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CrossMark

Corporate governance research is primarily focused on the inputs for
effective governance; however, we have limited information about how
corporate governance systems are continuously monitored and
evaluated. The purpose of this article is to analyze the evaluation of
corporate governance system effectiveness in Iran using a grounded data
approach. The research population included 11 experts from academia
familiar with corporate governance topics, selected using a snowball
sampling method. Interviews were used to collect the necessary data.
The research interviews were designed using the CAR framework and
analyzed qualitatively using a grounded data approach. Data analysis
was performed through open, axial, and selective coding, eventually
leading to the presentation of a final model consisting of six main
dimensions and thirty-two sub-dimensions. The results indicate that the
model for evaluating the effectiveness of corporate governance in Iran
revolves around the central category of fintech and monitoring, which
are influenced by causal conditions. This process begins with causal
conditions, leading to the formation of the central category, which,
through strategic actions, contributes to increased transparency,
accountability, improved internal controls, creativity, and resource
optimization.

Keywords: Corporate Governance System, Effectiveness Evaluation,
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Introduction

Corporate governance is a system of rules, practices, and processes by which a company is directed
and controlled. It aims to balance the interests of various stakeholders, including shareholders,
management, customers, suppliers, financiers, the government, and the broader community. Over the
years, research on corporate governance has focused on improving transparency, reducing risks, and
enhancing shareholder value. According to Gilbert and Rasche (2008), effective corporate governance is
essential for ensuring financial stability, business integrity, and market confidence (Mahmudi, 2024; Ni Luh
Putu Agustin Nirmala, 2024; Thoan, 2024). Studies by Payne and Srinivasan (2019) identified six major
functions of the board of directors, including CEO oversight, financial structure monitoring, and strategic
guidance. Despite the widespread emphasis on governance mechanisms globally, there is a lack of
continuous evaluation frameworks tailored to specific contexts, particularly in countries like Iran. The
traditional approach in Iran has often ignored the systematic assessment of governance practices, which
results in delayed corrective actions and inefficiencies.

Recent literature highlights the significance of governance mechanisms, both internal and external,
in enhancing corporate transparency and accountability. For example, Aguilera et al. (2018) discuss
external mechanisms like legal systems and market competition that influence governance practices
(Aguilera et al., 2018). Moreover, Sands (2019) suggests that Al can significantly improve governance
processes but also poses new challenges for boards in decision-making (Sands, 2019). Addressing these
gaps, this study seeks to explore a grounded framework for assessing corporate governance effectiveness
in Iran, drawing insights from qualitative data and employing a systematic grounded theory approach.

Methods and Materials

The study employed a grounded theory approach to develop a comprehensive model for evaluating
the effectiveness of the corporate governance system in Iran. Grounded theory, introduced by Strauss and
Glaser, is a qualitative research method that facilitates theory development from data systematically. The
research utilized exploratory and semi-structured interviews, designed using the CAR (Context, Action,
Result) framework. This framework helped structure the interviews around three main questions:
understanding the context of corporate governance in Iran, identifying suitable actions for assessment, and
exploring how companies benefit from the results of these evaluations.

The sampling method used was snowball sampling, which involved identifying and interviewing
11 experts who were university faculty members with doctoral degrees and extensive knowledge of
corporate governance. These participants were selected for their academic expertise and practical
experience in governance-related topics. Data analysis was conducted using the systematic coding process
outlined by Strauss and Corbin, which includes open coding, axial coding, and selective coding. This
approach enabled the researcher to categorize the data into core themes and sub-themes, organizing them
into a paradigm model.

Findings and Results

Data analysis revealed several critical dimensions and sub-dimensions that form the foundation of
the corporate governance evaluation model. The research identified five main causal conditions that
influence the formation of effective governance assessment practices. These include gaps in understanding
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the importance of governance, cultural and systemic challenges within companies, and the need for
technological integration. The core category that emerged was the integration of fintech and governance
practices to improve monitoring, transparency, and accountability. The findings also underscored the role
of emerging technologies in addressing governance inefficiencies.

The study revealed that the intervention of internal audit functions, coordination by audit
committees, and the use of a combined assurance model are vital in achieving governance effectiveness.
The data showed that audit committees must ensure that all assurance activities are aligned and
coordinated. The study also highlighted the need for a robust evaluation framework to assess the
effectiveness of risk management and internal controls, with emphasis on continuous monitoring and the
use of advanced analytical tools. Moreover, it was found that the effective use of Al and fintech can
facilitate better decision-making and resource optimization. However, the research also noted significant
challenges in embedding these technologies into existing governance structures, particularly in addressing
risks and ensuring compliance.

Conclusion

The study's findings are consistent with existing literature, which emphasizes the need for
comprehensive governance frameworks that account for evolving market and technological dynamics.
The research aligns with Luminio et al. (2021), who describe governance mechanisms as institutional
arrangements that facilitate the execution of agreements (Lumineau et al., 2021). Historically, governance
studies have focused on internal mechanisms like board structures and ownership (Anderson et al., 2007;
Bao & Lewellyn, 2017). However, as Aguilera et al. (2018) argue, external mechanisms like legal
environments and market pressures are equally crucial. This study highlights the importance of aligning
both internal and external governance tools to enhance overall effectiveness.

The discussion points to the necessity of a culturally sensitive and technologically advanced
framework for governance assessment in Iran. The integration of fintech, as noted by Fleming (2019), can
lead to significant improvements but requires careful management to avoid unintended consequences. The
concept of combined assurance, as proposed by Decaux and Sarens (2015), was validated by this research,
emphasizing the need for a coordinated approach to risk management and internal controls. However,
despite the potential benefits, embedding these practices remains a challenge (Decaux & Sarens, 2015). The
study suggests that companies must adopt a platform governance model, as advocated by Fenwick et al.
(2019), to foster a culture of openness and collaboration (Fenwick et al., 2019).

One critical implication of this research is the role of Al in transforming governance practices.
Sands (2019) highlights the double-edged nature of Al, which can enhance decision-making but also
introduce new governance complexities. This study found that Al can streamline governance processes
but requires strategic oversight to maximize its benefits. Furthermore, the political and regulatory context
in Iran presents unique challenges. As Bai et al. (2006) and Clarke (2016) discuss, political influence can
distort governance priorities, leading to inefficiencies and economic stagnation (Bai et al., 2006; Clarke,
2016). Addressing these issues requires a robust regulatory framework and ongoing dialogue between
policymakers and corporate leaders.

In conclusion, this study contributes to the literature by providing a grounded model for corporate
governance assessment tailored to the Iranian context. The research emphasizes the importance of
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technological integration, cultural alignment, and continuous monitoring. Future research should explore
the quantitative aspects of governance evaluation, examining the impact of these frameworks on corporate
performance. Additionally, there is a need for further studies to address the challenges of implementing
Al and fintech in governance practices, ensuring that these technologies are used ethically and effectively.
The study encourages companies to think critically about their governance practices and adopt a holistic
approach that balances traditional governance mechanisms with modern technological advancements.
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