
International Journal of Scientific & Engineering Research, Volume 8, Issue 9, September 2017
ISSN 2229-5518

Reflex of political connection on
corporate governance information

internet disclosure by   Brazilian publicly
traded companies

Henrique Scher de Carvalho Santos, *Joshua Onome Imoniana

*Corresponding Authors email: josh.imoniana@usp.br

Abstract— This paper explores how the mechanisms for disclosing corporate governance information by publicly
traded companies are influenced by political connection.  It complements the thoughts on disclosure that utilises
technology and voluntarily furnishes information to stakeholders. It combines content analysis which is supported
by discourse theory and descriptive analysis to provide a background for the interpretative exploratory
contemplations. Analysis covered nine companies listed on the São Paulo Stock Exchange which featured in the
Ibovespa index among the most traded shares. Based on our results, we conclude that disclosure of corporate
governance practices by the Brazilian publicly traded companies does not present any level of differentiation in
relation to political connection compared to the private ones.  Notwithstanding, the companies presented a level of
disclosure below the ideal for their representation, showing that the maturity level of information being
disseminated is still below expectation. Finally, on the general assessment, we infer that there is an influence of
political connection on the organisations.
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1. Introduction

This study investigates the level of disclosure of corporate
governance information over the Internet, for listed companies with or
non-state participation companies by drawing on political connections.

Prior studies have shown that there are linkages between the
political economy and financial reporting (see Bushman, Piotroski &
Smith (2004), Bushman & Piotroski (2006) and Costas (2016).  Other
studies on disclosure through the Internet (see, i.e. Mazzotta & Bronzetti,
2013), political connection influence in disclosure level (see, i.e. Cheng,
Wang, Keung and Bai, 2017).  However, no study has explored this said
connection compared to the private ones, among the publicly traded
companies in Brazil.  This study therefore, fills this gap with an interpre-
tative and exploratory study.

The interpretative study is based on documentary analysis;
couple with analysis of information from the corporate websites pertain-
ing to investors’ relations, as of 20th September, 2016, for nine compa-
nies listed on the Bovespa. This is a purposeful sample, being chosen
companies that make up the Ibovespa index and are among the most
traded stocks, so they apparently needed a good relationship with their
stakeholders.

The work is structured in five sections, which began with this
introduction. Following is a description of the main concepts and studies
related to the theme and that make up the theoretical background. Later,
the methodology and procedures of the research as described. After-
wards, the results of the data analysis are presented and, lastly, the final
consideration.
The majority shareholder, in the case of the private company, is able to
exert his influence directly or via board of directors. The same happens
in the state-owned company, but this situation is amplified by its proba-
ble political influenced environment.  According to Costa (2016) it is
notorious that managers are directly nominated by government executive
power, also serving as a tool to obtain political support.
IBGC (2015) observed that companies must recognise the right of all
shareholders and ensure fairness in treatment and equal access to com-
pany information. The State should be exemplary in this behaviour and
follow the best practices related to equal treatment of minority share-
holders.
Matias-Pereira (2010) evidenced that, public companies are slow and
inflexible in the application of corporate governance practices. On the
other hand, Mendes-da-Silva et al. (2009) advocates increasing demand
for access to business information over the internet.
Also, Mazzota & Bronzetti (2013) observed a positive association be-
tween the extent of firm’s information and corporate governance and
also, a negative association between information from financial reporting
(IFR) and the ownership structure.  They held on the IFR measure taking
into account the content of information presented to investor relations.
In view of the aforementioned, the following question was constructed
and augmented: how do the mechanisms for disclosure of corporate gov-
ernance information by the state-owned companies influenced politically
as compared to privately owned?

Thus, this research aims to explore the means of political connection in
respect to disclosing corporate governance information to users through
the internet.
As ancillary objectives we: a) Consider whether the political connection
of companies whose largest shareholder is the Brazilian government
affects the information disclosed through the Internet; b) Contribute to
the discussion about whether or not there is a difference in the level of
information disclosed by state and private controlled companies with
political connection; and c) Verify compliance with corporate govern-
ance practices listed in the IBGC Code, CVM Primer and Bovespa Novo
Mercado by the companies studied.
Rationale and contributions of the study shows that the importance of the
topic is not farfetched, as several entities, whether governmental or pri-
vate, are dedicated to issuing recommendations on best corporate gov-
ernance practices, following the Brazilian Corporate Governance Insti-
tute (IBGC) and the Brazilian Securities and Exchange Commission
(CVM) of São Paulo Stock Market (Bovespa).  However, empirical stud-
ies covering political connections are very scanty.
Therefore, this research contributes to the production of scientific
knowledge about the political influence for the disclosure of information
on corporate governance. Moreover, the results of this research should
sum up scientific developments in the academic literature on the political
connection in business administration and economic policy in emerging
markets, such as Brazil.
In short, it contributes on (i) comprehending the political connection
among academia and the society at large; (ii) the analysis of emerging
issues in the discussion of political connection and its relationship as it
features in the publicly traded companies where it has future implica-
tions; (iii) on the discourse with its comparison if any, the connections
are projected over the internet; and (iv) supports the analysis of the
acknowledged literatures and the realities of Brazilian environment.
Firstly, the delimitation of this work refers to the verification of the dis-
closure of information through investor relations website.  The purpose-
ful selection of data from this source follows Imoniana et al (2012) who
affirm the sustainability reporting of government establishments not to
mention the private ones that are more consolidated through this media.
Secondly, other disclosure instruments such as physical documents held
by the Brazilian Securities and Exchange Commission (CVM), confer-
ence calls with analysts and investors, articles published by the media
and face-to-face meetings such as meetings of APIMEC (São Paulo`s
Association of Investors in Capital Markets) were drawn upon.
Lastly, limitation concerns the sample analysed, due to the survey based
on the analysis of 9 companies among hundreds of others listed.  In this
sector, these are the only companies existing in Brazil that are publicly
traded   so, the question of the significance of the nine numbers is indis-
putable.  Thus, this factor is mitigated taking into account the representa-
tiveness of the sample according to the volume of shares traded.

2. Literature Review
2.1 Political connection

Political connections may consider the possibility that the members of
higher echelon of an organisation be linked to the government.  One
could identify the hands of the politicians in the nomination of members
of staff, most particularly when the organisation is a state or partially
owned thereby could act with interests directed to the state, with their
political protection.
Political connections in organisations in a plain market equilibrium does
not count well as investor understand that it would not last and does not
assist in consolidating a solidly moulded organisation that would be
competitive.  Political connections may suppress firm-specific infor-
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mation to hide expropriation activities by politicians and their cronies.
Second, politicians exploit their control over regulatory policies to fa-
vour cronies in return for bribes, nepotism, and political support (Gul pp.
937, 2006)).
Budiman, Lin & Singham (2009) showed the performance of state-
controlled companies in Africa, Latin America, Asia and Eastern Europe.
The study points out that often the transparency of these companies is
hampered by political interference, either through omitted information to
avoid comparison with private sector benchmarks or to justify operation-
al inefficiency with societal goals, a typically political attitude.  In re-
spect of this, they would articulate their networks toward meeting the
objectives of the connection.
Ming, Gul & Majid (2016), observed that the political connection of
Malaysian companies were associated with lower financial performance,
lower profits besides higher cost of debt and financial leverage. The
political connections of the companies studied were considered of the
State as shareholder of the companies, and consequently the ability to
appoint more members to the board of directors.
The importance of member diversity in decision boards is addressed by
Nisiyama (2016), which presents results suggesting that the greater di-
versity of the board of directors would be related to the higher level of
leverage and corporate indebtedness. The following interpretation is
possible: "The diversity of the board of directors can mean not only bet-
ter monitoring procedures, but also decisions with greater confidence,
given the expertise and experience of the board.”
Whilst, Cheng, Wang, Keung & Bai (2017) question if corporate politi-
cal connection influence the Environmental Information disclosure Lev-
el? This is especially prevalent in state-owned enterprises where political
connection has a significant positive impact on CEID in the eastern and
western parts of China.

2.2 Corporate governance

Studies like that of Silveira (2002) points out that better corporate gov-
ernance lead companies to be better evaluated by the market and obtain
better operational performance, ultimately contributing to the country's
economic development. Investor protection is essential, both in terms of
compliance with established laws and voluntary attitudes of companies
to promote their governance structure.
Álvares, Giacometti & Gusso (2008) emphasised the idea of corporate
governance coming from Adam Smith, although it was not named in this
way.  In 1776, he argument that business managers could not be ex-
pected to take care of other people's money in the same way they would
do with theirs.

Despite this report from a distant time, it is interesting to treat
the recent history of Corporate Governance a bit further. According to
Pitzer's (2011) dissertation that relates market value to governance prac-
tices, some corporate events have given importance to the topic of Cor-
porate Governance and this has become part of the responsibilities and
concerns of companies. In 2002, the US Congress passed the Sarbanes-
Oxley Act (SOX) in response to corporate "make-up" scandals. Also in
2002, the Securities and Exchange Commission (SEC) introduced com-
plementary standards and the New York Stock Exchange (NYSE) ap-
proved new corporate governance requirements as a condition for listing
companies.

Among the main initiatives to stimulate and improve the cor-
porate governance model in Brazil, following suite with what upheld in
other markets are the reforms of the Brazilian Corporate Law and the
creation of the “Novo Mercado Index” by the São Paulo Stock Exchange
– BOVESPA.  Others were, the Corporate Governance Securities - CVM
and the Best Practices Code of the Brazilian Institute of Corporate Gov-

ernance.  IBGC suggests the adoption of new governance practices by
companies without legal obligations and on a voluntary basis, which
encourages the adoption of better governance practices in order to facili-
tate their access to capital market and contribute to increase transparen-
cy.
Noteworthy that IBGC (2015), has as its main rules the following princi-
ples: transparency, accountability, fairness and corporate responsibility.
Despite the adoption of its practice being voluntary, the institute points
out that its members are motivated to promote governance by idealism,
learning and creating value for their business.
Another example is the creation of the differentiated levels of Corporate
Governance of the companies of the São Paulo Stock Exchange (Bo-
vespa) launched in 2001. According to CVM (2002), the stock exchange
makes it possible to negotiate stocks without being at one of the differen-
tiated levels. However, with the adoption of controls and procedures
established by Bovespa, the company can receive recognition and have
its action classified as Level 1, Level 2 or Novo Mercado (New Mar-
kets).
Procianoy & Verdi (2009) verified that the companies that joined the
new markets present higher levels of liquidity than companies traded in
the traditional BOVESPA market. The conclusion presented by these
authors indicate that the dedication of the company to the practices of
governance, although voluntary disclosure, impacts the financial perfor-
mance of the companies, which can serve as incentive for the companies
to adopt them.
The CVM, in turn, is an entity subordinated to the Ministry of Finance
and, unlike the standards suggested by IBGC and Bovespa, CVM has
powers to discipline, regulate and supervise the performance of market
participants. It is important to note that although the Bovespa has similar
powers, the program of differentiated listing levels is voluntary partici-
pation. In 2012 the CVM presented the corporate governance booklet,
with predominant recommendations that ensure protection to the minori-
ty investor.
Oliveira et al. (2004) in their paper on the adoption of governance prac-
tices by companies in the pulp and paper sector, found that the most
essential differences between the CVM norms and the other sets of
norms emphasises the great attention given to aspects related to disclo-
sure Accounting.
      2.3 Theory of Political Discourse
State intervention in directly productive activities is determined by very
diverse structural and political needs. In the same manner, the formation
of each state business segment and the definition of the roles of each
state enterprise correspond to different structural situations, political
arrangements and technical needs (Abranches (1979). Thus, it is ob-
served that one of the recurring questions in the debates about the role of
state enterprise in market economies refers to the ambiguity of its action,
which characterises a behaviour that varies between its state face that
leads it to achieve political objectives of macroeconomic nature, and its
corporate face that privileges private interests of the company, as criteria
of efficiency and profitability, owned to the private company.
The Theory of political discourse, as proposed by Laclau & Mouffe
(1985), is based on the idea that all social phenomena are mediated
through a discourse, and yet each discourse structures reality differently.
Political discourse should often take positions or identify with some
political project; however, when social aspects are in crisis this position
must be reformulated.  This discourse is drawn upon along our discus-
sion in this paper.
Also, in this discourse, the relationship between control and ownership is
addressed by the agency theory, which according to Arruda, Madruga &
Freitas Jr (2008), serves as a theoretical basis for analysing the relations
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between the participants of a system, in which ownership and control are
designated to distinct persons.  In effect, this could result in conflicts of
interest between individuals involved in the process.  According to Wes-
ton & Brigham (2004), the relationship between shareholders and man-
agers is one of the main agency conflicts, since the interests of managers
should aim to meet shareholders' interests. The agency problem is
grounded on the issue of asymmetric information available to the differ-
ent agents.
 The IBGC (2015) also presents the same agency conflict among mem-
bers of the organisation: Board Members, as well as executives, have a
duty of loyalty to the organisation and not just to the member or group of
members who nominated or elected them. In an attempt to minimise
conflict, the code of corporate governance best practices proposes defini-
tions of independence for board of directors, partners and independent
auditors.
      2.4 Disclosure through the internet
With the advancement of information technology, more precisely in in-
formation technology and telecommunications, the Internet has posi-
tioned itself as one of the main channels of communication between
companies and their stakeholders. It is characterised as an easy, fast,
secure, when the risk of cyber security is mitigated, less expensive chan-
nel for communicating company information to users.
Through the internet it is possible to provide a wide range of information
for different types of users. Kelton & Yang (2008) hold this view when
they argue that the Internet is the only information disclosure tool that
encourages flexible forms of presentation and enables immediate, broad
and cheap communication with investors.
Matias-Pereira (2010) indicates that the state is seeking to adapt and
transfer the experience accumulated by corporate governance from the
private sector, as yet to make its actions more effective, less time-
consuming and flexible way as the private sector. Louzada, Fontes Filho
& Rezende (2010) point out that in the last decade the State has signifi-
cantly expanded the use of the Internet as an instrument to increase
transparency and accountability. The Federal Government has launched
initiatives such as the websites Transparência Brasil
(www.transparencia.org.br) and the Contas Abertas
(www.contasabertas.org.br).  These means have sustained the ideas of
transparency through the corporate websites maintained by the govern-
ment bodies very recently.

3. Methodology

This work is characterized as interpretative with qualitative content
analysis according to Yin (2003) and also adopts categorical thematic
analysis as recommended by Flores (1994). Regarding the approach, this
study is exploratory, since it seeks to discuss the difference in the level
of disclosure of Corporate Governance information for state and private-
ly controlled companies. According to Vergara (2007), this type of re-
search aims to clarify which factors contribute in some way to the occur-
rence of a certain phenomenon.
As for the source data, the research is documentary, since it analyses the
data available on the investor relations websites of the companies studied
for the year 2015. According to Vergara (2007), documentary research is
"carried out in documents kept by public or private organs of any nature
(...) ".

The database used in the study is made up of nine companies,
four of which are mixed capital and state control, two are mixed capital
and private control, and three are privately controlled, with no direct
share of the state as a shareholder. All companies have their shares listed
on the Bovespa and are part of the IBOV benchmark index. In order to
guarantee the representativeness of the selected sample, detailed data

were considered categorizing the companies by economic sector and
group of different shareholders.
The companies selected were: Ambev S.A.; Banco do Brasil S.A.; Cia de
Saneamento Básico do Estado de São Paulo – Sabesp; Cia Energética de
Minas Gerais – Cemig; Itaúsa Investimentos Itaú S.A.; JBS S.A.; Petró-
leo Brasileiro S.A.; Usinas Siderúrgicas de Minas Gerais S.A.; and Vale
S.A.
The selected companies are shown in Table 1, together with a summary
of their characteristics that includes: a) economic sector, b) market value
in R$, c) Bovespa Segment of Corporate Governance, and d) if the com-
pany is listed in the USA through ADR issuance, as a consequence of
this is subject to SEC regulation.

The shown information about the selected companies demon-
strates how voluminous the trading of these companies affects the Bo-
vespa Index.  In respect of this, inferring about the perceptions on them
could be significant.

Therefore, the proposition to be verified in this study is pre-
sented below:

P1 - Evidence of the adherence of the mostly traded companies
on Bovespa Index to corporate governance practices has a po-
litical connection.

Based on the political discourse and the relationship with the
research conducted by Ming, Gul & Majid (2016), the political connec-
tion will be presumed as based on the ownership characteristic of the
companies, as well as the verification if the administrative board being
present and nominated by the government. As such, we consider the
existence of negative media, such as journalistic articles related to the
political connection and published in the last 5 years, as well as dona-
tions for political campaigns in the 2012 federal and state elections.

Yet, according to the methodology applied by Mendes-da-Silva
et al. (2009) in their view on disclosure via the corporate website, we
considered only information available on the investor relations websites
of publicly held companies.

The benchmark that served as a support to verify the existence
of Corporate Governance practices were as follows: a) The IBGC Best
Practices Code; b) The CVM Corporate Governance Primer; and c) The
Regulation of Differentiated Levels and Novo Mercado BOVESPA.

The classifications of practices adopted are as follows: evi-
dence relating to ownership of shares, evidence relating to the Adminis-
trative Board, and evidence relating to management and audit. After
collecting the data and identifying the evidence of the adoption of corpo-
rate governance practices and concepts, the practices used are indicated
with 1 as applied attribute and 0 none applied in the summarised sketch.

Noteworthy, that as the aim of the study is to analyse the dis-
closure, through a corporate website based on mainly adoption of corpo-
rate governance practices by companies, certain information could be
extremely summarised. Therefore, the non-disclosure of practices does
not necessarily mean non-compliance with the practice or irregularity in
relation to regulatory bodies such as the CVM the Brazilian SEC.  How-
ever, the voluntary disclosure that highlights and differentiates the organ-
isation in relation to its pairs may not be fair if it leads to wrong interpre-
tation.

4. Results

The analysis of results is made through the following thematic
categories that explains the significances expressed from the content
analysis: 4.1) Evidence of Political connection; 4.2) Evidence of corpo-
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rate governance practices related to ownership; 4.3) Evidence of corpo-
rate governance practices related to the Administrative Board; 4.4) Evi-
dence of practices of governance related to management; and the last but
not the least 4.5) Evidence of corporate governance practices related to
the audit.  Be it known that we denote the existence of the attribute in
Tables 3 to 6 by 1 and 0 when it does not exist.

4.1 Evidence of political connection

In order to ascertain the evidence of political connection, the
factors observed for analysis were: a) participation of the State as share-
holder  of  the  company,  b)  verification  if  the  State  controls  more  than
50% of the voting capital, c) if the company has politically indicated
members in the Board, if affirmative d) journalistic articles in the media
that indicate cases of corruption related to public power in the last 5
years, e) donations to electoral campaigns, in the last federal election and
declared to the government.

In Table 2 we observe the factors of political connection in
companies, which were then listed according to the state's share as
shareholder and this has been indicated with Yes.  Where this attribute
does not exist in the organisation, we insert N/A meaning not applicable.

According to the criteria for sample diversity, six of the com-
panies have state participation as a shareholder, while four of them are
controlled by the State.

All  the  companies  controlled  by  the  State  have  a  majority  of
the members of the Board appointed politically according to the Internal
Regulations of the Board. Companies such as Petrobras, Cemig and Sa-
besp only mention that these positions are nominated by the "Controlling
Shareholder", however Banco do Brasil also shows which Ministry be-
low the President of the Federal Republic is responsible for nominating
each position of the Board.

The data also indicated that with the exception of Usiminas, all
privately-owned companies made donations for election campaigns,
mainly  for  the  election  of  the  President  of  the  Republic  and  House  of
Representatives in 2014. The fact that state-owned companies did not
appear as donors for campaigns was expected, since the practice is pro-
hibited by the part that deals with the code of conduct prohibited to the
public agents in electoral campaigns of the Law of the Elections (Law nº
9.504, of September 30, 1997).

4.2 Evidence of corporate governance practices related to property

In  Table  3  we  observe  a  greater  concern  with  minority  share-
holders. Practices such as arbitration, one vote per share, voting rights
granted to all and tag along are ways to protect minority shareholders
from abuse of power by controllers.

Analysing the information, it is also important to note that the
companies in the Novo Mercado listing segment, which in this research
are Banco do Brasil, Sabesp and JBS, present corporate governance
characteristics related to share ownership that bring greater security to
the minority shareholder.

State-controlled companies had a reasonably higher level of disclo-
sure regarding ownership of their shares and provisions of the General
Meeting compared to the privately owned companies analysed.

4.3 Evidence of corporate governance practices related to the Ad-
ministrative Board

Upon analysing Table 4, it can be seen that with the exception
of Usiminas, private control companies have a better level of disclosure.
Many of the companies, both public and private, did not show important
information such as the mandate of each member, the existence of advi-
sory committees, qualifications of the members and the existence of a
continuing education program to keep up to date with the demands of the
market.

The companies such as Sabesp and Usiminas do not present in
their investor relations website a document with the Internal Regulations
of the Board, characterizing the attributions and composition of the
board, only just through the Company`s Bylaws.

In effect, this poses deficient information to the users, inas-
much as investors would be falling short of yardstick to measure the
quality of information provided.  Politically, this brings to light partial
compliance with the best practices propagated by the corporate govern-
ance rules.

4.4 Evidence of corporate governance practices related to man-
agement

We would observe in Table 5 that the companies evidenced all
items analysed, representing a high level of disclosure of the information
related to management and the board. Although only four of the compa-
nies analysed disclosed a Board Internal Regulation document, all pre-
sented the attributions and composition of the board in a specific part of
the investor relations website, in addition to the annual remuneration in
the Reference Form.

4.5 Evidence of corporate governance practices related to the audit

In Table 6, audit evidence-related practices were brought to
light through the analysis of the "Reference Form 2015". For some, the
disclosure of this information falls short of what is required; the relation-
ship between external audit and the audited company should be evi-
denced with greater transparency in these cases. Most companies do not
claim that the contracted audit firm does not perform consulting work, or
that they provide the board with a declaration of independence regarding
the audit service.

This social constraint that debarred the auditor from consulting
jobs helps maintain independence inasmuch as he would not be auditing
the control environment which he helps to restructure.

5. Discussion

The sum of points obtained by companies could be between 0
and 27 points for corporate governance indicators gathered when it exists
(Ownership (10) Administrative Board (7) Management (5) and Audit
(5) thereby attributing 1 when it exists and 0 when inexistent.  In this
juncture, this is verified in order to express on the level of general dis-
closure of corporate governance practices by each company.

As in Table 7, the state-owned companies such as Petrobras are
observed, obtaining a maximum score of 23 points and Cemig, the state's
lowest score of 20 points. There are also private companies such as JBS
obtaining a maximum score of 26 points and Usiminas, with lower
scores among all selected companies of 17 points. Through this analysis
it is possible to verify that the proposition of the research that the disclo-
sure of practices of corporate governance would be affected by the polit-
ical connection has not proved true.

If we draw on the political discourse to-date in Brazilian envi-
ronment, where political connection generally disturbs the operations of
organisations, and recent media has shown it vehemently with proof,
even though not in academia, where does the problem lie then?  So if
data shows that it is not significant when private and government con-
trolled figures are compares, something must be phishing. Would it be
wise to say that information presented through the audited financial
statements shown through the internet when pugged of risk of material
misstatement are vaccinated against political connection; that gives a
food for thought.

In another analysis, companies with the highest market value,
such as Ambev and Petrobras, obtained scores of 21 and 23 points re-
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spectively, and companies with lower market value such as Usiminas
and Cemig, obtaining scores of 17 and 20 points. This indicates a result
consistent with the research by Mendes-da-Silva et al. (2009), which
verifies the disclosure ratio by corporate website with financial infor-
mation, obtained the result that "the larger the firm, the greater the sum
of information disseminated in the corporate website". This result is also
consistent with previous studies from Marston & Leow (1998).

In a nutshell, considering all the companies analysed, the me-
dian obtained was 22 points. Only JBS achieved a level of disclosure of
corporate governance practices close to the ideal of 27 points, indicating
that most of the companies analysed do not maintain the level of disclo-
sure recommended by IBGC, CVM and Bovespa.

Simply put, even more briefly, based on the agency theory, this
result is considered as negative for companies, since if one of the parties
has access to incomplete information, informational asymmetry will be
promoted and there will be damage to this part. As Weston & Brigham
(2004) may result in a loss of efficiency in the process of raising equity
not to mention the third parties of these companies.

Thus, following the political discourse theory proposed by
Laclau & Mouffe (1985) and also sanctioned by the discourse proposed
by Jørgensen & Phillips (2002), therefore, that social aspects should
impact on the change in discourse content, the level of disclosure lower
than the ideal represents a loss of information for society by hindering
the evaluation of the behaviour of the state organisations. Ball, Robin, &
Wu (2003) identify political connections in Malaysia as a factor that
could contribute to the lower levels of financial reporting quality, which
is consistent with the findings of this study.

So, from the discussion of political connection, and the discus-
sion of the use of internet, there are different clues in which we might be
prompted to revise our conception of business policy of the usage of
internet and also better interpret the disclosures by the public and private
sector companies.  Meaning that we should have to rethink from inside.
And if it means breaking our relationships of governance with political
connection, then it means rethinking our relationships with the outside.
Management with their responsibilities have the powers to show their
styles inasmuch as they would see the dawn of the consequences when
the wrath of noncompliance comes.

In another look, have we observed the reason behind the shal-
low information presented the government institutions in their internet
reporting?  One might conclude that the Brazilian government institu-
tions foot-dragging approaches to implementation of transparency via
internet is able to influence disclosures with their connections.

6. Final Comments

In this research, there is homogeneous level of disclosure of
corporate governance practices among the highly traded companies in
Bovespa Stock Market with more or less political connection. Therefore,
the result obtained is consistent with the work of Mendes-da-Silva et al.
(2009) that indicates that the dissemination of information on the corpo-
rate website is more related to the size of the company.

It was also observed that most of the analysed companies, irre-
spective of their level of political connection, still do not maintain the
ideal level of disclosure.  This leads one to conclude that, the voluntary
disclosure, even though impactful as the users see it as positive, looks
more timid than expected.

Analysing the result in light of the agency theory and political
discourse, it implies that the result of the research depicts a loss for listed
companies, both private and state owned, as well as for the society at
large, as a result of informational asymmetry.

Based on our results, we conclude that disclosure of corporate
governance practices by the Brazilian publicly traded companies does
not present any level of differentiation in relation to political connection
compares to the private ones.  Notwithstanding, the companies presented
a level of disclosure below the ideal for their representation, showing
that the maturity level of information being disseminated is still below
expectation. On this note, we infer that there is an influence of political
connection in the organisations.

Thus, in view of recent corruption scandals related to political
connections in state-owned and listed companies in Brazil, one is forced
to conclude that the organisations would disclose what they want the
public to know about them through the internet.  Also, as the normal
disclosure standards show linearity in the form of representation, it is not
strange to see this non expressive difference in an apparent non-political
connection among the most traded companies, thus, requiring an in-
depth face-to-face research so as to confirm this assumption.

Furthermore, borrowing a leaf from the cases of corruption that
erupted recently in Brazil concerning Petrobras that evidenced tight
political connection, this raises a food for thought, inasmuch as the evi-
dence of a timid disclosure among the traded companies may imply the
disclosure of just the necessary and not implicating over internet, this
necessarily warranting additional investigation through big data text
mining.  This will enable one to cover the qualitative data about the or-
ganisations discussed in this study.
Finally, in view of the importance of the topic addressed, some aspects
can be cited as reasons for future research: a) replicate this study in other
institutional environments and in different periods of time; b) verify the
validity of the corporate governance information disclosed on the Inter-
net, and finally, c) discuss the increase in the use of the Internet in the
relationship with investors and implications on the level of disclosure of
information, and lastly d)  Another issue that could draw interest for
investigation is to address the limitation concerns the sample analysed,
due  to  the  survey  based  on  the  analysis  of  9  companies.   Since  only  9
companies exist in this sector in Brazil we recommend the extension of
the sample to other countries in Latin America for more informational
level for comparison.
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Table 1 – Selected sampling information. (Ref. 20/09/2016)
Petrobras Banco

do Brasil Cemig Sabesp JBS Vale Usiminas Itaúsa Ambev

a) Sector Oil & Gas Bank Utilities Utilities Food Mining Metal Holding Beverages

b) Market Val-
ue (R$) 183 Bln 66 Bln 11 Bln 20 Bln 36 Bln 87 Bln 7

Bln 64 Bln 309 Bln

c) Bovespa
Segment

Novo
Mercado Nível 1 Novo

Mercado
Novo

Mercado Nível 1 Nível 1 Nível 1

d) Traded in
USA Yes Yes Yes Yes Yes Yes Yes Yes

Table 2 – Analysis of political connection (Ref. 20/09/2016)
Petrobras Banco

do Brasil Cemig Sabesp JBS Vale Usiminas Itaúsa Ambev

a) State Owner-
ship 60,2% 54,4% 51,0% 50,3% 20,4% 6,4% 0,0% 0,0% 0,0%

b) State Con-
trolled? Yes Yes Yes Yes N/A N/A N/A N/A N/A

c) Board mem-
bers 6 of 9 4 of 6 8 of 15 6 of 7  N/A N/A N/A N/A   N/A

d) Negative Me-
dia Yes Yes Yes Yes Yes N/A N/A Yes N/A

f) Donation for
political camp. N/A N/A   N/A    N/A  113 Mln 53 Mln N/A   6,5 Mln 41 Mln

Table 3 - Evidence of corporate governance practices related to property (Ref. 20/09/2016)
Document analysed: Estatuto Social 2015

Petro BB Cemig Sabesp JBS Vale Usim Itaúsa Ambev
a) One share / one vote (Each share
must entitle one vote) 0 1 0 1 1 0 0 0 0

b) Corporate agreements available to
all owners 1 1 1 1 1 1 1 1 1

c) Owner registration available to all
members 1 1 1 1 1 1 1 1 1

d) Attributions of the General Meet-
ing 1 1 1 1 1 1 1 1 1

e) Operation of the General Assem-
bly 1 1 1 1 1 1 1 0 1

f) Minority option (Tag along) 80% X 80% X X 80% 80% 80% 80%

g) Arbitration clause 1 1 0 1 1 0 0 0 0

h) Circulation of a minimum portion
of shares of 25% of capital 1 1 1 1 1 1 1 1 1

i) Public offers of outstanding shares
for the economic value 1 1 1 1 1 1 1 1 1

j) Voting rights granted to all share-
holders 0 1 0 1 1 0 0 0 0
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Table 4 – Evidence of corporate governance practices related to the Administrative Board (Ref.
20/09/2016)
Documents analyzed: Regimento Interno do Conselho de Administração e Estatuto Social 2015

Petro BB Cemig Sabesp JBS Vale Usim Itaúsa Ambev

a) Board assignments 1 1 1 1 1 1 1 1 1

b) Advisory Committees  0 1 1  0 1 1 0 1 0

c) Composition of the Board 1 1 1 1 1 1 1 1 1

d) Annual Performance Assessment 1 1 1 0 1 1 0 1 1

e) Mandate of each member 0 0 0 0 1 0 0 1 1

f) Qualification of members 1 0 1 0 1 1 0 1 1

g) Continuing education of counse-
lors 1 0 1 0 1 1 0 1 1

Table 5 – Evidence of corporate governance practices related to management (Ref. 20/09/2016)
Document analysed: Formulário de Referência 2015 e Regimento Interno da Diretoria

Petro BB Cemig Sabesp JBS Vale Usim Itaúsa Ambev

a) Board of Directors assignments 1 1 1 1 1 1 1 1 1

b) Board Composition 1 1 1 1 1 1 1 1 1

c) Board Remuneration 1 1 1 1 1 1 1 1 1

d) Risk management 1 1 1 1 1 1 1 1 1

e) Disclosure of annual calendar of
corporate events 1 1 1 1 1 1 1 1 1

Table 6 – Evidence of corporate governance practices related to the audit (Ref. 20/09/2016)
Document analysed: Formulário de Referência 2015

Petro. BB Cemig Sabesp JBS Vale Usim Itaúsa Ambev
a) The company announces contract
term 1 1 1 1 1 1 1 1 1

b) Does not perform consulting 1 0 0 1 1 0 0 1 0

c) Provides the board with declara-
tion of independence 1 0 0 0 0 1 0 1 0

d) Audit company change after 5
years 1 1 0 1 1 1 1 1 1

e) Fees amount paid for audit 1 1 1 1 1 1 1 1 1
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Total 23 22 20 21 26 22 17 23 21

Table 7 – Business Scoring According to Evidence of Compliance with Corporate Governance Practices
Practice classification Petro BB Cemig Sabesp JBS Vale Usim Itaúsa Ambev
Ownership 8 10 7 10 10 7 7 6 7
Administrative Board 5 4 6 2 7 6 2 7 6
Management 5 5 5 5 5 5 5 5 5
Audit 5 3 2 4 4 4 3 5 3
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