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ABSTRACT

Far-reaching economic developments and the increasing complexity of commercial corporate structures have seriously
challenged the effectiveness of traditional models of corporate oversight. In modern legal systems, corporate oversight is no
longer exercised exclusively through legislation, general meetings of shareholders, and statutory inspectors; rather, a network of
formal and informal actors participates in the oversight process. This study aims to rethink the corporate oversight model in
Iranian law by examining the transition from traditional oversight to network governance in light of the experience of English
law. The principal research question is whether the Iranian legal system has the capacity to transition from a hierarchical model
of oversight to network governance and what lessons the English experience offers for redesigning Iran’s corporate oversight
system. The study employs a descriptive-analytical method and a comparative approach. The findings demonstrate that the
corporate oversight structure in Iran remains predominantly rule-based, centralized, and reliant on formal enforcement
mechanisms. By contrast, the English experience reflects the development of a multilayered network of oversight actors,
including the legislature, regulatory bodies, the capital market, institutional investors, independent auditors, courts, and
information-disclosure mechanisms. The results indicate that the weaknesses of Iran’s corporate oversight system arise less from
a shortage of legal rules than from a lack of institutional coordination, the restricted role of shareholders, weak shareholder
activism, and the absence of a network-based oversight architecture. Accordingly, this article proposes a five-layer network
governance model as a framework for redesigning Iran’s corporate oversight system.
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The rapid transformation of the global economy, the increasing complexity of commercial
corporations, the expansion of capital markets, and the growing separation between ownership and
management have fundamentally altered the nature of corporate activity and the mechanisms
required to supervise it. Commercial companies are no longer merely private vehicles for pooling
capital and conducting economic transactions; rather, they have become influential actors in
economic governance, market regulation, wealth creation, employment, technological development,
and even the formation of public policy. These developments have weakened the effectiveness of
traditional corporate oversight mechanisms, which were primarily based on statutory rules, general
meetings of shareholders, statutory inspectors, directors’ liability, and judicial intervention. Such
mechanisms were designed for corporate structures that were less complex, more locally confined,
and characterized by relatively identifiable ownership and management relationships. In
contemporary corporations, however, dispersed ownership, institutional investment, sophisticated
financial transactions, transnational operations, information asymmetry, and multidimensional
conflicts of interest have created supervisory challenges that cannot be adequately addressed
through hierarchical legal control alone. Agency theory demonstrated that the separation of
ownership from control creates incentives for managerial opportunism and imposes monitoring
costs on shareholders and corporations (Fama, 1980). Comparative corporate law scholarship has
similarly shown that the effectiveness of corporate regulation depends not only on formal legal rules
but also on the quality of complementary institutions that monitor managerial conduct, protect
investors, and promote accountability (Armour et al., 2009). Accordingly, the central problem
addressed in this study is whether Iranian corporate law possesses the institutional and legal capacity
to move from a traditional, centralized, and law-oriented model of corporate oversight toward a
network-governance model in which supervisory authority is distributed among multiple public and
private actors.

The conceptual foundation of the study rests on the distinction between traditional corporate
oversight and network governance. Traditional oversight is based on a hierarchical conception of
corporate control in which the legislature determines the powers and duties of corporate organs,
shareholders exercise authority through general meetings, statutory inspectors monitor compliance,
and courts respond to violations after they have occurred. Its defining characteristics are
centralization, formalism, reliance on mandatory legal rules, and the predominance of ex post
enforcement through civil, criminal, or administrative sanctions (Eskini, 2023; Pasban, 2022).
Although this model continues to perform essential functions, it is increasingly incapable of
addressing the complexity of modern corporate organizations, particularly where controlling
shareholders dominate boards, minority shareholders lack effective remedies, and corporate
information is inaccessible or asymmetrically distributed. Network governance, by contrast,
describes a system in which regulatory power and supervisory responsibility are dispersed among
interacting actors rather than concentrated in a single public authority. In this model, the legislature,
regulatory agencies, capital markets, institutional investors, independent directors, auditors,
professional associations, courts, financial analysts, credit-rating institutions, and information-
disclosure mechanisms jointly participate in the direction and control of corporations. Coordination,
cooperation, information exchange, professional reputation, market discipline, and voluntary
standards supplement statutory compulsion and judicial enforcement. The theoretical literature on
network governance emphasizes that governance in complex societies is increasingly produced
through interdependent institutional networks rather than exclusively through state hierarchy
(Rhodes, 1997). In corporate governance, this approach leads to a multilayered system composed of
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internal corporate oversight, shareholder monitoring, market-based discipline, institutional
regulation, and judicial supervision, with the effectiveness of the whole system depending on the
interaction and mutual reinforcement of its constituent layers (Mallin, 2024; Tricker, 2019).

This research employs a descriptive-analytical method and a comparative legal approach to examine
the evolution of corporate oversight in England and evaluate the applicability of the English
experience to Iranian law. England was selected because its corporate governance framework
represents a prominent example of the transition from predominantly formal and hierarchical
supervision to a multilayered architecture combining legislation, judicial doctrine, soft-law codes,
market regulation, shareholder stewardship, auditing, disclosure, and institutional cooperation. The
study analyzes the legal and institutional foundations of this transformation, including the influence
of the Cadbury Report, the Companies Act 2006, the UK Corporate Governance Code, the UK
Stewardship Code, disclosure and transparency requirements, institutional investor activism,
independent auditing, and judicial development of directors’ fiduciary duties. The Cadbury Report
marked a decisive stage in the emergence of modern corporate governance by emphasizing board
accountability, financial reporting integrity, independent oversight, and the importance of standards
operating beyond conventional statutory control (Cadbury, 1992). Subsequent reforms consolidated
a regulatory approach in which legislation establishes the formal framework while governance codes
and market mechanisms provide flexible and continuous supervision. The Companies Act 2006
codified major directors’ duties and strengthened shareholder remedies, while judicial decisions
continued to define the substantive content of fiduciary obligations, conflicts of interest, and
derivative actions (Davies & Worthington, 2024; Keay, 2022; Sealy & Worthington, 2022). The study
then compares this framework with Iranian commercial law, corporate governance regulation,
ownership structures, shareholder rights, auditing arrangements, capital-market institutions, and
judicial mechanisms in order to identify both existing capacities and structural obstacles to network-
based corporate supervision.

The comparative findings indicate that the English system has developed a distributed supervisory
architecture in which no single institution possesses an exclusive monopoly over corporate control.
The UK Corporate Governance Code operates through a soft-law framework that encourages
companies to comply with governance principles or explain departures from them, thereby
combining flexibility with market-based accountability (Financial Reporting, 2024). This approach
transforms disclosure from a secondary legal duty into a central mechanism of corporate
supervision, because explanations, governance reports, risk disclosures, internal-control statements,
and remuneration policies are evaluated by investors, analysts, regulators, and the wider market.
The Disclosure Guidance and Transparency Rules similarly reinforce continuous information flows
and reduce information asymmetry between corporate managers and stakeholders (Financial
Conduct, 2024). Institutional investors constitute another important layer of the supervisory
network. Through voting, engagement with boards, opposition to excessive executive remuneration,
demands for improved transparency, and coordinated shareholder activism, these investors operate
as private monitors of managerial conduct (Gillan & Starks, 2007). The UK Stewardship Code further
encourages asset owners and asset managers to assume active and responsible oversight roles in
relation to investee companies (Financial Reporting, 2020). Independent auditors, professional
institutions, regulatory agencies, and courts complement these mechanisms. As a result, English
corporate governance is characterized not by the disappearance of law but by the integration of law
into a broader network of formal and informal controls. The law defines mandatory boundaries,
courts articulate directors’ duties, regulators supervise markets, auditors verify information,
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shareholders exercise voice, and market reactions impose reputational and financial consequences.
This multilayered interaction strengthens transparency, accountability, risk management, and the
prevention of managerial misconduct (Davies & Worthington, 2024; Mallin, 2024).

The analysis of Iranian law reveals that the corporate oversight system remains predominantly
statutory, centralized, reactive, and dependent on formal enforcement. The Commercial Code and
its subsequent amendments continue to organize supervision mainly through general meetings,
boards of directors, statutory inspectors, and courts, while the development of modern capital-
market regulation has introduced additional mechanisms without integrating them into a coherent
institutional network (Eskini, 2023). Several structural weaknesses impede the emergence of
network governance. First, concentrated ownership in many listed and unlisted companies allows
controlling, governmental, or quasi-governmental shareholders to dominate general meetings and
boards, thereby reducing the practical influence of minority shareholders and limiting the
independence of internal supervisory bodies (Namazi & Kermani, 2008). Second, minority
shareholders face procedural, financial, and institutional obstacles in exercising information rights,
challenging managerial decisions, and initiating liability actions (Pasban, 2022). Third, shareholder
activism remains underdeveloped, and institutional investors have not yet assumed a systematic
stewardship role comparable to that observed in advanced corporate governance systems (Gillan &
Starks, 2007). Fourth, corporate oversight rules are dispersed across commercial legislation,
securities regulation, auditing standards, anti-money-laundering provisions, and regulatory
directives, while mechanisms for institutional coordination and information exchange remain
insufficient. Fifth, although Iran possesses several supervisory and professional institutions, their
independence, technical capacity, jurisdictional clarity, and cooperation are uneven. Research on
Iranian corporate governance has repeatedly identified ownership concentration, weak
transparency, limited accountability, and deficiencies in financial reporting as major obstacles to
effective corporate supervision (Hassas Yeganeh, 2018; Hassas Yeganeh & Baghoumian, 2006; Saghafi
& Salimi, 2012). These findings suggest that the principal weakness of Iranian corporate oversight is
not simply the absence of legal rules, but the lack of an integrated architecture capable of connecting
internal controls, shareholder monitoring, market discipline, professional oversight, regulatory
intervention, and judicial enforcement.

The study concludes that the reform of corporate oversight in Iran should not be confined to revising
commercial legislation, expanding directors’ liability, or increasing statutory sanctions. A
sustainable transition requires the construction of a five-layer network-governance model consisting
of internal corporate oversight, shareholder oversight, market-based supervision, institutional
regulation, and judicial control. The first layer should strengthen independent directors, audit
committees, risk-management committees, statutory inspectors, and internal-control systems. The
second should empower minority and institutional shareholders through improved voting rights,
access to information, derivative actions, collective engagement, and effective legal remedies. The
third should promote market discipline through comprehensive disclosure, governance ratings,
financial analysis, transparent ownership information, and timely publication of material corporate
developments. The fourth should enhance the independence, specialization, and coordination of
securities regulators, auditing institutions, professional associations, and other supervisory bodies
through integrated information systems and formal mechanisms of cooperation. The fifth should
establish specialized corporate or capital-market courts capable of resolving complex disputes
efficiently and developing coherent standards for directors’ duties and shareholder protection. These
layers should not operate as substitutes for one another; rather, their effectiveness depends on
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continuous interaction, information exchange, and mutual reinforcement. The gradual
institutionalization of such a model would enable Iranian corporate law to move beyond fragmented
and predominantly ex post control toward preventive, participatory, transparent, and adaptive
governance. It would also improve investor confidence, strengthen corporate accountability, reduce
agency costs, protect minority shareholders, and align the corporate oversight system with the
realities of contemporary commercial activity.
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