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Abstract 

This research examines the association between corporate social responsibility (CSR) disclosure of Palestine's Manufacturing sector 
listed on the Palestine Exchange (PEX) and stock return. The study used the CSR. Index as a measure of CSR; the employed 
technique is content analysis to collect CSR data disclosed in the reported financial statement for the years from 2014 until 2021, 
comprised of 99-year observation, data published on the Palestine Exchange (PEX) website was the source of stock returns in addition 
to published reports.The result was that there is a negative non-significant relation between stock returns differentials and CSR level 
of disclosure; one explanation for this result is that PEX is a nonefficient stock market that disclosed information is not adequately 
nor timely reflected on stock price; another result is that there is no effect of firms size on the relation on CSR and stock returns. 
Research findings recommended conducting further research on the motivation of CSR disclosure for Palestinian companies in addition 
to investigating the determinate of CSR discloser on each CSR dimension and its effect on stock returns such as CSR toward employees, 
CSR towards the environment and exploring other variables such as the relation between the amount spent on CSR and other 
variables such firm profitability to shed more light on the importance of CSR on firms performance. 

Keywords: Corporate social responsibility, manufacturing companies, Stock returns, PEX 

Introduction 

A successful business today anticipates society's future needs. It adjusts its business priorities according 
to society's new requirements, ensuring they have the resources to continue doing business within the 
welfare of stockholders. 

In past research, there are two parties with contradicting views about the effect of corporate social 
responsibility (C.S.R.) in business; one is supportive of the importance of C.S.R. on firm stock return 
performance, as a socially conscious and caring manager can run a firm with exceptional financial 
outcomes and makes a positive impact on the environment and stakeholders this view is advocated by 
Moskowitz (Alexander & Buchholz, 1978). The other view is the opposing viewpoint, which argues that 
CSR firms will face high costs due to increased expenses incurred by CSR activities and thus affect firm 
performance. This view is advocated by Vance(Al-Shammari, M.A., Banerjee, S.N. and Rasheed, 2021; 
Karsh, 2019). 

The significance of CSR disclosure is derived from the fact that stockholders are keen to buy shares in 
firms involved with CSR activities rather than those that are not, as CSR strengthens financial results 
and facilitates access to capital, improves the corporate image, increases consumer loyalty, and decreases 
operating expenses (Said et al., 2009), fulfilling clients' perceptions as a contributor to resolving 
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community issues, particularly economic inequality and unemployment. Also, caring about the 
community while doing business is anticipated to impact their business outcome and performance 
significantly; as a result, they obtain trust from their clients and anticipate the impact on the market value 
reflected by sock price. (Leinonen, 2022)  

 Most published findings on corporate social accountability are conducted in developed nations. (Ayuso 
& Argandoña, 2011; Bear et al., 2010; Bernardi, 2010; Gond & Akremi, 2015; Hambrick et al., 2008; Hoi 
et al., 2013; Holder-Webb et al., 2009; Jo & Harjoto, 2011; Souto, 2009; Wang & Coffey, 1992; Williams, 
2003; Yaseen et al., 2019), referred mainly in the legitimacy theory as the predominant theoretical 
viewpoint employed by the majority of these studies. 

On the other hand, a few studies concerning CSR were conducted in underdeveloped countries, in 
particular, the Arab world (Handajani et al., 2014; Barako & Brown, 2008; Khan, 2010), but the research 
did not concentrate on a specific theory, but also the predominant theoretical viewpoint is the legitimacy 
theory. 

In Palestine, a few studies conducted on CSR disclosure concentrated on the extent of corporate social 
responsibility disclosure, various forms of corporate social accountability information disclosed, and the 
attitudes of businesses regarding CSR disclosure (Mardawi & Saed, 2018); only one study has 
concentrated on the determinate of C.S.R., 

On the other hand, the study's results show that banks operating in Palestine focus significantly on social 
accountability; social responsibility towards the markets has been the greatest, followed by the degree of 
social responsibility to the community. Workers as well as the environment. 

Therefore, This research examines the link between a firm's published stock returns and CSR released by 
manufacturing firms listed on the Palestine stock market. It is anticipated to add to the existing literature 
and bridge a gap on this subject in Palestine in a developing country setting, particularly in the Arab 
world; to the author's knowledge, there aren't previous studies in this area in Palestine. 

 This study is organized into three sections, one examining the literature on CSR disclosure and the other 
its methodology. The conclusion and future research recommendations in the final section. 

Study Purpose 

This study expected to answer: 

•  Is there a relationship between CSR disclosure for Palestinian manufacturing firms enlisted on PEX 
and stock return performance? 

• Does firm size affect the degree of CSR disclosure? 

Contribution 

There is very little empirical evidence on the relationship between CSR disclosure and market stock 
returns in countries affected by social and political instability; this study fills a research gap and 
contributes to the CSR literature both theoretically and practically by providing empirical evidence from 
a developing country with a unique unstable business environment. 

Literature Review 

Being a socially responsible corporation can enhance a firm's reputation and promote its image, retain 
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customers loyalty, enhance morale among workers inside the workplace and improved efficiency levels; 
all this can significantly influence the overall profitability of the firm.Due to the importance of this 
subject Social responsibility first began in the late 1950s; the first seminal work was introduced in the 
published "Social Responsibility of the Businessmen "for Bowen (1953) (Alia & Marawi, 2021; Djumala et al., 
2023)  

Corporate social responsibility (CSR) is defined as organizations committed to satisfying their 
commercial, regulatory, moral, and philanthropic obligations to society. It refers to the company's 
attempts to accomplish its financial targets, operate ethically, comply with the law, and uphold good 
citizenship (Carroll, 2017; Sin & Schartner, 2023)  

CSR is consistent with several theories, including, but not limited to, legitimacy theory, agency theory, 
institutional theory, stakeholder theory, and stewardship theory (Brammer et al., 2012; Lee, 2008) and 
others considered signaling theory. 

• agency theory(Jensen & Meckling, 1976) 
• Signaling theory (Spence, 1973) 
• legitimacy theory(Suchman, 2014) 

Agency theory is based on reducing costs that arise from a conflict of interest between the principal 
(owner of the company ) and agent (the manager )(Jensen & Meckling, 1976). A socially responsible 
manager is accountable for using and effectively managing company resources and contributes to 
enhancing the firm's reputation to lead the company to achieve profits(Sun et al., 2010). Signaling 
theory argues that managers tend to voluntarily disclose more about firm results to signal a favorable 
performance of the company to the investors (Hassanein & Hussainey, 2015). Legitimacy theory 
theory is based on the firm seeking CSR disclosure to legitimize its business. The last studies showed 
that CSR disclosure increases for companies facing accidents that harm the environment and 
stakeholders (Deegan et al., 2000; Jiang et al., 2023)  

Therefore, adopting CSR disclosure is intended also to signal to stakeholders that the company is more 
favorable than its competitors. The stakeholder theory is based on the theory managers' obligations are 
to both shareholders and stakeholders; thus, the achieved profits are most probably influenced by 
stakeholder interest (Foster & Jonker, 2005) 

stakeholder theory is considered organization management and ethics (Phillips et al., 2017). 

In a study conducted on USA companies found no significant relationship between stock market 
performance and C.S.R. due to the efficient market theory that states stock price includes any 
information about earnings immediately reflected on the stock price (Alexander & Buchholz, 1978). 

Another study conducted in the U.K. investigates the correlation between corporate social responsibility 
and stock returns in the United Kingdom. Utilizing a collection of disaggregated social performance 
metrics for the environment, Employment, and community activities, the results of the study revealed 
the ecological and Employment indicators have a negative relationship with profits; however, the social 
indicator has a weakly positive relationship (Brammer et al., 2006).Also From 2006 to 2010, a study 
investigated the relationship between market value and CSR (as defined by Tobin's q) for corporations 
traded on the Amman Stock market. The study divided C.S.R. into four themes based on business 
voluntary and required tasks: (1) community, (2) consumer and product welfare, (3) environmental, and 
(4) human resources. Empirical study findings revealed that environmental operations reduced market 
value in the food and beverage industry, but human resources activities did not affect market value in 
the same sector; in addition, environmental reporting was found to harm market value in the 
pharmaceutical and medical industry, but the other three themes had no impact on the market value 
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within the same area. The major components had little effect on the chemical industry's market value 
(Omar & Nidal, 2016). 

A study in Palestine examines the relationship between the function of C.S.R. and its four dimensions 
in banking operations and how they increase profitability. A survey was done with ten banks as the 
population of interest, using profitability measures; it examines the profitability status of the banking 
business in Palestine from 2012 to 2016 (ROA, R.O.E., N.P., EPS). The correlational data indicates that 
banks operating in Palestine have a high level of social responsibility commitment, with the highest level 
of social responsibility towards the marketplace, followed by the community, employees, and 
environment. The study also reveals a weak positive association between C.S.R. and profitability (Karsh, 
2019). 

CSR and Stock Return Performance 

Social responsibility has been empirically associated with increasing productivity and sales (Flammer, 
2015), leading to better performance; also, there is a relation between C.S.R. and societal welfare (Saleh, 
Latif & Bakar, 2018). 

Companies supporting disclosure of community social responsibility are considered low-expense 
company branding information, including medical grant funding, charity contributions, and health care 
(Cornett et al., 2016; Joshi & Gao, 2009). Companies use C.S.R. to brand the company image at a low 
cost; research results found that there is a positive relationship between community C.S.R. and firm 
performance(Cavaco & Crifo, 2014; Cornett et al., 2016) 

Research Problem 

The research examines the association between CSR disclosure in Palestine's manufacturing companies 
and its effect on stock returns over eight years (2014-2022). 

Objectives of Study 

The primary objective of this study is to assess the degree to which manufacturing companies working 
in Palestine apply international standards of disclosing CSR and how it is associated with stock returns. 

Research Limitations 

This study investigates the application of corporate social responsibility and its association with stock 
returns. This study's results are limited to manufacturing companies operating in Palestine and can't be 
generalized. 

According to the above research results, the research hypothesis is as follows : 

H1: There is a positive relationship between community C.S.R. and Stock return. 

H1.1: Firm size affects the degree of C.S.R. disclosure in manufacturing companies listed in PEX. 

Data and Methodology 

Sampling 

Palestine stock exchange market consists of 49 listed firms in five main sectors (banks, insurance, 
manufacturing services, and investment) industries. Our sample is the manufacturing firms; data is 
collected from manufacturing firm's annual reports of 13 companies listed on the Palestine Stock 
Exchange (PEX) from 2014 to 2022, two of the firms were eliminated from the study as one company 
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decided to exit the capital market and return as a private holding company and the other was delisted 
representing 11 company out of the thirteen representing 99 years/ observation. Content analysis 
technique will be used to extract and measure CSR information from eleven companies listed on the 
Palestine Stock Exchange (PEX) annual reports. The C.S.R. disclosure index was constructed using four 
major items to measure the extent of C.S.R. disclosure with ninety-two subindex items as a scale 
(Abuhijleh et al., 2019; Marashdeh, 2014). In this study,multiple regression will be performed to test the 
association between CSR and stock returns. 

Data collection 

Data Collection: will be hand-collected from annual reports of manufacturing companies listed in PEX; 
the sampling procedures period is from 2014 to 2022, eight years. During this period, the Palestine Stock 
Exchange has established good CSR rules and experience; therefore, this period will exhibit a moderately 
increased awareness of CSR practices; consequently, it is more likely to yield substantial data. 

Variables Description 

An unweighted scoring method (dichotomous approach) will be used to score the CSR disclosure, and 
a firm receives a one if an item on the checklist is disclosed and a zero if it is not disclosed. As a result, 
CSR disclosure is measured for each firm as a ratio of the firm's actual scores to the maximum disclosure 
items. As a measurement of CSR disclosure, textual analysis is utilized. In CSR reporting research, 
content analysis is widely acknowledged (Gibson & O'Donovan, 2007, 2012; Haniffa & Cooke, 2005; 
Kılıç & Kuzey, 2016; Sundarasen et al., 2016). Content analysis entails two procedures: the design of 
theme classification definition of a collection of categories and the development of acceptable coding, 
measuring, and recording procedures for C.S.R. disclosure data (Milne & Adler, 1999). The financial 
report should be read twice to ensure consistency in the scoring process (Haniffa & Cooke, 2002). The 
author followed this step, with the CSR disclosure index computed as follows: 

𝐶𝑆𝑅𝐷𝑆𝐽 =
∑ 𝑋𝑖𝑗

𝑛𝑗
𝑡=1

𝑛𝑗
………………….….1 

The study uses four dimensions as a measure of CSR The criteria was derived from previous literature; 
a study showed that C.S.R. practices have been classified into several subgroups. Haniffa and Cooke 
(2005) employed a checklist that included 41 items to classify CSR financial report disclosure, including 
community engagement, environmental, staff data, information about a product, and added value 
information, another study by Williams and Pei (1999), used 42 items were includes environmental, 
staffing & management, goods and consumer, and society. In contrast, other studies utilized 23 items 
classified as environmental, Reporting, staffing, Product and customer satisfaction, and community 
engagement (Suchman, 2006). 

Another step was to review companies' reports and compare them to the literature review on CSR in 
Palestine (Barakat et al., 2015)to ensure these items are in accordance to the Palestinian environment 
and that these items are the most commonly used items by Palestinian industrial firms. 

Independent variable 

 To identify the influence of C.S.R. disclosure in the Palestinian listed firms' annual reports on stock 
returns. Stock returns were derived from published files by P.E.X. 

Control variables 

The natural logarithm of the total assets of the manufacturing firm measures the firm size. 

The model 
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Multiple regression analysis will be used to test the hypothesis in this study. 

The hypothesis is tested using the multiple regression equation as follows: 

Stock Returns𝑖𝑡=α + 𝛽0 𝐶𝑂𝑀𝑖𝑡 + 𝛽1 𝑆𝑖𝑧𝑒𝑖𝑡+ ε it………………………….2 

Where; 

Stock Returns𝑖𝑡=
𝑆𝑡𝑜𝑐𝑘 𝑝𝑟𝑖𝑐𝑒 𝑦𝑒𝑎𝑟1−𝑆𝑡𝑜𝑐𝑘 𝑃𝑟𝑖𝑐𝑒 𝑦𝑒𝑎𝑟 0

𝑆𝑡𝑜𝑐𝑘 𝑃𝑟𝑖𝑐𝑒 𝑌𝑒𝑎𝑟 0
= 

𝑃1−𝑃0

𝑃0
…………………...3 

α: the intercept estimates. 

C.S.R.: The initial index of community participation disclosure has nine subindex elements, including 
consumer complaints and satisfaction, charitable donations, and activities, sponsorship of educational 
programs, social welfare initiatives, funding of sporting or recreational projects, and provision of gifts. 
The interactions and connections established with the nearby community. Three areas get significant 
backing and investment: public health, arts and culture, and the sponsorship of conferences, seminars, 
or exhibits. The seven components of environmental disclosure include environmental policy or the 
company's commitment to environmental concerns, environmental management systems, and 
environmental audits, environmental aspects of products and processes, financial aspects related to the 
environment, sustainability, energy, and other environmental considerations. Consumer and commodity 
disclosure refers to providing information to consumers regarding the products or services they are 
purchasing, as well as the underlying commodities used in the production or manufacturing process. 
This disclosure aims to enhance transparency. The four items to be considered are as follows: product 
and consumer safety, consumer complaints, provision for disabled individuals, and provision for 
difficult-to-reach clients. Disclosure of Employee and Staffing Information The nine factors to be 
considered include employee data, pension data, consultation with employees, the utilization of 
individuals with disabilities in the workforce. The topics discussed include value-added statements, 
health and safety, shared ownership, equal opportunities, and employee-related matters. 

Size: Firm Size is measured by the natural logarithm of the firm's Total Assets. 

ε: is for the stochastic error.a brief of the above regression model as in table number (1). 

Table 1: List of variables and their assumption association 
Measure Symbol Description 

Dependent variable   

Market stock returns Rit 
share Price in time t minus share price in time t-1 divided by share price in time t-1 

(Pit-Pit-1)/Pit-1 
Independent directors   

Corporate social responsibility C.S.R. 
Four main major measurement each item on has a checklist if it is disclosed then is 

marked with number one and a zero if it is not disclosed 
Control   

Firm size FSize Natural logarithms of total assets 

Research Findings 

The nonfinancial firms listed in PEX are in three major sectors distributed as presented in Table 2: 

Table 2: Nonfinancial firms, according to Economic Sector Distribution. 

Sector Number of firms % 

Service 10 30.3% 

Industrial 11 33.3% 
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Investment 12 36.4% 

Total 33 100% 

The study used Industrial (manufacturing) companies listed on the P.E.X. between 2014 and 2022. This 
sample consists of 33% of the total population of nonfinancial companies listed at PEX, and due to the 
delisting of two companies during the year 2022, the final sample is eleven companies with 99 company/ 
year observations. The researcher has chosen manufacturing companies as they significantly impact the 
environment. Therefore, manufacturing companies must play their part and support a sustainable 
environment in production, given the growing concern over global warming, and should engage more 
with the community and promote their local industry as they face high competition from rivals products 
imported from other countries. 

The study investigates the influence of C.S.R. reporting on a firm's performance as measured by stock 
market returns. 

Results and Discussion 

The community index is reflective of a company's involvement with its community; for manufacturing 
firms listed in P.E.X., as in table (3), the majority of firms,83%, reported participation in charity and 
fundraising, and 82% Social welfare and then reported supporting academic program support 75%. 

Table 3: 
Descriptive statistics 

 N Minimum Maximum Mean Std. Deviation 

Educational suport 99 0 1 .70 .462 

Charity and fundraising 99 0 1 .83 .379 

Academic program support 99 0 1 .75 .437 

Social welfare 99 0 1 .82 .388 

Funding athletic or recreation 
activities and giveaways 

99 0 1 .38 .489 

Relationship with the 
local community 

99 0 1 .54 .501 

Assistance for public health 99 0 1 .53 .502 

Arts and culture sponsorship 99 0 1 .23 .424 

Sponsoring conferences, seminars, or 
exhibits 

99 0 1 .24 .431 

Valid n (listwise) 99     

The environmental index reflects a company's involvement in its environment in Table (4); 45% of firms 
reported Environmental policy or company concern for the environment. They then reported other 
environmental practices as the most commonly disclosed in C.S.R. activity. 

Table 4: Descriptive Statistics 
 N Minimum Maximum Mean Std. Deviation 

Environmental policy or company 
concern for the environment. 

99 0 1 .45 .500 

Environmental management, 
systems and Environmental audit 

99 0 0 .00 .000 

Environmental-product and 
process 

99 0 1 .45 .500 

Environmental financially 99 0 1 .13 .339 

Sustainability. 99 0 1 .25 .437 
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Energy 99 0 1 .23 .424 

Environmental other 99 0 1 .46 .501 

Valid N (listwise) 99     

The consumer & commodity disclosure index reflects a company's involvement towards its customers 
and delivering Value to customers; in Table (5), 73% of firms reported Product and consumer safety. 
and other environmental practices. 

Table 5: Descriptive Statistics 

 N Minimum Maximum Mean Std. Deviation 

Product and consumer safety 99 0 1 .73 .448 
Consumer complaints 99 0 1 .30 .462 
Provision for disabled 99 0 1 .07 .258 

Provision for difficult-to-reach 
customers. 

99 0 0 .00 .000 

Valid N (listwise) 99     

Finally, as shown in Table (6), CSR toward employee’s results show that 50% disclose employees' data, 
and 48% of companies disclose treating their employees fairly and providing them with equal 
opportunities. 

Table 6: Descriptive Statistics 
 N Minimum Maximum Mean Std. Deviation 

Employee data 99 0 1 .57 .498 

Pension data 99 0 1 .07 .258 

Consultation with employees 99 0 1 .17 .379 

Employment of disabled 99 0 1 .37 .486 

Value added statement 99 0 1 .32 .470 

Health and Safety 99 0 1 .91 .289 

Share ownership 99 0 1 .06 .240 

Equal opportunities 99 0 1 .65 .480 

Employee Other 99 0 1 .64 .483 

Valid N (listwise) 99     

For the overall CSR index, companies are concerned with community involvement 56% of average 
companies disclosure as manufacturing companies are more concerned with having a good relationship 
with their community and strengthening their relations with them; this is probably due to the 
environmental effects that industrial companies can't avoid. Companies are concerned with Employee 
& staffing disclosure; 42% of average companies disclose their efforts toward their employees, and the 
primary concern of any manufacturing firm is to maintain its skilled labor as a higher rotation will raise 
the manufacturing cost and affect their revenues. 

Table 7: Descriptive Statistics 

 N Minimum Maximum Mean Std. Deviation 

Employee & Staffing Disclosure 
Ratio 

99 11.11% 100.00% 41.7508% 18.44899% 

Community involvement 
disclosure 

99 0.00% 100.00% 55.6678% 30.34591% 

Environmental disclosure 99 0.00% 71.43% 21.9336% 26.55518% 

Consumer Disclosure 99 0.00% 50.00% 27.5253% 19.39616% 
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Valid N (listwise) 99     

The results show that the focus of manufacturing companies on community involvement in the early 
years from 2014-2022 and human resources more than other disclosures; one explanation of why the 
most common interest of companies are focusing in community support is due to the political situation 
and instability of Palestinian territories(Barakat et al., 2015). Also, it is noticed that in the last three years, 
the manufacturing companies increased their activities and awareness toward environmental reporting, 
with average disclosure 19% in 2014 to 54% in 2022. 

Table 8: 

Categorie
s 

overall 
disclosure 

Environmenta
l 

Human 
resources 

Product 
and 

consumers 

Community 
involvement 

Year Number % Number % Number % 
Numbe

r 
% Number % 

2014 114 44% 12 19% 34 42% 9 
25
% 

59 73% 

2015 119 46% 13 21% 36 44% 12 
33
% 

58 72% 

2016 119 46% 13 21% 36 44% 12 
33
% 

58 72% 

2017 120 46% 13 21% 38 47% 14 
39
% 

55 68% 

2018 129 49% 19 30% 41 51% 14 
39
% 

55 68% 

2019 147 56% 32 51% 45 56% 13 
36
% 

57 70% 

2020 150 57% 33 52% 46 57% 12 
33
% 

59 73% 

2021 154 59% 34 54% 51 63% 12 
33
% 

57 70% 

2022 156 60% 34 54% 50 62% 12 
33
% 

60 74% 

Variables Description 

The average C.S.R. disclosure, measured, is approximately 42%; this indicates Palestinian firms disclose 
about 3 out of 9 items compared to other empirical research. As in Table 9, we noticed that Palestinian 
companies are reporting at better C.S.R. levels than other countries. 

Table 9: Previous studies C.S.R. index items disclosure % 

Study Country % 

Ghazali (2007) Malaysia 25.5%. 

Barako & Brown (2008) Kenyan banks 15% 

Ibrahim (2015) Jordan 30% 

Sundarasen &Rajangam (2015) family and non-family business/Malaysia 14% 

Interpretation of Results of Testing Research Hypothesis Testing normality 
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The data is normal based on a significant value deviation from the linearity of the Shapiro-Wilk Test, 

which is greater than 0.05. (0.200˃0.05). 

Normality & independence of observations 

The data following the normal distribution data are independent, and there isn't multicellularity as V.I.F. 
ranges between 1.3-1.69 > 5(Table 10), meaning there is no significant multicellularity. 

Table 10: Coefficients 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

Collinearity Statistics 

B Std. Error Beta Tolerance V.I.F. 

1 

(Constant) 3.102 1.648  1.882 .067   

Employee &amp; 
staffing disclosure 
Ratio 

-.009 .004 -.328 -2.162 .037 .774 1.292 

Consumer disclosure 
Ratio 

.006 .005 .197 1.221 .229 .683 1.465 

Environmental 
disclosure Ratio 

.006 .003 .273 1.870 .069 .837 1.195 

Community 
involvement 
disclosure Ratio 

-.001 .003 -.047 -.309 .759 .787 1.271 

Log_TotalAssets -.514 .242 -.370 -2.128 .040 .589 1.697 

a. Dependent Variable: Log Sreturn 

Table 11: Coefficients 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

Collinearity 
Statistics 

B Std. Error Beta Tolerance V.I.F. 

1 
(Constant) .053 .041  1.306 .194   

C.S.R. Index .000 .001 .056 .564 .574 1.000 1.000 

a. Dependent Variable: Returns 

Correlation Analysis 

Table 11 indicates that Pearson correlation outcomes revealed no correlation among variables between 
each sub-index of C.S.R. The correlation result is between -1 and 1 and is less than 0.5, Where variables 
have no severe correlation. 

The correlation of C.S.R. in (Table 11) shows that the association between C.S.R. and stock return is 
equal to (- 0.184), lesser than 0.5, indicating a weak negative correlation between C.S.R. and stock return. 
This conclusion complies with previous studies about C.S.R. effect on company's profitability (Laffer et 
al., 2004), which found a negative or no correlation between having a top C.S.R. program and stock 
price growth, net profit margin, or compound annual net income growth. 

Between the factors shown, the stock returns score has a positive weak correlation with the Consumer 
disclosure Ratio (r = 0.106), a negative correlation with the Employee &staffing disclosure Ratio (r =- 
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0.351), and Community Involvement(r =- 0.251), and weak positive correlation with environmental 
disclosure (r = 0.105) 

Table 12: Correlations 

  
Overall 

Disclosure 

Community 
involvement 
Disclosure 

Environmental 
Disclosure 

Consumer 
Disclosure 

overall Employee 
&; staffing 
Disclosure 

Return 

Pearson 
Correlation 

1 -.184 -.251 .105 .106 -.351* 

Sig. (2-
tailed) 

 .220 .092 .487 .483 .017 

Results And Discussion 

The empirical results shows that there are a negative relationship between CSR and PEX manufacturing 
firms' stock returns, also, the R square result shows that the model is fit and explains 27.3%; several 
studies have examined the link between companies' performance using different measurements such 
ROA,ROE,EPS and stock price differentials; some studies (Patten, 1992; Tagesson et al., 2013)finding 
a statistically significant positive correlation. However, other research (Alkababji, 2014; Brammer et al., 
2006) have shown a negative correlation, while other have shown no relation between CSR and 
profitability(Cormier et al., 2005; Patten, 1991) 

noting that a study on the effect of political events on stock returns in the PEX market indicated that 
neither positive nor negative political events had any influence on the return of PEX (Qubbaja & Omar, 
2019). 

Table 13: Testing the relation between stock returns and CSR in year-to-year bases: 

Year α Β Sig Explanation 

2015 4.39 0.022 0.200 Positive relation/not significant 

2016 3.255 0.040 0.517 Positive relation/ not significant 

2017 4.168 -.006 .161 Positive relation/not significant 

2018 -7.237 -.088 .000 Negative relation/ significant 

2019 -2.185 0.000 0.779 Positive relation/not significant 

2020 11.729 .011 .118 Positive relation/not significant 

2021 -3.159 -.017 .490 Negative relation/not significant 

2022 -4.17 .0000 .000 Positive relation/ significant 

The year 2018 and 2022 has a significant negative association between stock returns and CSR, noting 
that a study on the effect of political events over stock returns in the PEX market indicated that neither 
positive nor negative political events had any influence on the return of PEX(Qubbaja & Omar, 2019) 
as Palestine witnessed political instability in years between 2015-2016. This study has a longitudinal 
design, and the results revealed that both favorable and unfavorable Political events did not affect the 
return of Palestine's assets 

This study has a longitudinal design, and the results revealed that both favorable and unfavorable 
Political events did not affect the return of Palestine's assets. The findings do not provide evidence for 
the hypothesis of the link between stock returns and CSR disclosure. However, they do align with the 
results published in other similar empirical research in other countries (Abu farha & Alkhalailh, 2016; S. 
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Lee et al., 2013) 

Also, another test has been conducted by grouping companies based on size to small, medium, and large 
and using total assets as a proxy of size. 

Table 14: Descriptive Statistics 

 N Mean Std. Deviation 

Total Assets 99 319,77,711 27,256,255. 

Valid N (listwise) 99   

The large corporation has the highest CSR index as large companies follow the international standards 
reporting as they perform activities and have subsidiaries outside Palestine, followed by small 
corporations characterized by family-owned businesses more involved with community support and 
activities and there fore are more concerned with CSR activities this result is aligned with previous 
results(J. Lee, 2009). 

Table 15: Firm classification according to size 

Size Small Medium Large 

Group interval ˃23.3MMUSD 23.31MM-54MM USD 54.01MM USD -124MMUSD 

Number of firms 33 33 33 
CSR Index Mean 42.7% 37.9% 62.8% 

Conclusion and Recommendations 

The level of responsibility in CSR for manufacturing companies in Palestine is voluntary; they disclose 
their contribution toward society without any biding laws due to the cultural and ethical responsibility 
of firms towards society in addition to branding their companies at low cost and promoting their industry 
and products. 

Manufacturing companies' most disclosed CSR activity is CSR toward community involvement, with a 
mean (of 58.13) and a standard deviation (of 30.31), followed by CSR towards Product and consumer, 
with a mean (of 27.77) and a standard deviation (of 19.5), then CSR environmental involvement with a 
mean (22.65) and standard deviation (26.90), CSR towards employees with a mean (3.59) and standard 
deviation (1.07) and finally firm size differs on level of disclosed CSR. This result is explained due to the 
prevailing political situation of doing business in Palestinian territories, and the characteristic deficiencies 
within the legal framework have contributed to these results. 

The result of this research should light the red flags of the visibility of CSR that companies are disclosing 
and search for more beneficial areas for the community to spent that have more effect on society than 
what is being done today. They should have a considerable impact on boosting the company's perception 
from the stakeholders' and rethink about the areas that should be supported to be considered more 
valuable to society, stakeholders, and investors.  
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