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Abstract. This manuscript investigates how corporate social responsibility disclosure reports
impact on firm sales performance. The proxies used for sales performance and corporate social
responsibility are return on sales and corporate social responsibility (CSR) disclosure index
respectively. Data has been collected from 166 non-financial firms listed on the Pakistan Stock
Exchange (PSX) for the period of 11 years from 2009 to 2019. The study has adopted panel
data for statistical analysis. The study concluded that the corporate social responsibility (CSR)
disclosure index has a significant negative impact on return on sales. Shareholders and agency
theory shows that corporate social responsibility (CSR) activities create a financial burden for
companies. These theories support this study’s results. According to shareholder theory, firms
do not operate for society but also for their stakeholder’s benefits. The theory also states that
companies need to focus on shareholders” wealth maximization instead to invest in corporate
social responsibility (CSR). Leverage, gross domestic product, financial development of banks,
and foreign direct investment have also a negative impact on return on sales. The financial
development of the private sector has a significant positive impact on return on sales. The
findings of the study provide fundamental support to corporate managers and policymakers
on how they bring improvement in corporate social responsibility (CSR) with the adoption of
techniques regarding this study.
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1 Introduction

The main objective of the study is to investigate the impact of corporate social responsibility
disclosure (Abbreviated as CSR onward) on a firm’s sales performance. Nowadays CSR has
become an important strategy for every organization to raise profit maximization (Calabrese
et al., 2016). According to the world business council for sustainable development, corporate
social responsibility (CSR) is a promise of a business to take action morally, for economic well-
being, workers, and society.

CSR is the activity for the betterment of the organizations to attain ethical values, improve
the overall performance of the company, and for the economic development of that country
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(Mujahid and Abdullah, 2014). According to the world business council for sustainable de-
velopment, corporate social responsibility (CSR) is a the promise of a business to take action
morally, for economic well-being of workers, and society. According to Edwards and Rothbard
(2005), an organization needs to look at its environment and social challenges. An important
role of business is must be careful about society, the environment, and their products as well.
This study helps managers and policymakers to know how they bring improvement in corpo-
rate social responsibility (CSR) with the adoption of techniques regarding this study. Study also
assists to know that how corporations can increase the profit of their organizations and satisfy
their stakeholders.

The corporate social responsibility (CSR) concept was introduced as corporate responsibility
in the year 1950. The first time Howard Bowen published a book on corporate social responsi-
bility was in 1953. Now corporate social responsibility is considered an important strategy of
business for many organizations (Luo and Bhattacharya, 2006). Milton Friedman wrote in 1970
in New York Times about the significance of corporate social responsibilities in private corpo-
rations for the formation of value for shareholders. Nowadays the primary objective of this
idea is usually adopted by corporations to fulfill the needs of stakeholders engaged in business
activities (Ajala, 1993).

There is a small number of studies that explore the relationship between CSR and sales
performance in Pakistan. These studies do not focus on the influence of corporate social respon-
sibilities on return on sales. Does corporate social responsibility (CSR), influence the organiza-
tion’s profitability in a positive, negative, or natural way? It’s interesting since these questions
somehow puzzle firms which corporate social responsibility and want to balance between a
firm’s corporate social responsibility and financial performance. Some authors say that there is
a positive relationship between a firm’s profitability and corporate social responsibility (CSR),
whereas some studies show the negative impact of corporate social responsibility (CSR), on firm
profitability (Aras et al., 2010). Friedman (2007) shows the negative impact on sales performance
and others show the mixed and neutral impact on sales performance (McWilliams and Siegel,
2001). The difference between previous research results allows this study to add new variables to
the study. There exists a gap to study the non-financial sectors of Pakistan. This study explores
the impact of CSR disclosure on sales performance in the non-financial sector of Pakistan.

Based on legitimacy, stakeholder, and agency theory the aim of the study is, to explain
how CSR increases or decreases the firm’s sales performance. Several researchers use the le-
gitimacy theory to explore the association between corporate social responsibilities and sales
performance. According to the theory a firm can operate in society if it operates according to the
value system of society (Gray et al., 1995). Stakeholder theory focuses on stakeholders, theory
considers stakeholders as a key component of business that affects businesses. Freeman and
Medoff (1984) states that a stakeholder is a group of people who can affect by the objective of
the business. After the freeman definition, many researchers further work on this definition.

The study explores the connection between corporate social responsibility reports disclosure
and company sales performance. Sales performance is measured by return on sales from the
buyer’s perspective using the data of Pakistani-listed firms. Return on sales is the proxy of sales
performance (Shi et al., 2020).
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2 Prior Research and Hypotheses Development

Literature in regards to corporate social responsibility (CSR) is rich with many studies, these
studies investigating the relationship among corporations, financial performance, profitability
of the firms and Corporate Social Responsibility exercises of the businesses e.g., (Friedman, 2007;
Nelling and Webb, 2009). However, as per quantitative studies considers it is revealed that there
is agitated proof of the relationship between CSR and corporations’ profitability.

There exists a negative impact of CSR on return on sales. According to Friedman (2007), a
firm should not waste its resources on corporate social responsibility (CSR), and he argues that
the company should maximize profit for the shareholders because shareholders demand a re-
turn. A firm should maximize profits for good efficiency and the satisfaction of shareholders.
Friedman states agency theory, that firms do not waste resources on corporate social responsibil-
ity (CSR) because we can use these resources in another way to maximize profit and wealth. Ac-
cording to agency theory corporate social responsibility negatively affect performance. Nelling
and Webb (2009) applied a fixed-effect model by using time series data revealed that there is no
relationship between CSR and financial performance.

Aupperle et al. (1985) confirmed that profitability is negatively related to a firm’s financial
performance, and CSR. The cost of a firm increases by investing in CSR activities that are not
socially responsible and also a financial burden for the company. This study results supports
the result of my study that CSR negatively impact on return on sales. Many researchers study
corporate social responsibilities which are different from each other since 1950s. Research con-
ducted in the UK on the topic of CSR, profitability, and productivity. The result shows that there
is no significant association between corporate performance and CSR.

Jiao and Xie (2013) revealed that a firm can more invest in corporate social responsibility
(CSR), activities not only for generating more profit for shareholders but also for the benefit of
other stakeholders e.g. customers, employees general public, and society. They try to explore
the relationship between corporate social responsibility (CSR) and profitability. The authors
used a single case study method to handle both qualitative and quantitative analysis of data
and found that there is no clear relationship between CSR and the profitability of firms in the
last five years. They found that corporate social responsibility (CSR), activities are negatively
related to profitability.

Some studies state that there is no relation between CSR and performance (McWilliams and
Siegel, 2001). They said that corporate social responsibility (CSR) just a quality of a firm like
other qualities and a firm uses this quality for the maximization of performance. Aupperle et al.
(1985) revealed that there is no relation among CSR and performance. According to Carroll
(2016), if corporate social responsibility (CSR) is not beneficial for the company, it also not harm-
ful for the company. Aras et al. (2010) proved that a connection exists among size of firm and
CSR but not among corporate social responsibility and firms financial performance. Nelling and
Webb (2009) studied that by using statistical techniques then there was a relationship among the
variables but when fixed-effect model is used then the relationship was weaker, they state the
corporate social responsibilities do not affect the financial performance.

According to earlier researches, the financial performance of a firm rises when a company
follow corporate social responsibility activity but according to Tobin’s financial performance is
reduced when ROA and ROE are used (DiSegni et al., 2015). ROE and ROA are the proxies of
short-term profitability that are used in earlier studies (Kaul and Luo, 2018).

Hu et al. (2021), conducted a study on the value appropriation of manufacturing companies
that use internet technology. During Covid-19 export manufacturing companies have laid-off
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employees and dealt with value appropriation problems and also survival problems resulting
in serious corporate social responsibility (CSR) challenges around the world especially in de-
veloping countries. While some studies discuss the relevant problem in non-western countries,
authors adopt overall world perspective of transaction cost theory and business model to fill
the gap by investing in different dimensions of CSR execution, firm performance. They take a
sample of Chinese listed manufacturing companies; the result of the study shows that the CSR
dimension is negatively related to the performance of the firms.

A study was conducted on the food sector of the Karachi stock exchange for the period of
four years from 2002 to 2006. The study used the multivariate regression analysis and concludes
that their exist is a negative relationship of size on firm’s productivity Bhutta and Hasan (2013).
A study conducted in Malaysia from the time period of 2012 to 2014 with a sample size of 120
firms associates the impact of firm size on profitability (Alarussi and Alhaderi, 2018).

Agency theory is clarified by Jensen (1976), who identified that disclosing information in re-
ports minimizes the agency cost. An agency relationship is a relation among agent and principle
and agency cost arises when conflict exists between agents and principle interest. Agency the-
ory helps to reduce the agency conflicts among shareholders (principal) and managers (agents).
According to agency theory firm should work for shareholders’ interest and for-profit maximiza-
tion, the firm should not waste resources for social purposes. Managers use shareholders’ re-
sources for corporate social responsibility (CSR). From the social viewpoint resources that spend
on corporate social responsibility (CSR) would be more sensibly spent for the firm efficiency.
Agency costs can be reduced by setting a contract between top management and shareholders
(Solomon, 2020).

The difference between previous research results allows this study to add new variables in
the study. Previous studies used inflation, interest rate, and unemployment rate as macroeco-
nomic variables to check the impact on return on sales. This study uses gross domestic product,
foreign direct investment, and financial development of banks and private sector as macroeco-
nomic variables to check the impact on return on sales (Klasing Chen et al., 2015). Szegedi et al.
(2020) examine the impact of CSR on ROE, ROA to measure the accounting base financial per-
formance of the Pakistani listed banking sector. There exists a gap to study the non-financial
sectors of Pakistan. This study explores the impact of CSR disclosure on sales performance on
non-financial sector of Pakistan.

Based on the above-given arguments, the following hypotheses are formulated:

o [Hy:] There is a significant negative impact of CSR on sales performance.

[Hy:] There is a positive or negative impact of leverage on sales performance.

[H3:] There is a significant positive impact of liquidity on sales performance.

[Hy:] There is a positive or negative impact of size on sales performance.

[Hs:] There is a positive impact of the gross domestic product on sales performance.

[Hg:] Financial development of banks negatively impacts sales performance.

[H7:] There is a positive impact of financial development of private sector on sales performance.

[Hg:] Foreign direct investment negatively impacts sales performance.
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3 Data Description and Methodology

3.1 Population and Sample

Non-financial firms which are listed on the Pakistan stock exchange all are taken as a pop-
ulation. The sample size used in this study is 166 non-financial companies listed on PSX from
the period 2009 to 2019.The collection of data is based on the availability of data of non-financial
firms listed on the Pakistan stock exchange. Data related to CSR disclosure is available only
for some of these specific companies. During the selection of data companies with missing ob-
servations were excluded from the sample and including those firms which provide complete
information related to the study is part of this work. To estimate the degree of CSR disclosure
in yearly reports, a checklist containing 20 items was adopted from Haniffa (2002) and Cooke
(2005) to modify the checklist and includes the items which are significant to Pakistani firms.

3.2 Econometric Model

The panel regression model has been used for testing the study hypotheses. Return on sales
is the dependent variable in regressions. The following econometric model has been used to
check the impact of the CSR disclosure index and other explanatory variables on return on sales.

n
vie=fio+ Y _fii xi + it
i=1

ROS;; = fig + [31CSRDL’ + ﬁzLEVit + ﬁgL[Qit + /34SIZEit + ,55LGDP¢

+B6LFDB; + ByLEDT; + BsLFDPS; + "t

Sales performance is the dependent variable, as measured by return on sales (ROS) in this
study. Yan et al. (2020), also used return on sales as a proxy of sales performance. ROS is calcu-
lated as a ratio of operating income to total sales. Independent variables are the corporate social
responsibility disclosure index (CSRDI). Disclosure index is the quantification of disclosure level
in company annual reports. CSR disclosure index is a good proxy for the voluntary disclosure
level provided by a company (Botosan, 1997). Annual reports are the main source of corporate
information. A dichotomous approach is applied if every item in the research instrument-rated
1 if CSR disclosed and 0 if not disclosed. A score of each item was added to obtain the overall
score of each firm. CSRDI calculation formula is as follow:

CSRDIj = =X

0

Xl-]-: dummy variable; 1= if item i was disclosed; 0 = if item i was not disclosed.

Liquidity (LIQ) is measured by a current ratio (CR) in this study. LIQ is calculated by the
Current Ratio (Current Asset divided by Current Liabilities). LEV which represents leverage,
calculate by total debt divided by total assets. Size is calculated by the natural log of total assets.
LFDPS represents Log of financial development of the private sector, LFDB represents the log
of financial development of banks, LFDI represents Log of foreign direct investment and LGDP
which is a log of gross domestic product.
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4 Results and Discussion

To examine the impact of corporate social responsibility, leverage, liquidity, size, gross do-
mestic product, foreign direct investment, financial development of the private sector, and fi-
nancial development of banks on return on sales, a sample was taken out from non-financial
sector which is registered on Pakistan Stock Exchange.

4.1 Descriptive Statistics

Descriptive statistics define data in a meaningful system. It tells about minimum value, max-
imum value, mean value, median value, and standard deviation of the data. It also describes
skewness and kurtosis of data. Descriptive results for dependent variable return on sales and
explanatory variables; corporate social responsibility disclosure index, size, financial develop-
ment of banks, foreign direct investment, financial development of the private sector, and gross
domestic product have been explained in following table.

Table 4.1: Descriptive Statistics

Variables Mean Median Max Min Std. Dev Skewness Kurtosis

ROS 0.085 0.051 0.953 1.00E-05 0.110 3.141 16.7

CSRDI 0.609 0.051 3.014 0.000 0.607 1.288 4.117
LEV 0.517 0.531 0.903 0.031 0.195 -0.239 2.200
LIQ 0.046 0.013 0.580  0.0002 0.078 3.06 14.176
SIZE 15.762 15579  20.256  12.575 1.475 0.343 2.737
LFDB 2.858 2.82 3.12 2.73 0.128 1.031 2.643
LFDI -0.289 -0.26 0.33 -0.96 0.360 -0.062 2.479
LFDPS 2.863 2.83 3.12 2.73 0.126 0.987 2.595
LGDP 6.953 6.94 7.09 6.9 0.053 0.550 1.897

Note: The dependent variable is sales performance which is measured by ROS and the inde-
pendent variable is corporate social responsibilities disclosure index (CSRDI), Liquidity (LIQ),
leverage (LEV), size, LFDPS represent Log of financial development of the private sector, LFDB
represents the log of financial development of banks, LFDI represents Log of foreign direct in-
vestment, and LGDP which is a log of gross domestic product, are other explanatory variables.

The above table describes the descriptive statistics of all variables that are used in this study,
the mean value of return on sales is 0.085, its mean firms earn an average of 8.5% on sales. The
median value is 0.051 and the standard deviation is 0.110. Return on sales is used as a proxy
of sales performance. The minimum and maximum values of return on sales are 0.000015 and
0.953. Skewness and kurtosis are 3.141 and 16.7.

The mean value of the corporate social responsibility disclosure index is 0.609, the median
value is 0.051 and the standard deviation is 0.607. The minimum and maximum values of the
corporate social responsibility disclosure index are 0.000 and 3.014. Skewness and kurtosis are
1.288 and 4.117.
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The mean value of leverage is 0.517 which means the company uses 51% debt, the median
value is 0.531 and the standard deviation is 0.195. Minimum and maximum value is 0.031 and
0.903. Skewness and kurtosis value is -0.239 and 2.200. Minimum and maximum value of lig-
uidity is 0.0002and 0.580. The mean value is 0.046, median value is 0.013 and standard deviation
is 0.078. Skewness and kurtosis value is 3.06 and 14.176. Mean value of size is 15.762, median
value is 15.579 and standard deviation is 1.475. Minimum and maximum value is 12.575 and
20.256. Skewness and kurtosis value is 0.343 and 2.737.

The mean value of the log of financial development of banks is 2.858, median value is 2.82
and the standard deviation is 0.128. Minimum and maximum value is 2.73 and 3.12. Skewness
and kurtosis value is 1.031 and 2.643. The mean value of the foreign direct investment is -0.289,
median value is -0.26 and standard deviation is 0.360. Minimum and maximum value is -0.96
and 0.33. Skewness and kurtosis value is -0.062 and 2.479.

The mean value of financial development of private sectors is 2.863, median value is 2.83
and standard deviation is 0.126. Minimum and maximum value is 2.73 and 3.12. Skewness and
kurtosis value is 0.987 and 2.595.The mean value of gross domestic product is 6.953, median
value is 6.94 and standard deviation is 0.053. Minimum and maximum value is 6.9 and 7.09.
Skewness and kurtosis value is 0.550 and 1.897.

4.2 Correlation-Matrix Analysis

To check the potency of the relationship among independent and dependent variables corre-
lation analysis is done. In Table 2 correlation analysis is done and analysis tells about association
among dependent and independent variables and also between independent variables.

Correlation tells about the association between the variables. It tells about variables that
are strongly or weekly correlated with each other. Return on sales is negatively correlated with
CSRDI (-0.022), which means when the corporate social responsibilities increase then return on
sales will decrease.

Liquidity and return on sales are negatively correlated with each other. Liquidity is neg-
atively correlated to return on sales (-0.021).This indicates that when liquidity decreases then
return on sales will increase because firms having low liquidity earn more profit. Liquidity
means firms can pay their short-term obligations. Firms with low liquidity earn a high profit
because they meet their obligations timely. Leverage is negatively correlated to return on sales
(-0.028). This means when leverage decreases return on sales will be increased. Because high
performing firms use their internal resources first then go for external resources. Firms that fi-
nance low debt earn more profit. Size is positively correlated to return on sales (0.160) it means
both are move in the same direction. When size of the firm increases return on sales will also
increase. Large firms have more return on their sales so company profitability increases. The
financial development of banks is positively correlated to return on sales (0.270). The financial
development of the private sector is positively correlated to return on sales (0.277). Foreign di-
rect investment is negatively correlated to return on sales (-0.025). Gross domestic product is
positively correlated to return on sales (0.418).

Liquidity is positively correlated with corporate social responsibility disclosure index (0.266).
When liquidity increase then corporate social responsibilities disclosure index will also increase.
Leverage is negatively correlated to corporate social responsibility disclosure index (-0.089). Size
is positively correlated with corporate social responsibility disclosure index (0.533). Larger firms
disclose more social responsibilities than smaller firms. Corporate social responsibility disclo-
sure index is negatively correlated with financial development of banks (-0.162). Foreign direct
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Table 4.2: Correlation Analysis

Variables: ROS CSRDI LIQ LEV SIZE LFDB LFDI LFDPS LGDP

ROS 1

CSRDI -0.022 1

LIQ -0.021  0.266 1

LEV -0.028  0.089  0.193 1

SIZE 0160 0.533 0.089 0.025 1

LFDB 0270 -0.162 0.005 0.127 -0.127 1

LFDI -0.024 -0.061 0.031 0.026 -0.049 0.674 1

LFDPS 0276  0.163 0.033 0.129 -0.127 0.590 0.66011 1

LGDP 0418 0.181 0.024 -0.158 0.151 -0.555 0.030 -0.565 1

Note: The dependent variable is sales performance which is measured by ROS and the independent
variable is corporate social responsibilities disclosure index (CSRDI), liquidity (LIQ), leverage (LEV),
size, LFDPS represent Log of financial development of private sector, LFDB represent log of financial
development of banks, LEDI represent Log of foreign direct investment and LGDP which is log of gross
domestic product, are other explanatory variables.

investment negatively correlated with corporate social responsibility disclosure index (-0.061).
Financial development of private sector is negatively correlated with corporate social respon-
sibility disclosure index (-0.163). Gross domestic product is positively correlated to corporate
social responsibility disclosure index (0.181).

Leverage is negatively related to liquidity (-0.193). Size is positively correlated with liquidity
(0.089). Financial development of banks positively correlated with liquidity (0.005). Financial
development of private sector is positively correlated with liquidity (0.033). Foreign direct in-
vestment is positively correlated with liquidity (0.031). Gross domestic product is positively
correlated with liquidity (0.024).

Size is positively correlated with leverage (0.025). Financial development of private sector
is positively correlated with leverage (0.129). Financial development of banks is positively cor-
related with leverage (0.127). Leverage is positively correlated with foreign direct investment
with (0.026). ). Leverage is negatively correlated with gross domestic product with (-0.158).

The financial development of private sector is negatively correlated with size (-0.127). Finan-
cial development of banks is negatively correlated with size (-0.127). Gross domestic product is
positively correlated with size (0.151). Foreign direct investment is negatively correlated with
size (-0.049).

Foreign direct investment is positively related with financial development of banks (0.674).
Financial development of private sector is positively correlated with financial development of
banks (0.590). Gross domestic product is negatively correlated with financial development of
banks (-0.555). Foreign direct investment is positively correlated with financial development
of private sector (0.660). Foreign direct investment is positively correlated with gross domestic
product (0.030). Financial development of private sector is negatively correlated with gross
domestic product (-0.565).
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4.3 Regression Analysis

Regression analysis is formulated to understand the effect of explanatory variables on sales
performance. These results have been applied to understand the impact of CSR and other ex-
planatory variables on firm sales performance. In Table 3 regression analysis has been done.

44 Common Effect Model

Table 4.3: Impact of Corporate Social Responsibility Disclosure Index
on Return on Sales (CCM)

Variable Coefficient Std. Error T-Statistic P-value Sig.

C 3.938 0.641 6.143 0.000  (**)
CSRDI -0.016 0.005 -3.096 0.002  (**)
LEV -0.073 0.014 -5.339 0.000  (**)
LIQ -0.049 0.035 -1.407 0.160

SIZE 0.0213 0.002 10.299 0.000  (**)
LFDB -0.933 0.662 -1.409 0.159

LFDI -0.039 0.014 -2.800 0.005  (**)
LFDPS 1.133 0.662 1.712 0.087 *)
LGDP 0.680 0.077 -8.777 0.000  (**)
R-squared 0.259 Observations 1374
F-statistic 59.674 Prob. (F-statistic) 0.000

¥ P <0.01,* P <0.05*P<0.1

4.5 Redundant Effect Model

Likelihood Ratio test is used to check which model is appropriate between fixed effect and
random effect for the analysis.

Table 4.4: Likelihood Ratio Test

Effects Test Statistics d.f Prob.
Cross-section F 5.76 (1631202) 0.000
Cross-section chi-square ~ 793.14 163 0.000

A result of likelihood test is significant, P-Value < 0.05 it mean fixed effect model will be
appropriate.
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4.6 Hausman Test

Random effect test is used to check which method is best for study; probability is significant
which shows that fixed effect model appropriate for the study.

Table 4.5: Hausman Test

Test Summary Chi-sq. Statistics Chi-sq. d.f. Prob.
Cross-section random 18.686697 8 0.0166

Results of Hausman test is significant, P-Value j 0.05 it also indicates that fixed effect model
will be appropriate.

4.7 Fixed Effect Model and Random Effect Model

The random effect test and redundant effect test shows that the fixed effect model is appro-
priate for the study. The main objective of result discussion is to ensure that study results are
whether consistent with other previous studies.

There is a negative impact of CSR on return on sale which indicates that when corporate
social responsibility to decrease firm return on sales will increase. Agency theory and share-
holder’s theory describe that CSR is a financial burden for corporations and this type of activity
is wastage of resources. It means the firm cannot waste its resources on corporate social respon-
sibility but should focus on stockholders’ interest within the framework of the society’s demand.
Investors demand high returns and say that firms should focus on profit maximization, not on
corporate social responsibilities. The results of the study are also consistent with the results of
(Friedman, 2007).

There is a significant negative impact of leverage on return on sales. This negative impact
was supported by the pecking order theory, which state that firm should use their internal re-
sources to finance their assets first, and when firms internal resources is insufficient and there
is no other option than firms should use external resources to finance their assets. Based on
this pecking order theory high performing firms use low debt levels in their capital structure as
compared to other firms. There is a significant and positive impact of gross domestic product
and financial development of private sector on return on sales. There is a significant negative
impact of financial development of banks and foreign direct investment on return on sales. The
R-squared value explains that 58.4% variation occurred in sales performance (dependent vari-
able) is explained by independent variables corporate social responsibility (CSR).

5 Conclusion

This study has been conducted to examine the relationship among sales performance and
corporate social responsibility disclosure index of 166 non-financial firms listed on the Pakistan
stock exchange during the time period of 2009 to 2019. Firm sales performance is measured with
return on sales. The main purpose of the study is to investigate the impact of CSR disclosure on
sales performance under empirical validity of theories in developing country Pakistan. These
theories contain stakeholder theory, legitimacy theory, and agency theory, to check the impact
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Table 4.6: Effect of CSRDI on Return on Sales (FEM, REM)

Fixed Effect Random Effect
Variables Coefficient t-Statistic Prob. Coefficient t-Statistic Prob.
C 3.723 7.069 0.000 3.931 7.600 0.000
CSRDI -0.018 ** -1.952 0.051  -0.020 *** -2.793 0.005
LEV -0.047 * -1.909 0.057  -0.065 *** -3.489 0.001
LIQ 0.053 1.146 0.252 0.012 0.295 0.768
SIZE -0.003 -0.314 0.754  0.020 *** 5512 0.000
LGDP 0.593 *** -8.233 0.000 0.918 -1.730 0.084
LFDB -1.019* -1.915 0.056  -0.042 *** -3.807 0.000
LFDI -0.045 *** -4.031 0.000 1.118 ** 2.108 0.035
LFDPS 1.209 ** 2.273 0.023  -0.676 *** -10.658 0.000
R-Squared 0.584 0.299
Adj. R-Squ 0.524 0.295
F-Statistics 9.869 72.698
Prob-F-stat. 0.000 0.000

#*P <0.01,*P<0.05*P<0.1

of CSR on sales performance. Past studies have explained more about corporate social respon-
sibility disclosure but no one uses corporate social responsibility disclosure impact on return on
sales in Pakistani non-financial firms. Research contains descriptive statistics which describe the
data, it tells about mean, median, maximum value, and minimum value of data; also about the
standard deviation of data. Correlation is used to reveal how strongly variables are related to
each other. Panel data regression is applied in which the fixed-effect method is used as a final
model for statistical analysis. Study use sales performance as a dependent variable which is
measured by return on sales and CSR disclosure as an independent variable. Leverage, liquid-
ity, size, financial development of banks and private sector, GDP, and FDI all are included in the
study to find the impact on sales performance.

This study found a significant but negative association between corporate social responsibil-
ity and return on sales. It reveals that social responsibility is a cost for the firms and stakeholders’
demand for high profit. So, when corporate social responsibilities will increase that return on
sales will move in the opposite direction. The study also revealed a significant negative rela-
tionship of leverage on return on sales. A firm that is high in leverage tends to be low in profits.
Foreign direct investment, Gross domestic product, and financial development of banks have a
significant negative impact on return on sales. The financial development of the private sector
is significantly positively correlated to return on sales. Size and liquidity are not significantly
related to return on sales.

The limitation of this study is regarding data collection, variables specification, and deter-
minants used in this study. There is a limitation regarding model specification in terms of not
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involving all possible elements regarding corporate social responsibility disclosure. Based on
the above results there are some recommendations for future work. Large sample size should
be included instead of focusing on the non-financial sector of the Pakistan stock exchange. This
study only uses corporate social responsibilities disclosure for exploring the effect on sales per-
formance, the future study can include some other variables also which can affect sales. This
experimental research in the Pakistani non-financial sector will inspire future researchers in in-

ventions in research in this area and can also apply to other areas.
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