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a b s t r a c t

The main purpose of corporations is to maximize shareholder wealth. One of the main factors affecting a
shareholder's wealth is the company's dividend policy. For this reason, a company's dividend policy has
been identified as one of the most important financial issues; therefore, this study investigates corporate
governance and payment policies for listed companies on the Tehran Stock Exchange. The population of
the study comprised 551 companies based on sampling and a systematic elimination of 73 companies.
This study is applied in purpose and is descriptive and correlational in nature. In this study, data analysis
has been conducted using SPSS 8 EVIEWS. The results span from 2009 to 2013 and indicate that there is a
significant negative relationship between dividend policy and shareholders' rights as well as timeliness
and being familiar with the auditor.
Copyright © 2016, Far Eastern Federal University, Kangnam University, Dalian University of Technology,
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1. Problem statement

The Stock Exchange is the main arm of market, and it provides
capital and attracts and directs financial resources and savings,
leading to productive activities and employment. It also in-
fluences economic institutions and is a responsible financial
institution. Listed companies benefit is multiple ways from
accepting capital market development, promoting the national
economy, contributing to the development of small and OTCQ3
stocks, and investing in financial assets. In the literature, the
relationship between the structure of ownership and the opera-
tion of a company is studied by many researchers. Shareholders
of the companies include people and institutions with interests,
goals, and investment various horizons. Given the complexities
that exist in corporate governance, shareholders are not expected
to assume responsibility in corporate governance (Organisation
for Economic Co-operation and Development, 2006). The divi-
dend policy is the most important issue in financial management

because cash dividends represent a major company; therefore,
offering dividends is a major decision faced by managers today.
The manager must decide how much of the profit to split
and how much in the form of retained earnings should be rein-
vested in the company. Although dividend payments will directly
benefit shareholders, they also influence the company's ability to
accumulate profits in order to take advantage of growth oppor-
tunities (Baker and Powell, 2005). In addition, the policy of the
stock market is changing its information for shareholders. Any
investor considering buying a company's stock looks for a desir-
able dividend policy. The dividend proposed by the board usually
contains information about a management's expectations about
the future profitability of the company (Jahankhani and Par-
saeian, 2005). Q4

Dividend policy is also one of the things that are affected by
conflicts of representation (Harada and Nguyen, 2006, Jahankhani
and Ghorbani, 2005). Although the literature has examined
various aspects of dividend policy payments, further research on
retained earnings and capital gains is needed.

This study is the first research topic in the field of corporate
governance and payment policies of listed companies on the Teh-
ran Stock Exchange. We question whether there is a significant
relationship between corporate governance and payment policies
of listed companies on the Tehran Stock Exchange?

* Corresponding author.
E-mail addresses: heidary.m1986@gmail.com (M. Heidary), jalilian@gmail.com

(O. Jalilian).
Peer review under responsibility of Far Eastern Federal University, Kangnam

University, Dalian University of Technology, Kokushikan University.

HOSTED BY Contents lists available at ScienceDirect

Pacific Science Review B: Humanities and Social Sciences
journal homepage: www.journals .e lsevier .com/pacific-science-

review-b-humanit ies-and-social -sc iences/

http://dx.doi.org/10.1016/j.psrb.2016.09.011
2405-8831/Copyright © 2016, Far Eastern Federal University, Kangnam University, Dalian University of Technology, Kokushikan University. Production and hosting by Elsevier
B.V. This is an open access article under the CC BY-NC-ND license (http://creativecommons.org/licenses/by-nc-nd/4.0/).

Pacific Science Review B: Humanities and Social Sciences xxx (2016) 1e6

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99

100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119

PSRB27_proof ■ 5 December 2016 ■ 1/6

Please cite this article in press as: Heidary, M., Jalilian, O., , Review of corporate governance and payment policies for approved companies on the
Tehran Stock Exchange, Pacific Science Review B: Humanities and Social Sciences (2016), http://dx.doi.org/10.1016/j.psrb.2016.09.011

http://creativecommons.org/licenses/by-nc-nd/4.0/
mailto:heidary.m1986@gmail.com
mailto:jalilian@gmail.com
www.sciencedirect.com/science/journal/24058831
http://www.journals.elsevier.com/pacific-science-review-b-humanities-and-social-sciences/
http://www.journals.elsevier.com/pacific-science-review-b-humanities-and-social-sciences/
http://dx.doi.org/10.1016/j.psrb.2016.09.011
http://creativecommons.org/licenses/by-nc-nd/4.0/
http://dx.doi.org/10.1016/j.psrb.2016.09.011
http://dx.doi.org/10.1016/j.psrb.2016.09.011


2. Research background

Tao Li et al. (2009) studied a sample of 643 non-financial com-
panies listed in China and concluded that companies that have
greater profitability have a significant negative relationship be-
tween state ownership and firm performance.

Driffield et al. (2007)Q5 examined the effects of ownership structure
and the capital structure of companies that have been most affected
by the East Asian financial crisis. In their research, the separation of
ownership from control and management, and the interaction be-
tween familyfirms andnon-familyfirms (orwithout a partner)were
evaluated. Theycontrolled removal of the liability cashflow, leverage
and the limited impact on the value of the company without a
partner in the family firm, while it seems that this will have a sig-
nificant impact on family firms that have a partner.

In a study by Havang et al. (2013) entitled “Corporate gover-
nance and Pay Policies: Evidence of Korean Business Groups”, a
positive correlation between corporate governance practices and
the dividend payout ratio in the company was demonstrated. It also
increases payments over time, resulting in improved corporate
governance policies, and the terms are statistically significant.

Setayesh et al. (2010) in a study entitled “The Effect of Owner-
ship Structure and Composition of the Board of Directors on Divi-
dend Policy in Listed Companies in Tehran Stock Exchange”
concluded that corporate ownership and the independence of the
board's institutional ownership are positive, and the dividends of
listed companies on Tehran Stock Exchange are negatively
influenced.

Foroughi et al. (2009) studied the influence of institutional
ownership as well as ownership and management and dividend
policy from 2001 to 2006 of 106 companies listed on the Stock
Exchange. Their results indicate that there is a significant and
positive relationship with the firm's management shares of the
dividends. However, institutional ownership does not have a sig-
nificant and positive impact on corporate profits.

Sadeghi Sharif and Bahadori (2009) examined the ownership
structure and the ratio of interest payments of companies listed on
the Tehran Stock Exchange. They began their research findings
using a sample of 41 companies and studied in the period from
2002 to 2008. Their research shows that the ownership of the
largest shareholder has a positive impact on a company, but the
company's real ownership has a negative impact on the ratio of
interest payments.

3. Theoretical basis of research

3.1. Exchange

The economic financial sector is considered to be the provider of
financial resources, and real economic activity is divided into two
parts. The money market is mainly led by the banking system of a
country, and its most important function is to provide short-term
credit. The capital market's main function is to generate long-
term financing required in the manufacturing and service sectors.

Stock, in terms of economics, is the place where the product is
bought and sold, and securities pricing is done. The stock exchange
is an organized entity including major institutions in the capital
market, along with other institutions and organizations, that are
responsible for multiple tasks.

The basic functions of the stock exchange includemanaging risk,
transfer and distribution, information transparency, price discovery,
and creating a competitive market; two of its most important
functions are fundraising and providing funds for economic activ-
ities.Q6 Exchanges are generally divided into three major categories:
stock markets, foreign exchange and stock exchange securities.

3.2. Exchanging financial assets

The exchange of financial assets (stocks, bonds, mutual funds,
etc.) forms a transaction. Securities that are bought and sold on the
market as “official” and “permanent” are said to be a part of the stock
exchange. Official means that the market has received permission
under the law. The order of perpetuity is that market activity is not
limited to a particular time (Fanaei and Mojtaba, 2009).

3.3. Impact of the exchange on the economy of a society

Business and production firms invest their own funds instead of
borrowing from banks, and they do this through issuing shares and
selling bonds. This is one of the best ways to raise funds through the
stock exchange. This important market, the stock exchange, the
company needed funds by collecting minor and scattered provide
capital and thereby make an important and large investments
possible. Q7These investments strengthen the country's economy and
have a huge impact on the economy. Some of the highlights include
the effects of:

a. Equitable distribution of income and building a sense of
participation.

b. Creating a perfect market.
c. Optimal utilization of resources.

3.4. Benefits of the exchange for investors

a. Revenue.
b. Investing in a safe place.
c. Maintaining capital against inflation.
d. The ability of liquidity of financial assets.
e. Participation in decision making for corporate governance.
f. The protection of the law and regulations.

3.5. Stock benefits for recipients Q8

a. Exemption tax.
b. Gaining public trust.
c. Finance easy to provide.

3.6. Division of the dividend (payout)

Much is written on the division of the dividend in the empirical
research in the field of corporate finance. Q9It has two very important
aspects that are debatable. From a dividend perspective, the fac-
tors influencing dividend payout include the company's profits
and the company's internal resources needed for the implement-
ing investment projects that will require financial resources
outside of the company, which can impact stock prices. On the
other hand, many shareholders call for cash dividends. Therefore,
the managers (with the aim of maximizing shareholder wealth)
must always create a balance between the interests of share-
holders versus the lucrative investment opportunities of the
companies, which must not be lost simply because a cash dividend
for some shareholders is required. The dividend decisions are
taken by the directors of the company because it is very sensitive
and important.

There is no doubt that managers, in deciding the question of
dividend payouts, should consider the consequences because they
may affect their profits. Q10Corporate executives face limitations, such
as lack of liquidity, tax considerations, and whether they will be
forced to modify their decision in the future in order to follow their
purpose and profit-sharing programme (Mehrani et al., 1997).
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