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Research Objective: This study aimed to investigate the impact of corporate governance
and cash flow on firm value, with particular emphasis on the moderating role of the board
of directors in companies listed on the Tehran Stock Exchange (TSE)

Research Methodology: In terms of its objective, the study is classified as applied
research, while its methodological approach is descriptive-correlational. The statistical
population comprised 795 companies listed on the TSE as of the end of the Iranian
calendar year 1403 (2025). After applying predefined screening criteria, 114 companies
were selected as the final research sample. The study utilized financial data covering the
period from 1398 to 1403 (2019-2025), extracted from the audited financial statements
of the sampled companies. The collected data were analyzed using panel data regression
techniques in EViews software. Tobin's Q, a measure of firm value, was the dependent
variable. The independent variables included corporate social responsibility, the audit
committee, the supervisory board, and operating cash flow, while the board of directors
was incorporated as the moderating variable.

Findings: The results of the F-Limer (Chow) and Hausman specification tests supported
the suitability of the fixed-effects model for the empirical analysis. The findings revealed
that corporate social responsibility, the audit committee, the supervisory board, operating
cash flow, and the board of directors had positive and statistically significant effects on
firm value. Furthermore, the results demonstrated that the board of directors positively
and significantly moderated the relationship between corporate social responsibility and
firm value. Conversely, the board of directors negatively moderated the relationship
between the audit committee and firm value, suggesting a substitution effect between
these corporate governance mechanisms. Additionally, the board of directors exerted a
positive and statistically significant moderating effect on the relationships between the
supervisory board and firm value, as well as between operating cash flow and firm value.
The main regression model demonstrated satisfactory explanatory power, with an adjusted
coefficient of determination (adjusted R?) of 0.341 and an F-statistic of 40.15, indicating
overall statistical significance at the 1% level (p <0.01).

Conclusion: Overall, the findings highlight the importance of simultaneously
strengthening corporate governance mechanisms and enhancing cash flow management
to improve firm value. In particular, the results underscore the critical moderating role of
the board of directors in shaping the effectiveness of governance structures and financial
resources in creating firm value.
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Introduction

In contemporary capital markets, investors place significant emphasis on reliable financial
information. High-quality financial reporting assists investors in more accurately estimating
risk and evaluating firm value, ultimately leading to improved investment decisions (Noravesh
etal., 2015/2016). Firm value constitutes a fundamental concept within corporate finance, as it
reflects investors' assessments of a company's profitability potential, growth opportunities, cash
flows, and risk profile. Through the pricing of equities and other financial instruments, the
capital market facilitates the allocation of resources across various firms and investment
opportunities. Consequently, identifying the determinants of firm value is of paramount
importance to shareholders, managers, and regulatory bodies (Maghsoudi, 2023).While firm
value is inherently linked to accounting performance, it remains conceptually distinct from
traditional metrics such as Return on Assets (ROA) or Return on Equity (ROE). Accounting
performance provides historical data regarding past outcomes, whereas market-based metrics
also incorporate investors' forward-looking evaluations of the firm's prospects and underlying
risks.In this context, corporate governance encompasses the mechanisms that regulate the
relationships among owners, managers, and corporate oversight bodies, thereby influencing
managerial decision-making processes and accountability (Sarraf et al., 2022). Agency theory
posits that the separation of ownership and control can engender divergent interests between
managers and shareholders. Jensen and Meckling (1976) analyze this paradigm through the lens
of agency costs, emphasizing the critical role of monitoring and incentive mechanisms in
aligning managerial decisions with shareholders' interests (Jensen & Meckling, 1976).

Method

In terms of its objective, this study is classified as applied research; methodologically, it
employs a descriptive-correlational design. Quantitative data were collected on an annual basis
and structured as a panel dataset. The empirical analyses investigate the relationships between
corporate social responsibility (CSR), the audit committee, the supervisory board, operating
cash flow, and firm value, while also assessing the moderating role of the board of directors.
The unit of observation is the firm-year. The employment of panel data techniques permits the
accommodation of the repetitive structure of firm-level observations over time (Baltagi,
2021).The statistical population comprised 795 companies listed on the Tehran Stock Exchange
(TSE) as of the end of the year 1403 (approx. March 2025). The research sample was selected
using a systematic screening process based on predefined criteria. Firms were excluded from
the sample if they met any of the following conditions: being listed on the over-the-counter
(OTC) market, being inactive, operating as non-manufacturing entities, operating within the
financial sector (e.g., investment firms, banks, insurance, or leasing companies), or lacking
sufficient accessible data. Following the application of these exclusion criteria, a final sample
of 114 companies was established.

Result

The positive relationship observed between corporate social responsibility (CSR) and firm
value (f = 0.412, p < 0.001) is consistent with the findings of Barzegari Khanagha et al.
(2019) in the context of the Tehran Stock Exchange. In their study, they investigated the
individual and interactive effects of CSR and corporate governance on firm value. Similarly,
Metwali et al. (2025) demonstrated a significant association between environmental, social, and
governance (ESG) disclosures, the characteristics of both audit and sustainability committees,
and firm value. This alignment suggests that, within the context of the current study, CSR
disclosure is associated with higher firm valuations. However, the present findings do not
provide direct empirical tests of underlying mediating mechanisms, such as the reduction of
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information asymmetry or shifts in investor sentiment; consequently, these pathways remain
tentative explanations that warrant investigation in future research.

Discussion and Conclusion

This study aimed to investigate the impact of corporate governance and cash flow on firm value,
specifically examining the moderating role of the board of directors in companies listed on the
Tehran Stock Exchange (TSE). This finding aligns with the rationale that cash generated from
core operational activities supports debt servicing and facilitates internal financing. From an
agency theory perspective, however, excess free cash flow may increase managerial discretion
over cash reserves, thereby exacerbating agency costs. Consequently, the positive coefficient
of operating cash flow must be interpreted in conjunction with the oversight function of the
board of directors. Dittmar and Mahrt-Smith (2007) demonstrated that corporate governance
quality is linked to the market valuation of cash holdings. While their findings corroborate the
present study's conclusions regarding the importance of monitoring cash resources, it is
important to note that cash holdings and operating cash flow are conceptually distinct metrics.
In conclusion, this study demonstrates that corporate social responsibility, audit committee size,
the supervisory board index, operating cash flow, and the board of directors each maintain a
positive and statistically significant relationship with firm value. However, the moderating role
of the board of directors is non-uniform across these relationships. The interaction effects are
positive concerning CSR, the supervisory board, and operating cash flow, but negative
regarding audit committee size. This heterogeneity implies that the evaluation of corporate
governance mechanisms must holistically consider their complex interactions and the specific
nature of the relationships under investigation.
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