
 

 
 

UCT JOURNAL OF MANAGEMENT AND ACCOUNTING STUDIES 2017(03) 
 

Available online at http://journals.researchub.org 
 
    

 

 
* Corresponding author: mjd_ashrafi@aliabadiau.ac.ir 
DOI: https://doi.org/10.24200/jmas.vol5iss03pp24-33 

Investigating the relationship between boards independence and firm 
performance with moderating role of ownership structure  

Fereshteh Tavalaei1 , Majid Ashrafi2*  

1Department of Accounting and Management, Aliabad Katoul Branch, Islamic Azad University, Aliabad Katoul, Iran. 
2Department of Accounting and Management, Aliabad Katoul Branch, Islamic Azad University, Aliabad Katoul, Iran 
 

A R T I C L E  I N F O 

Article history:  
Received 06 Jun 2017 
Received in revised form 07 Jul 2017 
Accepted 18 Jul 2017 
 

Keywords: 
Corporate performance,  
Independence of the board,   
Ownership concentration,  
Tehran Stock Exchange  

 
A B S T R A C T 

Objective: The purpose of this research is to answer the question of whether the concentration of 
ownership can modify the relationship between board independence and corporate performance? 
Methodology: For this purpose, 108 active companies were studied during the years 1389- 1393. Results: 
The results of this research indicate that the independence of the board of directors on the performance of 
the company (ROA) has no significant effect on the 95% confidence level. Therefore, ownership 
concentration does not modify the relationship between board autonomy and corporate performance 
(ROA). On the other hand, the independence of the board of directors (QTOBIN) has a negative and 
significant effect on the 95% confidence level. As a result of a decrease in ownership concentration will 
increase the effectiveness of the Board of Directors' equity on the company's performance (QTOBIN). 
Also, according to the survey, the type of company has no effect on the relationship between the 
independence of the board of directors and the company's performance. As a result, a decrease in 
ownership concentration will increase the effectiveness of the Board of Directors' equity on the company's 
performance (QTOBIN). Also, according to the survey, the type of company has no effect on the 
relationship between the independence of the board of directors and the company's performance. 
Conclusion: Finally, in companies with high independence of the board, attention should be paid to the 
role of supervisory role of major shareholders, and the results and rules can be found in public and private 
companies. The same thing exploited. It is also recommended that the Stock Exchange and Exxon 
Societies of Iran create disclosure requirements for accepted companies and provide this disclosure to 
investors quickly. 

 
 
 

1. Introduction 

Today, one of the most important financial issues of companies is measuring their performance. Measuring corporate financial performance is important 
because it is the basis for many decisions inside and outside the company. Decisions on investments, increasing corporate capital, the relationship of 
representation, and many other decisions are all based on performance measurement (Ansari and Karimi, 2012). The independence of the board of 
directors or the separation of ownership from management was originally developed by Adam Smith in 1776 and at first it analyzed by Berle and Meens 
(1932). Today, this separation is known as the problem of representation, and this means how it can be assured that managers will use their freedom to act 
in investors interests. By separating ownership from management, managers as agents of owners and shareholders are responsible for managing the 
company, thus creating a conflict of interests between managers and shareholders. In other words, managers may make decisions that are not in the 
interest of shareholders (Drobetz et al., 2004). One of the important criteria for the corporate ownership structure, which in many studies is their impact on 
corporate performance, is the independence of the board. The corporate governance system is designed to reduce the cost of representation through 
monitoring performance and limiting the opportunistic behavior of managers. Distributed (decentralized) ownership in companies will weaken 
shareholders' incentives to control the management. In addition, distributed shareholders do not have the ability to effectively manage management, since 
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they do not have the expertise and knowledge to make the right decisions. Today, the distribution of owners in stock companies has made it difficult to 
portray their relationship with the company in the form of traditional ownership. The shareholders of these companies, except for entitlement to receive 
part of the income and interests of the company in accordance with their share, in other cases they do not have a lot of the salary. This illustrates the 
conflict between owners and managers, and the contradiction of this conflict is nothing but a distortion of ownership of shareholders. In this way, it 
becomes clear that shareholders of public corporations are so scattered that they lack the power and enthusiasm to modify and limit the direction that the 
managers of these companies are going through. Therefore, the purpose of this research is to investigate the relationship between the independence of the 
board of directors and the performance of the company with the moderating role of ownership structure. In this way, it becomes clear that shareholders of 
public corporations are so scattered that they lack the power and enthusiasm to modify and limit the direction that the managers of these companies are 
going through. Therefore, the purpose of this research is to investigate the relationship between the independence of the board of directors and the 
performance of the company with the moderating role of ownership structure. 
 
1.1 Literature review and development of hypotheses 
After the industrial revolution began in the nineteenth century, with the development of corporations, there were a lot of investors. They did not directly 
play in the management of their economic units, and they are pleased by choosing and supervising the board of directors, managing their economic unit, 
the result of this process was the separation of ownership from corporate governance and the independence of the board of directors. The separation of 
ownership led to the emergence of agency theory. This theory relates to the case in which a person (owner) assigns responsibility to a decision on the 
distribution of financial and economic resources or the performance of a service under a specified contract to another (broker). Non-executive members of 
the board monitor their decisions through the oversight of the responsible managers. As a result, the composition of the board can affect the financial 
performance of companies. The board of directors should be under the authority of outside directors (non-executive). Because management opportunistic 
behaviors should be controlled and monitored by the non-executive directors of the company. Such managers can influence the quality of management 
decisions and provide the appropriate solutions that must be made by the management to improve the company's performance (Hassase Yeganeh and 
Alexander, 2008). By the 1980s, the conflict of representation between shareholders and directors was a major issue in the corporate governance literature. 
In general, it was universally accepted that the focus of ownership reduced the representation issues, which would improve the company's performance. . 
The researchers justify this factor that increased ownership concentration will lead large investors to enter the corporate ownership structure. These 
investors have sufficient incentive and power to oversee executives, and their oversight will lead managers to take on long-term goals. Theoretical 
literature (Denise and McConnell, 2003; Bozec, 2005; Gillan, 2006; Adams et al., 2010) the independence of the board of directors and the concentration 
of ownership are two of the most important corporate governance mechanisms that affect corporate performance. An independent board can protect 
shareholder profits and value the company by supervising top management and with recommendations. The manager will increase the design and 
implementation of corporate strategy. A major shareholder can not only be used as an effective corporate governance mechanism to oversee managers, but 
also to gain private control benefits that potentially reduce the company's value, especially in countries with weaker equity rights. While many studies 
have examined the individual effects of board independence and ownership structure on company performance, how the impact of these two corporate 
governance mechanisms on corporate performance is still unrecognized. Theories (Denis and McConnell, 2003) suggest that the effectiveness of the board 
varies not only with the level of ownership control, but also with the types of ownership and protection of minority shareholders in one country. However, 
measuring their joint empirical effects is challenging, since each company will probably choose an optimal structure structure relative to the ownership 
structure, company profile, and institutional environment of the country (Hermalin and Weisbach, 2003). Hence, an ideal test is needed to measure the 
interactive effects of board independence and ownership structure. We maintain the structure of the company's board and other specifications at the same 
time as changing the focus of the company's ownership unchanged, or vice versa. Li et al. (2015), examine the effectiveness of board independence using 
a large Chinese sample from 1999 to 2012. And concludes that the independence of the board has a significant statistical impact and a positive economic 
impact on the performance of Chinese companies, but this effect is more powerful for state-controlled controlled companies than privately controlled 
companies. Citaak and Dura (2014), conducted a study titled "Is there a relationship between corporate governance and financial performance criteria 
based on the value of the relationship?" The results showed that the dichotomy of the manager's task has a significant effect on the benchmark of market 
value added and economic value added. . The concentration of ownership on market value does not affect. Management ownership does not affect 
financial criteria, and ultimately foreign investors will increase the economic value added and reduce market value added. Wang and Jiang (2013) in their 
study examined the impact of corporate governance characteristics on the performance of Chinese companies. The results of their research showed that 
companies with better corporate governance regimes have better performance and higher value. There is also a positive and significant relationship 
between ownership concentration, institutional investors, government ownership, and market performance and market value. Hassase Yeganeh (2014), in 
a research entitled Effectiveness Review Corporate Governance has been focused on the financial performance of listed companies in Tehran Stock 
Exchange. The empirical findings indicate that there is a significant relationship between the existence of institutional shareholders and financial 
performance indicators such as return on investment, return on assets, profit index Operations to assets and return on equity. Setayesh et al. (2011), studied 
the relationship between corporate governance mechanisms including institutional ownership, ownership concentration and composition of the board of 
directors with corporate financial performance. The results of their research indicated that there is no meaningful relationship between any aspect of 
corporate governance with corporate financial performance. Namazi and Kermani (2008) examined the impact of ownership structure on the performance 
of companies admitted to the Tehran Stock Exchange. Their sample consisted of 66 firms during the years 2003 to 2007. The results of their research 
showed that there is a significant relationship between the ownership structure of the companies and their performance. 
Therefore, according to the literature of the subject and the results of the research, the research hypotheses are as follows: 
Hypothesis 1: The independence of the board has a positive impact on corporate performance. 
Hypothesis 2: The positive effect of board independence on corporate performance will increase with a reduction in ownership concentration. 
Hypothesis 3: The effect of board independence on corporate performance is more powerful than private equity firms. 
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2. Materials and methods  

2.1 Methodology of research 
The present research is a descriptive-survey-correlational study in terms of the purpose of the research and the method of data collection. In order to 
compile the required data for the calculation of the research variables, financial statements of companies and software containing the information of the 
companies listed on the stock exchange will be used. In this research, for information processing and assertion assertions, The Eviews software has been 
used. 
 
2.1.1 Statistical population and sample size 
The statistical population of this study consists of the companies accepted in the Tehran Stock Exchange which has the following characteristics: 
1. They have been admitted to Tehran Stock Exchange since 2010 and will continue to operate in the Tehran Stock Exchange by the end of 2014. 
2. The accounting information required from the financial statements of the companies admitted to  
3. During the financial period, do not stop or remove the symbol. In other words, their shares have been traded at least once every three months. 
4. Unlike intermediary and financial companies. 
5. The end of their fiscal year is March 29th. 
Considering the above, 108 companies from Tehran Stock Exchange were selected as the sample for review from 2010 to 1393 
 
2.1.2 Variables and research model 
To test the research hypotheses, regression models with some control factors are estimated as follows:the Exchange for the above period is available. 
 
௜ܣܱܴ ,௧ ଴ߚ =  ௜%ܴܫܦܦܰܫଵߚ +  ,௧ ௜,௧ܴܥଶߚ +  %ܴܫܦܦܰܫଷߚ +  ∗ ௜,௧ܴܥ ସߚ +  log(݁ݖ݅ݏ݀ݎܽ݋ܤ)௜,௧ ହߚ +  log(ݏݐ݁ݏݏܣ)௜,௧ ݃ܽݎ݁ݒ݁ܮ଺ߚ +  ௜݁ ,௧ ଻ߚ +  log(݁݃ܣ)௜,௧ ௜ߝ +  ,௧   
                   (1) 
ᇱܵܰܫܤܱܶ ௜ܳ ,௧ = ߚ଴ + ߚଵܴܫܦܦܰܫ%௜ ,௧ + ߚଶܴܥ௜,௧ + ߚଷܴܫܦܦܰܫ% ∗ ସߚ + ௜,௧ܴܥ log(݁ݖ݅ݏ݀ݎܽ݋ܤ)௜,௧ + ߚହ log(ݏݐ݁ݏݏܣ)௜,௧ + ߚ଺݁݃ܽݎ݁ݒ݁ܮ௜ ,௧ + ߚ଻ log(݁݃ܣ)௜,௧ + ߝ௜ ,௧    

(2) 
௜ܣܱܴ ,௧ = ߚ଴ + ߚଵܴܫܦܦܰܫ%௜ ,௧ + ߚଶܦ ௜ܷ,௧ + ߚଷܴܫܦܦܰܫ% ∗ ܦ ௜ܷ,௧ + ߚସ log(݁ݖ݅ݏ݀ݎܽ݋ܤ)௜,௧ + ߚହ log(ݏݐ݁ݏݏܣ)௜,௧ + ߚ଺݁݃ܽݎ݁ݒ݁ܮ௜ ,௧ + ߚ଻ log(݁݃ܣ)௜,௧ + ߝ௜,௧                  

(3) 
ᇱܵܰܫܤܱܶ ௜ܳ ,௧ ଴ߚ =  ௜%ܴܫܦܦܰܫଵߚ +  ,௧ ܦଶߚ +  ௜ܷ,௧ %ܴܫܦܦܰܫଷߚ +  ∗ ܦ ௜ܷ,௧ ସߚ +  log(݁ݖ݅ݏ݀ݎܽ݋ܤ)௜,௧ ହߚ +  log(ݏݐ݁ݏݏܣ)௜,௧ ௜݁݃ܽݎ݁ݒ݁ܮ଺ߚ +  ,௧ ଻ߚ +  log(݁݃ܣ)௜,௧  + 
 ௜,௧                                                                                                                     (4)ߝ
 
In these models: 
 

Table 1. The method of measuring variables of research 
 
 

Symbol index 

Performance ܲ݁ܿ݊ܽ݉ݎ݋݂ݎ ௜݁ ,௧ 

ROA = (Preferred tax and 
interest) / (Total assets) 
Tobins Q = (asset value 
market) / (value book 
assets) 
Debt - Total stock price 
traded at the end of the 
year = Market value of 
assets * 

Independence of 
the Board 

௜%ܴܫܦܦܰܫ ,௧ 
The ratio of the number of 
non-executive directors to 
the entire board 

Company type ܴܥ௜ ,௧ 

Equity Ratio belonging to 
the 5th largest shareholder 
of the company to the total 
stock 

Board size ܦ ௜ܷ,௧ 

If you own more than 50% 
of the shares of the 
company by the 
government number one 
and otherwise zero 



UCT JOURNAL OF MANAGEMENT AND ACCOUNTING STUDIES 5(3) (2017) 24–33,                                                                                                                    27 
 

size of the 
company 

log(݁ݖ݅ݏ݀ݎܽ݋ܤ)௜,௧ 
Logarithm of the total 
number of board members 

log(ݏݐ݁ݏݏܣ)௜,௧ log(ݏݐ݁ݏݏܣ)௜,௧ 
Natural logarithms of 
company assets 

Lever ݃ܽݎ݁ݒ݁ܮ ௜݁ ,௧ 
The ratio of total debt to 
total assets 

Age of the 
company 

log(݁݃ܣ)௜,௧ 
The natural logarithm of 
the company's age 

 

3. Discussion and results  

3.1 Descriptive statistic 
In order to study the general characteristics of the variables, as well as to estimate the model and to analyze them accurately, descriptive statistics about 
the variables are required. Descriptive statistics are used to calculate community parameters and include central indicators and community dispersion. In 
table 1, the descriptive statistics of variables including mean, mean, maximum, minimum and standard deviation are presented. For example, the mean, 
median, maximum, minimum, and standard deviation of ROA are 0.136, 0.115, 0.660.0.340, and 0.161 respectively. 
 

Table 2. Descriptive statistics of research variables 

 
3.2 Correlation matrix of research variables 
The following table shows the correlation between research variables at the level (sig≤0.01) and (sig≤0.05). For example, the correlation coefficient 
between the performance variable (ROA) and the independence of the board (INDDIR) is 0.105, which is significant at the error level of 0.05 
Chart 1: Relationship between Board of Directors and Company Performances (ROA) with respect to the moderating role of ownership concentration. 
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Table 3. Correlation matrix of research variables 

 
3.3 Test results 
Results of the test of research hypotheses 
 
3.3.1 Test results of the first model 
The results of estimating the first model of research with the dependent variable of ROA are described in Table 3. 
 

Table 4. Summary of statistical results of the first model research 



UCT JOURNAL OF MANAGEMENT AND ACCOUNTING STUDIES 5(3) (2017) 24–33,                                                                                                                    29 
 

According to Table 4, the coefficient of estimation of the independent variable INDDIR indicates that there is no significant relationship between the 
board's independence and firm performance (ROA) at the error level of 0.05. Because the calculated p-value for the coefficient of this independent 
variable of research is more than 0.05, the coefficient of estimation of independent CR indicates that there is a negative and significant relationship 
between the concentration of ownership and firm performance (ROA) at the error level of 0.05.Because the calculated p-value for the coefficient of this 
independent variable is more than 0.05. Therefore, ownership concentration does not modify the relationship between board autonomy and corporate 
performance (ROA). 
 
3.3.1.1 Analysis Chart 1 
According to Chart 1, the company's performance (ROA) does not change in LOW CR and also in HIGH CR (HIGH CR) companies, with the increasing 
independence of the board of directors. As a result of changing ownership concentration, there is no effect on the relationship between the independence 
of the board of directors and the firm's performance (ROA). 
 
3.3.2 Test results of the second research model 
The results of estimating the first model of research with the dependent variable QTOBIN are described in Table 4. 
 

Table 5. Summary of statistical results of the first-sample test 

According to Table 5, the coefficient of estimation of the independent variable INDDIR indicates that there is a negative and significant relationship 
between the independence of the board of directors and the firm's performance (QTOBIN) at the error level of 0.05. Because the calculated p-value for the 
coefficient of this independent variable of research is less than 0.05, the coefficient of estimation of independent CR indicates that there is a negative and 
significant relationship between the concentration of ownership and the firm's performance (QTOBIN) at the error level of 0.05. Because the calculated p-
value for the coefficient of this independent variable is more than 0.05. Also, the coefficient of estimating the independent variable INDDIR * CR 
indicates a positive and significant relationship between the interactive effect of board independence and the concentration of ownership with firm 
performance (QTOBIN) at the error level of 0.05. Therefore, it can be said that at the 95% error level, ownership concentration moderates the relationship 
between board independence and firm performance (QTOBIN). 
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Chart 2. Relationship between the Board of Directors and the Company's Performance (QTOBIN) with regard to the moderating role of 
ownership concentration 

 
3.3.2.1 Analysis Chart 2 
According to Chart 2, it can be concluded that in low-concentration companies (LOW CR) and also in high-concentration companies (HIGH CRs), with 
the increasing independence of the board of directors, the company's performance (QTOBIN) with intensity greatly reduced. As a result, the decline in 
ownership concentration increases the effectiveness of the Board's independence on company performance (QTOBIN). 
 
3.3.3 Test results of the third model of research 
The results of estimating the second model of research with the dependent variable of ROA are described in Table 5. 
 

Table 6. Summary of the statistical results of the second model research study 

 
According to Table 6, the coefficient of estimation of the independent variable INDDIR indicates that there is no significant relationship between the 
board's independence and firm performance (ROA) at the error level of 0.05. Because the calculated p-value for the coefficient of this independent 
variable of research is more than 0.05, the coefficient of estimation of the independent variable of DU indicates that there is no significant relationship 
between the type of company's livelihood and the firm's performance (ROA) at the error level of 0.05. Because the calculated p-value for the coefficient of 
this independent variable is more than 0.05. Also, the coefficient of estimation of the independent variable INDDIR * DU indicates that there is no 
significant relationship between the interactive effect of the board's independence and the type of company with the company's performance (ROA) at the 
error level of 0.05. Because the calculated p-value for the coefficient of this independent variable is more than 0.05. Therefore, it can be said that the type 
of company variable does not modify the relationship between board autonomy and firm performance (ROA). 
 



UCT JOURNAL OF MANAGEMENT AND ACCOUNTING STUDIES 5(3) (2017) 24–33,                                                                                                                    31 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Chart 3. Relationship between the Board of Directors and the Company's Performance (ROA) with respect to the moderating role of the type of 

company 
 
3.3.3.1 Chart 3 Analysis 
As Figure 3 shows, the performance of the company (ROA) does not change as private companies (LOW DU) and also at HIGH DU (HIGH DU) increase 
their board of directors' autonomy. As a result, the type of company has no effect on the relationship between the Board of Directors' independence and 
the firm's performance (ROA). 
 
3.3.4 Results of the fourth model research 
The results of estimating the second model of research with the dependent variable QTOBIN are described in Table 6. 
 

Table 7. Summary of statistical results of the second research model test 

 
According to Table 7, the coefficient of estimation of the independent variable INDDIR indicates that there is a positive and significant relationship 
between the independence of the board of directors and the firm's performance (QTOBIN) at the error level of 0.10.because the calculated p-value for the 
coefficient of this independent variable of research is less than 0.10, and the coefficient of estimation of the independent variable DU indicates that there is 
no significant relationship between the type of company's livelihood and the firm's performance (QTOBIN) at the error level of 0.05. 
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Chart 4. Relationship between the Board of Directors and the Company's Performance (QTOBIN) with regard to the moderating role of the 
company type 

 
3.3.4.1 Chart 4 Analysis 
As shown in Figure 4, in the private companies (LOW DU) and also in HIGH DU, the company's performance (QTOBIN) does not change as the Board 
of Directors increases. As a result, the type of company has no effect on the relationship between the independence of the board of directors and the firm's 
performance (QTOBIN). 
 

4. Conclusion  

The present study investigates the relationship between board independence and firm performance with the moderating role of ownership structure in 
companies admitted to Tehran Stock Exchange. According to the results of the first model test, ownership unbundling from management and, as a result, 
independence of the board has no effect on company performance improvement (ROA), which is somewhat consistent with the research by La Porta et al. 
(2002) and Citaak and Dura (2014). Also, the independence of the board has a negative and significant effect on the firm's performance (QTOBIN). 
Therefore, since the process of separation of ownership from management is inevitable in companies, it is necessary to provide a solution that the variable 
ownership concentration can contribute to, in exchange for an increase Independence of the board should increase the share of institutional owners. Until 
the negative impact of independence on the moderated performance and performance of the company, the result obtained with the critical research 
Hassase Yeganeh (2014), Namazi and Kermani (2008), Li et al. (2015), Wang and Jiang (2013)) is somewhat compliant. According to the results of the 
second-model test, the independence of the board has no effect on the company's performance improvement (ROA) and (QTOBIN), so the company's 
livelihood variable cannot modulate this relationship, which contradicts the research by Li et al. (2015). Therefore, according to the results of the research, 
it is possible to make suggestions in relation to applied fields: in companies with high independence of the board, attention should be paid to the role of 
supervisory role of major shareholders, and the results and rules can be found in public and private companies. The same thing exploited. It is also 
recommended that the Stock Exchange and Exxon Societies of Iran create disclosure requirements for accepted companies and provide this disclosure to 
investors quickly. 
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