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Abstract

This study examines the relationship between family ownership and investment ef-
ficiency in the Middle East and North Africa (MENA) region by investigating the 
mediating role of environmental, social, and governance (ESG) performance and the 
moderating role of board gender diversity. Using a sample of non-financial firms from 
eight MENA countries (Saudi Arabia, Egypt, Jordan, Kuwait, United Arab Emirates, 
Qatar, Oman, and Bahrain) over the period 2015–2023, comprising 3,245 firm-year 
observations, and ESG data obtained from Refinitiv, the analysis employs firm fixed-
effects and system GMM estimations. The results indicate that family ownership is 
positively associated with investment efficiency (β = 0.044, p < 0.01). Family owner-
ship also has a positive effect on ESG performance (β = 0.118, p < 0.01), while ESG 
performance is positively associated with investment efficiency (β = 0.039, p < 0.01). 
Further analysis reveals that ESG performance partially mediates the relationship be-
tween family ownership and investment efficiency. Moreover, board gender diversity 
strengthens the positive effect of ESG performance on investment efficiency (β = 0.001, 
p < 0.01), indicating that firms with greater female board representation are better 
able to translate sustainability engagement into efficient capital allocation. The find-
ings highlight the complementary roles of family ownership, ESG performance, and 
board gender diversity in enhancing investment efficiency in emerging markets. These 
results provide important implications for policymakers, investors, and corporate lead-
ers seeking to promote sustainable governance and efficient investment decisions in 
the MENA region.
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INTRODUCTION

Making smart investment choices is crucial for creating value in a 
company and fostering sustainable economic growth. These deci-
sions help firms pick projects that boost value while steering clear of 
both overinvestment and underinvestment (Biddle et al., 2009; Jensen, 
1986). When capital is not allocated efficiently, it often points to weak 
governance, conflicts of interest, and gaps in information, which can 
ultimately diminish a firm’s value. This issue is especially evident in 
developing markets, where poor institutional frameworks, concen-
trated ownership, and limited protections for investors make capital 
allocation even trickier.

The focus on the Middle East and North Africa (MENA) region is 
particularly significant due to its unique governance and institutional 
features (Afifa et al., 2021). Companies in MENA countries usually 
operate in environments marked by concentrated ownership, limited 
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investor protection, and less developed external governance mechanisms (Saleh et al., 2023; Otero et al., 
2020). In these contexts, internal governance elements, such as family ownership and ESG engagement, 
are crucial in shaping corporate actions and investment decisions (Zhu et al., 2025). Moreover, the level 
of gender diversity on boards is still quite low across many MENA countries, making it an important yet 
under-researched area of governance (Rabbani et al., 2024). These institutional characteristics together 
create a compelling context for investigating how governance structures affect investment efficiency.

Against this backdrop, the present study addresses the following research question: how does family 
ownership influence firms’ investment efficiency in the MENA region, and what roles do ESG perfor-
mance and board gender diversity play in this relationship? 

1. LITERATURE REVIEW 

AND HYPOTHESIS 

DEVELOPMENT

This section reviews the literature on family own-
ership and its connection to investment efficiency. 
We then review extant literature on family owner-
ship and ESG Performance, as well as ESG perfor-
mance and investment efficiency. Finally, the sec-
tion discusses the role of board gender diversity 
and develops the study hypotheses.

Agency theory posits that separation between 
ownership and control gives rise to conflicts of 
interest that may lead managers or controlling 
shareholders to pursue private benefits at the ex-
pense of efficient investment decisions (Jensen 
& Meckling, 1976). In firms with concentrated 
ownership, particularly family-controlled firms, 
monitoring incentives may be stronger due to 
large cash-flow rights, potentially reducing man-
agerial opportunism and improving investment 
efficiency. However, concentrated ownership may 
also facilitate entrenchment and expropriation of 
minority shareholders, resulting in inefficient 
overinvestment or underinvestment decisions 
(Wu et al., 2025; Moradi et al., 2022; Demsetz & 
Villalonga, 2001).

Empirical evidence from emerging markets sup-
ports this dual view. Recent studies document 
that family ownership can significantly shape 
firms’ investment behavior, with its effect on in-
vestment efficiency depending on the effective-
ness of internal governance mechanisms (Eissa 
et al., 2025; Al-Hadi et al., 2022). In weak in-
stitutional environments such as the MENA re-
gion, where external monitoring is limited, fam-

ily ownership plays a particularly critical role 
in influencing investment outcomes (Fiorillo & 
Santilli, 2024). Accordingly, we expect family 
ownership to be systematically associated with 
firms’ investment efficiency.

Stakeholder theory shows that businesses imple-
ment ESG practices because they need to fulfill 
various stakeholder expectations, which helps 
them maintain legitimacy and achieve enduring 
business success (Freeman, 1984; Afifa et al., 2021; 
Nam et al., 2024). The family ownership of a com-
pany determines how well it will answer stake-
holder demands because owners who control the 
company decide which business goals to pursue 
and what information to disclose to the public. 
Family owners tend to back ESG engagement be-
cause it helps them defend their company’s repu-
tation and maintain their social assets and long-
term business value in situations where corporate 
reputation stands as a vital asset (Dogan Basar et 
al., 2025; Doshi et al., 2024).

Research findings from MENA countries and 
other developing markets demonstrate that own-
ership patterns directly influence both ESG dis-
closure practices and environmental, social, and 
governance performance. Empirical research 
demonstrates that family ownership controls both 
ESG performance and disclosure quality, while 
governance systems determine how these fac-
tors interact (Giordino et al., 2025; Al Amosh & 
Khatib, 2022). The research indicates that ESG 
engagement emerges as a strategic result that de-
pends on the specific characteristics of ownership. 
The research suggests that family ownership pat-
terns affect how well companies perform regard-
ing their Environmental, Social, and Governance 
(ESG) responsibilities.
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The agency-theoretic model shows that ESG perfor-
mance creates better transparency, which decreas-
es the difference between what insiders know and 
what outsiders know, thus limiting their ability to 
act against shareholders and making investments 
more efficient. ESG engagement at its strongest level 
functions as an organizational system that controls 
executive choices while making investment deci-
sions that support enduring business worth (Tang 
et al., 2025; Benlemlih & Bitar, 2018).

Research findings validate this argument. 
Empirical evidence shows that ESG performance 
leads to better investment results when markets 
experience excessive investment activity (Bilyay-
Erdogan et al., 2024; Lee et al., 2024). The research 
shows that ESG practices create actual investment 
results instead of functioning as empty corporate 
gestures. The research predicts that ESG perfor-
mance will create a positive connection with in-
vestment efficiency.

Integrating agency and stakeholder perspectives, 
ESG performance can be viewed as a mechanism 
through which family ownership influences in-
vestment efficiency. Family ownership shapes 
firms’ incentives to engage in ESG practices, while 
ESG engagement, in turn, enhances monitoring 
quality and transparency, thereby improving cap-
ital allocation efficiency (Nasta et al., 2024; Zhang, 
2024).

Previous studies have shown evidence that sup-
ports this proposed mechanism. Research indi-
cates that family ownership determines ESG per-
formance (Al Amosh & Khatib, 2022) while ESG 
performance enhances investment efficiency (Al-
Hiyari et al., 2023). The current body of research 
lacks evidence that demonstrates ESG perfor-
mance acts as a connecting factor between family 
ownership and investment efficiency within the 
MENA region. The research design follows from 
this reasoning, as ESG performance serves as the 
mechanism that connects family ownership to in-
vestment efficiency.

The board composition affects firms’ resource ac-
cess and their ability to monitor operations and 
make strategic decisions according to resource 
dependence theory and agency theory. The pres-
ence of women on boards creates better cognitive 

diversity, which leads to enhanced ethical sensi-
tivity and improved stakeholder relations, result-
ing in stronger board performance for monitoring 
and advisory functions (Ma et al., 2024; Saleh et 
al., 2022; Hillman et al., 2009).

Research findings show that companies with gen-
der-diverse boards achieve better ESG results, de-
velop environmental innovations, and show stron-
ger sustainability involvement (Atif et al., 2021; 
Omenihu et al., 2025). Research indicates that 
board diversity functions as a limiting factor that 
determines how ESG mechanisms create actual 
economic results. The research by Al-Hiyari et al. 
(2023) demonstrates that board diversity acts as a 
moderating factor that affects how ESG factors in-
fluence investment efficiency in emerging market 
economies.

The MENA region requires boards to have more 
female members because this change will enhance 
their ability to perform ESG engagement duties by 
making their ESG practices more than tokenis-
tic and by creating investment decisions that fol-
low ESG strategies. The research investigates how 
board gender diversity affects the connection be-
tween ESG performance and investment efficiency.

Therefore, the literature to this effect points out 
that family ownership and sustainability-oriented 
governance mechanisms play a significant role in 
shaping investment efficiency by firms, particular-
ly when institutional environments are relatively 
weak and family ownership is highly concentrated. 
Past research also indicates that board-level over-
sight is necessary to ensure sustainability practic-
es yield substantive economic outcomes. However, 
the interactive role of family ownership, ESG per-
formance, and board gender diversity in influenc-
ing investment efficiency remains underexplored 
to date, especially in the MENA region.

Collectively, this study aims to examine how fam-
ily ownership influences investment efficiency 
through ESG performance and whether board 
gender diversity strengthens the relationship be-
tween ESG performance and investment efficiency. 
Accordingly, the study investigates mediation and 
moderation as complementary governance mech-
anisms within the corporate governance frame-
work. The following hypotheses are proposed:
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H1: Family ownership significantly affects firms’ 
investment efficiency.

H2: Family ownership is significantly associated 
with firms’ ESG performance.

H3: ESG performance is positively associated 
with firms’ investment efficiency.

H4: ESG performance mediates the relationship 
between family ownership and investment 
efficiency.

H5: Board gender diversity positively moderates 
the relationship between ESG and invest-
ment efficiency.

2. METHODOLOGY 

2.1. Sample

The research uses non-financial companies from 
eight MENA nations that have ESG performance 
information available through Refinitiv (ASSET4). 
The final sample generates a total of 3,245 firm-year 
observations over the period 2015–2023. The sam-
ple includes firms from Saudi Arabia, Egypt, Jordan, 
Kuwait, United Arab Emirates, Qatar, Oman, and 
Bahrain. The cross-country setting provides sub-
stantial variation in governance practices, ESG en-
gagement, and institutional environments, making 
the MENA region an appropriate setting for ex-
amining the interaction among family ownership, 
ESG performance, and investment efficiency. Given 
the institutional and regulatory differences across 
MENA countries, the empirical models include 
firm and year fixed effects to mitigate the influence 
of unobserved heterogeneity across firms and time.

The analysis excludes financial institutions be-
cause their regulatory environment, funding pat-
terns, and investment patterns differ from other 
companies, which could affect the assessment of 
investment performance. The final dataset con-
sists of an unbalanced panel that contains firm-
year observations that researchers use in invest-
ment efficiency and corporate governance studies 
to achieve data maximization while maintaining 
cross-firm and cross-country analysis capabilities 
(Abdullah, 2025; Atif et al., 2021).

2.2. Variable measurements 

The investment efficiency measurement process 
uses the residual-based method which investment 
efficiency researchers (Richardson, 2006; Biddle 
et al., 2009). The study uses growth opportuni-
ties and firm characteristics to predict firm-level 
investment before calculating investment ineffi-
ciency through absolute residual values from this 
model. The study uses absolute residual values 
from this model to measure investment inefficien-
cy because higher values show greater distance 
from optimal investment. The research method 
has become widely used throughout emerging 
market economies in ESG-investment efficiency 
studies (Mnasri et al., 2025; Aladwey & Alsudays, 
2023). The analysis uses residual values, which re-
ceive a negative multiplication factor to achieve 
better interpretation because these values now in-
dicate higher investment efficiency according to 
previous studies.

The family ownership data includes family own-
ership, which represents the percentage of shares 
that family members and their related entities 
maintain. Family ownership stands as the leading 
ownership structure throughout MENA countries, 
which research shows controls how businesses or-
ganize their governance systems and handle en-
vironmental, social, and governance matters and 
investment decisions (Eissa et al., 2025; Al Amosh 
& Khatib, 2022). The measurement indicates how 
much control family shareholders maintain while 
showing their ability to shape business strategy 
and investment choices.

The composite ESG score from Refinitiv (ASSET4) 
serves as the metric to evaluate ESG performance. 
The composite score combines environmental, 
social, and governance performance data from 
standardized indicators that use public informa-
tion sources. The research uses this measurement 
method throughout accounting and finance stud-
ies, which makes it an ideal choice for emerging 
market ESG cross-country analysis because it pro-
vides both consistency and comparable results 
(Alkhawaja et al., 2023).

According to research on governance and sustain-
ability (Atif et al., 2021; Ali Gull et al., 2023), the 
percentage of women holding board positions is 
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used to assess gender diversity on boards. The re-
search used a continuous measurement system to 
track female board member distribution because 
it enables researchers to study both the range of fe-
male board member presence and its relationship 
with ESG performance metrics.

Consistent with prior investment efficiency re-
search, the models include control variables such 
as firm size (natural logarithm of total assets), 
leverage (total debt to total assets), profitability 
(return on assets), cash holdings, and Tobin’s Q, 
which captures firms’ growth opportunities and 
investment demand (Toumeh, 2025; Aroul et al., 
2022) (see Table A1, Appendix A, for full Variable 
definitions).

2.3.	Model	specifications

To examine the proposed relationships, the study 
separately tests the mediating role of ESG perfor-
mance and the moderating role of board gender 
diversity. The mediating role of ESG performance 
is examined using the causal-step approach, 
whereas the moderating role of board gender di-
versity is assessed by including the interaction 
term between ESG performance and board gender 
diversity in the regression models. Accordingly, 
the study does not estimate a formal moderated 
mediation model.

To test the study’s hypotheses, the following panel 
regression models are estimated.

,

1 2
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it it it
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 (5)

where the first equation denotes hypothesis H1, 
the second equation denotes hypothesis H2, the 
third equation denotes hypothesis H3, the fourth 
equation denotes hypothesis H4, and the fifth 
equation denotes hypothesis H5.

In these equations, IE represents investment effi-
ciency; OWN represents family ownership; ESG 
represents environmental, social, and governance 
performance; BGD represents board gender di-
versity; ESG * BGD represents the interaction 
between ESG performance and board gender di-
versity; SIZE represents firm size; LEV represents 
leverage; ROA represents return on assets; CASH 
represents cash holdings; and Tobin’s Q represents 
firms’ growth opportunities. Firm and year fixed 
effects are included in the models to control for 
unobserved firm-specific heterogeneity and time-
specific effects, respectively.

3. RESULTS 

3.1.	Descriptive analysis 
Table 1. Descriptive statistics

Variable Mean Std. Dev. Min Max

IE –0.083 0.051 –0.250 0.040

OWN 27.460 18.320 0.000 79.900

ESG 42.780 16.540 9.200 86.400

BGD 6.840 5.920 0.000 28.600

SIZE 15.210 1.470 11.920 19.080

LEV 0.412 0.221 0.020 0.890

ROA 0.041 0.078 –0.210 0.240

CASH 0.096 0.089 0.002 0.410

Tobin’s Q 1.210 0.640 0.410 3.480

The main variables used in the analysis receive 
their descriptive statistics in Table 1. The mean 
value of investment efficiency (IE) shows that non-
financial firms in the MENA region have moder-
ate differences in their capital allocation efficiency, 
leading to both excessive investment and insuffi-
cient investment. The average family ownership 
in the sample reaches 27.5%, which demonstrates 
that family-controlled businesses maintain their 
leading position, while ownership percentages 
between firms show wide variations. The average 
ESG score reaches 42.8, which indicates compa-
nies have achieved a middle level of sustainabil-
ity performance; yet the scores between the lowest 
and highest values demonstrate significant differ-
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ences in ESG practices between organizations and 
their home nations. The number of female direc-
tors on boards continues to be low because women 
make up less than 7% of total board members. The 
analysis includes control variables, which show 
that firms have average debt levels and profit per-
formance, and their Tobin’s Q values indicate they 
face different levels of expansion potential.

Table A2 in Appendix A reports the pairwise cor-
relation matrix. The results indicate that the corre-
lations among the explanatory variables are gener-
ally low to moderate, with no correlation exceed-
ing commonly accepted thresholds.

3.2.	Regression results 

The study presents Table 2, which shows firm- and 
year-fixed effects regression results to analyze the 
connections between family ownership and ESG 
performance and board gender diversity and in-

vestment efficiency in non-financial firms oper-
ating in the MENA region. The research findings 
strongly validate the theoretical model, which 
demonstrates how ownership distribution, togeth-
er with environmental, social, and governance re-
sults, and female board members affect organiza-
tional investment performance.

The research findings in Column (1) demonstrate 
that family ownership creates a positive relation-
ship with investment efficiency at the 1% level. The 
research results validate H1 because family owner-
ship concentration creates better monitoring pos-
sibilities, which leads managers to focus on long-
term firm value, thus minimizing their tendency 
to make inefficient investment choices (Saleh et 
al., 2023; Demsetz & Villalonga, 2001; Jensen & 
Meckling, 1976). Family owners in the MENA 
region function as essential internal governance 
entities because they maintain control over their 
businesses, which helps prevent managerial abuse 

Table 2. Impact of family ownership and ESG performance on IE

 Variables

DV

(1)

IE (H1)

(2)

IE (H3)

(3)

IE (Mediation)
(H4)

(4) IE(Moderation)
(H5)

OWN
0.044*** 0.012*

(3.12) (1.89)

ESG 
0.039*** 0.048*** 0.026***

(4.86) (4.41) (3.97)

BGD 
0.123

(1.21)

ESG × BGD
0.001***

(3.34)

SIZE
0.021*** 0.039*** 0.027*** 0.019***

(6.45) (5.98) (5.71) (5.66)

LEV
–0.064*** –0.052*** –0.049*** –0.050***

(–4.92) (–4.11) (–3.87) (–3.91)

ROA
0.312*** 0.284*** 0.271*** 0.269***

(7.84) (7.12) (6.88) (6.41)

CASH 
0.027** 0.006** 0.012** 0.003**

(2.43) (2.18) (2.06) (2.09)

Tobin’s Q
0.114* 0.068** 0.027** 0.037**

(1.78) (2.31) (2.24) (2.21)

Firm FE Yes Yes Yes Yes

Year FE Yes Yes Yes Yes

Observations 3,245 3,245 3,245 3,245

Adj. R2 0.287 0.301 0.309 0.316

Notes: This table reports the regression results examining the effects of family ownership and ESG performance on investment 
efficiency (IE). Column (1) tests the direct effect of family ownership on IE (H1). Column (2) examines the effect of ESG per-
formance on IE (H3). Column (3) presents the mediation model including both family ownership and ESG performance (H4). 
Column (4) reports the moderation model, incorporating board gender diversity (BGD) and the interaction term between ESG 
performance and BGD (H5). T-statistics are reported in parentheses. *, **, and *** indicate statistical significance at the 10%, 
5%, and 1% levels, respectively.
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of power and controls both excessive business ex-
pansion and insufficient business growth. The re-
search findings match current studies, which show 
family ownership leads to better investment con-
trol when organizations have proper governance 
systems (Sun et al., 2024; Su et al., 2021).

The results in Column (2) show that ESG perfor-
mance has a positive and statistically significant 
impact on investment efficiency (β = 0.039, t = 
4.86), which confirms H3. Research supports the 
idea that ESG performance functions as an orga-
nizational control system that improves disclosure 
practices and minimizes knowledge gaps between 
investors and companies while preventing risky 
financial choices (Saleh et al., 2025; Velte, 2019; 
Benlemlih & Bitar, 2018). The capital allocation ef-
ficiency of firms in emerging markets improves 
when they demonstrate better ESG performance 
because their heterogeneous disclosure quality in-
dicates stronger stakeholder monitoring and im-
proved internal controls. The research findings 
support current empirical studies which dem-
onstrate ESG-focused companies achieve better 
investment performance when operating in en-
vironments with limited institutional oversight 
(Gao et al., 2025).

The research in Column (3) combines ESG perfor-
mance data with family ownership information 
to test the mediation hypothesis, which is stated 
in H4. The ESG coefficient remains positive and 
statistically significant, while the magnitude of 
the family ownership coefficient decreases and be-
comes only marginally significant. The observed 
pattern indicates that ESG performance acts as 
a significant mediator that links family owner-
ship to investment efficiency. The research builds 
upon previous studies because it proves family 
ownership influences investment performance 
through two separate mechanisms, which include 
direct monitoring activities and ESG engagement 
promotion. Stakeholder theory supports family 
owners in implementing ESG practices because 
these practices help firms maintain legitimacy 
and achieve sustainability, which controls invest-
ment choices and minimizes market inefficiencies 
(Saleh et al., 2025; Al Amosh & Khatib, 2022).

The results reported in Column (4) investigate how 
board gender diversity affects the connection be-

tween ESG factors and investment performance. 
The statistical analysis shows that the ESG per-
formance and board gender diversity interaction 
term (ESG × BGD) produces a positive significant 
result (β = 0.001, t = 3.34), which confirms H5. 
The research shows that ESG performance creates 
better investment returns when companies have 
more women serving on their boards. Research 
findings support the resource dependence and 
agency perspectives because they demonstrate 
that boards with gender diversity improve their 
ability to monitor activities, their sensitivity to 
ethical matters, and their connection with stake-
holders (Wang et al., 2025). Research studies have 
shown that female directors enhance the success 
of sustainability programs, which results in better 
environmental performance and governance stan-
dards for companies (Atif et al., 2021; Ali Gull et 
al., 2023).

The MENA region needs this moderating effect 
because it has not achieved sufficient female board 
member representation. The research indicates 
that board members who are women help orga-
nizations convert their ESG engagement activi-
ties into actual investment decisions that follow a 
structured approach. Research evidence confirms 
that board diversity functions as a governance 
boundary that strengthens the actual financial ef-
fects of ESG performance (Keisse & Jaafar, 2025).

The control variables show their expected patterns 
in all model specifications. The research findings 
show that investment efficiency increases with 
firm size and profitability (ROA), cash holdings, 
and Tobin’s Q because these factors provide or-
ganizations with more resources and better pros-
pects for expansion. The study shows that lever-
age is a negative factor that affects investment 
decisions because organizations face financial 
limitations and must manage their risk exposure 
(Harymawan et al., 2022; Saleh et al., 2025). The 
stability of these coefficients across specifications 
confirms that the main research results remain 
consistent.

The research findings in Table 3 demonstrate that 
family ownership creates a positive relationship 
with ESG performance, which produces signifi-
cant results (β = 0.118, t = 5.02) that validate H2. 
The research results match stakeholder theory be-
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cause Freeman (1984) explains that family-con-
trolled businesses under stakeholder theory will 
focus on building long-term value and protecting 
their reputation through active ESG practice in-
volvement. Family owners in the MENA region 
keep strong connections with their local commu-
nity members and business partners, which makes 
ESG engagement their key strategy to protect their 
social value and ensure business continuity.

Table 3. Mediating effect of ESG performance  
in the Ownership-IE nexus

 Variables ESG (H2)

OWN
0.118***

(5.02)

SIZE
1.742***

(8.46)

LEV
–1.086***

(–4.38)

ROA
6.214***

(6.97)

CASH 
1.903**

(2.26)

Tobin’s Q
0.421*

(1.91)

Firm FE Yes

Year FE Yes

Observations 3,245

Adj. R2 0.334

Notes: This table presents the regression results by examin-
ing the mediating role of ESG performance in the relationship 
between family ownership and investment efficiency. The 
dependent variable is ESG performance, and the model tests 
whether family ownership significantly influences ESG per-
formance (H2). T-statistics are reported in parentheses. *, **, 
and *** indicate statistical significance at the 10%, 5%, and 
1% levels, respectively.

The agency-theoretic framework indicates that 
family owners implement ESG practices to create 
internal governance systems which boost trans-
parency levels and decrease information gaps 
between controlling shareholders and minority 
investors (Jensen & Meckling, 1976). Research 
studies from emerging markets have proven that 
ownership concentration, together with long-
term orientation, leads to better ESG disclosure 
and performance according to Al Amosh and 
Khatib (2022) and Benlemlih and Bitar (2018). 
The research finds essential evidence to support 
its mediation theory because it demonstrates 
that ESG performance acts as a mechanism that 
family ownership uses to enhance investment 
efficiency.

Table 4. GMM model specification

 Variables (1) IE (2) IE (Interaction)

Lagged IE
0.241*** 0.236*** 

(6.18) (5.97)

OWN
0.003**

(2.21)

ESG
0.007*** 0.005*** 

(3.88) (3.21)

BGD
0.002 

(1.34)

ESG ×BGD
0.001***

(2.96)

Controls Yes Yes

AR(1) p-value  < 0.001  < 0.001

AR(2) p-value 0.412 0.387

Hansen p-value 0.286 0.301

Sargan test 24.17 13.05

Observations 3,245 3,245

Notes: This table reports the results of the dynamic panel-
data estimation using the Generalized Method of Moments 
(GMM) to examine the robustness of the relationship be-
tween family ownership, ESG performance, and investment 
efficiency (IE). T-statistics are reported in parentheses. *, **, 
and *** indicate statistical significance at the 10%, 5%, and 
1% levels, respectively.

The system GMM estimates in Table 4 analyze 
how family ownership together with ESG perfor-
mance and board gender diversity affect invest-
ment efficiency (IE). The positive and statistically 
significant coefficient on lagged investment effi-
ciency supports the dynamic specification of the 
model and indicates persistence in firms’ invest-
ment behavior. The diagnostic tests show that the 
AR(1) statistic reaches significant levels, but the 
AR(2) statistic does not reach significance, and the 
Hansen test p-values remain acceptable, which 
confirms that the instrument set is valid and the 
GMM estimates are reliable.

The research findings demonstrate that family 
ownership creates positive relationships with in-
vestment efficiency while showing that ownership 
concentration leads to better investment control 
in Middle Eastern and North African markets. 
Family owners function as effective monitors ac-
cording to agency theory because they successful-
ly prevent the company from making inefficient 
investment decisions. The research shows that 
ESG performance directly affects investment effi-
ciency through a positive connection, which indi-
cates that better sustainability involvement leads 
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to better capital allocation through reduced infor-
mation gaps and decreased agency conflicts (Saleh 
et al., 2025; Arellano & Bover, 1995; Blundell & 
Bond, 1998).

Model (2) shows that ESG performance and 
board gender diversity have a positive and sta-
tistically significant interaction, which means 
ESG performance enhances investment efficien-
cy more in companies that have more women 

on their board. The research shows that board 
members who are women create an essential 
governance environment that improves the suc-
cess rate of ESG programs. The system GMM re-
sults show that family ownership and ESG per-
formance directly affect investment efficiency 
while being resistant to endogeneity issues, and 
board gender diversity enhances these relation-
ships in markets (Miroshnychenko et al., 2022; 
Al Amosh & Khatib, 2022).

CONCLUSION 

The research examines how family ownership affects IE of MENA firms through the mediating role of 
ESG performance and the moderating role of BGD. The research uses non-financial companies to dem-
onstrate that family control of businesses leads to better investment performance through two pathways, 
which include direct improvement and ESG performance enhancement. The research findings demon-
strate that ESG engagement serves as an active governance system that goes beyond being a superficial 
practice because it operates effectively in markets with dominant family ownership and insufficient 
external oversight.

The research demonstrates that investment efficiency becomes more efficient when boards with diverse 
gender representation evaluate ESG performance. The study demonstrates that board structure plays 
a crucial role in converting sustainability-focused activities into actual financial results. The research 
shows that boards with diverse gender composition improve their ability to monitor company activities 
while becoming more sensitive to ethical matters and better attuned to stakeholder needs, which results 
in successful ESG initiative implementation through strategic investment choices. The research adds 
value to governance and ESG studies through its integration of family ownership with sustainability 
performance and investment efficiency into a single analytical system. The research findings indicate 
that MENA region businesses, together with their government officials, should enhance capital alloca-
tion through their support of trustworthy ESG standards and their promotion of women to serve on 
corporate boards.

Despite these contributions, the study is subject to limitations. ESG performance is measured using 
Refinitiv composite scores, which may not fully capture qualitative differences in ESG implementation. 
Moreover, the focus on non-financial firms in selected MENA countries may limit the generalizabil-
ity of the findings. Future research could examine individual ESG pillars, explore alternative family 
ownerships such as institutional or state ownership, and conduct cross-regional comparisons to assess 
whether the governance role of ESG and board gender diversity varies across institutional contexts.
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APPENDIX A

Table A1. Variable definitions

Variable Label Measurement 

Investment Efficiency IE

Measured as the negative absolute value of residuals from the investment 
model following Richardson (2006); higher values indicate greater 

investment efficiency
Family Ownership OWN Percentage of shares owned by family members and related entities
ESG Performance ESG Composite ESG score ranging from 0 to 100 obtained from Refinitiv 
Board Gender Diversity BGD Percentage of female directors on the board
Firm Size SIZE Natural logarithm of total assets
Leverage LEV Total debt divided by total assets
Return on Assets ROA Net income divided by total assets
Cash Holdings CASH Cash and cash equivalents divided by total assets
Tobin’s Q Tobin’s Q Market value of assets divided by book value of assets

Table A2. Correlation matrix

Variable IE OWN ESG BGD SIZE LEV ROA CASH TobinQ
IE 1.000

OWN .012* 1.000

ESG 0.27 0.45* 1.000

BGD 0.14 0.25* 0.44* 1.000

SIZE 0.20* 0.17 0.20* 0.19* 1.000

LEV –0.22* –0.06 –0.23 –0.02* 0.42 1.000

ROA 0.13 0.39 0.48* 0.36* 0.55* –0.17* 1.000

CASH 0.17* 0.11* 0.04* 0.28 –0.01* –0.33 0.58 1.000

TobinQ 0.24 0.14 0.02 0.02 0.05* –0.10 0.16* 0.03 1.000

Note: * Significance at the 0.05 level.
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