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Highlights

e The global index for minority shareholder protection has been developed by the World Bank.

e Iran's ranking in the latest published World Bank report is below the global average.

o The global index is based on two main pillars: “"Conflict of Interest Requirements™ and “Shareholder
Govermnance Reguirements,” which have been identified as causal factors in the model.

o Thetwomain pillars of the global index encompass components such as disclosure and approval, extent of
director liability, ease of shareholder siits, shareholder rights, ownership and control, and corporate transparency.

o The developed moakl, utilizing \World Bank indicators as a reference, seeks to establish an effective link
between global principles and the institLiional and structural conditions of Iran's market ]

e The results of this model not only fill theoretical and methodological gaps but also provide a valid
foundation for optimizing minority shareholder protection mechanisms in Iran's capital market.

Abstract

. The capital market, as a fundamental pillar of the financial system, plays a central role
in resource mobilization and optimal capital allocation; however, minority shareholders are
persistently vulnerable to risks stemming from information asymmetry, conflicts of interest,
and inadequate regulatory mechanisms. The capital market Crisis of August 2020 in Iran
exemplified structural deficiencies in investor protection policies, which inflicted severe
financial losses on millions of retail investors, eroded public trust, and amplified systemic
risk within the national economy. The World Bank report indicates that Iran's ranking on
the Minority Investor Protection Index remains below the global average, highlighting the
need for a context-sensitive framework. This study aims to develop a comprehiensive model
aligned with Iran's capital market conditions, employlng a (%uall ative approach based on

ith
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Grounded Theory. World Bank indicators were adopted as the reference framework, and
data were collected through semi-structured interviews with 20 capital market experts via
snowhall sampling until theoretical saturation was achieved. Data analysis was conducted
through open, axial, and selective coding using MAXQDA software. The core category of
minority shareholder protection was identified as the central phenomenon around which all
other Categories were systematically organized. The final conceptual framework
comprising 39 components across 6 dimensions, was validated and refined by an externa
expert_panel to ensure theoretical rigor and practical applicability. Bz presenting a
multidimensional framework, this study provides a roadmap for policymakers and capital
market regulators, with the potential to enhance public’ confidence, improve market
efficiency, and strengthen Iran’s standing in global investor protection indices.
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Introduction

Protection of minority shareholders constitutes a fundamental
component in enhancing capital market efficiency and strengthening
public trust. With the expansion of corporate public ownership, this group
of investors faces numerous risks due to information asymmetry, conflicts
of interest, and weaknesses in regulatory mechanisms. Given Iran's low
ranking in the global minority investor protection index, this research aims
to develop an integrated and comprehensive model for minority
shareholder protection in lIran's capital market based on international
indicators.

The World Bank's Ease of Doing Business Report 2020 revealed that
Iran ranked 127th out of 190 countries in the minority shareholder
protection index with a score of 40 out of 100, indicating weak
performance compared to the average of developed countries. Iran's
poorest performance was in the "ease of shareholder litigation™ dimension,
and it received below-average scores in other indicators as well. Improving
this situation not only contributes to better protection of minority
shareholders but also provides grounds for attracting foreign investment,
increasing public trust in financial markets, and achieving sustainable
economic growth.

Methodology

This research employed a qualitative approach based on grounded
theory using the Strauss and Corbin method. The initial conceptual
framework was grounded in World Bank indicators to ensure alignment
with global requirements and standards while addressing the
characteristics and necessities of Iran's capital market.

Research data were collected through in-depth semi-structured
interviews with 20 experts and specialists in the capital market domain.
Participants included supervisory institution managers, financial
institution managers, listed company managers, certified public
accountants and corporate executives, and university faculty members in
finance and accounting active in the capital market. The selection of these
groups aimed to achieve maximum theoretical diversity and cover different
dimensions of policy-making, regulatory, executive, and professional
aspects of minority shareholder protection.

Interview data were collected using snowball sampling until theoretical
saturation was achieved. Model components were extracted through open,
axial, and selective coding using MAXQDA software.

Findings
Following the interviews, data were analyzed. In the open coding stage,
203 initial codes were identified, and in the axial coding stage, 114 codes
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were extracted. The 114 axial codes comprised 2 categories for core
conditions, 22 categories for causal conditions, 9 categories for contextual
conditions, 32 categories for intervening conditions, 33 categories for
strategies, and 16 categories for consequences related to the main research
phenomenon.

In the selective coding stage, the core category of "minority shareholder
protection” was selected as the central nucleus of the model, and other
categories were systematically organized in relation to it. Ultimately, the
research conceptual model was formulated comprising 39 components
across 6 dimensions.

Results

The dimensions of the conceptual model for minority shareholder
protection are as follows:

1) Core Category: Minority shareholder protection was identified as the
central phenomenon providing an integrated framework for
connecting all components. In essence, minority shareholder
protection was identified as the main umbrella encompassing all
components.

2) Causal Factors: Causal factors generate and shape the central
phenomenon, influencing the main category. Causal factors are
based on two main axes of the global minority shareholder
protection index: a) Conflict of interest-based requirements,
including three components: disclosure and approval index, extent
of director liability index, and ease of shareholder litigation index.
b) Shareholder governance-based requirements, including three
components: shareholder rights index, ownership and control index,
and corporate transparency index.

The sub-indices are defined as follows:

Disclosure and Approval Index: Evaluates the extent of legal
requirements and internal corporate transparency regarding disclosure of
related-party transactions, particularly transactions with conflicts of
interest.

Extent of Director Liability Index: Evaluates the scope of director
liability and measures their legal accountability for damaging decisions,
conflicting interest transactions, and managerial violations, as well as the
possibility of claiming damages by minority shareholders.

Ease of Shareholder Litigation Index: Evaluates minority shareholders'
ability to file lawsuits against violating directors, access internal company
documents, and benefit from judicial protection.

Shareholder Rights Index: Evaluates the scope of shareholders' legal
rights to vote and participate in major corporate decision-making and
monitor management performance.
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Ownership and Control Index: Evaluates legal instruments to prevent
excessive concentration of power among major shareholders and create
balance in the company's decision-making and control structure.

Corporate Transparency Index: Evaluates the quality and extent of
disclosed information, public access to accurate, timely, and reliable
information regarding ownership structure, financial reports, and key
company activities.

3) Contextual Factors: These factors relate to the macro-economic and
social environment in which protective strategies are implemented.
These factors include economic policies in financial, monetary, and
foreign exchange domains, the legal and regulatory structure of the
capital market, international developments and sanctions, low levels
of financial literacy, and different decision-making patterns.

4) Intervening Factors: These factors negatively impact minority
shareholder protection strategies and include lack of stability in
macro-economic policies, weak corporate governance requirements,
lack of stock exchange independence from government, government
ownership structure in the form of listed companies, command
economy and government interventions, inefficient judicial
structure in handling shareholder litigation, weaknesses in technical,
operational, and information infrastructure of the market, weak
supervision by capital market regulatory institutions, weak financial
reporting and auditing, and lack of efficiency in announced capital
market indices.

5) Strategies: Implementation strategies are formulated based on
analysis of causal, contextual, and intervening conditions and
include effective government intervention in the capital market,
stability in fundamental and macro-economic variables,
strengthening legal requirements of corporate governance structure,
strengthening specialized judicial institutions for the capital market,
strengthening structure and independence of market mechanism
regulatory institutions, developing and improving technical and
operational structure, developing and improving information
structure, improving financial reporting and auditing quality,
increasing diversity and efficiency of innovative financial
instruments, educating and empowering minority shareholders, and
establishing associations of individual shareholder forums.

6) Consequences: Consequences represent the results and effects of
implementing these strategies. Implementation of this model leads
to enhancing the capital market's position, promoting transparency
and developing accountability culture, improving efficiency,
advancing financial equity, restoring public trust, creating an
enabling environment for attracting foreign investors, and
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improving Iran's ranking in international indices. Implementation
requires coordination among institutions. The model possesses the
necessary flexibility to adapt to changing economic conditions and
can serve as a reference framework for policymakers and
researchers.

The developed model demonstrates that minority shareholder
protection is a function of causal, contextual, intervening, strategic factors,
and consequences. In fact, results indicate that the interaction of these
factors plays a significant role in realizing protective strategies and
achieving the model's expected outcomes.

Conclusion

The presented multidimensional and integrated model provides a
practical and operational framework for policymakers, market regulators,
and supervisory institutions and can serve as an effective guide for
improving minority shareholder protection. The results of this model not
only fill theoretical and methodological gaps but also provide a valid
foundation for optimizing minority shareholder protection mechanisms in
Iran's capital market.

Results indicate that effective protection of minority shareholders
cannot be limited to minor legal amendments but requires systematic
redesign of policies and processes to enhance transparency, accountability,
and strengthen justice-oriented mechanisms. Effective implementation of
these solutions requires a comprehensive, systematic, and coordinated
approach among policymakers, financial institutions, legislators, and
market participants, including legislative, executive, and judicial branches,
regulatory institutions, companies active in the capital market, and
shareholders themselves.

Achieving this multilayered cooperation and implementing combined
legal, institutional, economic, cultural, and technical reforms with a
medium-term perspective will lead to increased public trust, enhanced
market efficiency, and the return of minority investors to the capital market.

From a theoretical perspective, this research provides a comprehensive
framework for minority shareholder protection, and from a practical
standpoint, it proposes applicable solutions to prevent the recurrence of
crises such as the August 2020 crisis. These achievements will not only
contribute to sustainable capital market development and strengthen its
role in the country's economic development but also provide grounds for
improving Iran's position in global minority investor protection indices.
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