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 Background: This study has tried to answer the question whether effective financial 
and operating policies mechanisms on holding profitability (investment social security 

company) are effective on affiliated companies return or not? To answer the question in 

this study, 53 companies of covered firms of social security investment firm are 
investigated in the period 2008 to 2012. In this study, profitability ratio, ROE and ROA 

are evaluated as performance and indices of holding and performance variable of 

affiliated firms is evaluated by Q Tobin indices. To test the hypotheses, regression 
models and T,F tests and coefficient of determination at significance level 95% are 

used. It can be said, to analyze the models, panel analysis is applied. The study findings 

show that generally holding indices are effective on the return of affiliated firms and 
corporate governance via institutionalized shareholder in forms has considerable impact 

on supervision and performance of affiliated firms and increases the return of financial 
performance of affiliated firms. 
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INTRODUCTION 

 

 Holding companies have created a new concept to the ownership and management separation and it is the 

elimination of extra control that owners as state systems impose on affiliated firms. This is done by minimizing 

the communicating channels of the affiliated firms or main investment firms and creating a unified channel. To 

adapt with the surrounding environment changes, the firms are changing continuously and only the most efficient 

organizations are survived in competitive market. Definitely, in organizations evolution process, the change in 

management and organizational structure is the main key of change. With the growth of a firm, its organization 

structure is changed to response to the increasing responsibilities of managers. 

 In the attempt to achieve market-based economy, most countries should create some changes. These changes 

create specific problems namely for state firms. To eliminate these problems, some solutions are presented. One 

of the suitable solutions is privatization that is performed in our country based on article 44 of constitution. This 

study deals with the relationship between holding and affiliated firms with supervisory view and evaluation of 

their performance and various sources are used to formulate performance evaluation plan. The items in this study 

are formulated as they are the reflection of scientific, theoretical and applied inclination with empirical 

interpretations of the researcher. 

 

Review of literature: 

 Holding includes a set of firms with the ownership and management of all firms in an organization, firm or 

institution. In other words, holding company is the one in which more than 50% of shareholders can vote for one 

or some investment accepting firm (affiliated). In other words, if more than half of stock or vote of a firm are 

owned by each other, the first company is recognized as investing affiliated firm (second firm). These companies 

are sometimes called holding companies [1]. 

 The role of holding firms in economic various sections is high as about 60% of assets of US are managed by 

holding firms. This fit is also in Europe. In developing countries, a major part of economy is managed by 

industrial groups. In Iran, most of economic activities are dedicated to government and another section is focused 
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on quasi-state groups or relevant institutions and banks and insurance. In the late 80, some holdings are 

established by private sector without the required skills due to new establishment and specialization of activity. 

Thus, to fulfill the holding goals, we need skill, management knowledge and we need required specializations in 

decision making, supervision and control, hierarchy and power [2]. 

 Corporate governance via ownership on stock in firms has considerable impact on control, supervision and 

strategy of firms. By developing the ownership shareholders, the firm management is delegated to selected 

managers and by development of financial markets, stock markets are formed and most investors try to use 

financial resources, stock market tools and securities optimally. Thus, any problem in market is not regarding 

economic issues and it is turned into a social issue due to the development of stock markets in which public 

benefits of society are endangered. Thus, we should determine suitable performance criteria for firm management 

to reduce any factors leading to the concerns for micro shareholders and create stickiness between the 

shareholders and their benefit [3].  

 Strategic plans of affiliated firms are applied via main firm and the managers of affiliated firms formulate the 

operating and financial policies of their managing firm in the framework of strategic plans of main firm. The 

affiliated firms always meet the demands of group firms and by keeping their legal entity can maximize the share 

of shareholders [4]. 

 Return rate of an investment is a concept with different meanings from the view of various investors. Some 

firms search for cash short term return and give less value to long-term return and other investors give importance 

at first to the development and growth. These firms search for the projects obtaining great income in long-term. 

Thus, stock return is the profit obtained by dividing cash profit or increasing stock value for the investor [5]. 

 As the most important information source of investors, creditors and other information users of firms (in 

stock market) is prediction of profit presented by firms management in definite times, the earnings forecast 

should provide information as logical and timely to meet the information demands of users suitably. On the other 

hand, some conditions in financial reporting environment makes direct evaluation of information quality by users 

difficult as including the contrast of benefits, important economic outcomes, complexity of information and lack 

of direct access to information. Thus, the managers can use their knowledge about commercial activities to 

improve effectiveness of financial statements as a tool to transfer information to investors and creditors [6].  

 In 1960, variety was developed to the presence of holdings in business and various industries but the 

investigations of Ramlet (1986) from Harvard University evaluated 500 best firms of Fortune and classified them 

with the title of firms with unified business, dominant business, relevant business and diverse great firms 

(irrelevant businesses) and showed that among these classes, the firms with business had better results compared 

to other various classes [7]. 

 Andrious (1971) in a study of concepts of holding firms strategy defined holding company strategy in 

formulating decision making model to determine organization goals enabling the bases of policies to achieve 

these goals and by which the range of businesses followed by company can be defined [8]. 

 Fizobandriat (1932) considers holding as the most efficient method and tool innovated and it can be used to 

control and manage two or some units as independent until now [9]. 

 According to Richard Lynch (2006), holding company is the one with ownership of various businesses and 

as an investment firm has the share of various business as maximum (at least 50%). In some businesses, holding 

company with the stock below 50% has controlling role on affiliated businesses [10]. 

 In Iran, no study is conducted with this title but in the researches regarding Holding indices and return of 

affiliated firms as separately, this stud y is studied to identify the suitable criteria to investigate holding indices 

and identification of effective factors of return of affiliated firms, the following researches are studied: 

 Yazdanian (2006) showed that only institutional shareholders presence was effective on reducing earnings 

management and the non-executive board members, the separation of CEO role and board chief had no impact on 

earnings management [11]. 

 Iraj Noravesh et al., in the study “investigation of earnings management in the firms listed on TSE” 

investigated the earnings management during 1996 to 2003. The study findings show that great firms in Iran also 

conducted earnings management and earnings management motivation was with liabilities increase. The 

managers of these firms apply accruals to lower the tax of their firms and by increasing the size of firms; the 

companies can increase their inclination to earnings management [12]. 

 Bita Mashayekhi et al., (2005) in the study “the role of discretionary accruals in earnings management of the 

firms listed on TSE” by considering the cash flow of operation due to manipulation and less management 

supervision as main criterion of firm performance can investigate the relationship between accruals and earnings 

management and the relationship between accruals and cash flow from operation. The results show that in the 

studied firms, the earnings management is applied and cash flow of operation and accruals had inverse significant 

relation with each other [13]. 

 Bahar Moghadam and Saghafi (2006) in a study evaluated the effective stimulations on earnings 

management in stock firms and found the evidences regarding the relationship between ownership structure and 
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wholesale share and reward of managers and quality of work of audit institutions and firm growth and firm size 

and their financial structure with earnings management [14]. 

 Ebrahimi Kordlar and Hassani (2006) investigated earnings management during the initial public offering in 

the firms listed on TSE. They applied adjusted Jones model to compute earnings management index for 30 IPO 

firms during 1999 to 2001 and found that managers manage the earnings of firms in the year before initial 

offering and the IPO year. Also, they investigated the impact of earnings management on long-term performance 

of stock price of IPO firm and found that there was a positive and significant association between current 

discretionary accruals of first year of firms and long-term performance of stock price in three future years 

[15].Mollanazari and Karimizand (2007) in a study investigated the relationship between profitability quality and 

firm size and industry type in the firms listed on TSE. The results of the study showed that there was a strong 

correlation between firm size (sale) and profitability and this relation was direct [16]. 

 

Statement of problem: 

 Holdings invest in specialized activities relevant with industry based on the determined strategies and 

policies. Holdings as the most effective firms in management of affiliated firms have important role in 

implementation of performance criteria of firm. The main question is that whether mechanisms of financial and 

operating policies effective on holding profitability are also effective on the return of affiliated firms or not? 

 

Significance of study: 

 The necessity of using suitable financial and economic policies in enterprise and the investigation of 

management decisions in great holdings and the investigation of the effects of these decisions makings in long-

term and short-term causes that managers give their views carefully and make decisions. 

 

Study procedure: 

 The theoretical basics and literature in this study is library and data collection is performed via TSE 

information and Rahavard Novin and Tadbirpardaz software with suitable validity and reliability. Other sources 

including internet archives and scientific and research sites of universities are used. The study is descriptive-

correlation as it evaluates the relationship between holding policy quality and firms performance. Thus, the 

present study is applied based on purpose. The applied study purpose is development of applied knowledge in a 

specific ground. Also, the present study is correlation in terms of method and nature. The study purpose is 

determining the relationship of variables. To do this, suitable indices are used based on measurement scale of 

variables. 

 

Study population and sample: 

 The study population is all the holdings and affiliated social security investment companies listed on TSE. 

Selecting the firms listed on TSE as the study population is as the most applied information about Iranian firms 

are dedicated to this institution and they are the only firms their share is traded and priced in stock market. Those 

firms that are excluded from the study population are those firms not listed continuously during 2008 to 2012 in 

stock market or they don’t have required information in the determined variables of study. Due to the extension of 

study population and heterogeneous study members, the following conditions are used to select the study sample 

and the study sample is selected by systematic elimination as: 

• Fiscal year leads to the end of Esfand of each year. 

• The firms are listed in TSE to the end of 2006. 

• The firms should have no trading halt since 2008 to 2012 and don’t change their fiscal period. 

• The trading of their shares is done continuously in TSE and there is no trading half more than one month 

regarding the mentioned share. 

• The required information of the firms is available in this study. 

Also, some firms listed on TSE including banks and financial institutions (investment firms, financial brokerage, 

holding firms and leasing) with financial disclosures and different corporate governance structures are excluded 

from the study. Based on the mentioned conditions, 53 firms are selected as study sample in this study. Each 

company has 5 extracted financial information in financial statements during 2008 to 2012 and the number of 

total observations of year-company is 265 cases. 

 

Study hypotheses: 

 Hypothesis is a scientific and intelligent guessing predicted for the study result and is evaluated in scientific 

test evaluation. In each scientific research, the researcher considers one or some hypotheses to the probable 

results of study to guide the study in definite direction. These hypotheses are shown in Table 1. 
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Table 1: The study hypotheses. 

Hypothesis 
  

Main There is no significant relation between holding indices 

and return of affiliated firms. 

There is a significant relation between holding indices 

and return of affiliated firms. 

First There is no significant relation between holding indices 
and ROI of affiliated firms. 

There is a significant relation between holding indices 
and ROI of affiliated firms. 

Second There is no significant relation between holding indices 

and ROA of affiliated firms. 

There is a significant relation between holding indices 

and ROA of affiliated firms. 

Third There is no significant relation between holding indices 
and ROE of affiliated firms. 

There is a significant relation between holding indices 
and ROE of affiliated firms. 

 

Study variables and variables measurement method: 

 To investigate the relationship between mechanisms of financial and operational policies on holding 

profitability and its effect on return of affiliated firms, regression model is used. The existing variable in 

regression model is as: 

 
Table 2: Variables of study. 

Variable type Variable name Explanations 

Dependent Return and performance 

of affiliated firms 

 

One of the important criteria of firm evaluation of firms is Q Tobin 

ratio. Q Tobin ratio is obtained by dividing stock market value of 

any type and long-term liabilities with book value of short-term 

liabilities by the value of replacing the firm assets. 

Independent variable 
 

ROI Net profit

Income
= 𝑅𝑂𝐼 

ROA Net profit

Total assets
= 𝑅𝑂𝐴 

ROE Net profit

Equity 
= 𝑅𝑂𝐸 

 

Study model: 

 Regression model in the study is as follows: 

 
 As study variables are interval and the study method is correlation, to perform statistical tests,  

 Kolmogorov Durbin-Watson test to investigate the lack of auto-correlation between errors or independence 

of errors in regression 

 Multi-variate regression and distribution diagram and line quality with less criteria error compared to other 

statistical methods are used. 

 

Data analysis: 

 The information of firms is analyzed during 2008-2012 to investigate the relationship between variables to 

test the hypotheses. The collected data are computed by Excel software and analyzed by SPSS 18 and Eviews 6. 

The study hypotheses test is done by F, t tests and coefficient of determination. By descriptive statistics, central 

measures including mean, median and dispersion indices of standard deviation of skewness and kurtosis are 

calculated (Table 3). Later, the normality test of dependent variable is investigated. This test is performed by 

Kolmogorov -Smirnov test (Table 4). Panel analysis is used for models analysis. In these models, the existence or 

lack of effects and fixed or random effects are investigated and finally the best model is estimated. The 

assumptions of these models as normality of dependent variable (Figure 1) are used and the lack of auto-

correlation linear relation, variance equality and lack of co-linearity between the independent variables and tests 

and suitable charts are investigated. In case of negation of each of assumptions, a suitable solution is used to 

eliminate the problem. 

 

 
Fig. 1: Normality of dependent variable distribution. 
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Table 3: Descriptive statistics of study variables. 

Variables Observations Mean Median SD Skewness Kurtosis Min Max 

Q 265 1/84 1/51 0/98 1/42 1/85 0/40 5/19 

LnQ 265 0/49 0/41 0/48 0/42 -0/49 -0/45 1/65 

ROI 265 20/02 16/54 22/48 0/35 4/87 -91/87 103/52 

ROA 265 14/59 12/77 13/12 0/72 0/87 -20/11 63/13 

ROE 265 35/28 37/34 24/23 -0/40 0/14 -38/55 92/28 

 
Table 4: Kolmogorov-Smirnov test to investigate the normality of study dependent variable k-s 

Variable Year N Normal parameters Highest difference Z value of 

Kolmogrov-

Smirnov 

Probability 

value Mean SD Absolute 

value 

Positive Negative 

Q 1387 53 1/57 0/86 0/25 0/25 -0/15 1/85 0/002 

1388 53 1/68 0/86 0/16 0/16 -0/14 1/15 0/141 

1389 53 1/64 0/84 0/19 0/19 -0/15 1/36 0/049 

1390 53 1/74 0/85 0/20 0/20 -0/13 1/43 0/034 

1391 53 2/57 1/14 0/13 0/13 -0/07 1/94 0/001 

LnQ 1387 53 0/35 0/44 0/16 0/16 -0/09 1/18 0/124 

1388 53 0/41 0/45 0/09 0/09 -0/07 0/68 0/749 

1389 53 0/39 0/43 0/14 0/14 -0/08 1/03 0/235 

1390 53 0/45 0/44 0/16 0/16 -0/09 1/15 0/143 

1391 53 0/85 0/47 0/10 0/05 -0/10 0/73 0/660 

 

 In panel analysis, the data are collected as cross section-time series and the collected data are for various 

sections (firms) over time. The data collected by this method, independence of observations is not kept as of each 

company in various years, some observations are repeated and they are dependent (as they belong to a firm). 

Panel analysis is used to analyze the data. 

 The process of selecting a good model 

 The process of selecting a good model is as: 

 First step: The existence of effects is tested against the model without effects (Limer or Chow test) 

 In this stage of test, the assumption is as: 

 
 If the probability value for test is less than 0.05, H0 is rejected at confidence interval 95% and it means that 

the model with fixed or random effects is suitable, otherwise H0 is not rejected at confidence interval 95% and it 

means that the integrated model is suitable. 

 Second stage: The model with random effects is tested against the model with fixed effects (Hausman test) 

 If the applied model is the model with effects, the next question is that whether the model with fixed effects 

is suitable or the model with random effects? To respond this question, the model with random effects is tested 

against the model with fixed effects by Housman test. 

H0 and H1 are as follows in this test: 

 
 If the probability value for above test is less than 0.05, H0 is rejected at confidence interval 95%, it means 

that the model with fixed effects is suitable, otherwise H0 at confidence interval 95% is not rejected, it means that 

the model with random effects is suitable and chow test probability values in all models are less than 0.05. Thus, 

the above models have separate effects for firms. Housman test is used to determine random or fixed nature of the 

effects. The probability values for Housman test for third and general model are less than 0.05 and the applied 

models have fixed effects for firms. In two first and second models, Chow test probability value is higher than 

0.05 and the model without effects are suitable for these models. These models are used to investigate the 

hypotheses. 

 
Table 5: Selecting a suitable model. 

Models Chow or Limer test Hausman test Result 

Effects 

test 

Valu

e 

Degree of 

freedom 

Probability 

value 

Chi-square 

value 

Degree of 

freedom 

Probability 

value 

General 
model 

F value 3/45 (52,209) 0/0001 8/22 3 0/042 Model with fixed 
effects Chi-

square 

164/

10 

52 0/0001 

Model 1 F value 4/45 (52,211) 0/0001 0/53 1 0/468 Model with random 

effects Chi- 196/ 52 0/0001 





:

:

1

0

H

H





:

:

1

0

H

H

Integrated model is suitable 

The model has suitable effects 

 

The model with random effects is suitable  

The model with fixed effects is suitable  
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square 15 

Model 2 F value 3/94 (52,211) 0/0001 0/91 1 0/341 Model with random 

effects Chi-
square 

179/
93 

52 0/0001 

Model 3 F value 2/89 (52,211) 0/0001 6/29 1 0/012 Model with fixed 

effects Chi-

square 

142/

69 

52 0/0001 

 

The hypotheses test and calculation of model coefficients: 

 To investigate and estimate the general model, Panel analysis is used. This method is used due to the type of 

data nature as in panel analysis; the data are collected as cross section-time series. In the data collected by this 

method, the observations indolence is not kept as of each company in various years, some observations exist as 

dependent to each other. In other words, in this analysis, the number of data is the number of firms multiplied by 

the number of years. 

 
Table 6: The models of study hypotheses. 

Hypothesis Hypothesis model Parameters 

C ROI ROA ROE 

Main hypothesis 
 

0/194 0/003 0/021 0/006 

First hypothesis 

 

0/345 0/007   

Second hypothesis 

 

0/195  0/020  

Third hypothesis 

 

0/188   0/009 

 
Table 7: Estimation of first hypothesis coefficients. 

Parameters Coefficients value T value Probability value Result 

C 0/345 6/548 0/0001 Significant and positive 

ROI 0/007 5/586 0/0001 Significant and positive 

F value 31/26 F probability 0/0001 

Coefficient of determination 0/106 Durbin-Watson 1/946 

 
Table 8: Estimation of main hypothesis coefficients. 

Parameters Coefficients value T value Probability value Result 

C 0/194 4/539 0/0001 Significant and positive 

ROI 0/003 2/359 0/019 Significant and positive 

ROA 0/021 6/227 0/000 Significant and positive 

ROE 0/006 4/002 0/0001 Significant and positive 

F value 7/977 F probability 0/0001 

Coefficient of determination 0/677 Durbin-Watson 1/966 

 

Table 9: Estimation of second hypothesis. 

Parameters Coefficients value T value Probability value Result 

C 0/195 4/288 0/0001 Significant and positive 

ROA 0/020 11/484 0/0001 Significant and positive 

F value 131/937 F probability 0/0008 

Coefficient of determination 0/334 Durbin-Watson 1/875 

 

Table 10: Estimatino of third hypothesis. 

Parameters Coefficients value T value Probability value Result 

C 0/188 4/077 0/0001 Significant and positive 

ROE 0/009 7/345 0/0001 Significant and positive 

F value 6/257 F probability 0/0001 

Coefficient of determination 0/611 Durbin-Watson 1/879 

 

 In the above tables, the model with random effects is estimated. Significance probability F value in all 

hypotheses is less than 0.05 and H0 at confidence interval 95% is rejected, it means that at confidence interval 

95%, there is significance relation. The coefficient of determination is 67%, 11%, 33 and 61%, it means that the 

limit of above percentages is defined by the changes of dependent variable by other independent variables. 

Durbin-Watson statistics is estimated and it is above 2 in all hypotheses and it has high validity. The estimation 

and significance test for independent variables are shown in the above Tables. T statistics value for various 

estimation parameters in confidence interval 95% is in H0 rejection and the estimated parameters are significant. 

 

Conclusion: 

 First hypothesis: There is a significant relation between holding indices and ROI in affiliated firms. 
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 Significance probability F is 0.0001 and this is less than 0.05 and H0 is rejected at confidence interval 95%, 

it means that at confidence interval 95%, there is significance. The coefficient of determination is 0.11, it means 

that about 11% of dependent variable changes are expressed by ROI independent variable. Durbin-Watson 

statistics value is 1.65 and as t statistics for ROI is 5.59 (significance and positive), H0, the lack of relationship 

between two variables is rejected and H1 is supported and it shows that there is a positive and significant relation 

between holding indices and earnings to sale indices in affiliated firms.  

 Net profit to sale ratio shows that holding policies regarding basis of this indices shows that by synergy for 

sale of each goods, how much benefit is given to the company. 

 Second hypothesis: Holding indices and ROA had significant relationship in affiliated firms. 

 In the above hypothesis test, we can determine the relationship between quantitative variable of holding 

indices and quantitative variables of ROA in the affiliated firms. Like the first sub test, Significance probability F 

is 0.0001 and this is less than 0.05 and H0 is rejected at confidence interval 95, it means that at confidence 

interval 95%, there is significance. The coefficient of determination is 0.33, it means that about 33% of dependent 

variable changes are expressed by ROA independent variable. Durbin-Watson statistics value is 1.85 and as t 

statistics for ROA is 11.48 (significance and positive), H0, the lack of relationship between two variables is 

rejected and H1 is supported and findings show that there is a positive and significant relation between holding 

indices and ROA indices. The ratio of ROA shows that the higher this ratio, it shows optimal use of firm assets. 

 Third hypothesis: There is a significant relation between holding indices of ROE in affiliated firms. 

 Significance probability F is 0.0001 and this is less than 0.05 and H0 is rejected at confidence interval, it 

means that at confidence interval 95%, there is significance. The coefficient of determination is 0.61, it means 

that about 61% of dependent variable changes are expressed by ROE independent variable. Durbin-Watson 

statistics value is 1.88 and as t statistics for ROE is 7.34 (significance and positive), H0, the lack of relationship 

between two variables is rejected and H0 is supported and it shows that there is a positive and significant relation 

between holding indices and return of affiliated firms. The positive above relation shows the positive effect of 

holding indices as holding firm on ROE of affiliated firms. 

 The ratio of equity shows the amount of using ownership capital in profitability of firm. 
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