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Abstract:

Investments in productive assets intended for the modernization and expansion of production processes—and in response to market
demand—are influenced by a range of internal and external organizational parameters, which together shape the investment strategy
model. Considering the critical role that investment plays in profitability and the attainment of financial competitive advantage within
businesses, this study aims to identify the factors influencing investment and to develop a model for investment strategy. The firms within
the study’s scope are divided into two categories: chemical companies and food & beverage companies, with the results of the model
implementation analyzed and compared across these two groups. In order to ensure compatibility of the model with environmental
fluctuations and internal organizational changes, the variables of the business cycle and the corporate life cycle are incorporated into the
model. The research methodology follows a mixed-methods approach comprising both qualitative and quantitative phases. The study's
findings, covering the period from 2016 to 2023, reveal that the declining trend in the value of fixed assets indicates equipment
obsolescence and a critical need for investment—particularly in the chemical sector, which relies heavily on imported advanced
technologies. However, under current sanctions, such investment is unfeasible. Moreover, due to the presence of ownership entities and
existing conflicts of interest in this profitable industry, excess investment is observed, which—based on the findings—is ineffective and
lacks the necessary efficiency. In the food industry group, regulated pricing policies have led to reduced profitability and financial
constraints, thereby preventing the sector from making the necessary levels of investment despite its strategic importance.
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Extended Abstract

Introduction

Investment in productive assets is a central mechanism for ensuring business sustainability, improving production
efficiency, and gaining competitive financial advantage. Particularly in volatile economic environments and transitional
economies, such investment decisions are affected by a complex interaction of internal and external variables. Among these,
two critical dimensions—the business cycle and the corporate life cycle—serve as dynamic frameworks shaping how firms
allocate capital and adjust their investment strategies over time (Keynes, 1937; Khodadad Kashi, 2011; Rahmani, 2006).
Classical economic theory often views investment behavior through the lens of interest rates, return expectations, and capital
costs; however, empirical findings highlight the necessity of incorporating organizational maturity, market structure, and
financial constraints into investment modeling (Abbasi & Abvaali, 2020; Hashemi & Mashayekhi, 2018; Pejuyan & Khosravi,
2012).

Recent literature emphasizes the role of corporate governance, regulatory conditions, market competition, and
macroeconomic uncertainty in shaping firms’ investment patterns. For instance, ownership concentration and the presence
of agency conflicts may lead to overinvestment in non-strategic assets, especially in rent-seeking environments (Amjadian &
Borhani, 2025; Baradaran Hassanzadeh & Taghizadeh Khaneqgah, 2016). In other contexts, such as industries affected by price
regulation or trade restrictions, underinvestment becomes prevalent due to thin margins and liquidity constraints (Karimi &
Sadeghi, 2009; Shamsdoust et al., 2024). Moreover, evidence shows that alignment between the investment strategy and the
corporate life stage enhances the effectiveness of capital allocation, as younger firms tend to prioritize growth, while mature
firms focus on sustaining operations (Hashemi & Mashayekhi, 2018; Saadatmehr, 2011).

In addition to organizational characteristics, financial variables such as cash flow sensitivity, external financial constraints,
and earnings quality have also been shown to impact investment efficiency (Azam & Shah, 2011; Dastgir & Ghanizadeh, 2014;
Safaeyan Rizi & Sadeghi, 2009). These findings align with the emerging consensus that no single-variable model is sufficient
to capture the investment behavior of modern firms. As a result, scholars advocate for integrated models that consider
dynamic economic contexts, firm-level governance structures, and sector-specific challenges (Ben et al., 2024; Maqgsoudi
Shourabi et al., 2023; Sotoudeh Kia et al., 2017).

This study contributes to the field by proposing a mixed-method strategy investment model that integrates both the
business cycle and corporate life cycle in determining investment patterns. The study specifically focuses on two critical
industries in Iran—chemical manufacturing and food & beverage production—both of which are heavily affected by
regulatory dynamics and economic sanctions. The proposed model is designed to capture how internal corporate
characteristics interact with broader economic cycles to shape investment outcomes.

Methods and Materials

This research follows a mixed-methods approach comprising both qualitative and quantitative phases. In the first phase,
a series of semi-structured expert interviews were conducted with senior managers and financial analysts from selected firms
in the chemical and food & beverage industries to identify key variables influencing investment decisions. These interviews
were analyzed using thematic content analysis to develop the initial conceptual model.

In the second phase, panel data from 2016 to 2023 (corresponding to 1395-1402 in the Persian calendar) was collected

from audited financial statements, industry reports, and national economic indicators. The sample included publicly listed
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firms from both sectors on the Tehran Stock Exchange. Key variables included fixed asset investment, earnings before interest
and taxes (EBIT), net operating cash flow, total assets, firm age, leverage ratios, and proxies for macroeconomic conditions.

The data were analyzed using multivariate regression models and structural equation modeling (SEM) to validate the
relationships proposed in the conceptual model. The corporate life cycle stage was operationalized using firm age, asset
growth, and retained earnings, while the business cycle was captured using GDP growth rates and inflation-adjusted sectoral
output. Statistical tests such as the Hausman test, F-Limer test, and Breusch-Pagan test were used to ensure model
robustness.

Findings

The analysis revealed significant divergence in investment behavior between the two industries. In the chemical industry,
a steady decline in fixed asset value across the observation period was observed, indicating delayed capital replacement and
low levels of modernization. Despite profitability, many firms exhibited signs of overinvestment driven by ownership
structures characterized by dominant state or quasi-state institutions. These investments were often directed at non-core
assets with low return potential, suggesting inefficiency.

The quantitative models confirmed that in the chemical sector, macroeconomic constraints—especially those linked to
sanctions and restricted access to imported technology—had a negative and statistically significant effect on investment
intensity. In contrast, firms with stronger internal governance mechanisms exhibited better alignment between earnings and
capital investment. Overinvestment was positively associated with weak minority shareholder protection and high related-
party transactions.

In the food & beverage sector, underinvestment was prevalent, especially among firms in the maturity or decline stages
of their corporate life cycle. Regulated pricing and unstable input costs led to shrinking margins, which constrained internal
financing capacity. The findings showed a significant correlation between investment activity and cash flow volatility, with
firms heavily reliant on external funding facing the greatest challenges. Companies operating in more competitive sub-
segments demonstrated better adaptability and more responsive investment strategies compared to those in monopolized
or state-influenced segments.

Structural equation modeling further confirmed that the business cycle had a stronger moderating impact on investment
in the chemical industry, while the corporate life cycle was a more influential determinant in the food industry. Firms in the
growth stage, regardless of sector, were more likely to engage in proactive capital investment, particularly during economic
upswings. However, firms in the maturity stage displayed caution even during favorable macroeconomic conditions, focusing
instead on risk minimization and operational efficiency.

Discussion and Conclusion

This study aimed to bridge the gap between static investment models and the dynamic realities of industry-specific and
firm-specific investment behaviors. The results confirm that a one-size-fits-all investment strategy model fails to
accommodate the complexities firms face across different sectors and developmental stages. By integrating both the business
cycle and corporate life cycle into the model, this research provides a more nuanced understanding of investment behavior,
particularly in regulated and semi-developed economies.

The findings underscore the importance of contextual factors such as governance quality, regulatory frameworks, and

market competition in shaping investment outcomes. In industries like chemicals, characterized by high capital intensity and
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dependence on advanced technologies, external constraints such as sanctions severely limit investment options. Internal
governance inefficiencies further exacerbate resource misallocation, resulting in ineffective overinvestment.

Conversely, in consumer-focused sectors like food and beverage, pricing constraints and cash flow limitations lead to
chronic underinvestment, even when replacement or modernization is urgently needed. Here, the firm’s position in its life
cycle plays a larger role in determining risk appetite and investment direction.

The implications are twofold. First, policymakers should consider sector-specific frameworks when crafting investment
incentives or regulations, acknowledging that firms in different industries respond differently to economic stimuli. Second,
firm managers must align their investment strategies not only with macroeconomic conditions but also with their
organizational maturity and internal governance capabilities. Only through such alignment can they optimize capital
deployment, enhance resilience, and maintain competitiveness in uncertain environments.
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