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ABSTRACT

Purpose: Corporate governance plays a crucial role in protecting the interests of
shareholders and other stakeholders. In this context, neuro-governance seeks to
assist companies in attaining organizational success and safeguarding the
interests of all stakeholders by utilizing insights from various scientific
disciplines. Consequently, the aim of this research is to explore the role of neuro-
governance at the intersection of neuroscience and corporate governance.
Method: This study is practical in nature and is classified as descriptive-
exploratory correlational research. The population comprises managers from
manufacturing companies, with a sample size of 171 participants. Data were
collected through a questionnaire, utilizing the snowball sampling method. The
study was carried out during the third quarter of 2024, and the data were
analyzed using structural equation modeling. Findings: The research findings
demonstrate that all four independent variables—neuro-accounting, neuro-
economics, neuro-ethics, and human nature—have a significant impact on neuro-
governance. Neuro-accounting plays a vital role in guiding managers' financial
and economic decision-making processes, while neuro-economics assists
managers in optimizing the allocation of scarce resources. Neuro-ethics are
essential for understanding and explaining the ethical decisions made by
managers, and a thorough comprehension of human nature can aid in preventing
unethical behavior and misconduct within organizations. Conclusion: The results
of this research indicate that neuro-governance can improve corporate
governance practices and business decision-making by providing new and more
effective approaches. Overall, examining the human brain and the factors that
influence it can significantly contribute to a deeper understanding of
organizational decision-making processes.
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Introduction

Corporate governance, understood as a structured framework of rules, practices, and processes,
is indispensable for directing and controlling companies while safeguarding the interests of
diverse stakeholders. By emphasizing accountability, transparency, and the effective handling of
organizational challenges, it establishes the objectives and mechanisms that guide business
operations (Teixeira & Carvalho, 2024; Banda, 2023). When corporate governance systems are
weak or fragmented, organizations become more vulnerable to inefficiencies, financial
irregularities, and ethical lapses, which may ultimately erode stakeholder trust. Consequently,
strengthening corporate governance through innovative perspectives has become an unavoidable
priority.

Despite its recognized importance, the neuroscientific foundations of decision-making in
corporate governance have received little scholarly attention. Although neuroscience offers
valuable insights into brain functions such as perception, judgment, emotion, and behavior,
most research in management and organizational studies has focused on technical applications,
such as artificial neural networks, rather than the cognitive and ethical bases of managerial
decisions. Emerging areas including neuro-accounting, neuro-economics, and neuro-ethics
remain underexplored despite their potential to deepen understanding of how decision-makers
actually think and act (Farmer, 2007; lvascu et al., 2022).

Neuro-governance—an interdisciplinary field combining neuroscience and governance—
responds to this gap by providing a holistic perspective on human behavior in organizational
decision-making. This approach integrates concepts from politics, economics, psychology, and
business administration with neuroscientific evidence to explain why managers behave as they
do, how ethical lapses arise, and which internal or external factors shape organizational
outcomes (lvascu et al., 2022). Particularly, neuro-governance highlights the role of human
nature, moral impulses, and non-self-interested motivations alongside traditional economic
incentives in shaping decision-making processes (Beauregard, 2019; Trettenbrein, 2015).

Accordingly, the present study focuses on four key dimensions—neuro-accounting, neuro-
economics, neuro-ethics, and human nature—to explore the neuroscientific underpinnings of
corporate governance. Neuro-accounting examines how accounting principles interact with
brain processes in economic decision-making (Ahmad, 2010), neuro-economics analyzes the
drivers of human choices and predicts behavioral patterns (Abreu, 2010), and neuro-ethics
integrates neuroscience with ethical philosophy to explain moral reasoning. By investigating
these elements collectively, this research seeks to develop a richer understanding of
organizational decision-making and the factors contributing to misconduct and unethical
behavior.

Methods
This study adopted a descriptive—exploratory correlational design and employed a structural
equation modeling (SEM) approach. Data were collected through a questionnaire distributed
using a snowball sampling technique, which was selected due to limited access to the target
population of managers. The research population consisted of administrative and financial
managers from manufacturing companies. In the absence of official statistics, the sample size
was set at 171 participants, and data collection was carried out during the third quarter of 2024.
All study variables were measured using a five-point Likert scale ranging from “strongly
disagree” to “strongly agree,” with five items used to assess each construct. The adequacy of the
sample and the suitability of the data for factor analysis were verified using the Kaiser—Meyer—
Olkin (KMO) measure and Bartlett’s test of sphericity. Reliability of the measurement
instrument was evaluated through composite reliability (CR) and average variance extracted
(AVE). Data analysis was performed using structural equation modeling (SEM).
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Findings

The findings reveal that the research variables—neuro-accounting, neuro-economics, neuro-
ethics, and human nature—have a significant influence on neuro-governance. Specifically, the
results indicate that neuro-economics has the strongest effect (0.422) on neuro-governance,
while neuro-accounting exhibits the weakest effect (0.227). The coefficient of determination
(R?) for the dependent variable, neuro-governance, is 0.608, meaning that approximately 61% of
the variation in neuro-governance can be explained by the independent variables: neuro-
accounting, neuro-economics, neuro-ethics, and human nature. The Tobin's Q index (Q2), which
measures the predictive relevance of the model, was found to be 0.301, indicating a good fit and
acceptable predictive capabilities of the research model. According to the effect size (f2), the
relationships between the variables are statistically significant. Notably, the relationship
between neuro-economics and neuro-governance is strong, while the relationships involving the
other three independent variables are of medium strength. Furthermore, the standardized root
mean squared residual (SRMR) value of 0.061 is below the threshold of 0.08, confirming that
the research model demonstrates good fit and validity.

Discussion & Conclusion

The objective of this study was to investigate the role of neuro-governance in explaining and
predicting the behaviors of corporate directors, as well as in reducing unethical conduct among
them. While psychology primarily focuses on human behavior through the lens of internal
factors such as personality and emotions, neuro-governance takes into account both internal and
external factors, including economics, morals, values, and accounting. Consequently, it can be
argued that the insights provided by neuro-governance are more pertinent and reliable compared
to those derived from psychology alone. Moreover, neuro-governance plays a crucial role in
elucidating and forecasting the behaviors and actions of company managers by deepening the
understanding of the decision-making process. This is achieved by enabling the examination of
human behavior across a range of contexts and situations.

This study contributes to the existing literature by demonstrating how the human brain is
engaged within the context of neuro-governance. The research findings show that neuro-
governance is influenced by four key factors: neuro-accounting, neuro-economics, neuro-ethics,
and human nature. It further underscores the interconnection between the brain, emotions, past
experiences, belief systems, and decision-making knowledge. Consequently, examining the
human brain and the various factors that affect it can play a vital role in enhancing our
understanding of organizational decision-making processes (Thagard, 2007).

Keywords
Neuro-Governance, Neuro-Accounting, Neuro-Economics, Neuro-Ethics, Human Nature.
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