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Abstract

Objective

The primary objective of this study is to examine the relationship between corporate social
responsibility (CSR) disclosure and the efficiency of human capital investment, with an
emphasis on the mediating role of internal control weaknesses in companies listed on the
Tehran Stock Exchange. Given that investment in human capital is fundamental for growth
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and sustainable development for business entities, identifying the factors that influence the
efficiency of such investment is of great importance. Weaknesses in the internal control
system may disrupt managerial decision-making processes and, consequently, affect the
efficiency of human capital investment. Accordingly, this study aims to clarify how CSR
disclosure and potential internal control deficiencies can impact the productivity of human
capital investment.

Methods
The required data for this research were collected using archival methods. To test the

hypotheses and analyze the relationships between variables, a panel data approach was
employed. The model proposed by Kao et al. (2024) was utilized to measure the inefficiency
of human capital investment. The statistical population includes companies listed on the
Tehran Stock Exchange during the period 2014 to 2023. After applying screening
constraints, the final sample consisted of 123 companies, yielding 1,230 firm-year
observations. To enhance the reliability of the results, robust standard errors were employed,
and all variables were winsorized at the 1% and 99% levels to mitigate the effects of outliers.

Results
The results indicate a significant inverse relationship between CSR disclosure and the

inefficiency of human capital investment. Companies with higher levels of CSR disclosure
tend to demonstrate greater efficiency in their human capital-related investments. Moreover,
the findings reveal a positive relationship between internal control weaknesses and the
inefficiency of human capital investment. Additionally, the analyses show that internal
control weaknesses partially mediate the relationship between CSR disclosure and human
capital investment efficiency. This implies that a portion of the positive effect of CSR on
investment efficiency is channeled through improvements in the internal control system.

Conclusion

The findings suggest that corporate social responsibility disclosure has a significant positive
effect on the efficiency of human capital investment, both directly and through mitigating
weaknesses in internal controls. In other words, companies with higher levels of CSR
disclosure not only achieve more efficient human capital investments directly but also
indirectly enhance this efficiency through the improvement of their internal control systems.
As a partial mediating variable, internal control weaknesses transfer part of the positive
impact of CSR on investment efficiency. Therefore, it is recommended that companies
aiming for more effective human capital investment should simultaneously focus on
enhancing transparency and CSR disclosure while improving the quality of their internal
control systems. This dual approach can bring long-term benefits such as improved
organizational performance, increased stakeholder trust, and progress toward sustainable
development.

Keywords: Internal control weaknesses, Labor investment efficiency, Internal control,
Corporate social responsibility.
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