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Abstract

There is no consensus on whether better environmental performance can lead to better financial
performance. In this study, an attempt has been made to unraveling the complex relationship between
environmental performance and financial performance by relying on the framework of dynamic
capabilities and contingency theory. In this regard, has been investigated the effect of specific
characteristics of the company and industry on the relationship between environmental performance
and performance. Company-specific characteristics selected based on the dynamic capabilities
framework include firm size, R&D, advertising costs and capital expenditures, and industry-specific
features based on contingency theory include industry concentration. In order to evaluate the explained
relationships, were collected data of 107 companies from 7 industries active in the stock market during
the years 2011 to 2019 and were tested hypotheses using the panel data approach. The results showed
that the firm size and the R&D expenditures and industry concentration have a positive and significant
effect and the advertising expenditures has a negative and significant effect on the relationship between
environmental performance and financial performance. But capital expenditures did not show a
significant effect on this relationship. Finally, using the Homogeneous and Heterogeneous Granger
causality test, the two-way relationship between environmental performance and financial performance
was tested and was found that the causal relationship from financial performance to environmental
performance exists equally among all firms and industries, but the causal relationship from
environmental performance to financial performance may not exist in a set of firms.

Keywords: Environmental Performance, Financial Performance, firm Size, Research and Development
expenditures, industry concentration.
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