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Abstract 

Corporate governance reforms have been a central focus of policy and regulatory 

efforts within the European Union over the past decade. These reforms aim to 

enhance transparency, accountability, and firm performance while aligning 

corporate behavior with broader economic and social objectives. This paper 

examines the relationship between corporate governance reforms and firm 

performance in the European Union through an interdisciplinary lens combining 

management theory, legal frameworks, and economic analysis. Using recent 

empirical evidence and regulatory developments from 2023 to 2025, the study 

evaluates the effectiveness of governance mechanisms such as board 

independence, shareholder rights, executive remuneration regulation, and 

sustainability reporting requirements. The findings indicate that well-designed 

governance reforms positively influence firm performance and investor 

confidence, though their impact varies across legal systems and economic 

contexts. The paper concludes with policy recommendations to strengthen 

governance convergence across EU member states. 
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economic regulation. 

 

 

1. Introduction 

Corporate governance plays a critical role in shaping firm behavior, market 

stability, and economic development. In the European Union (EU), governance 

reforms have intensified in response to financial crises, corporate scandals, and 

growing concerns over sustainability and stakeholder protection. Recent 

initiatives, including amendments to the Shareholder Rights Directive and 



European Studies: Journal of Management Law and Economics 

ISSN (Online): XXXX-XXXX 
Volume 1, Issue 1, January, 2026 
Website: https://europeanjournals.org  

 

2 | P a g e  
 

enhanced non-financial reporting requirements, reflect the EU’s commitment to 

improving corporate accountability (European Commission, 2023). 

This paper explores how corporate governance reforms influence firm 

performance in the EU by integrating perspectives from management studies, 

law, and economics. It seeks to answer the following questions: 

1. How have recent EU governance reforms reshaped corporate practices? 

2. What is the relationship between governance mechanisms and firm 

performance? 

3. What legal and economic factors condition the effectiveness of governance 

reforms? 

 

2. Literature Review 

2.1 Corporate Governance and Management Theory 

Management literature emphasizes corporate governance as a mechanism to align 

managerial actions with organizational goals and shareholder interests. Board 

structure, executive incentives, and monitoring systems are key determinants of 

strategic decision-making and organizational performance (Tricker, 2024). 

 

2.2 Legal Frameworks in the European Union 

EU corporate governance is shaped by a combination of directives, regulations, 

and national company laws. The Shareholder Rights Directive II has strengthened 

shareholder engagement and transparency in executive remuneration, while 

sustainability reporting obligations have expanded corporate disclosure 

requirements (Enriques & Zetzsche, 2023). 

 

2.3 Economic Perspectives on Governance and Performance 

From an economic standpoint, effective governance reduces agency costs, 

enhances capital allocation efficiency, and improves firm valuation. Empirical 

studies suggest that firms with stronger governance structures tend to exhibit 

higher productivity and lower risk exposure (OECD, 2024). 

 

3. Methodology 

3.1 Research Design 

This study adopts a qualitative and analytical research design, synthesizing 

findings from recent empirical studies, legal texts, and policy reports. 
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3.2 Data Sources 

Data sources include: 

• Peer-reviewed journals in management and economics 

• EU legal documents and policy papers 

• Reports from international economic institutions 

 

3.3 Analytical Approach 

An interdisciplinary framework is applied to assess governance mechanisms 

across legal, managerial, and economic dimensions, focusing on their impact on 

firm performance indicators such as profitability, market value, and investment 

levels. 

 

4. Corporate Governance Reforms in the EU 

Recent EU governance reforms emphasize transparency, long-term value 

creation, and stakeholder engagement. Mandatory disclosure of executive 

remuneration policies and sustainability risks has altered corporate reporting 

practices. Additionally, increased board diversity requirements aim to improve 

decision-making quality and corporate legitimacy (European Commission, 

2024). 

 

5. Governance Mechanisms and Firm Performance 

5.1 Board Structure and Independence 

Independent boards are associated with stronger oversight and reduced 

managerial opportunism. Evidence from EU-listed firms suggests a positive 

relationship between board independence and financial performance. 

 

5.2 Shareholder Rights and Engagement 

Enhanced shareholder voting rights and disclosure obligations have improved 

accountability, though their effectiveness depends on investor sophistication and 

market maturity. 

 

5.3 Executive Remuneration Regulation 

Linking executive pay to long-term performance metrics has reduced short-

termism but has also increased compliance complexity for firms. 
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6. Legal and Economic Challenges 

Despite progress, governance reforms face challenges such as: 

• Divergent national legal traditions 

• Uneven enforcement across member states 

• Compliance costs for small and medium-sized enterprises 

These factors influence the economic impact of governance reforms and may 

limit their effectiveness. 

 

7. Policy Implications 

To strengthen corporate governance outcomes, EU policymakers should: 

• Promote greater harmonization of enforcement mechanisms 

• Support governance capacity building for smaller firms 

• Balance regulatory rigor with economic flexibility 

An integrated policy approach is essential to sustain competitiveness and investor 

trust. 

 

8. Discussion 

The findings highlight that corporate governance reforms are most effective when 

legal rules, managerial practices, and economic incentives are aligned. 

Interdisciplinary collaboration enhances understanding of governance outcomes 

and supports evidence-based policymaking. 

 

9. Conclusion 

Corporate governance reforms in the European Union have contributed positively 

to firm performance and market confidence. However, their impact varies across 

institutional contexts. Continued refinement of governance frameworks, 

informed by interdisciplinary research, is necessary to achieve long-term 

economic and organizational benefits. 
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