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Abstract

Corporate governance is defined as a key element when companies' performance is growing,
leading to increased investor confidence. On the other hand, corporate sustainability refers
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to an organization's ability to persistently continue its operations and their impacts on
environmental, social, and human capital. Such companies enhance their performance and
activities over time by managing economic, social, and environmental dimensions.
Therefore, the present study investigates the relationship between corporate governance
mechanisms and corporate sustainability performance. For this purpose, financial data from
63 companies listed on the Tehran Stock Exchange from 2015 to 2021 were used. In this
research, multivariate regression was employed, and corporate sustainability performance
data were collected using content analysis based on board reports. Within the framework of
separate hypotheses, the effect of each corporate governance indicator on corporate
sustainability performance was measured. The results indicate a relationship between
institutional ownership and corporate sustainability performance. Additionally, the findings
show a relationship between audit quality and corporate sustainability performance. Finally,
the results demonstrate a relationship between the expertise of the audit committee and
corporate performance.
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Extended Abstract

Introduction

transparency, accountability, and ethical decision-
making.

Corporate sustainability is a multidimensional
concept encompassing economic, environmental,
and social aspects. It has gained significant
attention in recent years as firms strive to balance
profitability =~ with  long-term  sustainability.
Corporate governance mechanisms, which include
board structure, audit committees, and ownership
composition, play a critical role in shaping
corporate sustainability performance by ensuring

* E-mail address: majidsabett@yahoo.com

This study investigates the relationship between
corporate governance mechanisms and corporate
sustainability  performance.  Specifically, it
examines how institutional ownership, audit
quality, board independence, audit committee
independence, and audit committee expertise
influence corporate sustainability performance
among firms listed on the Tehran Stock Exchange.
By analyzing corporate governance elements, this
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research aims to contribute to the existing body of
literature and provide practical insights for
policymakers, regulators, and investors.

Methodology

The study adopts a quantitative approach, utilizing
panel data from 63 firms listed on the Tehran Stock
Exchange from 2015 to 2021. The dataset includes
financial reports, corporate governance disclosures,
and sustainability-related information. The primary
method of analysis involves multiple regression
modeling to examine the effects of governance
variables on corporate sustainability performance.

The dependent variable, corporate sustainability
performance, is measured using content analysis of
sustainability  disclosures. The independent
variables include institutional ownership, audit
quality, board independence, audit committee
independence, and audit committee expertise.
Control variables such as firm size, leverage,
profitability, and Tobin’s Q are included to account
for potential confounding effects. To ensure
robustness, the study employs diagnostic tests,
including normality checks, multicollinearity
assessments, and panel unit root tests. The
Hausman test is used to determine the appropriate
model specification (fixed effects vs. random
effects).

Results and Discussion

The findings indicate a significant positive
relationship between institutional ownership and
corporate sustainability performance. This suggests
that institutional investors exert pressure on firms
to adopt sustainable practices, aligning corporate
strategies with long-term environmental and social
objectives.

Audit quality also exhibits a positive and
significant effect on corporate sustainability
performance. High-quality auditors enhance
financial transparency and encourage firms to
engage in responsible corporate behavior.
However, board independence does not show a
statistically significant impact on corporate
sustainability performance. This may be due to the
nominal role of independent directors in
influencing  strategic  decisions related to

sustainability. ~ Similarly, audit  committee
independence does not demonstrate a significant
relationship ~ with  corporate  sustainability
performance. This finding suggests that

independent audit committees alone may not be
sufficient to enhance sustainability disclosures and
practices.

Conversely, audit committee expertise is positively
associated ~ with corporate sustainability
performance. This highlights the importance of
knowledgeable and experienced audit committee
members in promoting sustainability initiatives.
Among the control variables, firm size and
profitability are positively correlated with
corporate  sustainability performance, while
financial leverage has a negative impact. Larger
firms and more profitable firms are more likely to
engage in sustainability initiatives, whereas highly
leveraged firms may prioritize financial stability
over sustainability efforts.

Conclusion

The study provides empirical evidence on the role
of corporate governance mechanisms in shaping
corporate sustainability performance. The results
suggest that institutional investors and audit
committee expertise play crucial roles in driving
sustainability ~ initiatives. = Meanwhile,  the
effectiveness of board independence and audit
committee independence remains inconclusive.
These findings have several implications for
corporate  governance policy and practice.
Regulators should encourage institutional investors
to actively engage in sustainability oversight.
Additionally, firms should enhance the expertise of

their audit committees to ensure effective
sustainability governance.
Future research could explore additional

governance variables, such as CEO characteristics,
board diversity, and stakeholder engagement, to
provide a more comprehensive understanding of
the governance-sustainability nexus. Furthermore,
expanding the study to different industries and
geographical contexts could enhance the
generalizability of the findings.
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