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Abstract

Purpose: In recent years, Environmental, Social, and Governance (ESG) considerations have emerged as key criteria in
investment decision-making across various industries. Given the shift in evaluating corporate performance beyond
traditional financial metrics, the present study aims to examine the relationship between ESG petformance and
investment efficiency, with a focus on the moderating role of business strategy and information asymmetry.

Methodology: This research is applied in nature, employing a correlational and ex-post facto design. Using purposive
sampling and specific selection criteria, 130 firms were selected for the period 2019-2024 (1398-1403 in the Iranian
calendar). To test the hypotheses, panel data analysis was utilized, allowing the assessment of the effects of ESG
performance and business strategy on investment efficiency.

Findings: The results indicate a positive and significant relationship between ESG performance and investment
efficiency. Firms with stronger ESG practices tend to undertake projects with positive net present value and avoid
projects with negative net present value. Moreover, business strategy moderates this relationship, as firms with defensive
strategies exhibit higher investment efficiency due to their greater attention to sustainability reporting practices.

Originality/Value: The scientific contribution of this study lies in the simultaneous examination of ESG, investment
efficiency, and the moderating role of business strategy. While previous studies typically investigated these variables
separately, this research provides a comprehensive framework that can serve as a practical guide for managers and
investors in improving investment decision-making.
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Table 2- Descriptive statistics of research variables.
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Table 3- Frequency distribution of the business strategy variable.
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Table 4- Results of the F-limer test (same width from the origin of the sections).
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Table 5- Results of the Hausman test (choosing between fixed and random effects).
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Table 6- The impact of environmental, social and governance performance on investment efficiency.
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Table 7- The impact of business strategy on the relationship between environmental, social and
governance performance on investment efficiency.
INVEE = B¢ + B1ESG;; + B2IA;¢ + BsINVEE X IA; + +BsSIZE;; + B¢ MBV;; + B,LEV;; + BgROA;; + &

SIS ko yw (21 sy it

VIF s t o0t 3 bl ol po b o
Gild S s ol 3o o po

- 0.869 -0.165 0.520 -0.086 C
1.032 0.000 5.725 0.135 0.773 ESG; ¢
0.010 0.000 -3.754 0.032 -0.122 BS; ¢
1.067 0.012 -2.555 0.180 -0.460 ESG X BS; ¢
1.047 0.127 -1.527 0.035 -0.053 SIZE;
1.496 0.015 -2.446 0.048 -0.118 MBV
1.575 0.000 4.449 0.098 0.436 LEV;
2.140 0.001 -3.195 0.189 -0.604 ROA; ¢
0.338 ond s R?
1.716 st.'ilj 29
12.048 o,WTF
0.000 F o LT Jlaz>!

G oS Az -0

db}‘ oo 0 °J"‘:‘w}.’.“\i C,SJ.; \Y BB L;)\KQLGJM &\)ij &L:ASB-} JL«:?-\ “-;E—:’L‘&:A.«-«i) >J.§l.¢;}:3b sy axJUae U'i‘
38 0ee b g 3550 55 Sred) )l Gty gl dasly opl 1 655 S5l S0 5K et 4 S0 031 e 0,65 ol
s e bl Hyeh Jl 3 Bl G ane ) 53 SIS s S 5 (6l Sl (eST 5 plei ] (Jaans )

i 5L Ty (6 e 5185l LS 15 LS SV LrpeSTo s oelorim] o amenn 5 5,5k U a5 oS das e ol iy
el JalS ]y Ot Wlg o Sl g lal ( Jamealnny (658 (lrosd das oo 9L aS 5l Calas A3 Olidss b ol
Sladoy ) dies (lamealnss (558 Slaogd Shls & 2S5 (ol sbay 5 s JloSles a4 ot 5 das Ll 0S8
35000 35 QLSS 5VL (S0, 5 oo, 51 s (558 elerl (slaay s, a5 plapl i oo Dliin] Jaseal s Sl 5 5l

s s plabl Gl wilie o samad 5 S50 S e Sl oSt faSb syl by plals)s



vor § S g (Eloi! ( Lusmocun § O Shos o BLS ) / clores, Y4y
I
D 5 (eSSl olan) (e 5 Slas (o S alasly ool (55 (351l 8 s po LS (e andllas ol (J- Il
38 0es 383 L) QLS w)ls 52y Sledbl 4 plab s 5 Sl pae S A S s s |y g Sl
el das oo Sl s gatind Jlai imen el (6 las sl 555 558 (618G ails s atgl janass 5 lg
bd)‘ﬁ@bﬂ@@ﬁﬁ@ﬂﬁl}jgu}‘ ‘;;E:"‘w“),:jdu°j:&6|)b‘)3}>@)>4‘w\u§“’L“C’SJ:“AS
S o fodzy

Fedlanag Gyl b anslie 5o 230 slalanl 5 VL b s b O seb s Ll 51 (6ol 3L <0l Jlolgs Gl oo
&Jtyywl@@g&@u&%@m);;@@g,%a)w S @l S s lidl Dbl asle Jalse 358 o jaseine
wa‘d)wf”&"“@‘u;“ ‘.xs)bd«\)p MIJ@SB)JL‘.::»\ cu.‘a.«.zﬁg:»‘v.e) >j§l.¢.°45&u(;5ﬁé> c4.>.=:5)> "\"'SJA

MLJ OKTLS)\.G‘QLAJMI d’blS‘\.\:ﬁ) B J)>- éu&w LSL.’.‘JA )‘ JJ’LS))L‘U cj.s‘)ﬁ

S GBCS S Sl JE5l )ls AST SleMbl 535 HLisl 5 Sl Cowal oS ()l Ol b asllas ol ) ol o 0 ]
W Sl 5 planml a5 Slas 03l gLl Gl (65 Carbae AuS 0 3Ll 1) Olas Cel;— PR slaosd
St b oot GEB ol ol i o Gl NS ale o abIS 5 a3 e (EAIS Ly SLeSbI ) pis e o s LIS e
3 gle el )l pde dns e 0Lt bl 5> Codlid 5 S, GLadl 3V (slas il sl s 35U (slaslg s oISl
Srpeands 5 Cuw 2l (IS 4 2mte 4 35500 OIS b eSSl 5 slarx) (e 5 Sles 355 L))
S 385 GLaE DL s 4 oMbl 0,8 pds oS ol 0l Sloler Bl uosr aie) p3 0505 4 ol cnl 258 oo g b (SIS Lo s
2S5 plaiml (el ) 3 Slae Cote 30 Gl Sl a ol Sl Lo e oSl 55)5L (550 Codlal (ilises sk
oS &S gl i Syl sl sl b 3l Olsn 1y ol Sl (§ 59 e DB 58 oo £ 3050 & (1D (SNl S
R 5 Wbty [ Clis 5351 b 55 OS85 sl Cawsy S o I ) (Sl 5 elerl ¢ aomalony Olis 5 pal

5,8 S 55 (6108 wle pur LIS (olwangs 5 oST IS ke jor ol (51 S 5 slai ( Jaealn ) Lal 53 1y Laoseds

B Sl 51 35 5 Sl 5 platl s 3, Shas G OIS 5 ale (3 S (Shaossd 301 L il ol ple
5 il ey a5 33 S8 3] gliabl sl aSle Slaopmly 5 65 LI G S 6l el ol s
35 S 35505 S5l (5 S s SIS 53 raS 5 ozl amntoy s Slam e sl (555 2 b ke ol S
b ks s el S ) pde Al e lads SIS ol plosil L S Kialon (5l BAsl L | 08,5 Slles 5o b ol

opd SOl b s 58T OISkl s o 5 Sl 2hiy DS @ pmie Solgd 55 5 Ay 30 ) S0 Dl 5 dias JialS
(1098 9 s

S e SIS g ol 5 QBASES e (65 Ke e il odiy 5

b @b

Dl ol ool 33 4y SRS ()5 oS (]

&8l b )l

SIS g ragh pl 55 oAbl ol éﬁ@



Yag

(\f'f) LYGJLQ.:““ )92

YAY-Y40:umin dou 9 (Flo Sy g 99 (58 !y Oladllne

(1]

[1]
[12]
[13]
[14]
[15]

[16]

[17]
(18]

[19]

[20]
[21]

[22]

[23]
[24]
[25]
[26]
[27]

(28]

&Llw

Jo, H., & Harjoto, M. A. (2011). Corporate governance and firm value: The impact of corporate social responsibility. Journal
of business ethics, 103(3), 351-383. https://doi.org/10.1007/s10551-011-0869-y%0A%0A

Cheng, B., Ioannou, I., & Serafeim, G. (2014). Corporate social responsibility and access to finance. Strategic management
Journal, 35(1), 1-23. https://doi.org/10.1002/smj.2131

Modigliani, F., & Miller, M. H. (1958). The cost of capital, corporation finance and the theory of investment. The american
economic review, 48(3), 261-297. https://www jstor.org/stable/1809766%0A

Hayashi, F. (1982). Tobin’s marginal q and average q: A neoclassical interpretation. Econometrica: journal of the
econometric society, 50(1), 213-224. https://doi.org/10.2307/1912538

Friedman, M. (1970). A theoretical framework for monetary analysis. Journal of political economy, 78(2), 193-238.
https://doi.org/10.1086/259623

Preston, L. E., & O’bannon, D. P. (1997). The corporate social-financial performance relationship: A typology and analysis.
Business & society, 36(4), 419-429. https://doi.org/10.1177/000765039703600406

Benabou, R., & Tirole, J. (2010). Individual and corporate social responsibility. Economica, 77(305), 1-19.
https://doi.org/10.1111/j.1468-0335.2009.00843.x

Cornell, B., & Shapiro, A. C. (1987). Corporate stakeholders and corporate finance. Financial management, 16(1), 5-14.
https://doi.org/10.2307/3665543

Lambert, R., Leuz, C., & Verrecchia, R. E. (2007). Accounting information, disclosure, and the cost of capital. Journal of
accounting research, 45(2), 385—420. https://doi.org/10.1111/j.1475-679X.2007.00238.x

Dhaliwal, D. S., Li, O. Z., Tsang, A., & Yang, Y. G. (2011). Voluntary nonfinancial disclosure and the cost of equity
capital: The initiation of corporate social responsibility reporting. Accounting review, 86(1), 59—100.
https://doi.org/10.2308/accr.00000005

Sharfman, M. P., & Fernando, C. S. (2008). Environmental risk management and the cost of capital. Strategic management
Journal, 29(6), 569—592. https://doi.org/10.1002/smj.678

Stein, J. C. (2003). Agency, information and corporate investment. Handbook of the economics of finance, 1, 111-165.
https://doi.org/10.1016/S1574-0102(03)01006-9

El Ghoul, S., Guedhami, O., Kim, H., & Park, K. (2018). Corporate environmental responsibility and the cost of capital:
International evidence. Journal of business ethics, 149(2), 335-361. https://doi.org/10.1007/s10551-015-3005-6%0A%0A

Benlemlih, M., & Bitar, M. (2018). Corporate social responsibility and investment efficiency. Journal of business ethics,
148(3), 647-671. https://doi.org/10.1007/s10551-016-3020-2%0A%0A

Jensen, M. C. (2002). Value maximization, stakeholder theory, and the corporate objective function. Business ethics
quarterly, 12(2),235-256. https://doi.org/10.2307/3857812

Zamir, F., Shailer, G., & Saeed, A. (2022). Do corporate social responsibility disclosures influence investment efficiency in
the emerging markets of Asia? International journal of managerial finance, 18(1), 28—48. https://doi.org/10.1108/1IJMF-02-
2020-0084

Calton, J. M., & Payne, S. L. (2003). Coping with paradox: Multistakeholder learning dialogue as a pluralist sensemaking
process for addressing messy problems. Business & society, 42(1), 7-42. https://doi.org/10.1177/0007650302250505
Jensen, M. C. (1986). Agency costs of free cash flow, corporate finance, and takeovers. The American economic review,
76(2), 323-329. https://www.jstor.org/stable/1818789%0A

Cook, K. A., Romi, A. M., Sanchez, D., & Sanchez, J. M. (2019). The influence of corporate social responsibility on

investment efficiency and innovation. Journal of business finance & accounting, 46(3—4), 494-537.
https://doi.org/10.1111/jbfa.12360

Attig, N., Cleary, S. W., El Ghoul, S., & Guedhami, O. (2014). Corporate legitimacy and investment--cash flow sensitivity.
Journal of business ethics, 121(2), 297-314. https://doi.org/10.1007/s10551-013-1693-3

Eccles, R. G., Ioannou, 1., & Serafeim, G. (2014). The impact of corporate sustainability on organizational processes and
performance. Management science, 60(11), 2835-2857. https://doi.org/10.1287/mnsc.2014.1984

Al-Hiyari, A., Ismail, A. 1., Kolsi, M. C., & Kehinde, O. H. (2023). Environmental, social and governance performance
(ESG) and firm investment efficiency in emerging markets: the interaction effect of board cultural diversity. Corporate
governance: the international journal of business in society, 23(3), 650—673. https://doi.org/10.1108/CG-03-2022-0133

Samet, M., & Jarboui, A. (2017). Corporate social responsibility and payout decisions. Managerial finance, 43(9), 982-998.
https://doi.org/10.1108/MF-01-2017-0020

Abel, A. B. (1983). Optimal investment under uncertainty. American economic review, 73(1), 228-233.

http://www jstor.org/stable/1803942

Hubbard, R. G. (1998). Capital-market imperfections and investment. Journal of economic literature, 36(1), 193-225.
https://www.nber.org/papers/w5996

Bertrand, M., & Mullainathan, S. (2003). Enjoying the quiet life? Corporate governance and managerial preferences. Journal
of political economy, 111(5), 1043—1075. https://doi.org/10.1086/376950

Cutillas Gomariz, M. F., & Sanchez Ballesta, J. P. (2014). Financial reporting quality, debt maturity and investment
efficiency. Journal of banking and finance, 40(1), 494-506. https://doi.org/10.1016/j.jbankfin.2013.07.013

Biddle, G. C., Hilary, G., & Verdi, R. S. (2009). How does financial reporting quality relate to investment efficiency? Journal
of accounting and economics, 48(2-3), 112—131. https://doi.org/10.1016/j.jacceco.2009.09.001




o 8 S 5 oS! (tamocuns s 8 Sk (3 BN [ samn,s | TIO
|

[29] Myers, S. C., & Majluf, N. S. (1984). Corporate financing and investment decisions when firms have information that
investors do not have. Journal of financial economics, 13(2), 187-221. https://doi.org/10.1016/0304-405X(84)90023-0

[30] Myers, S. C. (1984). The capital structure puzzle. The journal of finance, 39(3), 574-592. https://doi.org/10.1111/j.1540-
6261.1984.tb03646.x

[31] Jensen, M. C., & Meckling, W. H. (2005). Theory of the firm: Managerial behavior, agency costs and ownership structure.
In SSRN electronic journal (pp. 77-132). Gower. https://doi.org/10.2139/ssrn.94043

[32] Hope, O. K., & Thomas, W. B. (2008). Managerial empire building and firm disclosure. Journal of accounting research,
46(3), 591-626. https://doi.org/10.1111/j.1475-679X.2008.00289.x

[33] Biddle, G. C., & Hilary, G. (2006). Accounting quality and firm-level capital investment. Accounting review, 81(5), 963—
982. https://doi.org/10.2308/accr.2006.81.5.963

[34] Hu, W., Sun,J., Lin, Y. E., & Hu, J. (2023). ESG and investment efficiency: The role of marketing capability. Sustainability
(Switzerland), 15(24), 16676. https://doi.org/10.3390/sul152416676

[35] Fu, T., & Li, J. (2023). An empirical analysis of the impact of ESG on financial performance: the moderating role of digital
transformation. Frontiers in environmental science, 11, 1256052. https://doi.org/10.3389/fenvs.2023.1256052

[36] Iazzolino, G., Bruni, M. E., Veltri, S., Morea, D., & Baldissarro, G. (2023). The impact of ESG factors on financial
efficiency: An empirical analysis for the selection of sustainable firm portfolios. Corporate social responsibility and
environmental management, 30(4), 1917-1927. https://doi.org/10.1002/csr.2463

[37] Rezaei, Z., Tamoradi, A., & Sepehri, E. (2023). The relationship between disclosure of environmental information and
research and development costs, emphasizing the moderating role of political communication. Accounting and auditing
studies, 12(47), 91-112. (In Persian). https://www.iaaaas.com/article 184726 en.html?lang=en

[38] Tahriri, A., & Afsay, A. (2021). The impact of environmental, social and governance disclosure on auditor effort and audit
quality. Journal of accounting knowledge, 12(3), 69-88. (In Persian). https://jak.uk.ac.ir/article 2910.html?lang=en

[39] Ashraf Talesh, S. H., Farsad Amanollahi, G., Keyghobadi, A. R., & Lashgari, Z. (2021). The impact of environmental
performance and social responsibility on market value: The mediating role of company life. Financial accounting
knowledge, 8(3), 229-267. (In Persian). https://doi.org/10.30479/jfak.2021.14722.2806

[40] Akhgar, M. O., Amini, P., & Moradi, A. (2021). The effect of environmental performance on stock price crash risk with an
emphasis on political connections in Tehran Stock Exchange (TSE). Financial accounting research, 13(2), 101-120. (In
Persian). https://doi.org/10.22108/far.2021.128585.1754

[41] Sajadi, S. H., & Bonabi Ghadim, R. (2014). Sustainable performance management systems and indicators. Journal of
accounting and social interests, 4(4), 69-82. (In Persian). https://doi.org/10.22051/ijar.2015.2010

[42] Barzegar, G., & Ghavvasi Kenari, M. (2016). Disclosure level of social responsibility and dividend policy in companies
listed in Tehran Stock Exchange. Journal of accounting knowledge, 7(24), 155-180. (In Persian).
https://doi.org/10.22103/jak.2016.1438

[43] Taghizadeh Khanqah, V., Badavar Nahandi, Y., Mottagi, A., & Taghizadeh, H. (2019). Presentation of Firm’s Investment
Efficiency Measurement Model inTehran Stock Exchange. Financial research journal, 21(2), 237-264. (In Persian).
https://doi.org/10.22059/11j.2019.273838.1006806

[44] Richardson, S. (2006). Over-investment of free cash flow. Review of accounting studies, 11(2), 159-189.
https://doi.org/10.1007/s11142-006-9012-1%0A%0A

[45] Chen, R., El Ghoul, S., Guedhami, O., & Wang, H. (2017). Do state and foreign ownership affect investment efficiency?
Evidence from privatizations. Journal of corporate finance, 42, 408—421. https://doi.org/10.1016/j.jcorpfin.2014.09.001

[46] Ittner, C. D., & Larcker, D. F. (1997). Product development cycle time and organizational performance. Journal of marketing
research, 34(1), 13-23. https://doi.org/10.1177/002224379703400102



