Small companies can also implement Corporate Governance Practices

The application of Corporate Governance practices is not restricted to large companies.  It is the opinion of administrator, Luciano Carvalho Ventura, who spoke on this topic at the CRA-SP, that all companies can benefit from this management system.

Corporate Governance can be defined in many ways: decision process methods, methods of allocating power between shareholders, the board of directors, and management.

The core objective of any governance structure must be the company’s freedom to operate in the best possible manner.  For this reason, it is the belief of administrator and consultant, Luciano Carvalho Ventura, that any company, of any size can implement these practices.  Explains he, “The fundamentals of Corporate Governance may appear complex, but they are not.  They consist of a group of basic controls that govern the running of a company".

Basically, under this management system, the shareholders elect the members of the Board of Directors to represent them. The board of directors selects the executive management board, and decisions are taken in the most transparent manner in such a way that the shareholders can exact responsible action by the Board and senior company officers.

Recently, Congress approved a law governing the rights of minority shareholders.  This will significantly encourage businesses to implement Corporate Governance practices.

Says Ventura, “Brazil’s new Corporation Law became significantly distorted in relation to its original aim, which was to attract investments to the Brazilian capital market.  Nevertheless, within the political limitations of its controversial nature, it has been approved by the House of Representatives”.

According to Ventura, the modifications approved were advances deemed feasible for the present environment.  It is now up to minority shareholders to learn and exercise their new rights, as permitted under this new legislation.  Says he, “After the Senate has examined and, who knows, retrieved some of the rights established in the original draft, this could actually happen”.

Transparency

According to Ventura, transparency is one the chief qualities of any company’s corporate governance, and must certainly include disclosure of corporate governance practices to the market.  As Ventura says, “This procedure, which has been implemented for many years by several US and European companies, was pioneered in Brazil by WEG followed by Perdigão”.

He continued, “Early in the year, these companies published in their directors’ reports, a specific chapter on the corporate governance practices they had implemented.  True, in both cases, the description was very brief, but without a shadow of doubt, this is an excellent start and an example to other companies”.  

Ventura believes that publicly traded Brazilian companies are quicker to disclose data.  This is evidenced by the fact that, at the end of February, 54 companies published their financial statements for 2000 as compared with 56 last year.

Ventura also pointed out, “On the other hand, the contribution of the Internet to transparency increases daily. Souza Cruz was the first publicly traded company to cease producing its annual reports in printed form, and now only uses the global computer network to disclose its financial data”.

The disclosure of information to entrepreneurs plays a crucial role in publicly promoting this system. Detailed corporate governance practice information can be found information can be found in the www.lcvco.com.br site, allied to data on how these can be implemented by companies and the benefits deriving from this type of management.

