in promoting transparency, 

accountability, and ethical corporate behavior, yet financial scandals continue to 

emerge, raising concerns about their effectiveness. This reviews the role of corporate 

governance codes in mitigating financial misconduct by analyzing their strengths, 

limitations, and real-world applications. Using case studies such as the Enron scandal 

in the United States, the Volkswagen emissions fraud in Germany, and the Wirecard 

collapse, this examines how governance failures have contributed to financial crises. 

The research highlights key principles of corporate governance codes, including board 

oversight, risk management, and regulatory compliance, and evaluates their impact on 

preventing fraud and unethical corporate practices. While governance frameworks 

have improved financial oversight, enforcement challenges, regulatory gaps, and 

corporate resistance have limited their effectiveness. A comparative analysis of 

developed and developing economies further reveals that governance effectiveness 

varies across jurisdictions, influenced by legal systems, market structures, and cultural 

factors. Moreover, this explores potential reforms to enhance governance codes, 

including stricter enforcement mechanisms, improved whistleblower protections, and 

the integration of technology such as artificial intelligence in compliance monitoring. 

Findings suggest that while corporate governance codes are essential for reducing 

financial scandals, their success depends on rigorous enforcement, corporate 

commitment to ethical leadership, and regulatory adaptability. This review concludes 

that strengthening governance codes and fostering a culture of corporate 

accountability are crucial in preventing future financial scandals. This provides 

recommendations for policymakers, businesses, and regulatory bodies to enhance 

governance effectiveness, ultimately promoting financial stability and investor 

confidence. By addressing existing gaps, corporate governance codes can evolve into 

more robust frameworks capable of mitigating corporate fraud and ensuring 

sustainable economic growth. 
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1. Introduction 

Corporate governance plays a critical role in the financial sector by ensuring that organizations are managed in a transparent, 

accountable, and ethical manner (Balogun et al., 2023). At its core, corporate governance refers to the systems, principles, and 

processes that guide how a company is controlled and directed. It encompasses the relationship between a company’s 

management, board of directors, shareholders, and other stakeholders, and it aims to ensure that decisions are made in the best 

interests of the organization and its stakeholders (Okeke et al., 2023; Adekunle et al., 2023).  
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Effective corporate governance is crucial for the long-term 

sustainability and success of businesses, as it fosters trust and 

confidence in the financial markets, enhances corporate 

performance, and mitigates risks of misconduct (Adekola et 

al., 2023). In the financial sector, where trust and credibility 

are paramount, corporate governance becomes even more 

significant. Financial institutions deal with vast sums of 

money, investments, and public trust, which makes them 

particularly vulnerable to risks such as fraud, 

mismanagement, and financial scandals (Adepoju et al., 

2023). The collapse of major financial institutions and 

scandals such as the Enron scandal in the early 2000s, the 

Lehman Brothers bankruptcy in 2008, and more recently, the 

Wirecard scandal, have highlighted the catastrophic 

consequences of poor corporate governance. These scandals 

have underscored the need for robust governance frameworks 

to prevent such events and safeguard the interests of 

shareholders, employees, customers, and society at large. 

Corporate governance codes, which provide guidelines and 

best practices for businesses, have emerged as critical tools 

in promoting transparency, accountability, and ethical 

behavior (Okolie et al., 2023). These codes establish a set of 

principles and rules that guide how companies should be 

governed, focusing on areas such as board structure, risk 

management, financial reporting, internal controls, and 

executive compensation. Governance codes are designed to 

ensure that companies are not only compliant with legal 

requirements but also uphold high standards of conduct that 

align with the expectations of stakeholders and the public. By 

following these codes, organizations can demonstrate their 

commitment to sound governance practices, enhance 

stakeholder confidence, and reduce the likelihood of financial 

scandals. 

The role of corporate governance codes in mitigating 

financial scandals cannot be overstated. A well-structured 

governance code addresses key areas where companies are 

most vulnerable to unethical practices, such as conflicts of 

interest, lack of transparency in financial reporting, and poor 

risk management (Hassan et al., 2023; Adekunle et al., 2023). 

By setting clear guidelines on how decisions should be made, 

who is responsible for overseeing these decisions, and how 

conflicts of interest should be managed, corporate 

governance codes create a framework that reduces the 

potential for misconduct. Moreover, these codes provide 

mechanisms for detecting and addressing issues before they 

escalate into major scandals, making them an essential 

component of the financial sector’s regulatory environment 

(Okolie et al., 2023; Afolabi and Akinsooto, 2023). 

This aims to review the effectiveness of corporate 

governance codes in mitigating financial scandals. It will 

examine the evolution of corporate governance frameworks, 

the core principles that underpin these codes, and their impact 

on reducing the risk of financial misconduct. Through case 

studies of companies that have implemented strong 

governance frameworks, this will assess the role of corporate 

governance codes in preventing scandals and highlight the 

challenges faced in enforcing these codes. The objective is to 

explore whether the existing governance frameworks are 

sufficient in addressing emerging risks and to suggest 

recommendations for strengthening them to ensure greater 

financial integrity and stability in the future. 

 

2.0 Methodology 

The PRISMA methodology for reviewing the effectiveness 

of corporate governance codes on mitigating financial 

scandals involves a systematic approach to identifying, 

selecting, and synthesizing relevant studies and data. This 

method ensures transparency, rigor, and reproducibility in the 

review process, contributing to the accuracy and reliability of 

the findings. The process begins with the definition of the 

review scope, which includes identifying key terms related to 

corporate governance codes, financial scandals, and their 

effectiveness in preventing misconduct. 

To begin, a comprehensive search is conducted in multiple 

electronic databases, including academic journals, industry 

reports, and government publications, using well-defined 

search terms. These terms include variations of “corporate 

governance codes,” “financial scandals,” and related 

concepts, ensuring a broad scope of relevant studies. The 

search is limited to studies published within a specified time 

frame to ensure that the findings are current and relevant to 

the evolving corporate governance landscape. In addition to 

academic sources, grey literature such as policy reports, 

working papers, and case studies from credible institutions 

may also be included to capture practical insights. 

After conducting the search, the next step is screening the 

articles for eligibility. This involves assessing the relevance 

of each study based on predefined inclusion and exclusion 

criteria. Studies are included if they focus on corporate 

governance codes, their implementation, and their impact on 

financial scandals, specifically within the context of the 

financial sector. Exclusion criteria are applied to remove 

irrelevant studies, such as those that do not address 

governance codes or financial misconduct or those that focus 

on non-financial sectors. Studies that are not peer-reviewed 

or lack methodological rigor are also excluded. 

Following the screening, the selected studies undergo data 

extraction. Relevant data points, including the governance 

codes discussed, the financial scandals analyzed, and the 

outcomes observed, are systematically extracted. This step 

ensures that the data collected provides a comprehensive 

overview of the effectiveness of corporate governance codes 

across different contexts and financial crises. It also identifies 

gaps in the literature that require further exploration. 

Once the data is extracted, a qualitative or quantitative 

synthesis is conducted, depending on the nature of the studies 

included. In qualitative synthesis, the results from various 

studies are analyzed thematically to identify common 

findings, trends, and differences in the impact of governance 

codes on financial scandals. For quantitative studies, 

statistical analysis is employed to measure the strength of the 

relationship between corporate governance practices and the 

occurrence or mitigation of financial misconduct. The 

synthesized findings are then presented in a narrative format, 

offering insights into the effectiveness of corporate 

governance codes in preventing financial scandals. 

Throughout the review process, quality assessment tools are 

applied to evaluate the methodological rigor of the included 

studies. Studies are assessed for their design, sample size, 

data collection methods, and analysis techniques, ensuring 

that the findings are based on high-quality evidence. Any 

biases in the studies, such as publication bias or selective 

reporting, are also identified and addressed. The PRISMA 

methodology provides a structured and transparent approach 

to reviewing the effectiveness of corporate governance codes 

in mitigating financial scandals. By systematically selecting, 

screening, and synthesizing relevant studies, the review aims 

to provide evidence-based insights into how well corporate 
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governance frameworks work in preventing financial 

misconduct and offer recommendations for improving 

governance codes to enhance their effectiveness in the future. 

 

2.1 The evolution of corporate governance codes 

The development of corporate governance frameworks has 

been an ongoing process shaped by a series of financial 

crises, scandals, and a growing demand for accountability 

and transparency in business practices. Corporate governance 

refers to the systems, principles, and processes through which 

companies are directed and controlled (Aniebonam et al., 

2023). It is intended to promote the efficient and ethical 

management of companies, protect shareholder interests, and 

prevent financial misconduct. Over the years, the evolution 

of corporate governance codes has reflected a broader 

societal shift towards more robust oversight and 

accountability within the corporate sector, particularly in the 

wake of major corporate failures. 

The historical development of corporate governance 

frameworks began to take shape in the mid-20th century as 

businesses grew in size and complexity, making the need for 

structured oversight more apparent. Initially, corporate 

governance was more of an informal practice, primarily 

based on the trust placed in boards of directors and 

management (Ogbuagu et al., 2023). However, as 

corporations became more integrated into the global 

economy, and as financial markets grew more complex, the 

limitations of this informal structure began to manifest, 

especially with a series of corporate scandals and financial 

failures that captured international attention. 

One of the key milestones in the evolution of corporate 

governance codes came with the Cadbury Report in 1992, 

which was commissioned in the United Kingdom following 

the collapse of several high-profile companies, such as the 

Robert Maxwell scandal. The Cadbury Report set out 

recommendations for improving corporate governance, 

focusing on the roles and responsibilities of the board of 

directors, audit committees, and financial reporting (Hassan 

et al., 2023). The report emphasized the need for boards to be 

independent, transparent, and accountable, and for companies 

to have proper internal controls and risk management systems 

in place. The principles outlined in the Cadbury Report, such 

as the separation of the roles of chairman and CEO and the 

establishment of audit committees, became foundational in 

the development of corporate governance codes worldwide. 

The Sarbanes-Oxley Act (SOX), passed in 2002 in response 

to major corporate scandals such as those at Enron, 

WorldCom, and Tyco, was another significant milestone in 

corporate governance evolution (Ogbuagu et al., 2023). The 

SOX Act introduced stringent requirements for financial 

reporting, internal controls, and the independence of auditors. 

It mandated that CEOs and CFOs personally certify the 

accuracy of financial statements, making them directly 

responsible for any fraudulent reporting. SOX also enhanced 

the role of audit committees and improved the regulatory 

oversight of public companies in the United States. Its impact 

was not limited to the U.S.; it became a model for governance 

reforms in other countries, particularly in terms of increasing 

the transparency and accountability of corporate financial 

practices. 

In parallel with these developments, various King Codes have 

been influential in shaping corporate governance practices, 

especially in South Africa. The King I Report, published in 

1994, introduced the concept of corporate governance in 

South Africa, focusing on the ethical and responsible conduct 

of directors and ensuring stakeholder inclusivity (Hamza et 

al., 2023). The subsequent versions, King II (2002), King III 

(2009), and King IV (2016), have expanded the scope of 

corporate governance to address issues such as sustainability, 

the role of social and environmental factors in corporate 

decisions, and the importance of integrated reporting. The 

King Codes have played a significant role in aligning 

corporate governance practices with international standards 

while considering the specific socio-economic and regulatory 

context of South Africa. 

Globally, the adoption of corporate governance codes has 

been widespread, with various countries implementing their 

own frameworks tailored to local needs and regulatory 

environments (Okolie et al., 2023). The OECD Principles of 

Corporate Governance, first published in 1999 and updated 

periodically, provide a global benchmark for governance 

practices. These principles emphasize the importance of 

effective boards, transparent financial disclosures, and the 

protection of shareholder rights. They have been widely 

adopted by OECD countries and have influenced governance 

reforms in both developed and emerging markets. 

However, the implementation of corporate governance codes 

has not been uniform across all regions. In developed 

economies, such as those in Europe and North America, 

governance codes are generally more prescriptive and 

enforceable through regulation, with regulators actively 

monitoring compliance. In contrast, many developing 

economies have more flexible, voluntary governance 

frameworks, where adherence to codes is often driven by 

market forces rather than strict legal requirements. The 

challenge for emerging markets lies in balancing the need for 

strong governance with the realities of local institutional 

frameworks and corporate cultures. In these contexts, 

governance codes often need to be adapted to ensure that they 

are not only effective but also culturally and economically 

relevant. 

The effectiveness of corporate governance codes in 

promoting ethical behavior, transparency, and accountability 

has been a subject of ongoing debate (Hamza et al., 2023). 

While the implementation of these codes has led to 

improvements in corporate practices and the reduction of 

financial scandals in some regions, challenges remain. These 

include the resistance to change by entrenched corporate 

elites, the limited enforcement of governance standards in 

certain countries, and the potential for governance codes to 

be seen as mere compliance exercises rather than tools for 

fostering genuine corporate accountability. The evolution of 

corporate governance codes has been shaped by a 

combination of corporate scandals, regulatory changes, and 

societal expectations. From the Cadbury Report to the 

Sarbanes-Oxley Act and the King Codes, significant 

milestones have contributed to the development of 

comprehensive governance frameworks that seek to ensure 

accountability, transparency, and ethical conduct in business. 

While global adoption has been widespread, the variation in 

implementation and effectiveness across regions suggests 

that further refinement and adaptation of these codes are 

necessary to address emerging challenges and to strengthen 

corporate governance globally (Collins et al., 2023; Ogbuagu 

et al., 2023). 

 

2.2 Core principles of corporate governance codes 

Corporate governance codes serve as essential frameworks 
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designed to ensure the effective, ethical, and transparent 

functioning of corporations. These codes provide guidelines 

for companies to operate in ways that promote accountability, 

integrity, and fairness while aligning the interests of 

management, shareholders, and other stakeholders as shown 

in figure 1. The core principles of corporate governance are 

built on the foundation of transparency, accountability, 

fairness, risk management, and the protection of stakeholder 

rights. Over time, these principles have evolved, and 

governance codes have become integral in ensuring that 

corporations act responsibly while driving long-term value 

creation. 

 

 
 

Fig 1: Core Principles of Corporate Governance Codes 
 

One of the primary pillars of corporate governance is 

transparency, which refers to the openness and clarity with 

which a company operates (Adewale et al., 2023). 

Transparency is critical in fostering trust among stakeholders, 

including shareholders, employees, customers, and 

regulatory bodies. It is achieved through clear and accurate 

financial reporting, timely disclosure of material information, 

and the use of accessible communication channels. Corporate 

governance codes typically require companies to disclose 

relevant financial and non-financial information, such as the 

financial performance, risk exposure, management 

compensation, and governance structures. This level of 

transparency ensures that stakeholders have the information 

necessary to make informed decisions and hold management 

accountable for their actions. 

Closely tied to transparency is accountability, which refers to 

the responsibility of executives and directors to answer for 

their actions and decisions. In well-governed companies, 

accountability is embedded in the corporate governance 

structure, with mechanisms in place to ensure that the board 

of directors and management act in the best interests of the 

shareholders and other stakeholders. The establishment of 

independent audit committees, which monitor the integrity of 

financial reporting and internal controls, is a key component 

of this accountability (Adekunle et al., 2023). Audit 

committees help ensure that management’s financial 

statements are accurate, complete, and compliant with 

regulatory standards. Furthermore, governance codes 

emphasize the need for clear mechanisms for evaluating 

management’s performance and holding them accountable 

for their strategic decisions. 

Fairness is another core principle that underpins corporate 

governance codes. Fairness ensures that all stakeholders, 

especially shareholders, are treated equitably. Governance 

codes often include provisions to protect minority 

shareholders from being disadvantaged by controlling 

shareholders or management (Odunaiya et al., 2023). This 

can be achieved through mechanisms such as equal voting 

rights, fair treatment in financial transactions, and disclosure 

of related-party transactions. Ensuring fairness helps prevent 

corporate abuses and conflicts of interest, ensuring that all 

parties are treated impartially and justly. 

A critical element of corporate governance is the role of the 

board of directors and its various sub-committees, such as 

audit and risk committees (Okeke et al., 2023). The board is 

tasked with overseeing the management of the company and 

ensuring that it operates in line with the interests of 

shareholders. Corporate governance codes typically provide 

guidelines on the composition of the board, emphasizing the 

importance of having a diverse group of independent 

directors who can bring a range of perspectives and expertise 

to decision-making. Independence is crucial, as it prevents 

conflicts of interest and ensures that the board can effectively 

challenge management decisions. In addition to the board’s 

general oversight responsibilities, the audit committee plays 

a central role in safeguarding financial integrity. It oversees 

the external audit process, ensuring that financial statements 

are accurate and free from material misstatements. 

Internal controls also play a vital role in corporate 

governance, providing safeguards against fraud, 

mismanagement, and errors. These controls, which include 

processes and procedures designed to ensure accurate 

financial reporting, operational efficiency, and compliance 

with laws and regulations, help mitigate the risk of financial 

scandals. Corporate governance codes often emphasize the 

need for robust internal control systems to detect and address 

potential weaknesses before they result in significant issues. 

Effective internal controls, coupled with an independent audit 

function, enhance accountability and transparency, providing 

stakeholders with confidence in the company’s operations 

(Ayodeji et al., 2023). 

Governance codes also include detailed guidelines for risk 

management, helping companies identify, assess, and 

mitigate potential risks. These risks can range from financial 

and operational risks to reputational and strategic risks. The 

emphasis on risk management within governance codes 

underscores the need for companies to take a proactive 

approach to identifying and addressing risks before they 

escalate into more serious issues. Risk management 

processes should be integrated into the company’s strategic 

decision-making, with clear oversight by the board of 

directors and relevant committees (Adekunle et al., 2023). 

The effectiveness of risk management systems is also 

assessed through regular internal audits and reviews of risk 

mitigation strategies. 

In addition to financial considerations, corporate governance 

codes emphasize the importance of ethics and integrity in 

corporate conduct. Companies are encouraged to adopt a 

strong ethical framework, which guides the behavior of 

employees, executives, and directors. Ethical behavior is not 

only crucial for maintaining the reputation of the company 

but also for fostering long-term relationships with 

stakeholders. Corporate governance codes may include 

specific provisions for dealing with conflicts of interest, 

bribery, and corruption, ensuring that companies maintain 

high ethical standards in all aspects of their operations 
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(Okeke et al., 2023). 

Finally, corporate governance codes increasingly place 

emphasis on stakeholder rights and corporate social 

responsibility (CSR). Governance frameworks recognize that 

companies have obligations not just to their shareholders but 

also to their employees, customers, suppliers, and the 

communities in which they operate. CSR initiatives are 

encouraged, as they demonstrate a company’s commitment 

to environmental sustainability, social welfare, and ethical 

business practices. The protection of stakeholder rights 

whether through fair labor practices, customer protection, or 

environmental stewardship aligns with the broader goals of 

corporate governance to ensure that businesses contribute 

positively to society (Adekunle et al., 2023). The core 

principles of corporate governance codes transparency, 

accountability, fairness, risk management, and stakeholder 

protection—serve as the foundation for ethical and 

responsible corporate practices. By establishing clear 

guidelines for the roles of boards of directors, audit 

committees, and management, corporate governance codes 

help mitigate the risks of financial scandals and ensure the 

long-term success of companies. As corporate governance 

practices continue to evolve, these principles remain essential 

in promoting responsible business conduct and fostering trust 

among all stakeholders. 

 

2.3 Financial scandals and their impact on corporate 

governance 

Financial scandals have long been a significant concern in the 

global business environment, with far-reaching implications 

for companies, shareholders, regulators, and the broader 

economy. These scandals typically result from systemic 

failures in financial oversight, weak corporate governance 

practices, and unethical behavior among corporate leaders 

(Adewale et al., 2023). Notable cases like Enron, Lehman 

Brothers, and Wirecard serve as prime examples of how 

corporate governance lapses can lead to catastrophic financial 

collapses, impacting not only the companies involved but 

also public trust in financial systems and regulatory 

institutions. 

One of the most infamous financial scandals in recent history 

is the collapse of Enron in 2001, which is widely regarded as 

a turning point for corporate governance in the United States. 

Enron, once one of the largest energy companies in the world, 

used complex financial instruments and accounting loopholes 

to inflate its earnings and hide massive debts. The company’s 

board of directors, which failed to properly oversee its 

management practices, was complicit in allowing these 

misleading financial practices to continue (Okeke et al., 

2023). Enron’s collapse not only resulted in the loss of 

thousands of jobs and billions of dollars in shareholder value 

but also prompted a reevaluation of corporate governance 

practices in the United States. The scandal led to the 

enactment of the Sarbanes-Oxley Act of 2002, a landmark 

piece of legislation aimed at improving financial reporting, 

internal controls, and auditing practices in public companies. 

Similarly, the Lehman Brothers bankruptcy in 2008 revealed 

deep flaws in corporate governance at one of the largest 

investment banks in the world. The company’s executives 

took excessive risks by investing in subprime mortgage-

backed securities, contributing to the global financial crisis. 

Lehman’s board of directors, whose role was to oversee the 

bank's risk management practices, failed to intervene or 

address these growing risks adequately (Oluwafunmike et al., 

2023). The lack of effective governance mechanisms, 

coupled with an inability to recognize the scale of financial 

instability within the company, culminated in its bankruptcy. 

Lehman Brothers' collapse highlighted the critical need for 

stronger risk management frameworks, independent 

oversight, and more transparent decision-making processes 

within the financial sector. 

More recently, the Wirecard scandal, which came to light in 

2020, showcased the severe consequences of weak corporate 

governance and inadequate regulatory oversight in the tech 

and financial industries. Wirecard, a German payment 

processing company, falsely reported profits and inflated its 

balance sheet, leading to an artificial surge in its stock price 

(Hassan et al., 2023). The company’s top executives were 

later found to have orchestrated the fraud, with the board of 

directors failing to adequately monitor or challenge these 

actions. Wirecard’s auditors, too, were criticized for their 

lack of diligence in detecting the fraud, raising questions 

about the effectiveness of auditing practices and the 

regulatory environment in Germany. The scandal resulted in 

a massive loss of investor confidence, the arrest of top 

executives, and significant damage to Germany’s reputation 

as a financial hub. The Wirecard scandal further underscored 

the risks of failing to implement strong governance structures 

and independent auditing practices. 

These high-profile financial scandals share common themes 

that highlight critical weaknesses in corporate governance. 

One of the most significant failures in these cases is the lack 

of effective oversight by the board of directors. In each 

instance, the boards failed to adequately question or 

challenge management’s decisions, particularly when those 

decisions involved taking excessive risks or engaging in 

fraudulent activities. Corporate governance codes emphasize 

the importance of having an independent and diverse board 

that can provide objective oversight of management’s actions 

(Chukwuma-Eke et al., 2023). In the case of Enron, Lehman 

Brothers, and Wirecard, the boards were either too closely 

aligned with management or lacked the necessary expertise 

to understand the complexities of the companies’ financial 

activities. Another critical weakness exposed by these 

scandals is the failure of internal controls and risk 

management systems. Strong corporate governance 

frameworks require companies to implement effective 

internal controls and risk management strategies to detect and 

mitigate potential risks. Enron’s use of off-balance-sheet 

entities to hide debt, Lehman’s overleveraging of risky assets, 

and Wirecard’s fraudulent accounting practices all resulted 

from failures in internal control systems. Governance codes 

recommend the establishment of independent audit 

committees that monitor financial reporting, internal 

controls, and risk management practices. In each of these 

cases, the absence of independent, robust audit processes 

allowed these companies to engage in fraudulent activities 

without detection until it was too late. 

The relationship between ineffective corporate governance 

practices and financial scandals is evident in these cases. 

Weak governance structures fail to provide the necessary 

checks and balances to ensure ethical behavior, sound 

decision-making, and the protection of stakeholder interests. 

Poor corporate governance practices, such as inadequate 

board oversight, lack of transparency, and ineffective internal 

controls, create an environment where fraud, 

mismanagement, and unethical practices can thrive (Okolie 

et al., 2023). When these practices go unchecked, they not 
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only put companies at risk but also damage the broader 

financial system and undermine public trust in markets and 

regulatory bodies. 

These scandals also expose the moral hazard in corporate 

governance, where executives and board members may 

engage in risky or unethical behavior without fear of 

repercussions, particularly when there is insufficient 

oversight or accountability. In these instances, corporate 

leaders are incentivized to pursue short-term gains, often at 

the expense of long-term sustainability, shareholders, 

employees, and the broader economy. The consequences of 

financial scandals are profound, not only for the companies 

involved but also for the global economy. The loss of investor 

confidence, job insecurity, and economic instability that arise 

from corporate collapses highlight the importance of sound 

corporate governance practices (Bristol-Alagbariya et al., 

2023). The impact of these scandals is felt across industries, 

as investors demand more robust oversight and transparency 

from companies. Furthermore, these events often prompt 

regulatory reforms aimed at strengthening corporate 

governance frameworks and improving financial reporting 

standards. Financial scandals such as those involving Enron, 

Lehman Brothers, and Wirecard demonstrate the far-reaching 

consequences of weak corporate governance practices. The 

failure to implement effective oversight, risk management, 

and internal controls creates an environment in which 

financial misconduct can flourish (Okeke et al., 2023). 

Strengthening corporate governance frameworks, ensuring 

independent oversight, and enhancing transparency are 

essential steps in mitigating the risk of future scandals. By 

learning from past failures, regulators, companies, and 

stakeholders can work together to build a more resilient and 

ethical corporate environment. 

 

2.4 Effectiveness of corporate governance codes in 

mitigating scandals 

Corporate governance codes have been developed and 

implemented worldwide to address the growing concerns 

over financial scandals and corporate misconduct (Edwards 

and Smallwood, 2023). These codes outline principles and 

best practices designed to ensure that companies operate 

transparently, ethically, and responsibly. They focus on 

improving accountability, protecting shareholder interests, 

and preventing fraudulent activities that could harm both 

companies and the broader economy. While these 

frameworks have proven effective in some instances, their 

implementation and enforcement often present significant 

challenges, and their overall impact on mitigating financial 

scandals remains a topic of ongoing debate. 

The evolution of corporate governance codes, such as the 

Cadbury Report (1992) in the UK, the Sarbanes-Oxley Act 

(2002) in the US, and the King Codes in South Africa, was 

largely prompted by high-profile financial scandals such as 

Enron, Lehman Brothers, and others. These governance 

codes aim to improve board oversight, enhance financial 

reporting standards, strengthen internal controls, and reduce 

conflicts of interest (Efobi et al., 2023). The overarching goal 

of these frameworks is to create a culture of accountability 

within corporations that would, in theory, deter fraudulent or 

unethical behavior. 

One notable example of the effectiveness of corporate 

governance codes can be seen in companies that have 

implemented strong governance frameworks and 

successfully navigated financial crises. For instance, 

Unilever, a global consumer goods company, is often cited 

for its robust corporate governance practices, including a 

well-structured board of directors, transparent reporting 

processes, and a clear commitment to sustainability and 

ethical conduct (Obi et al., 2023). During the 2008 global 

financial crisis, Unilever maintained its market position and 

reputation largely due to its solid governance structures, 

which allowed for effective decision-making and crisis 

management. Similarly, Nestlé has consistently ranked 

highly in global corporate governance assessments, using its 

clear governance policies to manage risk and adapt to 

economic downturns, ensuring that it avoids the kind of 

catastrophic scandals that have plagued other companies. 

In contrast, companies with weak governance frameworks 

have often struggled to manage crises effectively, leading to 

scandals and financial instability. For example, the collapse 

of Enron in 2001 can be partially attributed to the failure of 

the company’s board of directors to effectively oversee 

management's actions. Enron’s financial manipulations, 

which involved complex accounting practices to hide debt, 

were overlooked by a compliant board, highlighting the 

inadequacy of governance structures (Uwumiro et al., 2023). 

The enactment of the Sarbanes-Oxley Act following this 

scandal aimed to strengthen corporate governance by 

imposing stricter regulations on financial reporting and 

internal controls. However, despite the increased focus on 

transparency, the Enron scandal demonstrated that even well-

intentioned governance codes may not prevent misconduct if 

they are not adequately enforced. 

Another case study that exemplifies the need for strong 

corporate governance is Lehman Brothers, whose failure in 

2008 contributed to the global financial crisis. Lehman’s 

board of directors and executives ignored warning signs of 

excessive risk-taking, including overexposure to subprime 

mortgages. While the Sarbanes-Oxley Act was already in 

effect, the company’s leadership failed to align with the 

guidelines outlined in the governance code, leading to its 

eventual bankruptcy. The scandal underscored the necessity 

of boards to take an active role in risk management, as well 

as the importance of regulatory oversight in ensuring that 

governance codes are implemented correctly (Balogun et al., 

2021). 

While corporate governance codes have had some success in 

reducing financial scandals, there are several challenges and 

limitations in their implementation and enforcement. One key 

issue is that governance codes often lack enforceability. In 

many jurisdictions, corporate governance codes are voluntary 

rather than mandatory, meaning that companies are 

encouraged to follow them but are not legally bound to do so 

(Onotole et al., 2022). As a result, compliance with these 

codes may be inconsistent, with some companies selectively 

adopting practices that suit their needs while ignoring others. 

In cases where governance frameworks are not enforced 

rigorously, companies may be able to engage in unethical or 

fraudulent activities without facing meaningful 

consequences. 

Moreover, cultural and contextual differences can affect the 

implementation of corporate governance codes across 

regions. However, in other countries, governance codes may 

not be as effectively tailored to the local context, and as a 

result, they may be less relevant or practical. The 

globalization of markets further complicates the matter, as 

multinational corporations must navigate different 

governance standards in various jurisdictions, leading to 
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challenges in maintaining consistency across borders. 

Another significant challenge lies in the lack of independent 

oversight. While many corporate governance codes 

emphasize the importance of independent boards and audit 

committees, there is often a disconnect between the spirit of 

these guidelines and their implementation in practice. In 

some cases, boards may not be sufficiently independent from 

management, and audit committees may lack the resources or 

expertise to effectively monitor financial reporting and 

internal controls (Ogunyankinnu et al., 2022). This can 

undermine the very purpose of governance codes, allowing 

companies to evade accountability. 

Finally, the evolving nature of financial markets presents an 

ongoing challenge for corporate governance. As financial 

instruments and markets become increasingly complex, 

traditional governance frameworks may struggle to keep 

pace. New issues such as cybersecurity, environmental, 

social, and governance (ESG) concerns, and the rise of 

artificial intelligence in financial decision-making, all require 

updates and adaptations to existing governance codes to 

ensure that they remain relevant and effective in managing 

emerging risks. While corporate governance codes have had 

a significant impact on reducing financial scandals, their 

effectiveness is not absolute. The case studies of companies 

like Unilever and Nestlé demonstrate the potential for strong 

governance frameworks to safeguard against crises, but the 

examples of Enron and Lehman Brothers show that 

governance failures can still occur. Challenges such as the 

voluntary nature of these codes, cultural differences, and the 

need for independent oversight highlight the limitations of 

current governance structures (Chukwuma-Eke et al., 2021). 

Moving forward, it is essential for corporate governance 

codes to evolve continuously, incorporating lessons from past 

scandals and adapting to the complexities of modern financial 

markets. Enhanced enforcement mechanisms, along with 

more tailored, context-sensitive approaches, will be crucial in 

improving the effectiveness of these codes in mitigating 

future financial scandals. 

 

2.5 Barriers to effective corporate governance code 

implementation 

Corporate governance codes play a crucial role in ensuring 

transparency, accountability, and ethical business conduct. 

However, despite their widespread adoption, the 

effectiveness of these governance frameworks is often 

hindered by several barriers as shown in figure 2. The 

successful implementation of corporate governance codes 

requires not only well-structured policies but also a robust 

system of enforcement, cultural alignment, and resistance 

mitigation (Okeke et al., 2022). This examines the key 

challenges that limit the effectiveness of corporate 

governance codes, including a lack of enforcement 

mechanisms, cultural and organizational resistance, 

corporate greed and inadequate oversight, and the influence 

of external factors such as political pressures and regulatory 

capture. 

One of the primary barriers to the effective implementation 

of corporate governance codes is the lack of enforcement and 

compliance mechanisms. In many jurisdictions, governance 

codes are not legally binding but rather operate on a "comply 

or explain" basis, meaning companies can choose to follow 

the guidelines or provide reasons for non-compliance 

(Adewale et al., 2021). This voluntary approach often results 

in inconsistent application, as some companies merely pay lip 

service to governance principles without genuinely 

integrating them into their corporate structures. 

Even in cases where corporate governance codes are backed 

by regulations, enforcement remains a challenge due to 

regulatory inefficiencies and resource constraints. Regulatory 

bodies often lack the capacity to conduct thorough audits and 

impose penalties on violators, especially in emerging markets 

where institutional frameworks are still developing. The 

weakness of legal systems and the influence of powerful 

corporate entities can further undermine governance 

enforcement, allowing non-compliant firms to evade 

accountability (Adepoju et al.., 2022). Moreover, financial 

institutions and external auditors, who play a crucial role in 

corporate oversight, sometimes fail to uphold governance 

standards. High-profile scandals such as Wirecard in 

Germany and Enron in the United States highlight how 

inadequate external auditing and weak regulatory 

enforcement can allow companies to engage in fraudulent 

activities despite the presence of governance codes. 

Another major challenge in implementing corporate 

governance codes is cultural and organizational resistance. 

Governance reforms often require significant changes to 

corporate structures, management practices, and decision-

making processes, which may be met with resistance from 

executives and employees accustomed to traditional ways of 

operating. In many regions, particularly in family-owned 

businesses and state-owned enterprises, corporate 

governance principles emphasizing transparency and 

independent oversight may clash with deeply rooted 

traditions of centralized control. In such cases, boards of 

directors and management teams may view governance 

reforms as a threat to their authority and decision-making 

power. Additionally, corporate cultures that prioritize short-

term profits over long-term sustainability may resist 

governance codes that impose stricter financial reporting and 

risk management protocols. This resistance is particularly 

strong in industries where aggressive expansion and profit 

maximization are emphasized, such as investment banking 

and technology startups (Adekola et al., 2022). Without a 

cultural shift that values governance as an essential part of 

business success, compliance with governance codes is likely 

to be superficial at best. 

 

 
 

Fig 2: Barriers to Effective Corporate Governance Code 

Implementation 
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Corporate greed, coupled with a lack of transparency and 

oversight, is a persistent barrier to the effectiveness of 

governance codes (Ofodile et al., 2020). Many financial 

scandals, including those of Lehman Brothers, Volkswagen, 

and Theranos, have revealed that when corporate executives 

prioritize personal financial gain over ethical conduct, 

governance codes often become ineffective. 

One of the key principles of corporate governance is 

transparency in financial reporting, yet many companies 

manipulate financial statements, hide liabilities, and 

misrepresent earnings to attract investors and boost stock 

prices. Governance codes emphasize strict financial 

oversight, but without strong internal controls and 

independent audit mechanisms, executives can still engage in 

accounting fraud and other deceptive practices. 

Inadequate oversight by boards of directors also contributes 

to governance failures. While governance codes emphasize 

the role of independent directors in monitoring corporate 

decisions, the reality is that many board members lack the 

expertise, independence, or willingness to challenge 

management. This is particularly true in cases where boards 

are composed of individuals with close ties to company 

executives, leading to conflicts of interest and a reluctance to 

enforce governance principles. Furthermore, whistleblower 

protection mechanisms, which are crucial for uncovering 

corporate misconduct, are often weak or non-existent in many 

organizations. Employees who attempt to expose fraudulent 

activities may face retaliation, discouraging them from 

reporting governance violations (Adewale et al., 2022). This 

lack of transparency and internal accountability creates an 

environment where corporate misdeeds can flourish despite 

the existence of governance codes. 

The effectiveness of corporate governance codes is also 

undermined by external factors such as political pressures 

and regulatory capture. Governments and regulatory agencies 

are responsible for enforcing corporate governance standards, 

but in some cases, they are influenced by powerful 

corporations or special interest groups. Regulatory capture 

occurs when regulatory agencies, instead of acting in the 

public interest, become dominated by the very industries they 

are supposed to regulate (Olorunyomi et al., 2022). This is 

often seen in the financial sector, where large corporations 

use lobbying, political contributions, and industry 

connections to shape governance regulations in their favor. 

As a result, enforcement agencies may be reluctant to take 

action against corporate misconduct, allowing firms to 

operate with minimal oversight. 

Political instability can also hinder governance reform 

efforts. In many developing economies, where state-owned 

enterprises play a dominant role in economic activity, 

governance codes may be applied selectively or ignored 

altogether due to political interference. Governments may 

shield politically connected firms from regulatory scrutiny, 

weakening the overall governance environment (Ogunsola et 

al., 2021). Additionally, globalization has introduced 

challenges in governance standardization, as multinational 

corporations must comply with varying governance codes 

across different jurisdictions. While organizations such as the 

OECD and the Financial Stability Board have pushed for 

global governance harmonization, the lack of uniform 

enforcement mechanisms allows companies to engage in 

regulatory arbitrage, choosing to operate in regions with 

weaker governance standards. 

The implementation of corporate governance codes is crucial 

for ensuring ethical business practices and preventing 

financial scandals. However, several barriers hinder their 

effectiveness, including weak enforcement mechanisms, 

cultural resistance, corporate greed, and external political 

pressures. These challenges highlight the need for stronger 

regulatory oversight, independent board governance, and 

cultural shifts within corporations to promote genuine 

compliance with governance codes. 

To address these barriers, regulators must enhance 

enforcement capabilities, ensuring that governance violations 

lead to significant penalties. Companies should foster a 

culture of transparency and accountability, where ethical 

conduct is prioritized over short-term financial gains. 

Moreover, independent board oversight, stronger 

whistleblower protections, and measures to reduce regulatory 

capture are necessary to uphold governance integrity 

(Chukwuma-Eke et al., 2022). While governance codes 

provide a valuable framework for corporate accountability, 

their true effectiveness depends on the commitment of 

companies, regulators, and stakeholders to uphold ethical 

business practices. Without meaningful reforms and 

proactive enforcement, corporate governance codes will 

remain guidelines on paper rather than effective tools for 

preventing financial misconduct. 

 

2.6 Future prospects for corporate governance codes 

Corporate governance codes have evolved significantly over 

the past few decades, adapting to new business environments 

and regulatory landscapes (Adekunle et al., 2021). As 

corporate scandals, financial crises, and technological 

advancements continue to reshape the global economy, 

governance frameworks must also advance to ensure 

effective oversight, accountability, and ethical business 

conduct. This explores the future prospects for corporate 

governance codes, focusing on emerging trends such as 

sustainability, digital transformation, and diversity; the role 

of technology in enhancing governance standards; and 

recommendations for improving the effectiveness of 

governance codes in preventing future financial scandals. 

Corporate governance is undergoing a transformation driven 

by economic, technological, and societal changes. Several 

emerging trends are reshaping governance codes, including 

sustainability, digital transformation, and diversity and 

inclusion. 

Environmental, social, and governance (ESG) considerations 

have become a critical component of corporate governance. 

Investors, regulators, and stakeholders now demand greater 

corporate responsibility in addressing climate change, social 

impact, and ethical governance. Governance codes are 

increasingly incorporating sustainability principles, requiring 

companies to disclose carbon emissions, environmental risks, 

and social impact metrics. The growing influence of ESG 

frameworks, such as the Task Force on Climate-Related 

Financial Disclosures (TCFD) and the Global Reporting 

Initiative (GRI), indicates that future governance codes will 

emphasize long-term sustainability over short-term profits. 

The digitalization of business operations has introduced new 

governance challenges related to cybersecurity, data privacy, 

and digital ethics. Companies are now expected to implement 

robust data governance policies to safeguard sensitive 

information and prevent cyber threats. Governance codes are 

evolving to mandate stricter cybersecurity measures, data 

protection protocols, and digital risk management (Okeke et 

al., 2022). The integration of AI-driven risk assessment tools 



 International Journal of Management and Organizational Research  www.themanagementjournal.com 

 
    304 | P a g e  

 

and blockchain-enabled transparency mechanisms will 

further enhance governance standards in the digital era. 

Diversity and inclusion have become key governance 

priorities as companies recognize the value of diverse 

leadership teams (Odunaiya et al., 2022). Governance codes 

are increasingly emphasizing gender diversity, minority 

representation, and inclusive decision-making in corporate 

boards. Regulations such as California’s Board Diversity 

Law and corporate policies encouraging gender-balanced 

leadership structures signal a shift towards more inclusive 

governance practices. Future governance codes will likely 

impose stricter diversity requirements to ensure equitable 

representation in corporate leadership. 

Technology is playing a transformative role in strengthening 

corporate governance frameworks, enhancing transparency, 

and improving regulatory compliance (Okeke et al., 2022). 

Several advanced technologies are shaping the future of 

governance codes, including Artificial intelligence (AI), 

Blockchain, and Big data analytics as shown in figure 3. 

AI is revolutionizing corporate governance by automating 

compliance monitoring, risk assessment, and fraud detection. 

AI-driven analytics can identify governance weaknesses, 

predict financial irregularities, and enhance board decision-

making. Machine learning algorithms can process vast 

amounts of financial data, detecting patterns of misconduct, 

insider trading, and regulatory violations (Okolie et al., 

2022). AI-powered chatbots and virtual assistants also 

facilitate shareholder engagement and corporate disclosures, 

improving governance transparency. 

 

 
 

Fig 3: Advanced technologies are shaping the future of governance 

codes 
 

Blockchain technology is emerging as a powerful tool for 

enhancing accountability and reducing financial fraud. By 

creating immutable, decentralized transaction records, 

blockchain can prevent financial manipulation and 

governance failures. Smart contracts, a feature of blockchain 

technology, can be used to enforce automated compliance 

with corporate policies and shareholder agreements. The 

adoption of blockchain in financial auditing, regulatory 

reporting, and shareholder voting will further strengthen 

governance integrity (Okolie et al., 2022). 

The use of Big Data Analytics allows companies to assess 

governance risks in real time, identifying potential 

compliance gaps before they escalate into financial scandals. 

Advanced data analytics tools enable regulatory bodies and 

auditors to monitor corporate performance, detect anomalies 

in financial reports, and assess governance effectiveness. As 

governance codes evolve, data-driven governance 

monitoring will become a standard requirement for 

companies operating in regulated industries. While 

governance codes continue to evolve, several improvements 

are necessary to enhance their effectiveness in preventing 

corporate misconduct and ensuring financial stability. 

Governance codes must be supported by stronger 

enforcement mechanisms to ensure compliance. Regulators 

should increase penalties for governance violations, impose 

mandatory governance reporting, and establish independent 

oversight bodies to monitor corporate behavior. Corporate 

boards must be more accountable and independent to prevent 

governance failures. Governance codes should require; 

Independent audits of board decisions. Mandatory 

governance training for board members. Whistleblower 

protection policies to encourage reporting of misconduct 

Governance codes should incorporate AI and blockchain to 

improve transparency, automate compliance, and detect fraud 

(Adepoju et al., 2022). Companies should be encouraged to 

adopt AI-driven governance risk assessment tools and 

implement blockchain-based financial reporting systems. 

Governance codes must require mandatory ESG disclosures 

to ensure companies adhere to sustainable business practices. 

Regulators should enforce climate-related risk assessments, 

carbon footprint disclosures, and sustainable investment 

strategies to align corporate behavior with global 

sustainability goals. With globalization, companies operate 

across multiple jurisdictions with varying governance 

regulations. There is a need for harmonization of governance 

codes to ensure uniform compliance standards. Organizations 

such as the OECD and International Corporate Governance 

Network (ICGN) should establish global governance 

benchmarks to promote consistency in governance practices. 

The future of corporate governance codes will be shaped by 

emerging trends such as sustainability, digital transformation, 

and diversity, alongside technological advancements like AI, 

blockchain, and Big data analytics (Okeke et al., 2022). 

These developments will enhance corporate transparency, 

risk management, and regulatory compliance, strengthening 

governance integrity. However, for governance codes to 

remain effective, enforcement mechanisms must be 

strengthened, board accountability must be enhanced, and 

AI-driven governance solutions must be adopted. 

Furthermore, ESG and sustainability reporting should 

become mandatory, and global governance harmonization 

efforts should be prioritized. 

As corporate governance continues to evolve, its success will 

depend on collaboration between regulators, businesses, and 

stakeholders to ensure ethical corporate practices, financial 

stability, and long-term sustainability (Elujide et al., 2021). 

Future governance codes must be dynamic, adaptable, and 

technology-driven to address the complex challenges of the 

modern corporate landscape. 

 

3. Conclusion 

Corporate governance codes have played a crucial role in 

enhancing transparency, accountability, and ethical conduct 

in the financial sector. This has explored the evolution of 

corporate governance frameworks, the core principles that 

define governance codes, and their effectiveness in 
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mitigating financial scandals. It has also highlighted the 

barriers to effective implementation and future prospects for 

governance codes, including the integration of emerging 

technologies such as AI, blockchain, and Big Data Analytics. 

One of the key findings is that corporate governance codes 

are essential in preventing financial scandals by enforcing 

transparency, risk management, and board accountability. 

However, the effectiveness of these codes is often 

undermined by weak enforcement mechanisms, cultural 

resistance, and external pressures such as political 

interference and regulatory capture. Case studies of financial 

scandals such as Enron, Lehman Brothers, and Wirecard 

demonstrate how inadequate governance structures 

contribute to corporate failures, emphasizing the need for 

continuous improvements in governance frameworks. 

To safeguard against future financial scandals, corporate 

governance codes must be strengthened through stricter 

enforcement, improved board oversight, and the adoption of 

advanced technologies. Regulatory bodies should implement 

mandatory governance disclosures, promote board 

independence, and ensure that companies comply with 

ethical business standards. Additionally, the integration of AI 

and blockchain can enhance governance transparency, 

automate compliance monitoring, and reduce the risk of 

fraud. 

Looking ahead, the future of corporate governance will be 

shaped by sustainability, digital transformation, and evolving 

stakeholder expectations. Strong governance codes will not 

only prevent corporate misconduct but also promote long-

term business sustainability, investor confidence, and ethical 

decision-making. As businesses navigate an increasingly 

complex global economy, corporate governance must remain 

dynamic, adaptive, and technology-driven to foster 

responsible corporate leadership and financial stability. 
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