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The findings reveal that philanthropic disclosure positively affects a firm’s
financial performance. The findings of this study have important implications for
policymakers, academic, and businesses and society. The study findings
highlight the importance of philanthropic activities for stakeholders such as
customers, the society, and investors. Policymakers should support the creation
of a philanthropic policy for Saudi firms.

For managers, the findings also suggest that corporate CEOs and boards need to
establish a committed internal philanthropic policy that helps coordinate
communication between the firm and stakeholders. Philanthropic policy enables
firms to attract stakeholders, which in turn enhances their profitability. This study
has a few limitations, which provide opportunities for future research. The findings
are limited to Saudi Arabia. Further research may examine the impact of
philanthropic disclosure on firms’ financial performance in other institutional
contexts in which they adopt different philanthropy systems. Finally, future
research could investigate the determinants of philanthropic disclosure among

the listed Saudi companies.

Neef Alwadani
The Impact of Philanthropic Disclosure on Firm Performance among Saudi-Listed Companies on Tadawul



€ ]
Accounting Research - Volume (16) No. (2) - 1446H - 2025G ~ *®

CPD is positively and significantly associated with FP in both the ROA and ROE
models (p-value < 0.00, one-tailed significance). The results of this study confirm that
CPD practices among listed Saudi companies lead to improved financial
performance. The findings of this study are consistent with stakeholder theory and
previous studies (Lee & Jung, 2016; Choongo, 2017; Nyeadi et al., 2018). Therefore,
this hypothesis was accepted. Further, philanthropic initiatives and disclosure
strategies advance stakeholders ’perceptions of the business organization, which
builds up its reputation and image among all stakeholder groups. Hence, firms with a
good image and reputation achieve desirable financial performance (Morris and

Bartkus,2015).

Table 5: OLS analysis results- ROA & ROE (N=189)

ROA ROE
Variables Coef t P= |t Coef T P= |t
Hypothesized Variable
CFD 0.023 1.942 0.035 0.036 2.403 0.018
Control Variables
BZ -0.003 -1.491 0.139 -0.004 -1.531 0.128
BMT -0.006 -2.443 0.016 -0.009 -28 0.006
BIND -0.033 -0.67 0504 -0.056 -0.915 0.362
AUDITTYFE -0.038 -1.262 0209 -0.055 -1.489 0.145
ACIND 0 1.541 0.126 0 1.458 0.147
ACEXP 0.023 1.951 0.033 0.03 2.016 0.046
FSIZE -0.012 -1.540 0.124 -0.014 -1.478 0.142
LEV -0.023 -3.021 0.003 -0.024 -2.324 0.022
Adjusted B2 0.140 0.137
P-value 0.001 0.002
Model F-stat. 3.298 3.232

5. SUMMARY AND CONCLUSION:

This study examines the impact of philanthropic disclosure on Saudi firms’ financial
performance. This study argues that philanthropic practices drive firms to enhance
their financial performance. This study employs stakeholder theory to explain how

firms enhance their relationships with stakeholders.
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Table 4: Correlation matrix of independent variables (N = 189)

Variables 1 2 3 4 5 & 7 8 9
1 1
2 -018 1
3 070 032 1
4 -.088 073 -.066 1
3 003 =127 056 220 1
6 113 065 009 128 -.147" 1
7 349" 074 282" -.175" -.014 116 1
3 .158* -.134 054 -020 -111 174* 071 1
9 373" -.012 -047 -257" -.016 012 205" 139 1

(1) CPD, (2) BZ, (3) BMT, (4) BIND, (5) ACIND, (6) AC_EXx, (7) FSIZE (8) LEV, (9) AUDITTYPE.

4.2. Regression results

This study uses pooled ordinary least squares (OLS) to evaluate the effect of the
hypothesized variable on financial firm performance using SPSS. Table 5 documents
the estimated model coefficients, associated significant test results, adjusted R-
squared values, and F-values for the firm’s financial performance models. Table 5
reports the results of the Pooled OLS regressions for the two firms’ financial
performance models. The analysis showed that the F-values of the two models were
statistically significant at the 1% level, demonstrating that the overall model can be
interpreted. The two models displayed an acceptable level of explanatory power,
indicated by values of 0.140 and 0.137 for ROA and ROE, respectively. The statistics
show that the ROA model explains 14% of this variance, and the ROE model explains
13.7 % of the total variance in the financial performance. The results show a positive
relationship between philanthropic disclosure and financial performance in the Saudi

Arabian market.
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The average number of board meetings (BMT) per year is 6.093, and the mean of the
audit type is .06, which indicates a Big 4.

Regarding firm-specific control variables, the average firm size (FSIZE), measured as
the natural logarithm of total assets, is 24.378 and the average leverage (LEV) is

0.593.

Table 3: Descriptive Statistics

Variables N Minimum Maximum Mean Std. Deviation
ROA 189 -14 38 0489 076035
EOE 189 -23 38 0573 08964
CFD 189 0 1 32 A7

BZ 189 1.00 25.00 09577 2.71879
BMT 129 2.00 13.00 6.0930 2.13396
BIND 189 09 .80 4244 12711

ACIND 188 00 100.00 64.9030 26.45011
AC Ex 189 00 1.00 3122 6461
AUDITTYPE 189 0 1 063 24
FRIZE 189 20.030 28401 24378 1.756
LEV 189 00 3.0 5923 254992

Table 4 presents the correlation matrix of the variables used in this study. According
to a prior study (Wooldridge, 2013), multicollinearity is a significant issue when two or
more explanatory variables have a high correlation. Multicollinearity exists when the
correlation coefficient is greater than or greater to 0.8 (Gujarati, 2003). Therefore,
Correlation analysis was used to determine the existence of multicollinearity between
independent variables. There was no significant multicollinearity among the

independent variables, as shown in Table 4.
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and firm characteristics. This study’s final unbalanced sample included 189 firm-year
observations in Saudi Arabia. The sample was selected from nine sectors:
telecommunications, healthcare, financial and real estate, consumer discretionary,
consumer staples, industrials, basic materials, energy, and utilities. Table 2 shows the

sample distribution per sector and year.

Table 2: Sample distribution

Distribution by Sector Di;:“;f:;un

Telecommunication 12 2014 ]
Healthcare 3 2015 14
Financials and real estate T8 2018 14
Consumer discretionary 4 2017 16
Consumer staples 14 2018 34
Industrials 12 20149 36

Basic materials 45 2020 42
Energy and utilities 13 2021 27
189 189

4. Empirical results and discussion

4.1. Descriptive Statistics and Correlation Matrix

Table 3 provides the descriptive statistics of the variables. It describes the mean,
standard deviation, minimum, and maximum values of each variable in the sample
dataset. Table 3 presents the return on assets (ROA), return on equity (ROE), CPD,
and control variables, including corporate governance and firm characteristic variables
across all firms in the sample. Table 3 shows that the average ROA score is .0489,
while the mean ROE is 0.0573, an the average, 32% of firms have reported
philanthropic activities.

For corporate governance, the audit committee independence (ACIND) averages 65%,
the average number of audit committee expertise is .321, the average board size (BZ) is
9.957 members, and board independence (BIND) is 0.424, indicating that less than half

of the board members are independent.
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Audit committee expertise (ACEXP) is measured as a dummy variable, where 1

indicates that the audit committee includes expertise and 0 otherwise (ElHawary, 2021).

For firm-specific characteristics, we measured firm size (FSIZE) as the natural logarithm

of total assets and leverage (LEV) as the ratio of total debt to total assets. Sector and

year dummy variables (Omer et al., 2020; Ananzeh, 2024).

Tahble 1: Variahles definitions and meazurements

Variables | Definition Measurement
Dependent variables
BOA Feturn on assets | Measured as a percentage of net income to common equity.
ROE Feturn on assets | Measured as 2 percentage of net income to total assets.
Independent variable
CFPD Philanthropic A dummy variable that takes the value 1 for philanthropic
dizclosure dizclosure and the value 0 otherwise
Control variables
BZ Board size Number of directors on the board
BMT Board mestings Number of board mestings held during the year
BIND Independent board | Proportion of independent directors on the board
director
ACIND Independent audit | Proportion of audit committee members who are independent
cominittee member
AC Ex Audit committes A dummy variable that takes the value of 1 if there is one or
financial expertize more experts and (0 if none.
AUDITTYPE Andit type A dummy variable, where 1 indicates that the firm is audited
by one of the Big Four firms and 0 othenwrize.
FSIZE Firm z1ze The total assets owned by the firm measured as the natural
logarithm of total assets.
LEV Firm leverage Measured as a percentage of total debt to total
equity

3.3. Sample Selection

This study examined the impact of corporate philanthropic disclosure on firms’ financial

performance. The sample comprises Saudi-listed companies on the Saudi Stock

Exchange from 2014 to 2021. We used the Eikon database to collect data on these

variables. We exclude some observations because of missing corporate governance
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In Model 1, we use ROA:

ROA = 0 + 1 CPD + B2 BZ + B3 BMT + B4 BIND + 5 AUDITTYPE + 6 ACIND + p7
ACEXP+ BSFSIZE + BSLEV +¢... RSN S SO URTRURRUR RN (D

In Model 2, we replace the ROA with ROE:

ROE = [0 + Bl CPD + B2 BZ + B3 BMT + B4 BIND + p5 AUDITTYPE + p6 ACIND + B7
ACEXP+B8FSIZE + BELEV + €. oo 2

.2. Data and variables

3.2.1. Dependent variable

Following prior studies (Omer et al., 2020; Alghizzawi et al., 2022), the dependent
variables in the two models are return on assets (ROA) and return on equity (ROE),
both of which are accounting measures.

3.2.2. Independent variable and control variables

Independent variables are measured using a dummy variable that equals one if a
philanthropic report is available and zero otherwise (Brammer and Millington, 2008).
Additionally, prior studies show a link between internal governance mechanisms and
financial firm performance (Bhagat and Bolton, 2008; Danilov, 2024). This study
controls for governance and firm-specific variables in the analysis (Ananzeh, 2024;
ElHawary, 2021). The governance variables include the proportion of independent
directors on the audit committee (ACIND), board size (BZ) measured by the total
number of directors, and board independence (BIND) calculated as the ratio of
independent directors to the total number of board members. Additionally, we measured
board activity based on the total number of board meetings held during the year (BMT).
The type of audit firm (AUDITTYPE) is measured as a dummy variable, where 1

indicates that the firm is audited by one of the Big Four firms and O otherwise.
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companies. Different groups of stakeholders in Saudi Arabia, including customers, shareholders,
creditors, and government entities, may have vested interests in corporate philanthropic
activities. Based on the above discussion, we propose the following direct hypothesis:

H1: There is a positive relationship between corporate philanthropic disclosure and firm

performance.

Figure 1 illustrates the relationship between corporate philanthropic disclosure (CPD) and

financial firm performance (FP).

Control
variables

Figurel: conceptual framework

3. Research mothed
3.1. Empirical Model
This study adopts pooled OLS regression to test the relationship between corporate
philanthropic disclosure and firm financial performance, since the dependent variable is a
continuous measure. The hypothesized variable philanthropic disclosure is measured as a
dummy variable that takes the value of 1 for philanthropic disclosure and 0 otherwise. The

definitions and measurements of all variables are shown in Table 1.
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Wokutch and Spencer (1987) demonstrate that corporate generosity positively influences
financial success. Additionally, Weichieh and Steve (2018) indicate a positive relationship
between the disclosure of philanthropic efforts and firm value, employing CEO tenure as a
moderating variable. In an analysis of 537 firms listed on the London Stock Exchange from 1990
to 1999, Brammer and Millington (2008) discovered that companies with either exceedingly high
or low levels of charitable engagement outperformed those with an average level of
philanthropy. In the intermediate term, firms displaying notably low levels of charitable
contributions fare better than those displaying exceptionally high levels of philanthropic activity.
On the contrary, some argue that corporate philanthropy adversely affects overall financial
performance, as it incurs costs for the company and redirects funds away from public welfare
(Jensen, 2002; Masulis & Reza, 2015). Additionally, corporate philanthropy compels managers
to experience societal pressures, potentially prioritizing personal interests and career
advancement over increased philanthropic expenditures (Galaskiewicz, 1997). Wang, Choi, and
Li (2008) presented findings from a panel dataset of 817 U.S. firms listed on stock exchanges
between 1987 and 1999, revealing an inverse U-shaped relationship between philanthropic
initiatives and financial performance. Meanwhile, Seifert, Morris, and Bartkus (2004), using a
sample of 157 Fortune 1000 companies, find that corporate philanthropy has minimal impact on
financial success.

In recent years, corporate participation in social responsibility initiatives, including philanthropic
programs, has become increasingly prevalent in Saudi Arabia (Driss and Jaballah, 2025). Vision
2030 in Saudi Arabia has encouraged businesses to contribute to charitable organizations and
engage in community activities (Driss and Jaballah, 2025; Alwadani et al. 2024). Therefore,
numerous companies are motivated to make donations and disclose their actual payments in
annual reports, as Saudi Arabian stakeholders are likely to demand such transparency (Driss
and Jaballah; Habbash, 2016). Charitable donations can help corporations foster strong
relationships with stakeholders and potentially receive more favorable treatment from them in
the future (Hoi et al., 2019). To the best of our knowledge, limited research has examined the
impact of corporate philanthropic disclosure on the financial performance of Saudi Arabian listed
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for stakeholders to assess a business’s philanthropic influence (Godfrey, 2005), which can help
manage their expectations (Li et al., 2018). Consequently, business organizations can foster
strong relationships with their stakeholders, gain their support, and build their reputation,
ultimately leading to increased financial performance (Saini et al., 2023; Orlitzky et al., 2003).
Moreover, philanthropy improves building a distinctive brand image and fosters meaningful
engagement with stakeholders by addressing their social interests (Su and Sauerwald, 2018;
Saini et al., 2023; Malik, 2015).

Carroll (1979) identified social responsibility as a set of obligations that businesses are expected
to fulfil, encompassing economic, ethical, and philanthropic responsibilities. Consequently,
corporate philanthropy is recognized as a form of strategic CSR through philanthropic initiatives
(Cha and Rew, 2021; Driss et al., 2025).

Several studies have found a link between corporate philanthropy and financial performance,
although the nature of this relationship remains unknown (McWilliams & Siegel, 2000; Margolis
& Walsh, 2003; Orlitzky et al., 2003). Empirical studies on the relationship between corporate
philanthropy and corporate financial performance have yielded a variety of outcomes (Brammer
and Millington, 2008; Wang et al., 2008). Corporate philanthropy helps businesses attract
stakeholders to obtain resources to improve their performance by strengthening their reputation
(Fombrun & Shanley, 1990). Publicizing corporate philanthropy has the potential to enhance a
company's reputation, serving as an intangible strategic resource that contributes to improved
performance (Fombrun et al., 2000; Godfrey, 2005; Surroca et al., 2010). While Griffin and
Mahon (1997) establish significant correlations between financial performance and various CSP
indicators of corporate social performance, they do not find a significant association with
corporate giving. Similarly, Berman et al. (1999) found no correlation between a company's
financial performance and its engagement in community relations. According to a meta-analysis
performed by Orlitzky et al. (2003), there is a positive association between corporate
philanthropy and firms’ financial performance. This relationship is more substantial than the
correlations observed between other variables of corporate social performance and financial
performance.
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establish a positive correlation between corporate philanthropy and business performance.

Even with the continuous economic advancements and recent institutional and legal reforms in
Saudi Arabia, uncertainties persist regarding how companies react to philanthropic activities.
The connection between philanthropy and performance in Saudi Arabia remains inadequately
explored, with numerous unanswered questions. This study aimed to provide additional
empirical evidence, especially in situations where the findings of previous studies may not be
applicable in the context of Saudi Arabia. Recognizing these limitations, further empirical
investigation is necessary to fully understand the relationship between corporate philanthropy
and firm performance. To the best of our knowledge, there is a lack of empirical evidence on
how philanthropy influences Saudi companies’ performance. Owing to its unique characteristics,
the Saudi Arabian market may result in different correlations and perspectives in research on
this topic, contributing a novel angle to the ongoing debate. Additionally, this study enhances our
understanding of philanthropy and performance by establishing an initial empirical connection
between the disclosure of corporate philanthropy and performance.

The remainder of this paper is organized as follows: Section 2 provides a relevant literature
review and hypothesis development. Section 3 presents the research method, and Section 4
presents the empirical results and discussion. Finally, Section 5 concludes the paper.

2. Literature review and hypothesis development

All stakeholders such as investors, clients, employees, and society demand that firms conduct
philanthropic activities. By adopting philanthropic initiatives, they voluntarily demonstrate and
align with stakeholders™ interests (Chiuand and Wang,2015; Habbash, 2016). Consequently,
companies incorporate philanthropic activities into their business strategies and disclose their
commitment to social responsibility, thus enhancing their image among customers, investors,
and the government (Brammer and Millington 2005; Saiia et al. 2003). A good image of
companies leads to an increase in their profit by achieving stakeholder satisfaction.

According to stakeholder theory, firms have interrelated relationships with stakeholders
(Mahajan et al. 2023). Therefore, firms’ financial success depends on their stakeholders’

expectations (Candio, 2024). Social activities, including philanthropy, serve as an effective tool
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Therefore, this study employs philanthropic disclosure, a specific aspect of CSR, to explore the
impact of philanthropic disclosure on firms’ financial performance.

A business organization’s reputation derived from philanthropic giving may be an intangible
strategic resource that increases firms’ financial performance (Su and Sauerwald, 2018;
Bergstrom & Diedrich, 2011; Godfrey, 2005; Lev, Petrovits, & Radhakrishnan, 2010; Surroca,
Tribd, & Waddock, 2010; Ananzeh, 2024). Philanthropic activities have emerged as a critical
challenge for corporations, as they strive to become socially responsible organizations (Saiia et
al. 2003). Accordingly, philanthropic giving is a common and effective tool for corporations,
whether large or small-to-medium-sized corporations (Ananzeh, et al., 2022).

Philanthropic giving is not limited to social causes; it may include other forms, such as art and
education (Su and Sauerwald 2018). Although philanthropic donations are voluntary in
transferring the wealth of firms to society, some business organizations may have limited
resources; they are making a strategy of philanthropic donations as part of their philanthropic
programs (Bennett, 1998; Yu et al., 2021). Therefore, philanthropic strategies may lead
businesses to improve their reputation and image, foster customer loyalty in their communities,
and improve financial performance (Driss and Jaballah, 2025).

Business organizations are under increasing pressure from governments, customers, and
investors to perform a good deed to get a better image and satisfy society (Alwadani et al.,
2024). For instance, Saudi Arabia's 2030 vision places three main pillars, one of which is a
vibrant society (Driss and Jaballah, 2025). Therefore, Saudi business organizations are
increasingly adopting social responsibility, including philanthropy, which is crucial for people’s
quality of life (Driss and Jaballah, 2025; Alwadani et al., 2024). No prior studies have specifically
considered the impact of CPD on FP within the context of Saudi Arabia. The majority of existing
literature has mainly focused on exploring the relationship between CSR disclosure, as a broad
concept, and firm performance (Driss and Jaballah, 2025; Alotaibi and Hussainey 2016).

This study is prompted by the recognition that prior research has predominantly concentrated on
both developed and developing nations (Griffin and Mahon, 1997; Wokutch and Spencer, 1987,

Seifert et al., 2004; Brammer and Millington, 2008). Nonetheless, these studies do not clearly
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Abstract

This study examines the relationship between corporate philanthropic disclosure (CPD) and
firms’ financial performance (FP) in the Saudi context. The final sample consists of 189 firm-
year observations, including financial and non-financial Saudi listed companies on the Saudi
Stock Exchange for the period 2014-2021. This study employs the stakeholder theory to
explain the impact of philanthropic disclosure on financial performance. The pooled ordinary
least squares (OLS) regression results indicate a significant positive association between
philanthropic disclosure in both return on assets (ROA) and return on equity (ROE).
Managers should establish a strategy to adopt philanthropic disclosures that help coordinate
communication between firms and stakeholders.

Keywords: Philanthropic disclosure, performance, Saudi Arabia

1. Introduction

In recent years, business organizations have increasingly focused on corporate social
responsibility (CSR) to manage their societal impact. CSR helps businesses obtain
opportunities to define their social roles, which are ultimately related to their overall
performance (Cho et al., 2019; Ananzeh et al., 2022; Ting, 2021; Ananzeh, 2024; Wang et
al., 2008). Hence, CSR has been identified as an effective tool to enhance the relationship
between a firm and its stakeholders (Yoon and Chung, 2018).From a social perspective,
companies are responsible for engaging in social initiatives that support and advance
societal goals, going beyond just focusing on financial performance (Cha and Rew, 2021;
Wu et al., 2020). Corporate social responsibility includes several components, such as the
environment, human resources, customers, employees, and philanthropic activities (Carroll,
1991; Omair et al., 2016). Although extensive research has been conducted on how CSR
affects financial performance, corporate philanthropic activities have received little attention
(Ananzeh, 2024). Moreover, in developing countries, most companies practice philanthropic
donations because of cultural, religious, and family values (Al daaya, 2017; Tilt, 2016).
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