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The Impact of Sustainability Performance on Investment Efficiency with the
Moderating Role of Marketization and Financial Market Development

Samaneh Eftekhari', Roya Darabi™

Abstract

Objective: The aim of this research is to examine the impact of sustainability
performance on investment efficiency with the moderating roles of marketization and
financial market development. Thus, this study seeks to investigate not only the direct
effect of sustainability performance on investment efficiency but also the impact of the
institutional environment on this relationship.

Method: This research employs a multivariate regression analysis approach. The
screened statistical population includes Y 1+ firms listed on the Tehran Stock Exchange
from Y+«)'e to Y«Yi¢  totaling )>1++ observations (year-firm). The necessary
information for the firms was collected from audited financial statements and annual
performance reports available on the Codal website. Econometric techniques and the
Eviews software were used to test the hypotheses.

Findings: The findings indicate that sustainability performance has a positive and
significant 1impact on the investment efficiency of firms. Additionally, it was
determined that the characteristics of Iran’s institutional environment, specifically the
level of marketization and financial market development, strengthen this positive
impact.

Conclusion: Based on the findings, it can be concluded that improving sustainability
performance enhances the effective allocation of resources for investment, supporting
stakeholder theory. Furthermore, in line with institutional theory, it can be understood
that the development of market mechanisms and financial infrastructures in Iran acts
as a facilitating context, significantly increasing the effectiveness of sustainability
strategies in enhancing investment efficiency, which underscores the need for
policymakers to focus on the development of financial markets.

Keywords: Sustainability Performance, Investment Efficiency, Marketization,
Financial Market Development.
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