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Block Chain and Corporate Governance Part 2 

How are Block Chain and Corporate Governance married ? 

In Part 1, we had an understanding on Blockchain, Cryptocurrency like Bitcoin, Initial Coin Offering 
and so forth. In this concluding part we shall see various areas where blockchain applications are 
being tested in different parts of the globe. We shall also see how the foundation of good 
Corporate Governance can be built in the near future using Blockchain concepts. 

A. Blockchain – A powerful tool for stakeholder engagement 

What is Blockchain? 

Blockchain is essentially a decentralized peer to peer network of transaction confirmations and 
ownership transfers, without a need for an intermediary and without central authority to monitor 
the same. It is like a large record book which is updated by many people who have been given the 
rights. The records are distributed across network of computers called nodes. No data on the 
Blockchain can be modified or intentionally altered without everyone agreeing to change. 

What is Corporate Governance? 

Corporate Governance, we all know is the system comprising rules, policies and processes that 
directs and controls a Corporate Organization. It involves balancing the interests various 
stakeholders of a corporate such as investors, management, employees, lenders, suppliers, 
customers, regulators and society at large. 
 
Bad corporate governance is the single most important cause of corporate scandals and financial 
crisis. The inefficiency and ineffectiveness of corporate governance systems, in turn, is largely due to 
the current complexity of the investment chain with an ever increasing number of intermediaries. As 
discussed above blockchain technology is a powerful tool for stakeholder management, a much 
desired aspect of corporate governance. Blockchain aids good Corporate Governance as below : 

1. Greater transparency of ownership and changes in ownership 

All users on the network can see trading by managers, activists and corporate raiders. Legal insider 
trading channels are no longer needed. Disguised derivatives hedging, backdating and similar 
undesirable actions are almost impossible on a blockchain network. 

Corporates who use Blockchain need not update stock ledgers manually or inform the shareholders 
every time a share is transferred or issued. Investors can identify the ownership position of equity 
and debt investors and all stakeholders can access reliable, accurate and current information any 
time they want.  

In the case of transfer of shares, if chain is broken on account of any deliberate attempt to tamper 
the records, the transaction does not go through and record is not updated. Blockchain would lead 
to faster, cheaper trade execution. 

2. Efficient and fair shareholders meetings  

An AGM under a blockchain design will have several material benefits such as easier voting (not 
mere electronic but “digital voting”), certainty in tabulation of votes and harder to manipulate board 
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elections. Most importantly, proxy firms may be dis-intermediated, or they will have to assume more 
of an advisory role rather than simple “vote collecting”.  

At the AGM, a Company seeks the approval of shareholders who exercise their right under the 
respective corporate laws. As eligible voters they will have tokens representing their voting power. 
When votes are cast and secured on Blockchain’s secured network, the voting process can be 
observed. It would motivate shareholders to more directly participate in corporate decisions through 
voting. 

Blockchain will eliminate the uncertainties regarding corporate election results thereby it is the most 
effective and useful corporate governance tool to reduce manipulation or altering the corporate 
voting outcomes. It decreases the corporate compliance costs and increases the decision making 
speed. 

3. Real-time accounting 

It is often said that distributed ledger technology in accounting is the next big step in bookkeeping 
after the introduction of double-entry bookkeeping. Blockchain accounting systems will much 
reduce the need for traditional auditing and hence audit firms will have to redefine their roles. With 
proper implementation of smart contracts, need for litigation and expected costs of financial stress 
will be reduced. 

Irreversibility and Immutability is the main advantage of Blockchain as it prevents past blocks from 
being altered after audit and in turn prevents fraud, abuse and manipulation of transactions 

The distance between households (owners of money) and corporations (users of money) has 
increased to untraceable measures because of a complex web of intermediaries (managers of 
money). It is interesting to map the purpose of Corporate Governance against the basic properties of 
blockchain technology:  

Purpose of Corporate Governance Properties of Block Chain 

Transparency Shared distributed Ledgers 

Accountability Irreversibility of records 

Responsibility Peer to Peer Communication 

Fairness Smart contracts 

 
B. Successful applications of Block Chain in many countries around the globe  

Blockchain technology is all set to transform and impact the society at large in many ways. 

 In Africa, companies such as BitSpark and BitPesa developed blockchain platforms to bring 
banking services to the unbanked population.  

 The Everledger blockchain provides diamond certification to combat “blood” diamond. 
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 New York City is testing a smart-energy system (where consumers buy and sell electricity from 
each other) based on a blockchain, much like an energy exchange with free entry.  

 The Republic of Georgia implemented a state-of-the-art blockchain-based property registry 
system developed by the Bitfury Group. 

 Ukraine is working on a full-service e-Governance platform on the blockchain, including digital 
identity and property registry.  

 Governments in the UAE, Australia, Japan, Denmark, Estonia and Sweden are all looking into 
blockchain solutions for better public governance.  

 Dubai plans to transfer all governmental systems on the blockchain by 2020.  

 Credit Mutuel Arkea, the BankChain consortium and Info communications Media Development 
Authority of Singapore are some examples of blockchain for “uniform source of data” for KYC 
and AML compliance. 

 Mysore Electricity Supply Company Limited – MESCOM is in the process of adopting Blockchain 
application for smart meters. 
 

 The government of Andhra Pradesh and Telangana has been in the forefront in adopting 
Blockchain applications for various e-governance projects such as land registry, Know Your 
Customer records. For example, Andhra Pradesh has implemented Blockchain solution for 
updating Land records of its new capital city Amaravati. Blockchain applications in issuing driving 
licenses, mark sheets of educational institutions and other government approved certificates are 
also being explored by the government. 

 
C. Examples of securities exchanges and clearing houses testing blockchain applications 

As we all know, securities exchanges are playing a vital role across the globe in garnering the 
required capital for many transnational companies. In order to further improve the transparency, 
authenticity and efficiency, of securities exchanges and clearing houses, block chain applications are 
being tested by these institutions across continents like America, Asia and Europe from as early as 
2015.  

Organization for Economic Cooperation and Development (OECD) has taken lot of initiatives in 
harnessing the latest technology for ensuring improved Corporate Governance. 

 In 2015, NASDAQ launched its LINQ blockchain platform to trade private stocks and bonds. The 
first client was Chain.com, a blockchain developer, and later in 2017 NASDAQ LINQ and 
CitiConnect announced an integrated payments system using Chain’s technology.  

  eutsche B rse and  eutsche Bundesbank have been testing prototypes of a blockchain 
platform for settlement of securities since 2016.  

 In 2017, Australian Stock Exchange (ASX) decided to replace its well-known clearing and 
settlement platform CHESS by using the blockchain technology provided by Digital Asset 
Holdings. Deployment is expected in two years.  
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 In 2017, India’s National Stock Exchange (NSE) conducted a blockchain trial of a KYC (know-your-
customer) data protocol involving many of the country’s leading banks. NSE is also a member of 
the consortium working on digital identity in India.  

 Korea Startup Market (KSM) in the Korea Exchange was launched in 2017 and it is based on 
Blocko's blockchain platform to trade shares of start-up companies.  

 In 2018, NASDAQ is also preparing for blockchain deployments in its subsidiaries like the Tallinn 
Stock Exchange in Estonia.  

 Toronto’s TMX Group has announced the development of a blockchain platform for its Natural 
Gas Exchange (NGX).  

 Japan Exchange Group (JPX) and IBM are testing blockchain technology for trading in low 
liquidity securities.  

 Moscow Exchange (MOEX), a member of the Hyperledger consortium, has been evaluating a 
blockchain platform for the National Settlement Depository (NSD).  

 The London Stock Exchange is evaluating blockchain to improve the post-trade space.  

 Luxembourg Stock Exchange has introduced a security system where digitally signed documents 
and related code are on a blockchain.  

All of the above applications and trials of blockchain in securities exchanges are in the format of 
private permissioned blockchains. Most are still in early trial stages.  

Conclusion: Better Corporate Governance is possible in view of the block chain technology’s 
biggest promising feature being the elimination of some or all unwanted intermediaries between 
the Company and the various stakeholders.  

As Company Secretaries in the digital world, we need to embrace the emerging technologies since 
we are expected to be champions of Good Corporate Governance by the society at large. 

References: OECD Corporate Governance Committee’s roundtable discussion on blockchain 
technologies and possible implications. 
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