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1. INTRODUCTION

he rapid evolution of artificial intelligence (Al) is transforming industries and reshaping con-

ventional paradigms in governance and management. In the realm of corporate governance,
Al tools offer a powerful means to address inefficiencies, improve decision-making accuracy,
and enhance organizational transparency. As businesses operate in increasingly complex environ-
ments, the integration of Al into governance structures promises not only operational advantages
but also the potential to reinforce ethical and legal standards.

This paper investigates the intersection of corporate governance and Al, analyzing how Al-driven
mechanisms are being employed to optimize governance practices. It focuses on the role of Al in
three critical areas: corporate decision-making, risk management, and transparency. By leveraging
Al capabilities, companies can better anticipate risks, streamline compliance efforts, and foster
trust among stakeholders. However, the deployment of Al in governance also raises pressing
questions about regulatory oversight, accountability, and the balance between innovation and
ethical responsibility.

The regulatory frameworks of Portugal and Brazil provide a compelling backdrop for this study.
Portugal’s approach, grounded in strong data protection laws and an emphasis on corporate trans-
parency, offers a model of how regulations can foster trust while embracing technological advances.
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Conversely, Brazil’s focus on regulatory reforms to encourage innovation in Al, coupled with
accountability measures, demonstrates an alternative path toward harmonizing technological
growth with governance standards.

Through a comparative analysis of these two jurisdictions, this study seeks to elucidate the oppor-
tunities and challenges posed by Al-driven governance. It also examines how regulatory envi-
ronments in both nations can evolve to address the complexities of Al integration. By exploring
these dynamics, the paper aims to offer practical recommendations for aligning Al applications in
corporate governance with ethical, legal, and economic considerations. Such alignment is essential
for building a governance landscape that is not only effective and transparent but also sustainable
in the face of technological advancement.

2. REGULATIONS AND FRAMEWORKS IN AI-RELATED
TO CORPORATE GOVERNANCE IN BRAZIL

In Brazil, the relationship between corporate governance (Coelho & Santos Junior, 2018) and arti-
ficial intelligence (Al) is considered fundamental to the development of fairer and more efficient
societies. When governance is applied to artificial intelligence, it becomes crucial to ensure that
this technology is used ethically, transparently and responsibly. Furthermore, responsibility has
been much debated in the country in the face of fake news resulting from the use of Al, because
while it can be a tool for detecting and mitigating the spread of fake news, on the other hand, it
can be used to create and spread disinformation.

Artificial intelligence connects with various areas and in the social field it can offer innovative
solutions to social problems, such as optimizing public services, analyzing data for public policies
and improving administrative efficiency. However, without proper governance, the risks asso-
ciated with the use of artificial intelligence can materialize, such as algorithmic discrimination
and the violation of citizens’ privacy. In this sense, it is essential that institutions establish clear
guidelines on the use of Al, promoting inclusion and equity. In addition, effective governance must
involve the participation of civil society in the formulation of Al-related policies. This ensures
that citizens’ voices are heard and that their concerns are considered in the decisions that affect
their lives. Transparency in government actions regarding the use of Al is also vital to building
trust between citizens and institutions.

Artificial intelligence has the potential to transform sectors such as health, education, security and
finance, but it also raises concerns about privacy, ethics and security. Without clear regulation, there are
risks associated with the misuse of personal data, algorithmic discrimination and a lack of transparency
in automated decisions. Given this context, the regulation of artificial intelligence in Brazil is becom-
ing increasingly necessary as this technology advances and integrates into various areas of society.

A regulatory framework, an expression that has gained prominence in Brazil, can establish guide-
lines that guarantee the protection of citizens’ rights, promoting the ethical and responsible use
of Al This includes defining responsibilities for companies that develop and implement these
technologies, as well as rules on how data should be collected, stored and used. Regulation can
also encourage research and the sustainable development of artificial intelligence, ensuring that
innovations are beneficial to society.

In addition, regulation can help create an environment of trust between consumers and compa-
nies, promoting the acceptance of Al in different sectors. It is essential that Brazil seeks to align
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its policies with international best practices, ensuring that the country does not fall behind in the
global race for technological innovation. Therefore, it is essential that the government, together
with experts and civil society, work on drafting comprehensive legislation that addresses the
challenges and opportunities brought about by artificial intelligence.

Despite the urgent need to regulate artificial intelligence in Brazil, Law Project 2.338/2023, which
deals with the issue, has been under discussion in the National Congress since 2023 and is therefore
pending approval (Chamber of Deputies, 2023). The bill is the result of the work of a committee of
jurists and is being analyzed alongside other regulatory proposals, including Law Project 21/2020
(Chamber of Deputies, 2021), which lists guidelines for the promotion and action of the Brazilian
government concerning the use of Al

In Brazil, laws that intend to address new technologies must follow a principled basis, similar to
those contained in Law 12.965 of 2014 (National Congress of Brazil, 2014), known as the Civil
Rights Framework for the Internet, which aims to establish rights, duties, guarantees and principles
for the use of the internet in Brazil, ensuring privacy and protection of personal data, freedom of
expression and net neutrality. In addition, it is important to make it clear that companies providing
Al applications need to be subject to the application of the Brazilian Consumer Protection and
Defense Code under Law 8.078 of 1990 (National Congress of Brazil, 1990). Finally, legislation
on Al must be in harmony with the Constitution of the Federative Republic of Brazil, especially its
first article, which places human dignity as one of the foundations of the Democratic State of Law.

Pending the approval of Law Project 2.338 (Chamber of Deputies, 2023), the latest law considered
to be a regulatory milestone impacting the use of Al in Brazil is the General Data Protection Law
(GDPL) (National Congress of Brazil, 2018). Inspired by the General Data Protection Regulation,
which is European Union (2016) legislation that establishes data protection and privacy standards,
the GDPL establishes guidelines for the handling of personal records, such as the collection, storage
and processing of information. It is therefore possible to say that Brazil is following in Portugal’s
footsteps when it comes to the digital environment and data protection.

Regulation of the issue is highly controversial in Brazil. So much so that Bill 2.338 of 2023 (Chamber
of Deputies, 2023) has already undergone one hundred and fifty parliamentary amendments. In its
first article, the bill defines the scope of the legislation, which is to establish general national rules
for the development, implementation and responsible use of artificial intelligence (Al) systems in
Brazil, with the aim of protecting fundamental rights and guaranteeing the implementation of safe
and reliable systems, for the benefit of the human person, the democratic regime and scientific
and technological development.

Just like the GDPL (National Congress of Brazil, 2018), the law brought in some definitions with
the aim of standardizing the normative language of a very dynamic and changing subject. In this
sense, it defined an artificial intelligence system as a computer system, with varying degrees of
autonomy, designed to infer how to achieve a given set of objectives, using approaches based on
machine learning and/or logic and knowledge representation, using input data from machines or
humans, with the aim of producing predictions, recommendations or decisions that can influence
the virtual or real environment.

For those who claim that artificial intelligence will replace human action, Law Project 2.338
of 2023 (Chamber of Deputies, 2023) provides that human intervention is crucial in reviewing
automated decisions to ensure that they are fair and free from bias. This is because it is human
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action that develops Al. In addition to human review, the adoption of control mechanisms such
as double-checking by experts, the use of Al to audit Al, and the implementation of continuous
feedback systems to adjust algorithms according to the results are measures that can make review
fairer and more efficient. After all, transparency and access to explanations about decisions are
fundamental to enabling an effective review and the correction of possible errors or injustices.

In view of the content presented, the relationship between governance and artificial intelligence
in Brazil not only enhances the responsible use of this technology but also promotes a more cohe-
sive and participatory social environment. For Al to benefit society as a whole, a commitment to
governance practices that prioritize ethics, transparency and respect for human rights is essential.
In this context, regulation becomes necessary and urgent, as technological advances have strongly
affected legal relations in Brazil.

3. REGULATIONS AND FRAMEWORKS IN AI-RELATED
TO CORPORATE GOVERNANCE IN PORTUGAL

As we’ve seen so far, all developments regarding Al-driven mechanisms under both corporate
governance and compliance processes as regulated frameworks in Brazil, we acknowledge that, in
parallel, Portugal has embraced Artificial Intelligence (Al) as a critical component in modernizing
corporate governance while aligning with European Union (EU) directives and strategies’. The
country’s regulatory landscape combines national-level initiatives with European decisions to
ensure a robust yet flexible framework for integrating Al into corporate governance, even though
still in its implementation phases".

Portugal’s integration of Al into corporate governance operates within the broader framework
of'its obligations as a member state of the European Union (EU). As stipulated in Article 2 of the
Treaty on the European Union, the EU is founded on values that include respect for human dignity,
freedom, democracy, equality, the rule of law, and human rights, with special consideration for the
rights of minorities. These values guide member states toward fostering a society characterized by
pluralism, non-discrimination, tolerance, justice, solidarity, and gender equality (Almeida, 2021).

Given these foundational principles, Portugal must ensure that its Al regulations and corporate gov-
ernance frameworks align with these shared EU values. The integration of Al-driven mechanisms
in corporate decision-making, risk management, and transparency must uphold human dignity and
avoid exacerbating inequalities or discrimination. For example, the deployment of Al in corporate
governance must not only comply with the technical and legal standards set forth by EU instruments,
such as the General Data Protection Regulation (GDPR) and the proposed Artificial Intelligence Act

but also actively contribute to promoting justice and solidarity in economic and corporate practices.
’ Mollers discusses the "comply-or-explain" mechanism within European legislative frameworks, emphasiz-
ing its role in corporate governance. He highlights Section 161 of the German Stock Corporation Act (44-
tiengesetz - AktG) as an example, where the German Corporate Governance Code operates as a form of
'soft law' with limited binding effect. Similarly, in Portugal, the adoption of analogous mechanisms aligns
with the European trend, particularly in the integration of Al-driven compliance tools. These technologies
enhance the implementation of "comply-or-explain" rules by automating transparency processes and pro-
viding advanced analytics for governance reporting, thereby adapting the principles of soft law to contem-
porary digital governance structures (Mollers, 2019, pp. 95-96).

The artificial intelligence in European Union will be regulated by the Al act, as being recognized as the
first world’s comprehensive Al law (European Parliament, 2023). The Regulation (EU) 2024/1689 of the
European Parliament and of the Council of 13" June 2024 laying down harmonized rules on Artificial In-
telligence will apply from 2™ August 2026 with some exceptions.

132



Navigating Governance with Al: _
Opportunities and Challenges in Portugal and Brazil

By aligning its national Al strategy (Al Portugal 2030) with EU directives, Portugal underscores its
commitment to embedding these shared principles into its regulatory frameworks. This approach
ensures that Al applications enhance corporate governance while fostering ethical and sustaina-
ble business practices that respect the rule of law and support a pluralistic society. The emphasis
on transparency and accountability in Al systems is not merely a technical requirement but a
reflection of the broader EU mandate to create inclusive and fair systems that benefit all citizens.

Thus, Portugal’s compliance with EU standards goes beyond legal obligations; it is a reaffirmation
of'its role in a union committed to values that prioritize human rights, equality, and the collective
good in the age of Al-driven innovation. Among the various legal instruments and frameworks
applied within the national context, we recall the Portuguese Charter for Digital Rights (Portugal
Government, 2021), therefore adopted in 2021, which reflects Portugal’s commitment to regulating
digital transformation and Al. It outlines principles related to transparency, accountability, and
ethical use of digital technologies, essential for corporate governance. Moreover, it also brings
all relevant provisions that address the protection of digital rights in corporate environments,
emphasizing the importance of ethical AI deployment.

Within the same logical line, the Portuguese Al Strategy (Ministério da Ciéncia, Tecnologia e Ensino
Superior, 2019) is applicable as a strategy that aligns with the European Commission’s Al White
Paper (European Commission, 2020) and the EU Artificial Intelligence Act (European Commis-
sion, 2021), emphasizing responsible Al use (e.g., key focus areas include promoting innovation,
regulating Al for ethical governance, and fostering transparency in corporate decision-making).

We shall not forget the GDPR, drafted from the EU-level regulatory framework and settled within
the Portuguese national legal system, becoming not only simply a transposition of the EU frame-
work but foremost a foundational legal instrument in Portugal, as well as the alignments that are
based on the AI Act, where Portugal is actively working to harmonize its national policies.

As above said, the General Data Protection Regulation (GDPR), although an EU-level regulation,
is considered foundational in Portugal, influencing how corporations use Al in compliance with
data protection and privacy laws but also ensures that Al systems in corporate governance do not
compromise personal data, fostering trust and accountability.

On the other hand, the European Artificial Intelligence Act (Al Act) is under constant review and
implementation by the Portuguese authorities, which allows the classification of Al systems by
risk and imposes obligations on corporations deploying Al, particularly in governance contexts
like decision-making and risk management.

It is quite important to highlight that as the main Al-driven mechanisms in corporate governance,
we can cite a first, therefore acting as a preventive measure, mechanism that works as a deci-
sion-making and predictive analytics, and that means that Al systems would enable data-driven
decisions by analyzing large datasets, forecasting trends, and identifying risks, ensuring efficient
and accurate corporate governance practices.

In addition to that, a second Al-driven mechanism can use the Al-powered algorithms to assess risk
in real-time including financial, operational, and compliance risks, thus optimizing governance
responses (Risk Management Tools). As we developed so far, we acknowledged that the goal of
Al-driven mechanisms within the corporate governance scenario is to enhance the efficiency,
transparency, and accountability of decision-making processes while aligning with ethical, legal,
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and regulatory standards. These mechanisms aim to create a more resilient and responsive gov-
ernance structure capable of addressing the complexities of modern business operations in a
globalized and digitalized environment.

For that reason, our third mechanism allows the Al tools in order to enhance corporate transparency
by automating the auditing process and ensuring traceability in decision-making chains, which
aligns with GDPR and EU Al Act mandates (Transparency Mechanisms).

Lastly, we can cite a fourth mechanism to deal with fraud detection and compliance, remembering
that this works closely associated with transparency, as it has a coercive function in case the first
layer of tools fails or contains any sort of bias. At this level, Al systems monitor transactions and
corporate operations to detect fraud, ensuring adherence to legal and ethical standards (Fraud
Detection and Compliance Mechanisms).

Portugal’s integration of Artificial Intelligence (Al) into corporate governance reflects its com-
mitment to aligning national practices with the European Union’s (EU) principles and standards.
This alignment is not only a regulatory necessity but also a strategic opportunity for Portugal
to strengthen its position as a leader in ethical and innovative Al governance’. By adopting EU
standards, fostering innovation, and promoting ethical Al deployment, Portugal ensures that its
approach to corporate governance is both compliant and forward-thinking.

Portugal’s legal instruments are designed to harmonize with EU frameworks, particularly those addressing
data protection, transparency, and accountability. For instance, the General Data Protection Regulation
(GDPR) sets a clear standard for ensuring that Al systems respect privacy rights, thereby fostering trust
in their deployment within corporate governance. Similarly, the proposed EU Artificial Intelligence
Actprovides a risk-based classification system for Al applications, emphasizing the need for safeguards
in high-risk scenarios. By adhering to these EU standards, Portugal not only fulfills its obligations
as a member state but also creates a robust foundation for integrating Al into governance practices.

As Innovation plays a critical role in this process, the Portuguese Al Strategy, articulated in Al
Portugal 2030, encourages the development and application of Al technologies through initiatives
like regulatory sandboxes. These controlled environments allow corporations to experiment with
Al-driven governance solutions under real-world conditions while remaining within the boundaries
of legal norms. This approach enables the safe testing of innovative technologies, reduces regula-
tory uncertainty, and accelerates the adoption of Al solutions that can enhance decision-making,
risk management, and transparency within corporate structures.

Ethical considerations are central to Portugal’s approach, reflecting the values enshrined in Arti-
cle 2 of the Treaty on the European Union’. Ethical AI deployment ensures that innovation is

’ Also important to mention that Portugal has taken significant steps to integrate EU directives on sustain-

ability and governance into its regulatory framework. For example, the country has adopted the Europe-
an Climate Law and implemented the Non-Financial Reporting Directive, which promotes transparency in
corporate governance and the protection of human rights. Moreover, Portugal's alignment with the Europe-
an Ecological Pact showcases its dedication to achieving climate neutrality by 2050 while fostering inno-
vation within a sustainable framework (Silveira & Duarte, 2021; Portugal Government, 2022).

In the realm of Al and digital transformation, Portugal has actively positioned itself as a "digital nation,"
promoting initiatives that emphasize ethical Al practices, robust data protection, and inclusivity. The cre-
ation of Free Technology Zones and Digital Innovation Hubs demonstrates Portugal’s effort to foster in-
novation while adhering to EU standards on cybersecurity, privacy, and the responsible use of technology
(Portugal Government, 2022).
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balanced with accountability, preventing misuse or bias in corporate governance systems. By
prioritizing transparency, fairness, and human oversight, Portugal aligns its national policies with
EU-level efforts to promote an inclusive and just digital transformation. This focus on ethical Al
also enhances public trust and corporate accountability, fostering a governance environment that
supports pluralism, equality, and justice.

To become more effective in the short term, Portugal can adopt several measures to strengthen
its regulatory framework and maximize the potential of Al in corporate governance. First, the
country should expedite the implementation of the EU Artificial Intelligence Act by aligning
national laws and regulations with its provisions. This would provide clarity and consistency for
corporations, ensuring seamless compliance with both national and EU requirements. Second,
Portugal can expand the scope and accessibility of regulatory sandboxes to include more sectors
and encourage broader participation by corporations and startups. By doing so, it would foster a
culture of innovation while ensuring that new Al applications meet ethical and legal standards.
Third, the government should enhance public-private collaboration, leveraging the expertise of
academic institutions, private companies, and civil society organizations to co-develop policies
and frameworks that address emerging challenges in Al governance.

In conclusion, Portugal’s integration of Al into corporate governance demonstrates its commitment
to EU principles of transparency, accountability, and ethical innovation. By adopting EU stand-
ards, fostering controlled experimentation through regulatory sandboxes, and promoting ethical
Al deployment, Portugal is well-positioned to lead in this transformative area (Gongalves, 2022).
However, by accelerating the alignment with EU regulations, expanding innovation initiatives, and
fostering collaborative policymaking, the country can further strengthen its regulatory framework.
These steps will not only enhance the effectiveness of Al in corporate governance but also ensure
that Portugal continues to evolve as a model for ethical and innovative Al practices in Europe.

4. FUTURE RESEARCH DIRECTION

Future research in the intersection of Al-driven mechanisms, GDPR compliance, and corporate
governance could address several pressing and innovative directions. For instance, a comparative
analysis could focus on the interoperability challenges when companies operate across regions with
divergent Al and data protection regulations (e.g. Brazil v. Portugal), but go deeper by studying
how corporations are embedding ethical Al principles into governance practices while ensuring
GDPR compliance.

In parallel with the formal regulatory context in which we are seeking the application of existing
laws and the approval of others that regulate the development and use of artificial intelligence in
Brazil, Brazilian companies, regardless of size, sector, or geographical location, can make use of
the ISO/IEC 42001 standard (International Standard Organization, 2023), which is the first inter-
national standard to establish requirements for the management of artificial intelligence systems.

Published by the International Organization for Standardization (ISO) (Coelho, 2022, pp. 177-92)
and the International Electrotechnical Commission (IEC) in 2023, it is aimed at any organization
that uses, develops or provides products or services that integrate Al systems. The standard aims
to help organizations develop or use Al systems responsibly and in a transparent, reliable and
secure manner.
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5. CONCLUSION

We believe that there is a Fundamental Right to Good Governance that deserves to be analyzed
from the procedural, economic and final aspects. That is why it is possible to frame it as a true
path towards the realization of fundamental rights, especially social rights.

In Brazil, the relationship between good governance and artificial intelligence not only enhances
the responsible use of this technology but also promotes a more cohesive and participatory social
environment. The main challenge of regulating Artificial Intelligence (AI) in Brazil is to precisely
define the scope of the legislation, keep up with technological developments and, above all, balance
the new legislation from a practical point of view with protecting citizens’ fundamental rights.

By crossing the Atlantic Ocean, Portugal’s alignment with European Union (EU) standards in
the age of artificial intelligence (Al)-driven innovation reflects not just legal compliance but a
broader commitment to the shared values of the EU, including human rights, equality, and the
collective good. This commitment is grounded in several national initiatives and EU-aligned
policies emphasizing sustainability, governance, and technological advancement.

Moreover, the integration of Al in governance processes intersects with data protection laws like
the General Data Protection Regulation (GDPR). The EU’s regulatory landscape encourages cor-
porate strategies that prioritize ethical Al use, balancing innovation with safeguards for human
rights and corporate transparency. The framework also addresses the global impact of European
regulations, influencing corporate Al policies beyond the EU’s borders.
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