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Objective: The main purpose of this paper is to examine the relationship between some
characteristics of the board of directors and the company's financial performance,
considering the moderating role of institutional ownership.

Method: In this research, the data of 177 registered companies at the Tehran Stock Exchange
between 2015 and 2015 were analyzed using the multiple regression method including industry
and year-fixed effects.

Results: Regarding the board size variable, the values of the first, median, second, and
third quartiles are equal, indicating that the majority of boards of directors in Iran consist
of five members. This finding is also reflected in the data used in this study. The existence
of a minimum value of 0.2 and a maximum value of 1 for the board independence variable
suggests that in the selected sample (consistent with the systematic exclusion criteria
mentioned earlier), each company had at least one non-executive member, while some
companies had boards composed entirely of non-executive individuals.

Conclusions: The research results show a positive and significant relationship between one
of the characteristics of the board of directors and the financial performance measures;
however, the moderating role of institutional ownership in this relationship was not
confirmed. The results of this research can cover the existing gap in the literature regarding
the moderating role of institutional ownership in the relationship between the
characteristics of the board of directors and financial performance and open a new avenue
for future research. In addition, this research contributes to the literature in the field of
corporate governance by considering agency and resource dependence theory.
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Introduction
Corporate governance has become a major topic of global concern for researchers since the

collapse of large companies such as Enron and WorldCom, which were attributed to poor
corporate governance practices. Additionally, various financial crises, including the 2008
financial crisis and the Asian financial crisis of 1997, have highlighted the importance of
effective corporate governance (Andoh et al., 2022; Detthamrong et al., 2017; Jones et al.,
2015; Kakanda et al., 2016). It appears that sound corporate governance practices are essential
for sustainable development and economic growth. In particular, countries that have
implemented robust corporate governance frameworks have generally experienced strong
private sector growth and, consequently, higher economic growth due to increased capital
inflow (Sheikh & Wang, 2012). Overall, corporate governance is a system designed to direct
and manage a company's business affairs in order to enhance business prosperity and
corporate accountability. Its aim is to realize long-term shareholder value while
simultaneously considering the interests of other stakeholders (Abor & Biekpe, 2007; Keasey
etal., 1997).

Internal bodies, such as the board of directors, have supervisory duties and determine the
strategic direction for management. In practice, the characteristics of the board can
significantly influence the quality of performance in these duties. Additionally, external
mechanisms, such as institutional ownership, provide incentives to gather information and
monitor company performance. These two mechanisms can be effective simultaneously and
can complement each other. However, the interaction between these two mechanisms and its
effect on company performance has not yet been examined in detail. This study aims to
address this research gap by exploring this relationship.

The main purpose of this paper is to examine the relationship between some characteristics
of the board of directors and the company's financial performance, considering the
moderating role of institutional ownership.

Method
This study is correlational in nature and practical in purpose. To formulate the research

hypotheses, the theoretical foundations were derived from a review of existing literature.
Subsequently, real data related to company information were utilized to test these hypotheses,
indicating that this study employed deductive-inductive reasoning. Furthermore, since the
data used in this study were collected based on historical and actual information, it can be
classified as post-event research. To investigate the subject of this study, companies listed on
the Tehran Stock Exchange were selected as the statistical population. The systematic
elimination method was employed to determine the relevant information for analysis.

In this research, the data of 177 registered companies at the Tehran Stock Exchange
between 2015 and 2015 were analyzed using the multiple regression method including
industry and year-fixed effects.
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Results
Regarding the board size variable, the values of the first, median, second, and third

quartiles are equal, indicating that the majority of boards of directors in Iran consist of five
members. This finding is also reflected in the data used in this study. The existence of a
minimum value of 0.2 and a maximum value of 1 for the board independence variable
suggests that in the selected sample (consistent with the systematic exclusion criteria
mentioned earlier), each company had at least one non-executive member, while some
companies had boards composed entirely of non-executive individuals.

Concerning the board of directors' education variable, the minimum value is 0, the
maximum is 1, and the average is 0.62. This indicates that in the sample companies, there
were instances where all board members lacked postgraduate education, as well as cases
where all members held postgraduate degrees. Overall, more than half of the board members
in the sample had postgraduate education.

With respect to the institutional ownership variable, a minimum value of 0 and a maximum
value of 94.69 indicates a diverse range of companies within the studied sample. This
includes companies without institutional shareholders as well as those where approximately
95 percent of their shares are owned by institutional investors.

The results indicate that the characteristics related to board size and board independence
are insignificant. In contrast, the education of board members shows a positive and significant
relationship with financial performance.

Conclusions
In recent decades, corporate governance has emerged as a crucial topic in economic

research and corporate management. Studies indicate that effective corporate governance can
significantly contribute to sustainable development and economic growth. Within the
corporate governance literature, various theories, such as agency theory, resource dependency
theory, and signaling theory, have been discussed. In this context, agency theory and resource
dependency theory are recognized as two important approaches to corporate governance.

Agency theory emphasizes that the board of directors is responsible for monitoring
managers to protect the interests of shareholders. This theory also highlights the importance
of institutional ownership (institutional shareholders) as external monitoring entities for
management. Conversely, resource dependency theory posits that the board of directors
should provide the financial and business resources necessary for the company, asserting that
the board plays a fundamental role in enhancing company performance. The research results
show a positive and significant relationship between one of the characteristics of the board of
directors and the financial performance measures, however, the moderating role of
institutional ownership in this relationship was not confirmed.

The results of this research can cover the existing gap in the literature regarding the
moderating role of institutional ownership in the relationship between the characteristics of
the board of directors and financial performance and open a new avenue for future research.
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In addition, this research contributes to the literature in the field of corporate governance by
considering agency and resource dependence theory.
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