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CORPORATE GOVERNANCE AND DISCLOSURES IN THE TIMES OF 

COVID-19 
 

 

INTRODUCTION 

The situation we are facing is extraordinary and is very difficult to control. This is an event which has far 

reaching impact on the business. The stock markets have been pulled down and the continuation of 

business is threatened. The Board of Directors of a company has to face a crisis, create self-confidence 

and leadership to survive through difficult times. 

 

CORPORATE GOVERNANCE AND DISCLOSURES 

Corporate governance is an important tool for an investment and whenever one thinks for 

investment they approach corporate governance. If investors go for poor corporate 

governance then it is a risk for the investors and companies would not be able to attract more 

investors.  

Therefore, the companies need to improve their standards so as to attract investors. It is a 

system used by the companies for accuracy, accountability and financial reporting. 

Disclosure of information leads to effective marketing and helps in investors to make sound 

decisions. Investors want proper information, reports as well as transparency. 

WHAT ARE THE EXPECTED BENEFITS FOR SHAREHOLDERS? 

1) BENEFITS FOR SHAREHOLDERS- the more disclosure means the more value for 

shareholders. Disclosure allows a firm to decrease the cost of the capital to create the value of 

shareholders. It is said that if there will be transparency in the firm then the growth of the 

firm will be higher and it will be financed externally. 

2) SHARE LIQUIDITY- if the cost of capital will reduce then automatically share liquidity 

increases. Diamond and Verrecchia (1991) states that the increase in disclosure leads to fall in 

information and the volume of informed trading.[1] Therefore, liquidity is increased by 

disclosure and investors are attracted to the market. 

3) FALL IN AGENCY COST- it is insisted to take sound decisions by the managers. The 

reduction in cash flows and of other firms leads to decrease in the cost of capital. Fall in 

agency is difficult so, indirect methods are used. There is accuracy in financial analyses and 

the decisions made by the managers lies in the interest of investors. 

 

NEED FOR TRANSPARENCY AND DISCLOSURES 

Various regions of corporate governance are in need of policy reforms in times of crises. 

(1) where does the company stands financially and operationally. 

(2) How the company will protect the well-being, health and protect the customers interest. 
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(3) Transparency and Disclosure are the key to provide the mandatory information for 

investors to know about the opportunities as well as risks. 

(4) Transparency will help companies to make suitable decisions and to improve the 

performance. 

(5) Effective disclosure frameworks will serve to enhance investor protection via a fair, 

efficient and transparent market. 

(6) Better decisions reduce the cost of capital, reduces monitoring costs and increase the 

investor confidence and strengthens market competitiveness.[2]  

VIRTUAL ANNUAL MEETING 

Due to pandemic, many companies who used to have in-person meeting are now having 

virtual meeting. Those companies who determine to conduct a virtual shareholder meeting 

will require to evaluate the disclosure of proxy. 

ACTIONS RECOMMENDED TO BE TAKEN IN COVID-19 

FIRSTLY, all the issuers and participants of financial market and infrastructures, are ensured 

about the continuity and are also advised to be prepared for the business plans to be applied 

and all the measures of business continuation has been taken. 

SECONDLY, Issuers are required to disclose all the relevant information as soon as possible 

because of the fluctuation in financial market due to impact of COVID-19. They are required 

to disclose the financial situation of issuers and future prospects under Market Abuse 

Regulation (MAR). They should disclose the 2019 financial reports if it is finalised and after 

that analysis will be done. 

 THIRDLY, related to fund sector, managers have been told to be reactive and take the steps 

and apply again. They are also asked to make changes, if required. 

  

CONCLUSION 

Disclosure is difficult to set up and it is also costly. There are many small firms which are not 

able to compete when it comes to disclosure regulations. In addition, transparency does not 

mean that it increases the knowledge and giving information from the third party is shielded. 

A firm can interpret the information in a different manner and can make it more complex than 

it is so. It is not certain that firm will provide the investors with information. 
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