Journal of Capital Market Analysis

Volume5 Issue 3 Online ISSN: 2783-3488

Page: 112-140 httis://"cma.aliabad.iau.ir

Environmental, Social, and Governance (ESG) Disclosure on
Firm Value and Performance and the Role of CEO power:
Compare Iran and Iraq

Saleh Mahdi Abd Ali Ahmed
Department of Accounting, Isf. C., Islamic Azad University, Isfahan, Iran.
Saied Ali Ahmadi (Corresponding Author)
Department of Accounting, Isf. C., Islamic Azad University, Isfahan, Iran.
saeidaliahmadi@iau.ac.ir
Faez Abdulhasan Jasim
Department Business of Administration, college of Administration and Economics,
University of Misan, Amarah, 62001, Misan, Iraq.
Afsaneh Soroushyar
Department of Accounting, Isf. C., Islamic Azad University, Isfahan, Iran.

Article Info Extended Abstract

Article type: Introduction

Research Article Over the past decade, increasing attention to sustainability issues and
gualitative disclosure has led to a boom in corporate disclosure of

Article history: environmental, social and governance practices. According to the

Received: 22 Mar Sustainability Stock Exchange, all large companies are expected to report

2025 on their environmental, social and governance practices by 2030 at the

Accepted: 07 Jul latest. Evidence also shows that the capital market is increasingly interested

2025 in the transparency of financial performance and disclosure of

environmental, social and governance information. The disclosure of
guantitative and qualitative information has attracted the attention of capital

EKne\mﬁgwde?{tal, mar_ket policymakefs. The aim of this study is to in\_/estigate the effect of

Social and environmental, social and governance (ESG) reporting on the value a_tnd

Gover;wance (ESG) performance of the company, considering the role of the CEO in the capital

Disclosure, Firm mgrk_ets of Iran_ and Irag.

Value, Firm Litriture review and background

Performance. Research on the impact of corporate disclosure of environmental, social and
governance information can be divided into two main streams. The first

JEL Classification: stream shows the ppsitive impact qf information disclosu_re on _the financial

M40, M41, M49. success of companies. These studies argue that companies with favorable

information disclosure also perform successfully in the market due to
management ability because stakeholders such as investors, consumers, and
employees reward their “good management”. According to stakeholder
theory, mutual trust and cooperation between the company and stakeholders



mailto:saeidaliahmadi@iau.ac.ir

Journal of Capital Market Analysis

Volume5 Issue 3 Online ISSN: 2783-3488

Page: 112-140 https://jcma.aliabad.iau.ir

IP‘;;‘: &,

can reduce monitoring costs and prevent managers from opportunistic
behaviors and guide them to long-term strategies. In contrast, the second
stream proposes the negative impact of environmental, social, and
governance information disclosure on financial performance. This approach
states that managers may, by ignoring opportunity costs, direct company
resources to activities that are not financially profitable for the company,
and as a result, financial performance is weakened.

In general, companies that have higher environmental, social and
governance disclosures and provide relevant information to stakeholders
achieve higher market value than companies that do not. Environmental,
social and governance disclosures can help companies increase their social
legitimacy and gain stakeholder trust and satisfaction. This can lead to
reduced agency costs, increased positive marketing, increased customer and
employee loyalty, and an increased ability to attract investors and partners.
According to the Upper Echelons Theory, the performance of an
organization is a reflection of the demographic, behavioral, and personality
characteristics of its top managers. Accordingly, the decisions and actions
of managers are influenced by their demographic and personality
characteristics. Therefore, the individual and psychological characteristics
of managers, along with organizational characteristics and environmental
variables, play a fundamental role in managers' decision-making. The power
of the CEO can affect the disclosure of environmental, social and
governance information and the value and performance of the company. On
the other hand, it was also stated that there can be a relationship between the
disclosure of environmental, social and governance information and the
value and performance of the company. It can be stated that the CEO has an
impact on the relationship between reporting (environmental, social and
governance disclosure) and the value of the company.

Methodology

To achieve the research objective and using the systematic elimination
method, the financial information of 35 companies listed on the Iragi Stock
Exchange in the period from the beginning of 2015 to the end of 2023 and
the financial information of 163 companies listed on the Tehran Stock
Exchange in the period from the beginning of 2015 to the end of 2024 were
selected as the research sample. This study is applied in terms of purpose
and descriptive-correlational in terms of research method. Also, the research
hypotheses were tested through multivariate regression and pool data.
Results

The findings show that the disclosure of ESG information in the capital
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markets of Iran and Iraq has a positive and significant effect on the firm
value. Also, the research findings indicate that the disclosure of ESG
information has a positive and significant effect on the financial
performance of companies in the capital markets of Iran and Irag. Finally,
the research findings indicate that CEO power has increased the positive
impact of ESG information disclosure on the financial performance and
firm value in the Iranian and Iraqi capital markets.

Conclusion

This study examines the impact of environmental, social, and governance
reporting on the value and performance of the company, considering the
role of CEO power in the business environment of Iran and Irag. In order to
explain the subject, it has used stakeholder, resource-based, agency, and
information asymmetry theories. Based on the results of the study, it can
provide practical and scientific suggestions in the following. The results of
this study are scientifically in line with the confirmation of the stakeholder
theory and the senior hierarchy theory and indicate that the dimensions of
environmental, social, and governance reporting have provided better
benefits to stakeholders in the capital market of Iran and Irag. Also, the
results of this study have been able to expand the literature on
environmental, social, and governance information disclosure, while also
considering the role of CEO characteristics. Accordingly, investors in the
capital market of Iran and Irag are advised to consider qualitative
(environmental, social, and governance reporting score) and quantitative
information simultaneously when investing. Also, investors are advised to
choose companies for investment in which the CEO has greater power.
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