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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.

Alhas wbe o b Sl eole ke b

-0.610  -0.053  -0.0001 0.132 -0.097 INVEE
40.780  10.170 6.735 2.340 16.685 ESG
14.88 12.77 10.85 1.149 13.89 SIZE
7.539 1.288 0.084 1.337 2.479 MBV
0.832  0.467 0.089 0.168 0.624 LEV
0422  0.108  -0.137 0.133 0.152 ROA

AT 5 23105 65l (5] sl Syl S 5 OQ/Y%GJﬁ:‘}aQLiJ@L”J s e LS 1 OS5 (oo (51 ml e sl 3 Y J g

i ol (6l S5l glls el sl

PR PRS- - ISV PR U5 FEE PR I PYR
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.
INVEE;,; = B¢ + B1ESG;; + B5SIZE;; + B¢ MBV;, + B,LEV;; + BgROA;, + €
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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;; + B,IA;¢ + B3INVEE X IA;; + +B5SIZE;; + B¢ MBV;; + B;LEV;; + BgROA;; + €
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