
WHAT IS FACING REPUTATIONAL RISK?

The goal of this academic webpage is 

to put Reputational Risk - and the 

necessary tools to prevent it -, in the 

“top of mind” of latinoamerican legal 
professionals, managers, engineers, 
salesmen and in general every active 

corporate professional or student of 
the real sector of the economy and its 

corporations, specially in Colombia 

and Brazil due to the key study cases 

and a long history of damaging 

corporate scandals.

3. LEGAL LANDSCPAE 

 

A summary of the applicable hard law 

& soft law along with the role of 
International organizations regarding 

C.G. and Risk Management for 
Colombian and Brazilian Companies 

will be presented.  
 

Mainly to prove that laws and 

regulations are not enough, and that 
the commitment of management and 

staff is required to not only prevent 
Reputational Risk from materializing in 

a company, but also to safeguard an 

entire industry and the economy.  
 

Content: 
 

- Managing Reputational Risk through 

Corporate Governance and Anti-
Corruption. 
 

   a. Case Study No. 1: Colombia 

 

   b. Case Study No. 2: Brazil 
 

- Soft Law 

 

 

4. CLOSING COMENTARY  

 

 

 

5. REFERENCES  

 

PATH

Reputational Risk can be seen as a present or future risk, that may affect any company 

and expose it to unwelcome results including lawsuits, sanctions, financial losses or a 

decrease in the customer base. In the more serious cases, reputational risk could affect 
the company’s existence or a whole industry or sector,  in the case of systemic crisis.

1. AWARENESS AND REALITY: 
 

The legal professional must bear in mind how 

serious Reputational Risk is and how it can 

become one of the most serious threats to any 

type of organization. 
 

Content: 
 

- Awareness 

 

   a. Approaching Reputational Risk 

 

   c. Real Sector Experience 

 

   d. The role of social media 

 

   e. Measuring Reputational Risk 

 

 

- Reality trough key case studies: 
 

   a. Brazil: Petrobras’ lavajatos  

 

   b. Colombia: Interbolsa and Odebrecht in 

Colombia 

 

 

2. A PAIR OF USEFUL TOOLS:  
 

A solid Corporate Governance Policy and 

maintaining a Good Corporate Reputation, must 
be the key guidelines for the daily activities of any 

organization. These relevant tools will be 

summarized, both in theory and practice, so once 

this segment is over the reader can apply such 

tools in order to prevent Reputational Risk from 

materializing.  
 

Content: 
 

- Approaching Corporate Reputation 

 

- Corporate Reputation Relevance 

 

- Approaching Corporate Governance 

 

- How to apply successfully a Corporate 

Governance Policy
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Even though this tool aims 

to set RR at the Top of Mind 

of corporate professionals 

that are related to the real 
sector of the economy, the 

importance of the financial 
sector in R.R. can not be 

left aside. 

In 2009, the Basel Committee on Banking 

Supervision  published the Enhancements 

to the Basel II framework. On this 

document, the Committee defined RR, as:  
 

“The risk arising from negative perception 

on the part of customers, counterparties, 
shareholders, investors, debt-holders, 
market analysts, other relevant parties or 
regulators that can adversely affect a 

bank’s ability to maintain existing, or 
establish new, business relationships and 

continued access to sources of funding.” 

(3) 

 

Along with the aforementioned, we could 

conclude that: 
 

a) R.R., through different variables affects 

not only the cash flow, or costumer 
relationship management (CRM), but the 

sole existence of an enterprise.  

There are certain critical success factors 

for achieving an optimal level of risk 

management within a bank’s day-to-day 

activity.  

According to Dick Evans, these 

include: 
 

a. Accountability 

 

b. Clear expectations, and 

ensuring all staff are responsible for 
managing risks; 
 

c. Avoiding silos  and promoting 

communication, collaboration, and 

respect; 
 

d. And encouragement of 
transparency and open 

communication. (6)

b) For Financial Institutions, R.R along with 

other types of risk such as; fraud risk; or 
operational risk -as represented by the 

people, process, and systems’ risks-; can 

have an impact on financial performance, 
particularly through credit risk and 

financial losses. (4) 

c) In the banking industry, R.R. can 

be materialized trough serious 

misconduct, human or system 

failures or major difficulties in 

meeting objectives. Damaging 

credibility by creating a mismatch 

between public perceptions and 

the objectives and resources of the 

bank. Questions concerning ethical 
conduct and core principles such 

as honesty and integrity can pose 

a more severe test than purely 

legal issues, such as litigation 

against the organization.(5)

Bearing in mind that R.R. came from Risk management in the financial sector; the 

following segments will lead our target group to achieve the aforementioned goal, which 

is to comprehend the relevance of R.R in the real sector of the economy and how to 

prevent it from materializing.

The general notion of risk spans from; 
volatility to insolvency, from exposure to 

natural disasters and to consequences of 
management decisions.  
 

 

The willingness of an organization to 

accept risk in the pursuit of value creation, 
as well as its capacity to bear that risk, 
may determine the success of the 

decision-making process to move the 

organization into a positive scenario.

Thus, in defining a company’s strategy, the board 

of directors essentially balances opportunities and 

expected rewards against related risks. (2) 

A common element among the 

different notions of risk is uncertainty 

of outcomes, contexts and how they 

can or not materialize into a negative 

outcome.(1)

Segments will appear as images or centered titles & subtitles.

Then pass to the  

right column &  

continue reading  

down that column until 
reaching a segment. 

FACING REPUTATIONAL RISK. 



FACING REPUTATIONAL RISK. 
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APPROACHING REPUTATIONAL RISK (RR) 

 

One one hand, Reputation is an outcome 

of organizational behavior, values, 
decisions, and actions. Unlike traditional 
tangible assets, reputation is both 

multidimensional and fluid.(7) 

 

It’s a fact, as it will later be exposed,  that 
Reputations that took decades to build 

can be destroyed in moments.  
 

In today’s interconnected consumer 
economy, the notion that a business 

organization’s reputation can be 

managed as a simple commodity or 
unidimensional artifact is dangerously 

outdated.

Figure 4. Basketball Team Event (6% loss) .(21) 
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In an interview, Anthony Johndrow (CEO of 
Reputation Economy Advisors) talked about 
how before the Covid 19 Pandemic, some 

companies may well have viewed the 

importance of reputation management with 

a certain degree of indifference.  
 

However, in these uncertain times, the 

message that needs to be conveyed to risk 

practitioners is that RR management should 

be viewed as a must-have, not a nice-to-
have. (10)

THE REAL SECTOR EXPERIENCE 

 

RR will be studied later on, but for 
now a global definition or a more 

approachable definition than the 

one from the Basel Committee, 
would be the following:  
 

Is the risk that materializes when 

the way of conducting a business 

does not meet the expectations of 
interest groups, those interest 
groups being investors, customers, 
suppliers, employees and the 

community. 
 

Although R.R. emerged from the 

Financial Sector, in recent years 

RR’s main focus has shifted to the 

Real Sector of the economy, 
becoming one of the most 
discussed and relevant topics 

regarding Risk Management in 

business organizations of these 

sector, mainly due to the following 

factors: 
 

a. Relevance of social media 

 

b. Acknowledgment of good 

environmental, social and 

governance practices. 
 

c. The government’s efforts to fight 
against local and transnational 
corruption in such sector.

Johndrow stated that: 
 

“In its simplest form, the discipline of reputation 

management is simply the act of taking the views and 

priorities of multiple stakeholders into account when 

determining strategy or making business decisions… 

 

That is not a luxury in a crisis like this, it is an absolute 

necessity. Every chief executive is feeling the pressure to 

communicate right now, to explain what they are doing, 
or not doing, to the people who matter most to them.  

 

Chief executives are using stakeholder research as a 

way to ‘listen before they leap’. Those who do not have 

those capabilities, nor that mindset, are flying blind and 

are quite likely to suffer self-inflicted wounds.” (11). 

a. Business Ethics was found as the most 
significant risk issue in terms of airtime and media 

space; only in 2020 more than 1.5 million articles, 
comments and conversations were found 

regarding this issue and companies of the 

FTSE350 .  

THE SOCIAL MEDIA’S IMPACT 

 

So far is cleared that essentially R.R. is 

fluid, volatile and can be affected by 

many variables. As it was showed in the 

previously UK studied, only in 2020 more 

than 1.5 million articles, comments and 

conversations were found on Twitter 
regarding ESG and RR. 
 

The Social media factor has become one 

of the most discussed and relevant topics 

regarding Risk Management in business 

organizations of the real sector of the 

economy.  

When it comes to a company’s reputation, the case of 
Chipotle Mexican Grill  sits as the perfect case study to 

show the relation between Reputational Risk and Social 
Media. 
 

During the period of November 2015 through December 
2015, Chipotle Mexican Grill experienced a reputational 
impact on food quality.  
 

First the Center for Disease Control informed that five 

people who tested positive for E. coli reported eating at 
Chipotle restaurant. Later, Chipotle temporarily closed its 

Cleveland Circle location in Boston after 80 students, 
including players on the Boston College Men’s Basketball 
Team, fell ill.(18) 

 

Figures 3 and 4, show a comparison between the 

volatility of the company stock rattled by an event versus 

the positive and negative sentiment in twitter. Using a 

period including more than 2 days before the event, the 

event date, and the 3 days or more following the event.
(19)  

Even as data and measuring of reputation risk 

evolves, the management of a company will still be 

crucial to manage and prevent further volatility and 

potentially take action to prevent another event to 

compound a RR materialization scenario.  
 

That is why it is so important that companies react 
quicker to social media misinformation to mitigate 

the irrational stock price movement. Increased effort 
needs to be made in managing culture and 

reputation as it has become a larger component of 
company’s value.(22)

MEASURING REPUTATIONAL RISK 

 

The impact of RR may be quite wide. Figure 5 

shows what 200 Executives and Risk 

management specialists from a wide range 

of industries and geographies representing 

some of the largest companies in the world 

-interviewed by Willis Tower Watson (24)-, 
considered to be the most sensitive 

segments of a business to RR.

RR events can be measured in many 

ways. Some companies may choose to 

delegate these measure procedure to a 

top level decision making committee 

such as the Board of Directors, others 

could choose to hire a specialized 

committee in the matter such as a Risk 

Management Board, and some may do 

both. 
 

The results of what can happen to an 

organization when talking about 
tangible and harmful R.R. seem clear to 

the many CEO’s interviewed. The more 

complicated part lies in how to 

measured it or more exactly to prevent it 
from materializing.  
 

To some, not even CG has proven to be 

totally effective; Andrew Ellul addressed 

how risk is managed at a high level of an 

enterprise in his paper “The Role of Risk 

Management in Corporate Governance”, 
where he found out that C.G. mostly 

ended up being a set of arrangements 

that approved risky strategies and many 

times wasn’t enough to safeguard not 
only the long term interest of the 

company, but also its costumers, 
shareholders and society at large.(26) 

Figure 1. (15). Conversations regarding ESG and RR with listed companies of the FTSE350 between 2011-2021.

Another example of how this risk is measured 

nowadays, comes from the main actor of our 
Brazilian case study, Petroleo Brasileiro 

(Petrobras).  
 

This example measures risk through a method 

called Reputational Risk Index, (RRI) which is 

based on ESG factors. 

What really set the metrics for those incidents 

that influenced the final measures were the 

Ten Principles of the UN Global Compact, 
which were briefly mentioned before. 

a. Principle 1 – Human Rights: Businesses should 

support and respect the protection of 
internationally proclaimed human rights. 
 

b. Principle 2 – Human Rights: Businesses should 

make sure that they are not complicit in human 

rights abuses. 
 

c. Principle 3 – Labour: Businesses should uphold 

the freedom of association and the effective 

recognition of the right to collective bargaining. 
 

d. Principle 4 – Labour: Businesses should uphold 

the elimination of all forms of forced and 

compulsory labour. 
 

e. Principle 5 – Labour: Businesses should uphold 

the effective abolition of child labour. 

f. Principle 6 – Labour: Businesses should uphold the 

elimination of discrimination in respect of employment 
and occupation. 
 

g. Principle 7 – Environment:  Businesses should support a 

precautionary approach to environmental challenges. 
 

h. Principle 8 – Environment: Businesses should undertake 

initiatives to promote greater environmental 
responsibility. 
 

i. Principle 9 – Environment: Businesses should encourage
the development and diffusion of environmentally friendly
technologies. 
 

j. Principle 10 – Anti-Corruption: Businesses should work 

against corruption in all its forms, including extortion and 

bribery. 

a. When the measurement of risks is not done properly,  
 

b. When the level of enterprise-wide risks is not 
communicated or is communicated inappropriately by 

an institution’s senior management, and  

 

c. When risks are not monitored and managed 

appropriately.(31) 

In Figure 6 (34), the most common potential threats regarding reputational risk are showed along with the most usual potential impacts. 

a. Overall responsibility that lies with the 

institution’s most senior level of management; 
 

b. Day-to-day management which resides with 

departments, units and individuals; and  

 

c. Systems to achieve a consistent approach 

across the institution that are promoted by 

adopting a common methodology, often (but 
not always) promoted by a coordinating risk 

management unit. (32)  

a. Appropriate policies in place to identify 

sources of RR when entering new markets, 
products or lines of activities.  

Summing up, RR assessments identify several threats to an organizations’ success.  
RR management is a system aimed at addressing the possibility of reputation failures.  

It is done right by mitigating the risk and building long-term organizational resilience. (35)

Keep readingKeep reading

Figure 3. E. coli outbreak (12.5% loss) .(20) 

Figure 5.  Serious issues and negative business outcomes for organizations as a result of reputation 

damage. (25) 

Risk oversight refers to the practices used by the Board 

of Directors to determine: i) the appropriate level of 
risk acceptable for the organization; ii) to 

communicate appetite for risk throughout the 

organization and to external stakeholders; and iii) to 

oversee the institution and functioning of controls that 
keep the organization operating within those 

established boundaries. (8)

By contrast, risk management is concerned with 

management’s role in planning, coordinating, 
executing, and handling the activities of the 

organization, in order to minimize the impact of 
unwanted risk on desired outcomes. (9) 

On the other hand, with Risk its necessary to 

approach it as an uncertainty of outcomes, 
contexts and how they can or not materialize into 

a negative outcome, as it was previously exposed 

in the introduction.  
 

Overseeing and managing that risk are two 

different practices. 

According to the World Economic 

Forum(WEF) In 1999’s anual meeting, which 

had as its theme “Responsible Globality”, 
United Nations Secretary-General Kofi Annan 

and Klaus Schwab, (the founder and 

executive chairman ever since of the WEF) 

were in discussions about how to rally 

participants to support a global effort to 

highlight the social responsibility of business.  
 

One year later their efforts delivered the 

expected results and the UN Global Compact, 
was born as “a leadership initiative endorsed 

by powerful CEO’s,  to voluntarily achieve 

corporate sustainability and responsible 

business practices trough public 

accountability, transparency and disclosure. 
(12) 

b. During 2020, retailers and consumer goods 

manufacturers saw increased RR practically in all 
aspects, including Business Ethics, Labor Practices, 
Product Quality and Safety. Also, the extractives 

sector (Oil&Gas, mining, energy, etc.) are 

considered the worst ranked at managing 

reputational risk in the UK.  
 

c. The manufacturing sector is the only sector that 
managed to maintain a positive index of RR during 

2019 and 2020. 

A perfect example to summarize and 

prove the increasing relevance of ESG 

regarding R.R. is a report issued by the 

European Consultant Firm BOLDT in the UK 

(14), where online conversations regarding 

ESG and RR with listed companies of the 

FTSE350 (UK’s most relevant listed 

companies) between 2011-2021, allowed 

them to conclude that in the last 10 years, 
the volume of content and conversations 

regarding ESG factors when managing R.R. 
in the listed companies of the FTSE 350 

Index has been constantly growing as it is 

showed in Figure 1.  

ACCORDING TO THE CONSULTANT FIRM ACCENTURE; WHILE OFFERING A HOST OF POTENTIAL BUSINESS BENEFITS, 
THE USE OF SOCIAL MEDIA CAN EXPOSE COMPANIES TO NUMEROUS BUSINESS RISKS.  

 

MOST OF THESE RISKS RESULT FROM A COMBINATION OF ORGANIZATIONAL WEAKNESSES AND VULNERABILITIES 

EXPOSED THROUGH DATA MISUSE AND DATA SHARING (16), AS IT IS SHOWED IN FIGURE 2(17) 

A reactive approach to social media risk 

management suggests that the extent of social 
media use should be impacted by the early adoption 

of social media policies and controls, the impact likely 

to be greater for organizations with higher levels of 
perceived risk of use. (23) 

The percentage of the environmental, social, 
and governance contribution to the total RRI of 
Petrobras was based on the number of risk 

incidents related to environmental, social, and 

governance issues.  
 

Those incidents were analyzed according to 

the reach (influence) of the source, as well as 

the severity (harshness) and novelty 

(newness) of the issues addressed.(29) 

To prevent failures, the following elements could 

guarantee successful risk management for an 

organization:

Later on 2004, once again Kofi Annan, but this 

time along with the International Finance 

Corporation and the Swiss Government, joined 

forces to promote the integration of 
Environmental, Social and Corporate 

Governance (ESG) issues in asset 
management, securities brokerage services 

and associated research functions.  
 

Initially their goal was to contribute to stronger 
and more resilient investment markets, as well 
as contribute to the sustainable development 
of societies. 

Initially, nine principles were presented to 

lead the change initiative in corporations 

worldwide, these were based on the 1992 Rio 

Declaration on Environment and 

Development; the 1948 Universal Declaration 

of Human Rights; and the International 
Labour Organization’s 1998 Fundamental 
Principles on Rights at Work.  
 

Later on due to the UN Convention Against 
Corruption, a tenth and essential principle 

was added to complete the Ten universally 

accepted principles that are the bedrock of 
the United Nations Global Compact.   
 

Later on, in the measuring R.R. segment, there 

will be a deeper look at these principles. 

Just like R.R., ESG initially started in the 

financial sector, but nowadays ESG investing 

has matured to the point where it can greatly 

accelerate market transformation in the real 
sector of the economy for the better. As 

corporations and investors experience 

growing influence and power, their actions 

and decisions increasingly shape the future.
(13) 

Also the following conclusions are highly 

relevant: 

With the passing of years, Social Media, just as ESG, ended up being highly relevant variables to 

the real sector of the economy corporations, and a rapid and solid management of the risk that 
arise from them, can prevent on a daily basis R.R. from materializing and affecting the 

corporation. 

An interesting and famous method 

known as “Event Studies Methodology”, 
proposed mainly by Frank De Jong (27) 

follows three steps to measure R.R.: 
 

a. Event identification and time of 
occurrence; 
 

b. Adoption of a reference model to 

estimate the normal performance of the 

shares, and 

 

c. Computation and analysis of 
abnormal yields around the date of the 

event. 
 

The event study methodology 

differentiates between the expected 

business returns, in case that the 

negative event had not taken place - 

normal returns - and the returns 

observed as a result of the negative 

event - abnormal returns-. (28) 

The Ten Principles of the United Nations Global 
Compact deal with the fundamental corporate 

responsibilities in the areas of human rights, 
labour, environment and anti-corruption. (30)

INITIALLY E.S.G AND THE GLOBAL COMPACT EMERGED AS A “NICE TO HAVE” GOOD PRACTICE, BUT 

WITH TIME IT’S RELEVANCE HAS SHIFTED TO A “MUST HAVE” IN ORDER TO MEASURED AND PREVENT 

R.R. FROM MATERIALIZING, BUT SOMETIMES THERE ARE FACTORS THAT CAN LEAD TO FAILURE IN 

MEASURING AND PREVENTING R.R.  

In addition to these three elements, the following are Basel Committee guidelines regarding 

certain elements that every financial institution should have in their day-to-day corporate 

process: 

b. Methodologies to measure as precisely as 

possible the effect of RR in terms of other risk 

types (liquidity, market or operational risk) to 

which it may be exposed.” (33) 

Andrew Ellul classifies risk management 
failures around three events:  

So far different variables that could affect a company’s performance and even existence have 

been briefly exposed, such as ESG or the social media impact, along with different ways to 

measure it and mitigate their impact. The following image, shows not only the potential threats 

R.R. could have in a company,  but also the positive impact it could create. 

FACING REPUTATIONAL RISK. 

Figure 2 (17). Business Risks derive from Social Media to which company’s are exposed according to Accenture. .
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BRAZIL 

 PETROBRAS’ LAVA-JATO 

BRAZIL, 2013: AN INVESTIGATION IS INITIATED BY THE CURITIBA POLICE TO GET TO THE BOTTOM OF AN 

ALLEGED MASS MONEY LAUNDERING PROCEDURE THAT WAS BEING CARRIED OUT THROUGHOUT 

HUNDREDS OF GAS STATIONS AND CAR WASHES  

(THE NAME OF THE CORRUPTION SCANDAL IN BRAZIL ITS PRECISELY “LAVA-JATOS” ). 

REALITY TROUGH KEY CASE STUDIES

In this operation, 28 people are captured, one of them is 

Alberto Youseff, known by the police as a powerful gangster, 
expert in money laundering. (36) 

 

Once detained he immediately declared against the former 
director of Petrobras, Paulo Roberto Costa who testify to the 

authorities in the middle of the electoral campaign and 

revealed a system of corruption that implied Deputies, 
Senators and other politicians of the Progressive Party (PP), 
the Working Party (whose leader was the former president 
Dilma Rouseff) and political allies in the Brazilian Democratic 

Party. (37) 

 

Millionaire bribes (estimated around USD 2 Billion) were made 

to dozens of high-level political personalities, which generated 

an unstable political landscape for the South American 

country. 

Caixa Economica Federal  – the third largest bank of Brazil 
in terms of assets and one of the five largest in Latin 

America– was also involved in the corruption scandal. 
Construction companies, such as Galvão Engenharia one 

of Brazil’s biggest construction firms, that won contracts 

with Petrobras between 2004 and 2012, were also involved. 
(38) 

 

Petrobras fell to seventh place in the ranking of the Highest 
Valued Latin American Companies, just two months after 
leading that ranking and others.  
 

Petrobras lost almost every board member and directors, 
shares fell on every market traded, huge amounts in fines 

were imposed by the authorities. 

In figure 6 (39),  the Petrobras Common Stock listed on BOVESPA can be seen 

losing its value rapidly after the scandal’s disclosure begins at the end of 2014. 

In January 2017 the International Securities Associations and 

Foundations Management Company (ISAF) -a service 

company exclusively focused on the evaluation and execution 

of securities litigation outside of the United States-  and a 

coalition of international law firms, backed the Stichting 

Petrobras Compensation Foundation to start a legal action 

against Petrobras and filed a Writ of Summons in District Court 
in Rotterdam, seeking declaratory relief for global investors who 

purchased Petrobras securities in non-US markets or on non-US 

exchanges. (40) 

 

Additionally, the Securities and Exchange Commission (SEC), 
charged Petrobras in 2018 with filing false financial statements 

that concealed a massive bribery and bid-rigging scheme at 
the company, whom agreed to pay $933 million in 

disgorgement and prejudgment interest and an $853 million 

penalty, in order to avoid litigation. (41) 

Brazilian construction firm Galvão Engenharia had to file a petition for 
bankruptcy protection, becoming the first major construction company to 

collapse due to the biggest corruption scandal in Brazil’s history until the 

Odebrecht scandal happened a few years later.  

The Lava-Jato’s is quite a perfect case to show how a company with a high brand exposure, solid cash flow, good 

reputation, high productivity, etc. i.e. all the desired factors for superb corporate performance; could be affected in 

every possible way by poor management and decision making reflected in the fall of corporate reputation and the 

full-fledged materialization of RR.  
 

Also, the cases of Galvão Engenharia and Techint, are really interesting because Galvao reached corporate rock 

bottom (bankruptcy) and Techint lost the chance to participate in a huge international market that represented their 
most profits of its corporate operation. (45) 

COLOMBIA  

INTERBOLSA & ODEBRECHT

In 2012, the most important financial institution of 
the Colombian stock market, Interbolsa – a 

financial broker that moved 27% of the total actives 

traded in such Market and even owned 21% of the 

stock exchange failed. Overall, Interbolsa managed 

22% of public debt and 41% of private debt. In 

addition, it was one of the main “market makers” for 
public debt securities. (46) 

 

Nevertheless, Interbolsa was intervened by the 

Government regulator. The trigger   was an unpaid 

debt of 20.000’000.000 million COP to the Spanish-
owned (at the time) Bank BBVA. Soon other 

administrative institutions joined the Financial 
Superintendence, entities such as the DIAN 

(Dirección or Customs and Taxes) and the State 

Prosecutors Office started investigations. (47) 

On December 21, 2016 the United States 

Department of Justice announced that 
Odebrecht S.A. (Odebrecht), a global 

construction conglomerate based in Brazil, had 

pled guilty and agreed to pay a monetary 

penalty to resolve charges with authorities in 

the United States, Brazil and Switzerland arising 

out of schemes to pay approximately U.S.$800 

million in bribes to government officials in 

twelve countries (including U.S.$11 million in 

Colombia) where the company confessed to 

offering bribes in order to obtain infrastructure 

contracts including a toll road concession “Ruta 

del Sol Sector 2” awarded to Concesionaria Ruta 

del Sol S.A.S. in 2009.

INTERBOLSA 

 

Interbolsa’s failure costed victims life 

savings, investors an significant part of their 
assets, jobs’ workers. Overall, a disastrous 

amount of 15.000 people are estimated to 

have been gravely affected by this fraud. 
(48) 

 

It is still considered once of the worst 
economic disasters of the Colombian 

economy, causing the capitals market a 

decrease of 13.64 in trading volumes during 

2013, and leaving estimated losses 

surpassing one billion of Colombian pesos.  
(49)

What was behind? Mainly bad faith and 

greed from a number of board members. 
 

What really allowed this failure to happen 

was an awfully poor scheme of Corporate 

Governance  resulting in actions that 
generated bad corporate reputation which 

resulted in materialized reputational risk.

This case deserves attention because of two main 

factors:

1. It is a perfect example of the bottom line of the RR: 
 

a. Liquidation of the company and all its collateral 
effects;  
 

b. Judicial prosecution of Board members and 

management involved in the suspect events;  
 

c. Negative impacts on good-faith third parties 

involved in the company’s transactions and 

investments; and 

 

d. Direct impact on the market stability and the 

economic system. 
 

 

2.  This case also shows why a company should not 
only fulfill its corporate social responsibility –as 

required by the Colombian Constitution– but also 

to have an strong corporate performance that may 

positively reflect in an increase of profit and the 

company’s life cycle.  
 

A strong Corporate Governance Policy effectively 

implemented would have reflected in the objective 

of achieving a good Corporate Reputation thereby 

preventing RR from materializing. 

ODEBRECHT  

 

This scandal not only revealed a lack of 
public sector oversight in Colombia but also a 

lack of internal compliance mechanisms in a 

multinational business organization to 

prevent corrupt relationships from 

developing at any level of the organization. 
Corporations whose main client is a 

government should be more careful in 

dealing with potentially questionable 

relationships.  
 

To manage a complex web of politicians, 
Odebrecht established a Structured 

Operations Department (Departamento de 

Operações Estruturadas) that managed a 

corrupt payroll for them. Apparently, this had 

been a systemic practice for more than 20 

years. 

As a result of Odebrecht’s plea, Colombia’s 

Attorney General’s Office (Fiscalía General de la 

Nación - AGO) initiated an investigation in 

December 2016 that made factual findings 

about Odebrecht campaign contributions to the 

contending political parties in the 2014 

presidential election, illegal actions under 
Colombian law. Furthermore, AGO determined 

that Odebrecht made payments directly from 

headquarters to obtain several concession 

contracts’ awards in Colombia.

Later on, the Colombian Superintendency of 
Corporations (SS) announced that under local 
laws had to take over control of the firms 

Odebrecht Latinvest Colombia S.A.S., 
Constructora Norberto Odebrecht de Colombia 

S.A.S, Navelena S.A.S and the branch of the 

foreign company Construtora Norberto 

Odebrecht S.A 

The control measure allowed the 

Superintendency to remove administrators, tax 

auditors and employees. It might also fine 

administrators who performed acts contrary to 

the law. The legislation even allowed SS to call for 
a liquidation procedure.  
 

The same measure also allowed SS to exercise 

oversight by requesting information about legal 
and accounting aspects, and required 

authorization for any modification or reform of 
the bylaws or capitalization of the same 

company.  
 

SS could also object to the sale of goods or 
operations that were not required to the ordinary 

course of business. 

The particular case of AVAL and Corporación 

Financiera Colombia S.A. (Corficolombiana) and 

Estudios y Proyectos del Sol S.A.S. (Episol) a wholly 

owned affiliate of Corficolombiana which belonged 

to the Financial Conglomerate AVAL, owned by Luis 

Carlos Sarmiento Angulo, a leading businessman 

in Colombia with an estimated networth of 12. 
Billions USD; Is an example of how RR events can 

affect not only one company but also an entire 

conglomerate’s stock price.  
 

In Figure 7. Corficolombiana Stock Valuation from 

06 30 2017 – 06 30 2019 can be seen reaching the 

lowest price during the 3 criticial months that 
elapsed between the Odebrecht and the Episol 
scandals. 
 

In Figure 8. Similarly, Banco de Bogotá’s stock can 

be seen losing more than 7%. Figure 9 shows 

AVAL’s stock losing approximately 5% of its value in 

the Colombian Stock Exchange (BVC). (51) 

First, on december of 2020, SS issued Resolution 

82510/2020 imposing sanctions against four 
corporations and five individuals involved in the 

case. Construtora Norberto Odebrecht S.A., and 

Odebrecht Participações e Investimentos S.A.  
were sanctioned each with a fine of 
$87.780.299.178 COP (Estimated USD 25 millions). 
 

Later on in 2021, after concluding the 

administrative actions within the framework of 
the control measure over the Branch of the 

Foreign Company Construtora Norberto 

Odebrecht S.A. and Odebrecht Latinvest 
Colombia S.A.S., the the SS,  decided to summon 

them to a judicial liquidation process, through 

Orders No. 2021-01-481789 and 2021-01-481917, 
respectively. (50) 

The effects of Odebrecht in Colombia 

involved the biggest Financial 
Conglomerate in the country and his 

# 1 Business man. Serving as another 
great example of how, if not faced 

properly, R.R. can affect even the 

biggest companies. 
 

 In the next chapter a pair of useful 
tools to prevent R.R. from 

materializing will be exposed. 

Here we go

The shares of Petrobras sank, after the exposure of the scandal, to its lowest 
value in ten years and collapsed the São Paulo stock exchange by 2.05% at 
closing. Ordinary shares (with the right to vote) closed with a sharp drop of 
9.94% traded at 8.52 reais, while the preferred shares (without the right to 

vote) lost 9.10%, quoted at 9.18 reais.(42)  

 

However, in the following two years (2015-2016), the shares hit bottom when 

they reached an approximate value of 3.80 reais. After the company 

renewed its entire board of directors and chair, Petrobras has managed to 

gradually increase stock value, however, this value did not approach the 

levels reached before the scandal. (43)

Figure 6.(39) 

Figure 9.(46) 

Figure 8. (46) 

Figure 7. (46) 

Argentinian company Techint with recorded profits of more 

than US $ 1.6 billion in Brazil by selling tubes and pipes to 

Petrobras, was prohibited from competing for new contracts 

of any Brazilian federal agency during the next five years. It 
was found that to obtain the award of these contracts, 
Techint paid bribes of US $ 9.4 million to Brazilian 

government officials.(44)

One year later after the scandal, at the 

end of 2019, the Board of Directors of Aval  
approved the creation of a digital Ethic 

Line which is available in the webpage of 
the conglomerate for anyone and with 

the main goal of preventing  potential 
events of fraud, bad practices and 

irregular situations within Grupo Aval and 

its related entities, such as 

Corficolombiana or Banco de Bogotá.(52) 

 

Also an special C.G. committee was 

implemented  in which corrective, 
preventive or disciplinary actions that 
may result from an investigation 

processes of complaints are determined.

FACING REPUTATIONAL RISK. 
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APPROACHING CORPORATE REPUTATION (CR)

GENERALLY, A COMPANY MUST BUILD THE TWO PILLARS THAT WILL CAUSE 

A PRODUCTIVE AND FINANCIALLY SUCCESSFUL PERFORMANCE, THOSE 

ARE:  I) REVENUE GROWTH; AND II) INCREASE OF PRODUCTIVITY.

Robert Kaplan brings another pillar to this 

structure, this is: risk management.  
 

An item that its often overlooked in the strategy 

and performance management process of 
organizations. (53)

One of the most influential items on risk 

management is known as “corporate reputation”, 
which was defined by two authors – dating back 

to the 90’s where this whole deal was starting to 

take shape and importance at a worldwide level 
–, Charles Fombrum and Cees Van Riel, as:

Fombrum and Van Riel also brought to the 

picture four main roles that represent the 

mission of CR in any company: 
 

a. External reflection of a company’s internal 
identity. 
 

b. Establishing mobility barriers; both for the 

company in question, and as well as 

potential rivals. 
 

c. Summarizing assessments of past 
performance by diverse evaluators. 
 

d. Providing an appraisal of the company’s 

economic performance and success in 

fulfilling social responsibilities. (55) 

Although the previous definition proposed by Fombrum and its colleagues its accurate, it is also quite 

technical. Michael L. Barnett, co-author of “Corporate Reputation: The Definitional Landscape”, along with 

John M. Jermier and Barbara A. Lafferty, define corporate reputation in simpler terms as:

“Observers’ collective judgments of a corporation based on assessments of the financial, social, and 

environmental impacts attributed to the corporation over time.” (56) 

“A collective representation of a firm’s past 
actions and results that describes the firm’s 

ability to deliver valued outcomes to 

multiple stakeholders. It gauges a firm’s 

relative standing both internally with 

employees and externally with its 

stakeholders, in both its competitive and 

institutional environments.” (54)

The study published by Guido Berens and Cees B 

M Van Riel, takes particular pertinency.  
 

These authors conducted an overview of the 

dominant perception regarding corporate 

reputation research and measurement, that 
distinguished following three main variables in 

the assessment of reputation  that fit perfectly 

into the aforementioned definitions:

a. The social expectations that people have 

regarding the company. 
 

b. The personality traits that people attribute to the 

company. 
 

c. The perception of a company’s honesty, reliability 

and benevolence, 
 

In a nutshell, CR equals the level of trust that external 
players have towards a company. (57)

CR RELEVANCE

FORTUNE MAGAZINE ALONG WITH THE 

MANAGEMENT CONSULTING FIRM HAY GROUP 

HAVE BEEN PUBLISHING FOR MORE THAN 30 

YEARS, THE WORLD’S MOST ADMIRED COMPANIES 

RANKING (WMAC). 

The edition containing this research is the bestselling 

number of the year and the list of companies that 
appear there are regarded as the most popular 
corporations in the world, making the WMAC the 

standard reputation measurement pattern worldwide. 
(58) 

There are 9 variables (59) that the Fortune 

researchers take into account when performing 

their data gathering: 

a. Management Quality 

 

b. Innovation 

 

c. Quality of products / services 

 

d. Smart use of corporate assets 

 

e. Financial strength 

 

f. Value of long-term investments 

 

g. Ability to attract and retain talent 
 

h. Social and environmental responsibility 

 

i. Effectiveness of the business as a whole 

As it is shown, those nine factors actually cover the whole efficient process of production and profit making of 
any successful company, but aside from them there is one critical aspect, mentioned before; Corporate Social 

Responsibility (CSR).

Being one of the most important factors to bear in mind when talking about CR and RR.  
CSR refers to the kinds of actions companies do in their efforts to navigate the swirling currents of 

changing expectations, expectations that have never loomed larger in the daily lives of 
companies.  (60) 

A recent survey by The Economist (61) divides CSR 

activities into these three general categories:
a. The first and oldest form of CSR is corporate 

philanthropy. 
 

b. The second form of CSR is the “CSR as risk 

management,” or investment in reducing legal risk 

and RR.  
 

c. The third form of CSR is focused on the companies’ 
action to provide a social benefit and save money – 

The Economist calls these “win-win” CSR –; such as 

being more energy efficient, reducing the use of toxic 

chemicals as manufacturing inputs etc. 

All of these variables/factors force the company to 

seek allies in consumers, private organizations, public 

entities, etc. For example, in the case of Oil and Gas 

Companies (IOCs), developing more productive 

working relationships with external stakeholders, 
including governments, is now the sine qua non of 
CSR programs.  
 

Many IOCs pledge to hold themselves to certain 

global minimum environmental standards, such as 

the ISO 14000 environmental management system, or 
to particular environmental goals.Also, when creating 

these alliances, they must always seek to develop 

new standards for addressing social and 

environmental issues in the absence of legal 
standards. (62) 

Another industry example would be the insurance 

business,. Ernst Csiszar and Gregory W. Heidrich in 

their paper “The Question of Reputational Risk: 
Perspectives From An Industry” address corporate 

reputation among insurance companies., Of all the 

relevant data and ideas they present, present it is 

worth highlighting their analysis about how 

reputation should be understood at an industrial 
scale rather than at the level of a single company 

Regarding the current pandemic, American 

economist and Harvard Proffesor Lynn S. Paine has 

pointed at a concern that has been developing 

during the last decade.  
 

This being: Business helping address systemic 

concerns, such as increased income and wealth 

inequality or the enhanced risk of global 
pandemics. 

She concluded that; “While some business 

leaders have heeded the call and found 

innovative ways to help address these 

problems, many others have looked the 

other way or defined the problems away as 

“social issues”. Covid-19 has shown that 
these issues are not only legitimate areas of 
concern for business but also, and more 

importantly, sources of both risk and 

opportunity.” (66)

If Professor Paine is right, two main changes 

into how corporations deal with CR and CG 

have occurred: 
 

a. Boards can expect institutional investors, 
governments, and the general public to 

renew their calls for companies to pay more 

attention to societal problems and to take a 

more active role in helping address them.  

With the information exposed so far, we can conclude that CR leads to a plain and simple conclusion:  
good corporate reputation is as a significant intangible asset in a company. 

 

This theory was proven by author D. Lopez Lopez, who gathered a significant numbers of opinions (67) by key 

players – all of them referenced in the bibliography – in the CR and RR fields. 
 

From this author we have selected the following quotes, a crucial element in the understanding of what CR and 

RR. If you are not convinced with the “case studies” cited, please pay close attention to the quotes in bold – that 
referred to the main benefits and outcomes of a well developed and managed CR:

a. Reputation creates economic value: “In today's world, 
where ideas are increasingly displacing the physical 

factors in the generation of economic value, competition 

for reputation becomes a powerful force that prompts our 
economy”(68) 

b. Reputation impacts the value of companies: 
“Companies may lose more than 30% of the value of 
their shares as a result of a reputational crisis”(69) 

c. “Investors are prepared to pay between 12% and 

30% more if the company has good management” 

(70) 

d. Reputation increases and creates market 
value: “60% of market value is attributable to 

reputation (71) 

e. “Every 1% increase in reputation results 

in a 3% increase in market value (72)

f. The reputation of the companies is 

closely linked to the reputation of its 

managers and executives: “The 

reputation of the CEO represents 65% of 
the reputation of the company (73) 

g. Business reputation attracts talent: 
“73% of MBA students interviewed say 

that corporate reputation is an 

extremely or very important factor in 

deciding which companies to go to work. 
(74) 

REPUTATION MUST BE PROTECTED AND ENHANCED THROUGH AUTHENTIC ORGANIZATIONAL VALUES, DECISIONS, 
BEHAVIORS, AND ACTIONS, WHICH REQUIRE A CLEAR AND EVIDENCE-BASED REPUTATION STRATEGY. 

Reputation is a key strategic asset that 
provides tangible value to organizations by:  
 

1. Creating trust in the organization’s products 

and services 

 

2. Providing access to policy and decision 

makers 

 

3. Attracting and retaining the best employees 

 

4. Driving credibility with outside partners 

 

5. Serving as a critical success factors for 
investors (75)

I will conclude this segment regarding 

Corporate Reputation by quoting recently 

retired Federal Reserve’s Chairman Alan 

Greenspan, in a Harvard commencement 
address: 

‘‘In today’s world, where ideas are increasingly 

displacing the physical in the production of 
economic value, competition for reputation 

becomes a significant driving force propelling 

our economy forward.” (76) 

‘‘In today’s world, where ideas are increasingly 

displacing the physical in the production of 
economic value, competition for reputation 

becomes a significant driving force propelling 

our economy forward.” (76) 

They point out the fact that even though it may 

appear a little more difficult to think of reputation as 

extending not just to an individual firm but also to an 

industry as a whole, at the most simplistic level, it is 

well known that consumers form an opinion about an 

industry as whole – so industries have reputations, 
and aspects of that reputation are formed (or re-
formed) in times of crisis or change for an industry.  

 

In particular, the insurance industry’s reputation as a 

whole is powerfully influenced by how the work of its 

individual members or agents is perceived during 

moments of crisis (e.g., Hurricane Katrina or 9/11). 
(63) 

A great example of how important CSR has become to companies around the world, especially 

big companies who are aware of the positive impact of a good public perception to their 
company; is the signing of the Paris Rulebook by private companies and the letter sent by 

companies to Donald Trump when he pulled out of the Paris Agreement in 2020. 
 

 

In 2020, when Donald Trump pulled the United States of America out of the Paris Agreement-
signed in 2015 to address global warming by more than 190 countries-. A worldwide outrage 

emerged. Corporations such as PG&E, Google, Shell, Microsoft, and many others who signed the 

“Paris rulebook”, committing themselves to work on their own and in partnership with 

governments to mobilize the technology, investment and innovation needed to transition to a 

sustainable carbon-neutral economy demanded publicly to the Trump government to rejoin 

the accord, a petition which sadly didn’t come to a good end.(64) 

b. Similarly, boards themselves will increasingly be 

expected to oversee the business and society interface.  
Instead of being the exception, robust oversight over 
sustainability, CR, societal engagement, corporate 

citizenship, ESG — whatever you want to call it — will 
become the rule. (65) 

FACING REPUTATIONAL RISK. 
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Next chapter

Here we go

APPROACHING CORPORATE GOVERNANCE 

¿WHAT IS  CG?  

 

FIRST OF ALL, THERE IS NO SINGLE MODEL 

OF GOOD CG, HOWEVER, SOME COMMON 

ELEMENTS UNDERLIE GOOD CORPORATE 

GOVERNANCE.  
 

IT CAN BE WIDELY UNDERSTOOD AS A 

GROUP OF PRACTICES, FORMAL OR NOT, 
THAT GOVERN THE RELATIONSHIPS 

BETWEEN THE PARTICIPANTS IN A 

COMPANY, THOSE BEING: I) MANAGERS; 
II) SHARE AND STOCK HOLDERS; AND III) 

THE GOVERNMENT.

a. BOARD COMPOSITION AND EFFECTIVENESS  

 

b. LEADERSHIP CHALLENGES 

 

c. EXECUTIVE COMPENSATION  

 

d. RISK MANAGEMENT 

 

e. STRATEGIC PLANNING  

 

ACCORDING TO THE NEW YORK STOCK 

EXCHANGE (NYSE), THE FOLLOWING FIVE MAIN 

FACTORS (77) ARE ESSENTIAL TO MEASURE CG: 

Andrade A. and J.P. Rosetti (78) studied and exposed four, non-exclusive, ways in which CG can work, those 

being; i) CG as a system to control relationships between stake holders; ii) CG as guardian of shareholders 

rights; iii) CG as a power structure; and iv) CG as rules and code of conducts.  
 

In Figure 10,  an approach to each one of the previously mentioned CG paths is exposed.
Figure 10. (78) Figure 10. (78) 

It is clear then that CG goes beyond the simple 

relationship between investor and 

administrator. This dimension of CG has 

become more common in 2020 during the SARS 

COV2 (COVID-19) pandemic.

Profesor Lynn S.Paine, previously mentioned, 
perceives that the shareholder-centric model, 
which is based on what academics call “agency 

theory”, appears to be giving way to a richer 
model of governance that puts the health and 

resilience of the company at its center. Paine 

points out that in In the life of a company, there 

are times when employees’ interests must come 

first, times when customers’ interests should 

take priority, times when public need is 

paramount, and times when the interests of 
shareholders should be the prime concern. As 

reactions to Covid-19 showed, much depends 

on the nature of the interests at issue and the 

circumstances of the company. (79)

The Agency Theory concept relates 

with the prevention of a common 

problem, the conflict between 

directors controlling a company and 

shareholders of that own the 

company. Whereby the directors 

might not act in the shareholders -or 
other stakeholders- best interests. (80)

The Agency Theory concept relates 

with the prevention of a common 

problem, the conflict between 

directors controlling a company and 

shareholders of that own the 

company. Whereby the directors 

might not act in the shareholders -or 
other stakeholders- best interests. (80)

CG is a tool that has an ex ante nature. This 

meaning that you can use it in order to prevent 
various negative outcomes, such as: 
 

a. Poor administrative calls that affect the 

performance of a company;  
 

b. State intervention, that could end up in huge 

economic fines or even the liquidation of the 

company. 

THESE TOOL CAN BE MATERIALIZED THROUGH 

BUSINESS RULES, CODES OF CONDUCT AND IN A 

BROADER PICTURE; BY APPLYING ALL OF THE 

PRACTICES THAT ARE REQUIRED TO ACHIEVE A 

GOOD CR. 
 

IT’S IMPORTANT TO EMPHASIZE THAT CG GOES 

BEYOND CORPORATIONS AND COMPLIANCE LAWS.  
 

THE DAY-TO-DAY OPERATION OF THE COMPANY 

MUST BE CONDUCTED THROUGH STRONG PILLARS 

OF GOOD CORPORATE CULTURE AND EVERY 

INDIVIDUAL RELATED WITH THE COMPANY MUST 

FOLLOWED THEM.

In order to clarify the concept, just think of the first essential social 
conducts or actions that you are encouraged or thought to do 

since you enter middle school, such as good faith, honesty, trust, 
dedication, solidarity, acknowledgment of others, and so on… 

 

The same conducts and actions are expected to result from good 

CG. 
 

CG has been around ever since the possibility of a conflict 
between investors and managers in corporations arise. Meaning, 
CG has been around since Corporations were invented. Some 

researchers suggest that since the XII century, property rights 

were protected in Europe, particularly in Toulouse, where data 

shows that companies that worked the mills merged in order to 

“improve the governance of the mills as of the honor. (81)

CG reached a mayor impact when the Federal 
Securities and Echange Comission (SEC) in the United 

States brought CG to the “corporate agenda” in the 

mid 1970s., later the American Bar Association (ABA) 
through a Corporate Law Committee issued a 

Corporate Directors Guidebook, this brought CG to 

the legal landscape throughout the US.  
 

Later on Britain led the internationalization of CG in 

1990 when the Committee on the Financial Aspect of 
Corporate Governance was created by the London 

Stock Exchange, this committee was known as the 

Cadbury Committee and served as a model to 

various countries in Continental Europe and to Japan 

(pioneer in Asia regarding CG). (82)

The case of the Europe is perfect to prove the 

effectiveness of CG because competition grew once 

the EU trade regulations provided that in order to get 
capital from investors companies needed an 

effective and fair CG scheme that protected the 

eventual shareholders. Companies that strengthened 

their CG arrangements should be advantageously 

positioned when it came to attracting capital to 

finance growth. 
 

Another perfect example of the importance of CG 

came when in 2008 CG became the term most 
frequently used by academics, policy makers, 
investor and corporate executives around the world 

when analyzing issues of managerial accountability, 
board structure, and shareholder involvement in 

publicly traded companies. (83) 

Trust is a really critical value-adding element, 
and has to be understood as the willingness of a 

party to be vulnerable to the actions of another 
party based on the expectation that the other 
will perform a particular action important to the 

trustor, irrespective of the ability to monitor or 
control that other party (84). 
 

Trust can lower transaction costs and permit 
effective coordination and control. 
 

When starting to deeply explore the concept of 
CG, researchers at the National Bureau Of 
Economics (Randall K. Morck and Lloyd Steier) 

concluded that when an internal network is built 
with high trust between all of its agents a 

system of governance can be more effective 

and improve the CR of the company by making 

it a more reliable institution. (85)

Those standards are applied worldwide, no matter 
the Jurisdiction or Market, for example: in Islamic 

Law, known commonly as SHARI’AH, dealing with 

economic transactions requires abiding by the 

moral standards of the Muslim Religion which 

causes the parties involved to embrace CG in their 
own actions.  
 

The Shariah’s code of conduct encourages every 

Muslim to be just, fair and honest to all the people 

involved in business transactions and to always 

preserve a high moral standard. Prohibiting them 

to betray, deceive or exploit their fellow human 

beings while seeking profit making on the cost of 
moral and business values. (86)

ACCORDING TO THE WORLD BANK, CG CONCERNS THE SYSTEM BY WHICH COMPANIES ARE DIRECTED 

AND CONTROLLED. IT IS ABOUT HAVING COMPANIES, OWNERS AND REGULATORS BECOME MORE 

ACCOUNTABLE, EFFICIENT AND TRANSPARENT, WHICH IN RETURN BUILDS TRUST AND CONFIDENCE.(87) 

 

GOOD CG REDUCES EMERGING MARKET VULNERABILITY TO FINANCIAL CRISES, TRANSACTION AND 

CAPITAL COSTS AND LEADS TO CAPITAL MARKET’S DEVELOPMENT. 

HOW TO SUCCESSFULLY APPLY THE POLICY INSIDE A 

COMPANY. 
 

ACCORDING TO CAF , THE PRACTICES OF CG THAT ARE 

IN FORCE IN A GIVEN COMPANY MUST MAKE UP AN 

INTEGRATED AND EFFECTIVE SET OF RULES SIMILAR TO 

A SPIDER’S WEB THAT PROVIDES A SERIES OF 

RECIPROCAL CONTROLS OR CHECKS AND BALANCES 

BETWEEN THE THREE LEVELS OF OWNERSHIP, 
ADMINISTRATION AND MANAGEMENT.

The definition of a governance model rests on 

the assumption that the concrete practices of 
CG detailed in a set of corporate guidelines 

should be adapted and implemented by the 

company, so that:  
 

a. They are consistent with each other.  
 

b. They point in the same direction.  
 

c. They make up a solid and integrated set of 
rules, that is, a logical, effective and coherent 
model for the needs of the company.  (89) 

Since 1968, CAF (Corporación Andina de 

Fomento - Development Bank of Latin 

America) has grown from being a sub-
regional institution consisting of five 

Andean countries to a Latin American 

development bank that now has 19 

shareholder countries as Class A and B 

shareholders, and private banks as Class 

C shareholders, constituting itself as a 

success case in regional integration. (88)

According to the NYSE Corporate Governance 

Guide, the four following implications must be 

in the mind of directors when designing a 

corporate governance system for their 
company; i) Rely on Data; ii) Considered the 

Context; iii) Focus on Functions; and 

iv)Keeping up the organizational 
perspective(90).  
 

In the end the NYSE sustains that is the quality 

with which the program is designed and 

implemented rather than its mere presence 

that determines whether it will be successful 
or not. 

a. Rely on data: Careful empirical analysis can go a 

long way toward better understanding what works and 

does not work so that changes can be made in a cost-
effective manner. 
 

b. Consider the context: the correct structure will 
depend on context. This is true not only for the issue of 
whether to require an independent director but also for 
the vast majority of corporate governance policies. 

c. Focus on functions, not features: One mistake that 
experts often make is to assume that the presence of 
the feature necessarily implies that the function is 

performed properly. In designing governance systems, 
directors should move beyond the simple decision of 
whether to adopt a governance feature and instead 

tackle the more difficult—and substantive—question of 
how to design a governance system that will add 

tangible value by encouraging the pursuit of corporate 

objectives and discouraging self-interested behavior. 
 

d. Keep an organizational perspective: effective 

governance solutions will take into account the realities 

that come with managing and monitoring groups of 
individuals, including personal and interpersonal 
dynamics, models of behavior, leadership, cooperation, 
and decision-making. It is a mistake to think that 
corporate governance can be adequately understood 

from a strict economic, legal, or behavioral 
(psychological and sociological) perspective.  

In Colombia, the SS, the Chamber of Commerce’ 
Network and the Bogota Chamber of Commerce 

have been working together since 2009 with the 

aim of strengthening CG in Colombia in order to 

uplift the economy by ensuring efficient, 
endurable and productive companies are active 

market players. These institutions developed the 

Colombian Guide of Corporate Governance for 
Closed and Family-owned Companies. (91) 

If one is part of a corporation operating in Colombia 

or aims to own or be a part of one, this CG E-book 

could be used as a great tool to project and 

determine how CG must operate and what benefits 

brings to the enterprise. The 100-page e-book, can 

be found on the Chamber of Commerce online 

library and aims to take the reader trough a Practical 
Good Governance Journey, with ten chapters that 
focus on the following: 
 

1. The why of a Company and Good Governance 

Principles.  
 

2. Stockholders and Corporate Planning.  
 

3. How to take strategic decisions that create value 

and help the company endure & the role of the Board 

of Directors.  
 

4. Relation between Management and Board of 
Directors. 
 

5. Accountability, Transparence & Data 

Management. 
 

6. Risk & Crisis Management trough CG.  
 

7. Sustainability 

 

8. Family-Owned Companies 

 

9. CG in Non-Profit Entities (ESAL) 

 

10. CG for Start-ups. 

The Business Monitor of Corporate Reputation (MERCO) has been elaborating since 1999 a report on how 

Companies apply effective CG Policies in Spain and in Latin America. They construct reports trough the joint 
efforts of financial analysts, ONG’s, consumer associations, unions, economic jurnalists, academic experts in 

Economics and Management, Social Media Managers and Government Authorities. (92) 

Figure 11 shows the 2020 MERCO Colombia Report, where 

the 20 companies in Colombia with the better Corporate 

Governance and Social Responsibility where listed. (93)

Figure 12 shows the 2020 MERCO Colombia Report, where 

the 20 companies in Colombia with the better Corporate 

Governance and Social Responsibility where listed. (94)

Figure 12. (94) Figure 12. (94) 

Figure 11. (93) Figure 11. (93) 

This example serves to prove that CG is not just a 

matter of Law. It may be come from legal 
standards or may be even enforced by some 

Governments, but in the end its clear that CG 

goes beyond into ethical and moral issues, and in 

the Muslim World it even gets involved with 

religion. 

FACING REPUTATIONAL RISK. 

10 years ago these partners decided to launch this project, 
representative of current international trends to increase 

the number of start-ups in the country and positively 

impact variables related with globalization in the last 
decade. They allied with a Private Consultant CG Firm  and 

created a practical, well informed and structured 

document, the “Good Corporate Practices Guide of 
Corporate Governance for Competitive, Endurable and 

Productive Companies.” 



BRAZIL.  
 

In 1976, Federal Law 6404/76 was enforced with the main goal of boosting 

the economy through the stock market. A lei das sociedades anônimas or 
Public Limited Company Law, deals with Sociedades Anonimas which is 

the most used corporate strcture when it comes to medium to high 

corporate ventures, requiring at least two partners.  

Facing Reputational Risk. | All Rights Reserved 2021

LEGAL  

LANDSCAPE 

Colombia & Brasil
SO FAR CR, CG & RR HAVE BEEN APPROACHED BOTH PRACTICALLY 

AND THEORETICALLY, NOW IT’S VITAL TO BE AWARE OF THE 

APLICABLE LEGAL LANDSCAPE FOR BOTH COLOMBIAN AND 

BRAZILEAN COMPANIES. 

COLOMBIA. 
 

Colombia is known in the OCDE for having an 

extensive legal and regulatory framework that is 

constantly being updated trough instructives, 
codes, decrees and laws. 

The constituent assembly determined that companies are 

the basis of Colombia’s development and therefore they 

have a social function. This sets obligations both for the 

private owners of companies and for the State. Also State 

Owned Enterprises play an important role in the Economy 

and are subject to certain rules regarding M&A, labor rights, 
etc.  

In order to understand how CG, and in general the efficient 
and transparent way to run a business, is enforced in 

Colombia, we must begin with the Constitution.  

Commercial Code:  
 

Since 1971, the Colombian commercial code has provided 

the general framework for commercial contract law, 
corporate law, civil liability, etc. The Code has an entire 

Book (II) regarding Commercial Corporations  including 

some rules on CG, especially regarding shareholders 

rights.   
 

Law 222/95:  
 

Regulating Corporations registered in a Stock Exchange 

stablished additional obligations and rights beyond the 

Commercial Code regarding CG enforcement for both 

administrators and shareholders – such as Article 23 that 
mandates additional duties to administrators such as 

making all efforts leading to the proper development of 
the corporate purpose–. An important matter regarding 

Law 222 is the initial approach to conglomerates and 

corporate groups based on the following three criteria: 
 

a. Relationship of subordination 

 

b. Unity of purpose 

 

c. Management 

Financial Conglomerate Law (1870/2017):  
 

In 2017, Law 1870would develop the three criteria from Law 

222 into the definition of a Financial Conglomerate: 
 

a. Entities subject to the inspection and supervision of the 

SFC and its national and/or foreign financial subsidiaries. 
 

b. Foreign entities that exercise an activity of the entities 

supervised by the SFC, and its national and/or foreign 

financial subsidiaries. 
 

c.Legal entities or investment vehicles through which the 

financial holding company exercises control of the 

entities referred to in subparagraphs (a) and (b). (95) 

Law 964/2005:  
 

Even though the main focus of this Act was the Securities 

Market, it was also the first critical intervention of the 

Government in the Stock Market, through key reforms 

such as: 
 

a. 25% of directors must be independent and the CEO 

must be different from the chairman of the board 

 

b.  The audit committees had to be established in a 

partial and objective structure.  
 

c. Established new checks and balances such as the 

Compliance Officer, an external person with no relation 

with the Board of the Company that must ensure the 

Company’s compliance with law and authorities and the 

functional and solid structure of CG within the company.  

Law 1258 of 2008: 
 

Perhaps the key law regarding companies in Colombia is 

Law 1258/2008 commonly known as the SAS (Sociedad 

por Acciones Simplificada) Law now the favorite 

corporate structure in the country.  
 

By 2018, 10 years after the Law was published, 54% of the 

corporations in Colombia were operating under this legal 
structure and five out of ten new companies choose this 

structure. (96) 

Law 1564/2012:  
 

The General Code of Procedure introduced a tool for 
minority shareholders, allowing them to file a claim 

before a judge in order to seek the annulment of any 

action taken by the majority shareholder or board that 
resulted in abuse of powers.  

Administrative Decrees  

 

A number of regulations have been issued by the 

government to provide guidelines and regulation about 
corporate practices such as the following: 

a. The approval of Código País (Country Code of 
Corporate Governance), currently enforced by External 
Instructive 28/2014 Modifies External Instructive 007 of 
2011  in 2007, and requiring all listed companies and other 
fixed income securities, and in general all companies 

under the jurisdiction of the Financial Superintendence to 

submit a survey to declaring the fulfillment or not –in 

which case they have to justify noncompliance – with 33 

measures comprising 148 individual corporate 

governance recommendations.  
 

Any other company could voluntarily apply the Código 

País.  
 

Overall, Colombia’s stock exchange listed companies 

reported that they had implemented 60% of the Code’s 

recommendations by 2019. 
 

However, compliance was much higher among 

Colombia’s largest and most actively traded companies 

on the COLCAP index at 85.81% by 2019.  (97) 

 

Figure 13 taken from a Financial Superintendence Report, 
shows the percentage of implementation of Código País 

through the period of 2015-2019.   
 

b. Decree 2175 of 2007 regulates the administration and 

management of collective portfolios; 

Figure 13. (92) Figure 13. (92) 

c. Decree 3139 of 2006 has as a main purpose to 

safeguard the Integrated System of Information of the 

Stock Market -SIMEV-; and 

 

d. Resolution 116 of 2002 complements Resolution 1200 of 
1995 on the issue of illegal, unauthorized and insecure 

practices in companies. 

Financial and Corporations Superintendence’s  

 

Currently the Financial Superintendency and the Corporations Superintendency have specialized departments that supervise 

the fulfillment of Corporate Governance by all monitored companies.  
 

Also, the Superintendence of Corporations has judicial functions to adjudicate cases regarding Corporate Law, reducing time 

to reach a ruling and bringing more consistent rulings, due to the expertise on the subject of the Superintendence staff. The 

Chambers of Commerce across the country are constantly hosting conferences and organizing certified courses on CG, as 

well as publishing Codes of Good Corporate Conducts, like The Colombian Guide of Corporate Governance for Closed and 

Family owned Companies (98) or the Corporate Governance Passbook (99).  
 

Also, most of the Chambers provide CG consulting services to interested companies.   

Managing Reputational Risk, Corporate Governance and Anti-Corruption:  
 

After Colombia became a party to the Anti-Bribery Convention in 2013 and also ratified the Inter-American Convention 

against Corruption and the United Nations Conventions against Corruption, and accepted the OECD guidelines of the Working 

Group of Bribery, the Government purported to develop a more effective framework against corruption. This resulted in the 

Law 1474, known as the Anti-Corruption Statute.  
 

Later on, the Law 1778 of 2016 related with foreign bribery, follows the pattern of the US Foreign Corrupt Practices Act (FCPA) 

and other Anti-bribery laws. This law provides for corporate liability of any Colombian company or any of its foreign 

subsidiaries, as well as for subsidiaries of foreign companies registered to do business in Colombia, that engages in corrupt 
actions.  
 

The latest policy decision of the Colombian government about combating corruption and fraud, focusing on risk assessment 
and mitigation, third party due diligence, dedication of resources to the compliance function, and commitment of senior and 

middle management to the promotion of a culture of compliance, materialized in the Superintendence of Corporations’ 
Resolution 100-006261.  
 

a. This resolution imposed on a broad range of companies the duty to implement a Corporate Transparency and Ethic 

Program (those that carried out transactions with foreign natural or legal persons during the previous year greater than 100 

Minimum Current Legal Monthly Wages (MCLMW) and have incomes or total assets equal to or greater than 40,000 MCLMW).  

Finally, the Constitution determined the functions of the Congress, Government and the business-related 

Superintendencies (Financial and Corporations), which are the main actors promoting good practices and 

enforcing an effective legal framework regarding CG that can help to prevent Reputational Risk from 

materializing.  

LAW 6404 brings general guidelines for preventing 

agency conflict and protecting minority shareholders, 
trough well enforced CG policies and decision-making 

procedures, among many other tools, such as: 

a. Annually and mandatory disclosure of corporate 

information. 
 

b. Possibility to trade shares in the Stock Market and 

being governed by B3 S.A.S., one of the most influential 
CG entities in the country along with the Instituto 

Brasileiro de Governança Corporativa..  

Recently through Law 13,818 of 24 April 2019, corporations with 

less than 20 shareholders and equity of approx. USD 1.8 million 

(10 million reais), were exempt from publishing minutes of 
corporate resolutions and financial statements in local 
newspapers.  Also, those that are still mandated to publish 

corporate information, can now published only a summarized 

version if they upload the complete documents online. (102)

c. Managers are obliged to three principal duties aligned with 

good corporate governance: i)  Loyalty; ii) Care; and iii) 

Avoidance of Conflicts of Interest. (100) 

 

There are 165.309 Socieades Anônimas, active in Brazil of 
whom 3.181 are open and traded. (101) 

 

The “Código Civil (Federal Law 10.406 of 2002), embodied 

commercial and civil regulations. 
 

Although special Federal Law 6404/76 takes precedence, 
this law also applies to the Socieades Anônimas .  Also, 
the Code regulates the Sociedad Empresária Limitada or 
Limited Liability Companies (LLC) which is the second 

most used corporate structure in the whole country, with 

4.215.578 (103) active LLCs in the country.  
 

These companies are mainly governed by the 

partnership agreement and all partners are held jointly 

liable for the corporate capital’s complete payment. LLCs 

are not obliged to publish corporate information. 
 

Once the capital is fully paid up, the responsibility is 

restricted to the amount of each partner’s ownership 

interest. Unless the corporate veil is pierced and 

corporate shareholder, managers and other legal 
representatives face personal liability if its proven that 
they acted in bath faith, affected third parties and/or 
violated legal dispositions, as it happens in Colombian 

Corporations and SAS. 

Originally the Code requires two members to create 

an LLC but in 2019 trough Law 13.874/19. “MP 881” or 
the “Economic Freedom Act of 2019”, LLCs with a 

single shareholder were permitted. One year later, in 

2020, there were 1.034.755 (104) registered Empresas 

Individuales de Responsabilidade Limita (EIRELI). 
 

The Law of Economic Freedom includes four main 

principles that serve as guidelines for the particular 
provisions: 
 

a. Freedom to do business  

 

b. Good faith of individuals is presumed. 
 

c. Subsidiary minimal and exceptional intervention of 
the State on businesses. 
 

d. Recognition of the vulnerability of the individual 
before the State. (105) 

Lei Complementar Micro Empreendedor Individual 
(MEI) 

 

This law was passed in 2008 to promote the 

formalization of micro and small enterprises and help 

entrepreneurs to open a bank account or requesting 

credit easily. (106) 

 

The requirements were to have a gross annual 
revenue of less than (USD) 60.000 reais, hire only one 

worker and not owning capital in other company. 
 

This law allows small business owners to secure a 

state pension, disability and survivor rights, access to 

the public health system or Sistema Único de 

Saudade. The law also provided MEIs with tax benefits 

not available to other corporate structures.  
 

Currently MEI is the most used structure in Brazil, with 

113.783.503 active empresarios. (107) 

The Brasil, Bolsa, Balcão (B3) 

 

Known before as BM&F Bovespa, is one of the world’s 

largest financial market infrastructure companies, 
providing trading services in an exchange and OTC 

environment. It’s also the largest futures exchange in 

Latin America based on the number of futures 

contracts traded. (108) 

 

B3 has created differentiated listing segments, with 

rules setting out corporate governance practices and 

transparency requirements in addition to those 

already established under Brazilian corporate 

legislation. 
 

In 200 the launch of the Novo Mercado and Corporate 

Governance Level 1 and Level 2 led the way to the 

creation of B+ and B+ Level 2 in 2012. As of today the 

following are the listing segments: 

a. Novo mercado listing regulation – nm 

 

b. Regulamento de listagem e aplicações de sanções 

pecuníarias, that has four levels: 
i. n2 

ii. n1 
iii.  b+ 

iv. b+ n2 (109) 

 

Novo mercado sets the bar high by requiring 

companies to adopt minimum terms for board 

member, trading policies, voting-only shares, 
requirements for corporate investors like private 

equity funds to participate in invested companies’ 
decision-making processes and effectively influence 

the determination of their business strategies and 

management. etc. (110) 

Instituto Brasileiro de Governança Corporativa 

 

Founded in 1995, the Brazilian Institute of Corporate 

Governance (IBGC) has been the leading institution in 

promoting and developing CG in the Brazilian economy.  
 

Not only in the private sector, by creating the Código das 

Melhores Práticas de Governança Corporativa (IBGC 

Code) which is considered to be the most established 

and comprehensive code relating to corporate 

governance in Brazil (110), but also in the public sector, 
by collaborating with the Brazilian Securities and 

Exchange Commission to create the Código Brasileiro 

de Governança Corporativa, for publicly held 

companies.  
 

IBGC provides professional training and certificate 

programs, organize events and also operate regionally 

through seven branches in the states of Ceará, Minas 

Gerais, Paraná, Pernambuco, Rio de Janeiro, Rio Grande 

do Sul and Santa Catarina.  (111) 

The IBGC Code is divided into the following five chapters: 
a. Shareholders. 
 

B. Board of directors. 
 

c. Board of officers. 
 

d. Fiscal and controlling bodies. 
 

e. Conduct and conflicts of interest. 
 

Any type of Brazilian corporate entity can choose to 

comply with the IBGC Code; the IBGC Code is not limited 

to a specific type of corporate structure. 

CVM 

 

The Comissão de Valores Mobiliários (CVM) or Brazilian 

Securities and Exchange Commission is a public self-
regulated entity that reports to the Ministry of Finance. It 
was created in 1976 by Law No. 6,38576. CVM’s main 

mission is the supervision, control and develop of the 

Brazilian securities market, trough the establishment of 
regulatory strategies that bring security and credibility 

to the investors. (112) 

 

The Brazilian Corporate Governance Code (Código 

Brasileiro de Governança Corporativa) (“the Code”) 

launched in 2016 provides for standards related to board 

practices, shareholders’ rights, disclosures, voting 

mechanics and environmental and social risks. 
 

On 8 June 2017 the CVM enacted Rule 586 that required 

listed companies to file an annual report disclosing 

which recommendations set out in the Code were 

adopted and, if a recommended practice was not 
adopted, the company must explain why. (113) 

 

The Código País in Colombia works like the CG Code of 
the CVM.  
 

Remote voting card system for shareholders by listed 

companiesis mandatory since 2017 and 2018 as 

provided for in CVM Rule 561 of 7 April 2015 (“CVM Rule 

561”), aimed at increasing shareholders’ activism and 

minority shareholders’ protection. It has also helped to 

improve board effectiveness and “proper” board 

composition. (114) 

 

a. Regarding CG Digital Tools remote voting became 

available for LLC, closely held corporations and co-
operatives on 2020, trough Ruling No. 79 of 14 April 2020. 
Before, remote voting was only allowed for Sociedades 

Anónimas. But the CVM continues to regulate remote 

voting for publicly held corporations under CVM 

Instruction No. 561 of 7 April 2015 (ICVM561) and CVM 

Instruction No. 622 of 17 April 2020 (ICVM622). (115) 

Fight Against Corruption  

 

Brazil currently ranks 94 in the Corruption Perceptions Index of 2020 (Colombia 

ranks 92) carried out by the Organization Transparency International. (116) 

 

The enactment of the Clean Company Act (Federal Law No. 12,846 of 2013) was 

supposed to provide a significant boost to corporate governance by providing 

corporate controls in the fight against corruption and other illicit behaviors in the 

corporate environment.  
 

Regarding accountability, legal entities are subject to strict liability (and therefore 

is not necessary to prove intent) for prohibited acts committed in their interest or 
for their benefit (whether exclusively or not).  
 

The implementation of a compliance program is not mandatory under the law but 
if a violation occurs, the entity’s compliance program will be assessed by the 

enforcement authorities and may be considered a mitigating factor for a fine. The 

existence of a compliance program does not eliminate civil or administrative 

liability for legal entities but can reduce sanctions on them. 
 

Federal Decree No. 8,420/2015 provides guidance on what can be considered an 

effective compliance program. (117) 

 

Two other laws contain additional provisions: 
 

a.Federal Law No. 8,429/1992 (the Brazilian Integrity Law), which establishes civil 
and administrative corporate liability for acts against public law principles, such 

as morality and legality; and 

 

b. Federal Law No. 8,666/1993 (the Brazilian Public Procurement Law) that provides 

rules for public tenders and contracts with the government. 
 

The pioneering initiative of the state of Rio de Janeiro in State Law No. 7,753/2017, 
made mandatory the existence of compliance programs at companies entering 

into contracts with the state administration. The example was followed by the 

federal district in Law No. 6,112/2018 and the states of Rio Grande do Sul (State Law 

No. 15,228/2018), Amazonas (State Law No. 4,370/2018) and Goiás (State Law No. 
20,489/2019). (118)

Keep ReadingKeep Reading
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Soft-Law and the role of International 
Organizations regarding CG and Risk 

Management.

In today’s world, a State’s Economy Policies have to fulfill international obligations either to other 
states or to international organizations. This has put the CG, CR and, in general, good corporate 

practices at the top priority list of tasks that not only the private sector but also the Government and 

State Owned Companies must fulfill 

A good example is the International Monetary 

Fund, organization which among other key 

functions in the Macroeconomic Worldwide 

scenario provides access to credit to States. 
 

The IMF considers poor corporate governance 

as detrimental to economic activity and 

welfare.  
 

In 1997 the IMF adopted a policy on how to 

address economic governance, embodied in 

the Guidance Note “The Role of the IMF in 

Governance Issues.” To further strengthen the 

implementation of this policy, the IMF 

adopted in 2018 a new Framework for 
Enhanced Engagement on Governance. The 

framework aims at promoting more 

systematic, effective, candid, and 

evenhanded engagement with member 
countries regarding governance 

vulnerabilities—including corruption—that are 

critical to macroeconomic performance.(118)

In the Report “Fostering Stability in a Low-
Growth, Low-Rate Era”, the IMF found two 

important facts about CG: 
 

a. CG improvements make emerging markets 

more resilient to financial downturns, and 

fosters deeper and more liquid capital 
markets, which allows them to absorb shocks 

better; 
 

b. CG and investor protection have generally 

improved in emerging market economies 

over the past two decades, and that these 

developments have helped bolster the 

resilience of their financial systems. (119) 

Besides the CG Principles and Committee, the 

OECD is an ideal forum for CG discussions, as it 
brings together representatives of 30 OECD 

member countries as well as numerous other 
countries that participate in the Organization’s 

work.  
 

Together, these countries account for more than 

90 percent of world stock market capitalization. 
These governments have a vested interest in 

working on behalf of their citizens to ensure good 

practice in corporate governance, as an 

essential element in the promotion of prosperity 

and economic growth. (121)  

CLOSING COMENTT

Next chapter

Here we go

Since 1999, the OCDE principles have been 

aiming to promote an environment of trust, 
transparency and accountability necessary for 
fostering long-term investment, financial 
stability and business integrity. Becoming an 

international benchmark for policy makers, 
investors, corporations and other stakeholders 

worldwide. (123)  

Just like R.R., CG is fluid and constantly 

changing, which is why the latest edition of the 

principles (2015) was drafted bearing in mind  

the global financial crisis, the increase in cross-
border ownership, changes in the way that stock 

markets function and the consequences of a 

longer and more complex investment chain 

from household savings to corporate 

investments. (124) 

THERE ARE SIX DIFFERENT CHAPTERS OF THE OCDE PRINCIPLES. EACH ONE 

CONTAINS ONE MAIN PRINCIPLE AND A NUMBER OF SUPPORTING SUB-
PRINCIPLES.

1. Ensuring the basis for an effective 

corporate governance framework.  

The corporate governance framework should 

promote transparent and fair markets, and the 

efficient allocation of resources. It should be 

consistent with the rule of law and support 
effective supervision and enforcement. 

2. The rights and equitable treatment 
of shareholders and key ownership functions

The corporate governance framework should 

protect and facilitate the exercise of 
shareholders’ rights and ensure the equitable 

treatment of all shareholders, including minority 

and foreign shareholders. All shareholders 

should have the opportunity to obtain effective 

redress for violation of their rights.  

3. Institutional investors, stock markets, and 

other intermediaries   

The corporate governance framework should 

provide sound incentives throughout the 

investment chain and provide for stock markets 

to function in a way that contributes to good 

corporate governance.

4. The role of stakeholders in corporate 

governance 

The corporate governance framework should 

recognise the rights of stakeholders established 

by law or through mutual agreements and 

encourage active co-operation between 

corporations and stakeholders in creating 

wealth, jobs, and the sustainability of financially 

sound enterprises.

5. Disclosure and transparency 

The corporate governance framework should 

ensure that timely and accurate disclosure is 

made on all material matters regarding the 

corporation, including the financial situation, 
performance, ownership, and governance of the 

company.

6. The responsibilities of the board 

The corporate governance framework should 

ensure the strategic guidance of the company, 
the effective monitoring of management by the 

board, and the board’s accountability to the 

company and the shareholders.

The IMF promotes good governance through 

many initiatives. These include encouraging 

members to improve accountability and 

transparency through disclosure of documents 

related to their engagement with the IMF either 
under the program or surveillance framework. 
 

The IMF also assesses members’ compliance with 

selected international transparency standards 

through the standards and codes initiative.12 In 

addition, the IMF has developed transparency 

principles for fiscal and monetary policies and a 

transparent management of natural-resource-
related revenues. (120) 

The quality of a country’s corporate governance 

framework is decisive for the dynamism and the 

competitiveness of its business sector and the 

economy at large. It will also support the 

corporate sector to manage environmental, 
social and governance (ESG) risks and better 
harness the contributions of different 
stakeholders, be it shareholders, employees, 
creditors, customers, suppliers, or adjacent 
communities, to the long-term success of 
corporations. (122)  

The application of the OCDE principles, or the Global Compact Principles regarding ESG, and in general of 
every soft-law tool that can help to maintain a good C.G. policy, or to manage a company’s reputation 

effectively, is vital to preventing R.R. from materializing for an agent involved in the real sector of the 

economy, specifically because the laws and decrees that are currently enforced in Colombia and Brazil, 
could lack to provide solid guidelines to corporations outside of the Financial Sector or at least not 

supervised by Financial Authorities.  
 

In the closing commentary, additional tools will be presented that can help to achieve a solid C.G. policy, 
E.S.G. good practices and maintain a Positive Corporate Reputation in order to prevent E.S.G. from 

materiliazing. 

FACING REPUTATIONAL RISK. 
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CLOSING COMEMENT

ENTERPRISES ARE WHAT KEEPS ECONOMIES FLOWING AND GROWING, BUT IF THOSE ENTERPRISES 

DON’T PERFORM THEIR PRODUCTIVE ACTIVITIES GUIDED BY SOME CODES OF CONDUCT – THAT WILL 

NOT ONLY BE A TOOL OF PREVENTION FOR REPUTATIONAL RISK SCENARIOS, BUT ALSO WILL 

INCREASE PROFIT AND THE VALUE OF THE COMPANY –, ONLY NEGATIVE OUTCOMES MAY COME, 
AFFECTING NOT ONLY THE COMPANY BUT IN MOST CASES THE WHOLE INDUSTRY THE COMPANY 

PARTICIPATES IN AND ALSO THE COUNTRY’S ECONOMY.  
 

BUT THIS ISSUE CANNOT BE SOLELY ANALYZED AT AN ENTERPRISE LEVEL, IT ALSO REPRESENTS AN 

ELEMENT OF VALUE FOR THE GOVERNMENTS BY ALLOWING THEM TO BE A PART OF ORGANIZATIONS 

SUCH AS THE OCDE, OR TO OBTAIN ACCESS TO CREDIT FROM THE WORLD BANK OR THE IMF MORE 

EASILY DUE TO POSITIVE INDEX OF CORPORATE GOVERNANCE PRACTICES AND CORPORATE 

REPUTATION OF COMPANIES WITH ACTIVE OPERATIONS IN THE COUNTRY. 

This brief closure chapter wants to emphasize the 

benefits that good CR, achieved through strong 

and efficient CG practices generate, not only at a 

microeconomic scale but also to a 

macroeconomic one.  
 

Once a company chooses a good “corporate life 

style," results such as the following may appear: 
 

a. more stable profits 

 

b. increased value for shareholders and society 

 

c. Prolong the company’s life cycle. 
 

d. Contribute to prevent economic and industry’s 

crisis, safeguarding the whole market and it’s 

country’s economy. 
 

e.  Create value for the Government at an 

international landscape, with international 
organizations and other states.  
 

f. contribute to the country’s economic and social 
development. 

This is why RR is a key subject in the discussion 

of the public interest in economic and corporate 

terms.  
 

People that are in any way related to the offering 

of good and services in the real sector of the 

economy, not only at a private practice but also 

public entities must know the importance and 

relevance of this matter.  
 

Perhaps one can say that it won’t matter if a 

non-directive employee knows what RR implies, 
but as a matter of fact; if all of the individuals 

that are part of this productive activity, act 
within the standards that CG requires and 

maintain a Good Corporate Reputation, they are 

the ones that will help surpass RR.  
 

This is what some call a good corporate culture 

that may become the most solid safeguard for 
the preservation of high corporate standards.  

BIBLIOGRAPHY
Here we go

Achieving those high corporate standards by 

implementing a solid and active CG policy, 
accompanied by efforts to surpass the 

constant change of expectations, by third 

parties involved with the company’s day to 

day, may seem a tough task to be carried out 
only by a team of workers or shareholders of 
a company. 
 

But; in today’s world technology can be the 

perfect allied to not only provide a fast 
resolution and permanent support to many 

daily operational or costumer issues, but also 

to free up capacity to work on complicated 

matters resulting from managing a solid 

corporate reputation or compliance 

requirements. 
 

The IMF considered that the rise of financial 
technology (FinTech) could lead to a 

redrawing of the boundaries of regulation 

with the application of innovative 

technologies and to carry out financial 
transactions more efficiently, but also outside 

normally regulated financial channels. (125)

Also the growing use of “RegTech,” which 

supports risk management and regulatory 

compliance in financial firms, and “SupTech,” 
which can help bring the tools that underlie 

main FinTech devel- opments (like artificial 
intelligence, machine learning, and big data 

analytics) in monitoring, identity 

management, and data analysis. 
 

Regulatory Technologies are digital 
information tools that allow a company to 

manage the regulatory impact of its different 
business models, both products and services, 
thus allowing it  to mitigate the 

materialization of  R.R. through analysis, 
monitoring, notification and/or reporting, 
execution and compliance of “external” 
processes with authorities and “internal” 
within the same company.  

The University of Cambridge, revealed in 2019 

a study carried out along with the firm Ernest 
& Young, from which the following figure is 

highlighted, which shows the main solutions 

that have been achieved in the global 
RegTech industry.  
Figure 14. (126)

Bearing in mind the impact of REGTECH in 

different variables that contribute to improve 

CG and increasing a positive CR, why not  
standardized coding that forces each agent 
inside of the company to interact in a certain 

way with the company’s allies, costumers, 
authorities, etc… 

 

The approval of a digital system that 
captures, processes, analyzes and reports 

information would allow all of these processes 

to be carried out in a way that increases the 

possibility of mitigating R.R. for the company. 
 

Although this proposal could seem expensive 

for a single company to implement, it is 

feasible to achieve if efforts are  put in place 

to make viable the following scenarios :  
 

a) Increasing the confidence of those who are 

interested in acquiring and/or investing in 

REGTECH technologies for their companies. 
 

b) Transparency and traceability of the 

different tools available on the market and 

certainty of their effectiveness and usability. 

c) A space for conversation and approach between 

regulatory entities and supervised companies in the 

real sector of the economy.  
 

d) Creation of a certified union structure for REGTECH 

software development companies. In turn, this 

creates greater security for foreign investors and 

increases the potential to generate investment and 

“bridges” with other states to promote the 

development of these technologies.

THE FOLLOWING DECADE WILL BRING MANY CHALLENGES REGARDING THE ROLE OF CORPORATIONS 

IN THE INDUSTRIAL REVOLUTION 5.0, TECHNOLOGY WITHOUT A DOUBT WILL BECOME ONE OF THE 

MAIN TOOLS NOT ONLY TO PREVENT AN INDUSTRY OR ECONOMIC CRISIS, BUT ALSO TO INCREASE 

THE PRODUCTIVITY AND COMPLIANCE OF COMPANIES WHILE REDUCING COSTS IN THE LONG TERM. 
 

 REGTECH IS ONE CLEAR EXAMPLE OF HOW CG AND R.R. CAN BE EFFECTIVELY HELP TO PREVENT R.R. 
FROM MATERIALIZING IN A COMPANY, BUT IN THE END THE MOST IMPORTANT MATTER WILL BE THE 

ACKNOWLEDGMENT AND IMPORTANCE OF TOOLS SUCH AS C.G.; E.S.G & C.R. TO BE IN THE TOP OF 

MIND OF EVERY AGENT IN THE REAL SECTOR OF THE ECONOMY.  
 

AND THAT IS WHAT THE CREATOR OF THIS WEBPAGE HOPED TO HAVE ACHIEVED.   
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