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Abstract:
This study aimed to test the effect of corporate social responsibility through
activities towards society and environmental activities on financial leverage and
corporate performance, the study population consists of all companies listed on
the Amman Stock Exchange. The study sample reached 187 companies for the
period 2014-2017, to achieve the goals of the study; regression analysis was used
to find out the effect of social and environmental responsibility on leverage and
performance, the study reached the results that the social responsibility towards
the society affects the financial leverage of the company while the
environmental activities did not affect the financial leverage, responsibility for
social and environmental activities did not affect the performance of companies,
and there was a positive correlation between social and environmental
responsibility and financial leverage, and a negative link was found between
financial leverage and performance.
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Introduction
As a result of the development in the economic life, the development of
companies and the increase in their activities, the society needs have evolved,
and many accounting ideas have emerged and have evolved to confront the
change in the economic environment. Where the concept of social responsibility
appeared (Jerboa, 2007) and on the basis that accounting is a system that
interacts with the environment, the idea of corporate social responsibility stems
from its responsibility towards the external environment (Al-Amiri and Al-Ghalibi,
2008), social responsibility, in its broad and comprehensive concept, includes the
commitment to achieve balance between multiple parties, but they are
interrelated, represented by the interests and needs of each of the productive
companies and their employees and the external environment and society.
It has been observed that there is an increased interest on the part of companies
at the present time in their various activities towards fulfilling social
responsibility to respond to the demands of society (Bremner, 2009), as
companies implement social responsibility and achieve their goals: Improving the
corporate image in society, and to enhance the morale of its employees, and
improvement in employee retention rates within the company, building good
relationships with government and the community and responding to social
expectations (Henderson, 2007), the concept of social responsibility is one of the
things companies care about and fall within their practice, because investing in
social responsibility activities is an important issue that must be taken into
consideration by companies, especially financial leverage and corporate
performance.
Several studies have addressed activities related to social responsibility and its
impact on performance, and accordingly, there is a need to ascertain how
companies participate in social and environmental responsibility activities that
may affect the financial leverage and performance of these companies,
therefore, this study came to know the effect of social responsibility on the
financial leverage and performance of companies listed on the Amman Stock
Exchange.
Previous studies
A study of Dam and Scholtens, (2013) demonstrated a negative impact of
ownership focus on CSR policies, while Harjoto and Jo, (2011) the presence of a
positive impact of the factors of corporate governance and the disclosure of
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social responsibility on the operational performance and the value of companies,
as for the study of Hu, et al., (2016), it concluded that companies invest in
companies that disclose social responsibility, a study of Saleh, et al. (2010)
assumed that there was a relationship between social responsibility with the
social and environmental dimension and institutional ownership, in contrast
Ghoula et al, (2011). Examining the relationship between the practice of social
responsibility activities by a sample of American companies and the cost of
ownership, the study concluded that the companies that had a high degree of
social responsibility activities had a low cost of ownership, Mwangi and Jerotich,
(2013) conducted a study on the companies listed on the Nairobi Stock Exchange
within the industrial and services sectors, and the study concluded that there is a
strong correlation between social responsibility and the return on assets index.
Obby et al, (2018) in his study about the potential for critical collaboration at the
local level is further challenged by the lack of commonly accepted social and
environmental frameworks, transparency and accountability of the leadership of
stakeholder groups, Sunghee and, Heungjun, (2016) the results of the analysis
demonstrate that the positive relationship between CSR and financial
performance, Hichem et.al (2015)association between performance and
corporate social and environmental disclosuresocially responsible activities have
been shown to create competitive advantage by building reputation, and
differentiating products (Boehe and Cruz, 2010; Jung and Kim, 2015, Cruz et al.,
2015) suggested that having a differentiation strategy helps market position and
long-term returns, Ramanathan and Akanni (2015) provided evidence of the
moderating role of organizational efficiency in the link between environmental
performance and performance.
As for the study of the Mobaideen and Al-Dhahrawi (2017), results have shown
that there is an effect of disclosing the costs of social responsibility related to
environmental protection and community service on financial performance. As
for the study Hirigoyen & Rehm, (2015), the results showed that increasing social
responsibility does not lead to improving financial performance, but that
financial performance negatively affects corporate social responsibility. While a
study Hossain et al, (2006) examined the relationship between the disclosure of
social and environmental information and the many characteristics of companies
in Bangladesh, the results showed that companies in Bangladesh had the lowest
levels of social and environmental disclosure, and as for the study Rashi and
Tariq (2013), this study aimed to show the benefits that the business
organization reaps from adopting the concept of social responsibility. The study
concluded that the social responsibility of business companies is a theoretical
and field reality, while Tamkeen for Studies and Research, (2007) the study
showed about the development of corporate social responsibility in the Kingdom
of Saudi Arabia.
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The concept of corporate social responsibility in the Kingdom is still linked to
charitable work, and Rahahleh and Sharair (2008) concluded that there is no full
understanding of the concept of social responsibility accounting in companies
operating in the industrial city of Al-Hassan in Jordan, there is a limited
application of social responsibility accounting in it. As the application was
confined mainly to the field of environmental protection, whereas Jain et al.,
(2007) in their study showed that there is an increasing need to emphasize the
importance of social responsibility by companies and that corporate
management for good social activity is an indication of the efficiency of
management at work, as for the study Katsioloudes (2007), it concluded that
there is awareness among companies in the United Arab Emirates and that they
perform well in the areas of social responsibility mentioned above, and that
neglecting this responsibility is harmful to the financial and commercial
performance of the company.
A study of Guthrie et al, (2008) discussed the development of a social and
environmental reporting framework for the Australian food and beverage
industry as well as an assessment of the social and environmental reports of
companies within the industry where the results indicated that there are more
disclosed Australian reports according to the companies. In a particular industry
in the area of social and environmental reporting, and that there is a need to add
industry-specific disclosure items, whereas Fauzi et al, (2007) the study found
that there is no statistically significant relationship between the social
performance of companies and the financial performance of companies. As for
the study Ndemanga & Koffi (2009) studied whether there is an effect of the
ownership structure on the CSR activities of the listed companies on the
Stockholm Stock Exchange and state-owned companies, the study concluded
that there is a strong direct relationship for some sectors on environmental
performance, and the study of Farah and Al-Hindawi (2011) aimed at researching
the extent of disclosure of elements of social responsibility in the annual
financial reports for Jordanian Industrial Public Shareholding Companies, and
explaining the impact of the size of the assets and sales volume on the degree of
disclosure. The study used a content analysis method to the extent of disclosure
in the financial reports, and there was a discrepancy in the level of disclosure of
elements of social responsibility between companies.
Research Methodology
The sample is based on for companies listed on Amman Stock Exchange 187
companies’ over the period of 4 years (from 2014 to 2017). A total of 2992
observations variable is present in the study, the researchers eliminated
companies whose data is not fully elaborate. The study focuses on measuring the
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impact of social responsibility, which consists of activities related to community
service and the development of environmental resources and the impact of this
on financial performance and indebtedness Hirigoyen & Rehm (2015), Sunghee
and Heungjun, (2016), and (Hichem et.al (2015). The study variables were also
measured by obtaining them from the annual reports of companies listed on the
Amman Stock Exchange to disclose social and environmental activities.
Leverage: is measured by the ratio of the debt divided by the total assets,
Performance: is measured by the Return on Assets (ROA) is measured by the
ratio of the net profit divided by the total assets.
Model specification: The model is stated in its implicit form below as follows:
The estimation approach leads to the following estimation equations:
LEVit =B0+SOCit+ENVit+size+m: (1)
PERFit =B0+SOC it+ENVit+size+m: (2)
Descriptive Statistics
Table 1 presents descriptive statistics of the independent study variables, social
and environmental activities, and table (2) variables related to leverage and
corporate performance.
Table (1) Descriptive Statistics
N
Social activity
environmental activity
Valid N (list wise)

748
748
748

Mean
.6270
.5307

Std.
Deviation
.48392
.49939

Table 1 shows that the highest level of disclosure for the social and
environmental activities of companies listed on the Amman Stock Exchange with
a level of disclosure (62.7%), it is clear that the companies have a good level of
disclosure for social and environmental activities, where the percentages are
higher than 50%, and this indicates an increased interest and awareness of
companies with these activities
Table (2)Descriptive Statistics
N
Minimum Maximum Mean
Std. Deviation
Debt ratio
748
0.09
104.24
36.34
27.611
performance
748
-483.28
38.67
0.088
20.734
size
748
5.14
10.41
7.537
0.793
Tq
748
0.02
7.22
0.689
0.741
Valid N (listwise)
748
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Table (2) shows that descriptive analysis of the variables of the study. Where the
arithmetic average of the dependent and control variable was reached, Leverage
(36.34), and the standard deviation value reached (27.611), Moreover, the
Performance was0 ).088), and the standard deviation value reached (20.734).

Table 3 shows the correlation matrix for the independent, dependent and
control study variables. We note from the above table that there is a correlation
between social responsibility and environmental activities at a level of (1%) of
(0.615 **), and the correlation between social and leverage amounted to (0.245
**), while the percentage of correlation was low and positive between
performance and both social and environmental activities, and it was low and
negative between performance and debt.
Test the hypotheses of the study
Regression analysis was conducted to identify the impact of social responsibility
on both the indebtedness and performance of companies listed on the Amman
Stock Exchange.

Table 4 shows that the level of significance of the impact of disclosure of social
responsibility activities on indebtedness in companies listed on the Amman Stock
Exchange reached (.000) at the level of significance less than 5%. And this means
that there is an effect of social responsibility activities on the companies'
indebtedness. The table also shows that the level of significance of the impact of
the disclosure of social activities on debt reached (.000) which means that there
is an effect of social activities on indebtedness, while the level of significance of
environmental activities has reached (.595) This indicates that there is no effect
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of environmental activities on the indebtedness of companies listed on the
Amman Stock Exchange.

Table 5 shows that the level of significance of the impact of disclosure of social
responsibility activities on performance in companies listed on the Amman Stock
Exchange reached (204) at a level of significance greater than 5%, this means
that there is no impact of social responsibility activities on the performance of
companies. The table also shows that the level of significance of the impact of
the disclosure of social activities on performance has reached (131), As for the
level of significance of environmental activities, it reached (855), and this
indicates that there is no effect of social and environmental activities on the
performance of companies listed on the Amman Stock Exchange.
Discussion the Study Results
This study aimed to divide social responsibility into community service and
environmental activities on the company's debt and performance for companies
listed on the Amman Stock Exchange, and the results of the study showed that
there is an effect of social activities on debt, while there was no effect of social
responsibility activities on the performance of companies. The absence of the
effect of social activities can be limited to the performance of companies, that
the community activities do not directly affect the performance of companies, as
the expected costs of these activities may be greater than the benefits, in
addition, the environment in which companies operate may be complex, which
justifies higher costs to counter this environment, which negatively affects the
performance of companies, also, the sample of the study consists of more than
one industrial, service and financial sector, and the degree of interest of this
sector in these activities may vary according to the nature of the sectors' work,
the administration may also justify the decrease in the company's performance
due to meeting social activities, where this reflects negatively on the
performance of companies, and the results of this study were in agreement with
many studies (Bilal et al, 2014) (Inoue & Lee, 2011, Mahoney & Roberts, 2007).
The results of the study also showed that there was no effect of environmental
activities on the performance of companies listed on the Amman Stock
54
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Exchange, and this result can be explained by the fact that the study sample
consists of more than one industrial, service and financial sector and the degree
of interest of this sector in these activities may differ according to the nature of
the work of those sectors whose activities may affect the environment, because
spending on environmental activities is costly and may affect corporate
profitability, and some chemical industrial companies may have a negative
impact in terms of environmental pollution, where the results of this study were
agreed with (Omar and others, 2014) (Inoue & Lee, 2011 Kacperczyk, 2009).
This study also recommends encouraging laws and regulations to focus on social
responsibility because of its long-term impact on society and the environment,
especially as the world is now concerned with this field in developed countries.
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