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ABSTRACT 

This study investigates the relationship between Corporate Social Responsibility Expenditure (CSR), 
accounting conservatism, and financial performance in an emerging market context, focusing on firms listed 
on the Saudi Stock Exchange (Tadawul). It examines whether CSR activities influence financial performance 
and whether accounting conservatism moderates this relationship. The study is based on a sample of 50 non-
financial firms covering the period from 2022 to 2024. A multiple regression analysis is employed to test the 
research hypotheses. The empirical results indicate that CSR has a marginally significant effect on financial 
performance, suggesting that the economic benefits of CSR activities are not immediately realized and may 
require a longer time horizon. In contrast, accounting conservatism shows a significant positive moderating 
effect on the relationship between CSR and financial performance. This finding implies that firms adopting 
more conservative accounting practices are better able to translate CSR engagement into improved financial 
outcomes. Furthermore, accounting conservatism shows a direct positive relationship with financial 
performance, underscoring its role in improving financial reporting quality and mitigating agency problems. 
Importantly, these findings align with the strategic objectives of Saudi Vision 2030 by demonstrating how 
prudent accounting practices can maximize the impact of corporate social investments on sustainable 
economic growth. 

KEYWORDS: Accounting Conservatism, Corporate Social Responsibility, Financial Performance, 
Sustainability, Saudi Vision 2030. 
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1. INTRODUCTION 

Corporate social responsibility (CSR) has become 
an integral part of today’s business world, reflecting 
how firms manage their relationships with both 
internal and external stakeholders (Tanggamani et 
al., 2022). It requires fair distribution of the firm’s 
wealth among various stakeholder groups, avoiding 
bias toward any single group, and ensuring the 
availability of resources to maintain stakeholder 
balance. Firms that actively engage in CSR activities 
often provide more useful information, enhance the 
accuracy of financial analysts’ forecasts, and improve 
the transparency of financial reporting, thereby 
reducing corporate risk exposure (Francis et al., 2013; 
Gao and Zhang, 2015). CSR affects not just the 
development of the company itself but also 
sustainable global development and the interests of 
the public (Shen et al. 2020). 

   Despite the importance of CSR performance, 
significant differences exist among firms regarding 
the level and quality of their engagement in 
sustainable development and disclosure practices. 
This has prompted researchers to investigate the 
determinants of corporate performance in 
sustainable development, with one underexplored 
factor being the impact of accounting conservatism 
on CSR performance. 

   Accounting conservatism refers to the practice 
of deferring recognition of gains while accelerating 
the recognition of losses, which reduces either net 
assets or total income depending on the applied 
accounting methods (Watts, 2003). It also mitigates 
the likelihood of wealth distributions favoring one 
stakeholder group over others by limiting cash 
dividends due to lower reported profits (Shoorvarzy 
et al., 2012; Mensah et al., 2004). 

    Moreover, conservatism helps reduce agency 
problems between managers and shareholders, such 
as conflicting dividend policies, and addresses 
information asymmetry regarding good and bad 
news (Muhammad et al. 2024). It is also expected to 
protect creditors from exploitation by majority 
shareholders by restricting distributions, thus 
lowering creditor risk and enabling lenders to accept 
lower loan returns under reduced dividend risk 
(Asemai and Hematfar, 2013; Louis and Urcan, 2015). 

     Accounting research has examined the link 
between social performance and financial outcomes 
in two ways: first, by exploring how firms’ social 
commitments encourage higher accounting 
conservatism, which in turn enhances financial 
performance (Feliana and Santoso, 2014; Francis et 
al., 2013; Kurniawan and Wibowo, 2009; Chetty et al., 
2015). Second, by demonstrating that conservatism 

reduces cash distributions to shareholders, 
preserving resources for CSR initiatives such as 
donations, thereby improving corporate reputation 
and financial performance (Pyo and Lee, 2013; 
Mousa, 2014; Story and Neves, 2015). 

    Accounting conservatism remains a 
fundamental principle in the field, influencing 
business outcomes and financial position assessment. 
It serves as a measurement constraint, for example, 
by valuing assets at the lower of cost or market and 
directly recognizing advertising and R&D expenses 
(Shoorvarzy et al., 2012; Francis et al., 2013).   

This study supports the transformative goals of 
Saudi Vision 2030, which emphasizes corporate 
sustainability and social responsibility as 
fundamental pillars for economic diversification. As 
the Kingdom advances toward a more transparent 
and diversified market environment, integrating 
CSR activities into corporate strategies has become 
essential for sustainable value creation. By examining 
the moderating role of accounting conservatism 
within the Saudi Stock Exchange (Tadawul), this 
research provides valuable insights into how 
prudent financial reporting can enhance the 
credibility of social initiatives. Ultimately, the study 
reinforces Vision 2030’s objective to develop a high-
performing private sector characterized by 
transparency, accountability, and sustainable 
growth, ensuring that corporate social investments 
generate meaningful financial and societal outcomes. 

   This study is significant because firms must 
integrate CSR to achieve sustainable development 
while providing disclosure that meets the needs of 
diverse stakeholders. It also highlights the role of 
accounting conservatism in financial performance 
and profitability, and the growing importance of CSR 
in enhancing corporate credibility, reputation, 
competitive advantage, and potential financial 
outcomes. 

  Finally, the study addresses a critical research 
gap concerning the impact of accounting 
conservatism on corporate social performance and 
financial performance, particularly in emerging 
economies such as Saudi Stock Market. 

The paper is structured as follows: Section 2 
discusses the theoretical framework utilizing agency 
theory, slack resources theory, and stakeholder 
theory. Section 3 review the contextual setting of 
Conservatism and Corporate Social Responsibility, 
reviews the pertinent literature and postulate 
hypotheses. Section 4 outlines the research 
methodology, including data sources, variables, and 
regression models. Section 5 provides the regression 
analysis and empirical findings, while Section 6 
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concludes with key insights and implications. 

2. THEORETICAL FRAMEWORK 

Our research focuses on impact a firm’s 
accounting conservatism on CSR, and role of 
conservatism and CSR on enhancing accounting 
Financial Performance, combining theories from 
three main perspectives:  agency theory, slack 
resources theory, and stakeholder theory.  

The division of ownership and management is the 
foundation of traditional agency theory (Jensen and 
Meckling, 1976). However, agency issues can appear 
in a number of forms, including financial data 
manipulation, accounting fraud, and the 
expropriation of shareholder money. These problems 
are addressed or lessened by accounting 
conservatism, which opens the door to CSR 
expenditures. 

Slack Resources Theory argues that a firm's ability 
to engage in specific activities is contingent upon the 
availability of resources, which enable successful 
adaptation to internal and external pressures. 
Organizations utilize these resources to achieve their 
strategic objectives; thus, when financial 
performance improves, "slack resources" are 
generated. These surplus resources empower the 
firm to fulfill its social and environmental mandates. 
Accordingly, this theory suggests a positive 
correlation between superior financial performance 
and the extent of CSR disclosure (Fauzi & Idris, 2009). 

Stakeholders delegate authority to firm managers; 
however, this delegation may lead to information 
asymmetry, which in turn creates conflicts between 
principals and agents. In this context, if a firm 
manager focuses solely on maximizing firm value to 
enhance his or her short-term managerial reputation, 
this may conflict with stakeholders’ preferences, as 
they may prioritize CSR activities as a long-term 
strategy to ensure the firm’s sustainability (BELLİKLİ 
2024). 

2.1. Background, Literature Review, and 
Hypotheses Development 

2.1.1. Financial Performance and Corporate 
social responsibility  

  Previous accounting studies suggest a strong 
association between Corporate Social Responsibility 
(CSR) and financial outcomes. Santoso and Feliana 
(2014) demonstrate that CSR reporting positively 
impacts subsequent financial performance. Robust 
financial results enhance a firm's ability to engage in 
social activities for a period of up to two years. These 
findings consistent with Stakeholder Theory, which 

posits that addressing various stakeholders’ interests 
enhances superior management capabilities.  
Furthermore, Slack Resources Theory suggests that 
financial reserves provide the necessary flexibility to 
invest in social initiatives without additional capital 
burdens. 

From the market valuation perspective, Qiu et al. 
(2014) found that U.S. firms with higher social 
disclosure benefit from increased market values and 
expected cash flow growth. This supports Voluntary 
Disclosure Theory, indicating that firms with 
superior economic performance have greater 
incentives to signal their social activities quality to 
the market, thereby securing competitive advantages 
such as employee loyalty and a lower cost of capital. 

The impact of CSR encompasses valuation 
impacts to promote improvements in the quality of 
financial reporting. Huang and Watson (2015) 
highlighted a positive correlation between CSR and 
earnings quality, noting that social activities attract 
increased interest from financial analysts and 
institutional investors. Similarly, Gao and Zhang 
(2015) demonstrated that CSR activities strengthen 
the relationship between stock returns and 
accounting earnings, providing a "price premium" as 
investors reward firms that emphasize stable, long-
term income predictions rather than short-term 
earnings smoothing. Nevertheless, the effectiveness 
of CSR as a driver of value is often conditioned by 
time and stakeholders’ perspectives. 

    Conversely, Johnson (2015) identified that 
while CSR disclosure enhances legitimacy and 
protects against external shocks, its immediate 
impact on stock prices can be moderated by investor 
behavior. This temporal lag is evidenced by Chetty et 
al. (2015) , demonstrated that CSR's financial benefits 
are primarily observed in the long term, as short-
term investors often more focused on immediate 
profitability. 

Furthermore, the relationship is frequently 
indirect through mediating variables. Saeidi et al. 
(2015) argued that CSR does not directly improve 
financial performance; rather, it first enhances 
corporate reputation, competitive advantage, and 
customer satisfaction. This reinforces the view of 
Story and Neves (2015), who categorized CSR as a 
"survival strategy." They emphasized that when 
stakeholders perceive CSR as a genuine 
philanthropic commitment, rather than a reactive 
response to pressure, it can effectively mitigate 
corporate risk and reinforces intrinsic employee 
motivation in the context of emerging markets, 
Cheng et al. (2016) confirmed that CSR activities such 
as cash donations serve as a feasible business strategy 
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that enhances accounting income and stock market 
performance. Their study recommends that 
government institutions actively encourage CSR 
practices, thereby reshaping market perceptions to 
recognize such activities as strategic investments 
rather than mere costs. According to Khalil et al. 
(2026), CSR significantly and positively impacts all 
financial performance measures.  

Conversely, Boukattaya and Omri (2021) found 
that CSR and corporate social irresponsibility have 
opposite effects on firms’ financial performance. 
Yoon et al. (2024) find that ESG scores are negatively 
associated with both return on assets (ROA) and 
Tobin’s Q, contrary to prior studies reporting 
positive relationships. They also show that the social 
and governance components are negatively related 
to ROA, while the environmental component is not 
statistically significant. These results remain robust 
even after changing governance structure in Korea, 
and overall support the traditional view of the firm 
rather than stakeholder theory. Based on the 
aforementioned literature, the following hypothesis 
is proposed: 

 H1: Corporate Social Responsibility has a positive 
effect on financial performance 

2.2. The Moderating Role of Accounting 
Conservatism 

  There is no consensus among studies regarding 
the relationship between accounting conservatism 
and corporate social responsibility (CSR). Kurniawan 
and Wibowo (2009) indicated that Indonesian banks 
are, on average, conservative in their financial 
reporting. However, no significant relationship was 
found between accounting conservatism and CSR 
reporting in Indonesia. The study  attributed these 
findings to the fact that CSR reporting is primarily 
driven by government legislation, with no specific 
incentive for voluntary disclosure of CSR activities. 
However, analysis also reveals a significant reversing 
trend regarding the effect of conservatism on CSR, 
coinciding with the post-financial-crisis period, 
indicating that firms prioritize commitment to 
accounting conservatism over the needs of non-
financial stakeholders and other interest groups. 
Anagnostopoulou et al. (2021) found that higher 
levels of conservatism are negatively associated with 
a CSR orientation in firms. 

     Conversely, Francis et al. (2013) found that 
accounting conservatism and social performance 
quality were positively correlated. In contrast to the 
current trend in International Financial Reporting 
Standards (IFRS) toward fair value, this 
demonstrates the applicability of accounting 

conservatism as a suitable accounting philosophy 
Furthermore, Khanchel-Lakhouaand Irmani 

(2024) indicated that a positive relationship between 
corporate social responsibility (CSR) and financial 
performance. Firms engage in CSR activities for 
several reasons, including the potential for long-term 
profitability, enhanced competitiveness through 
improved reputation and brand value, and the ability 
to attract investors and customers. 

  According to Guo et al. (2020), socially conscious 
actions considerably raise the degree of conservatism 
in financial reporting. Additionally, conservatism is 
more noticeable for businesses that invest more in 
social responsibility initiatives; these results suggest 
that CSR-focused businesses are more likely to utilize 
conservatism to legitimately bind companies to 
stakeholders’ best interests.  

    According to BELLİKLİ (2024), accounting 
conservatism improves a company's CSR score 
components, having a greater impact on stakeholder 
and board of directors scores. This result implies that 
businesses with conservative accounting practices 
value external stakeholders while giving internal 
management's interests top priority. 

  The study is consistent with stakeholder theory, 
that firms after crises attempt to satisfy all 
stakeholders, in addition the accounting 
conservatism allows firms to retain cash, which may 
increase the likelihood of corporate spending on 
social responsibility activities. Based on the previous 
arguments, our second hypothesis is  formulated as 
follows: 

H2: Accounting conservatism significantly 
moderates the relationship between Corporate Social 
Responsibility and financial performance. 

3. METHODOLOGY 

 3.1. Sample 

The study population consists of companies listed 
on the Saudi Stock Exchange (Tadawul). A sample of 
50 non-financial firms registered and traded on the 
List of Saudi Companies was selected, covering the 
period from 2022 to 2024. 

Our study employs two distinct models to 
examine the relationship between Corporate Social 
Responsibility (CSR) and Financial Performance 
(ROA). The first model investigates the direct 
association between CSR performance and ROA. The 
second model extends this analysis by evaluating 
both the direct effects of CSR performance and 
Conservatism (Conserv) on Financial Performance, 
as well as the moderating role of Conservatism. The 
specifications of these models are presented below as 
follows: 
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Model 1: A multiple linear regression model 
designed to test the first hypothesis: 

ROAit = α + β1 CSRit+β2 Sizeit  + β3 Levit + ε 
Model 2: A multiple linear regression model 

designed to test the second hypothesis: 
ROAit= α + β1 CSR itt + β2Conserv it + β3 

Conservit × CSRit+β4 Sizeit+ β5 Levit+ ε 
Main variables and models 
This study examines the effect of Corporate Social 

Responsibility (CSR) on financial performance, and 
the moderating role of accounting conservatism in 
this relationship. The analysis is conducted using 
multiple regression models, consistent with prior 
literature (e.g., Francis et al., 2013; Gao and Zhang, 
2015; Tanggamani et al. 2022).The variables are 
categorized based on the hypotheses as follows:  

Dependent Variables: 
Profitability (ROAt): Firm Profitability (ROA): 

Measured by net profit before tax to total assets (Zhai 
& Wang, 2016). 

Independent Variable:CSR Performance (CSR): 
Measured by the ratio of CSR expenditure (e.g., cash 
donations, employee contributions, environmental 
spending) to total assets, consistent with (Pyo and 
Lee 2013; Cheng et al. 2016). Data were collected via 
content analysis of financial statements. 

Moderating Variable: 

Accounting Conservatism (Cons): Measured 
using the inverse of the Market-to-Book Value 
(1/MTB) ratio of equity at the end of the period as a 
general proxy for total conservatism in financial 
reporting. Following Ball et al. (2008), since a higher 
MTB ratio traditionally indicates a lower level of 
conservatism, this study employs the 1/MTB ratio to 
ensure a direct relationship. Consequently, higher 
values of 1/MTB are interpreted as representing 
higher levels of accounting conservatism, assuming 
that as the ratio increases, the degree of financial 
reporting conservatism rises accordingly. 

     We employ the 1/MTB ratio as a proxy for 
accounting conservatism, given its wide use in prior 
accounting literature (Yu 2022) and its suitability for 
research in emerging markets. The 1/MTB measure 
captures the relationship between market value and 
book value, where a higher market-to-book ratio 
(and thus a lower book-to-market ratio) is generally 
interpreted as an indicator of higher accounting 
conservatism. Accordingly, although it is an indirect 
measure of conservatism (Lawrence et al. 2013), it is 
regarded as an economically meaningful proxy for 

accounting conservatism and is suitable for empirical 
analysis in this study. 

Control Variables: 

Firm Size (Size): Measured by the natural 
logarithm of total assets (Santoso & Feliana, 2014; 
Francis et al., 2013). Financial Leverage (Lev): 
Measured by the ratio of total liabilities to total assets 
(Shoorvarzy et al., 2012; Mousa, 2014; Zhang, 2008). 

4. RESULTS AND DISCUSSION 

4.1. Descriptive statistics  

Table (1) presents the descriptive statistics for the 
study variables, including ROA, CSR performance 
and conservatism, alongside the control variables 
(firm size, financial leverage) for the period from 
2022 to 2024, as shown below: 

Table 1: Descriptive Statistics. 
Variable Obs Mean Std. Dev. Min Max 

ROA 150 .0736 0.03 -0.06 0.16 

CSR 150 .032 .023 0.0 0.116 

Conserv 150 1.549 1.232 -7.69 2.057 

Size 150 21.852 1.465 16.026 23.016 

lev 150 0.63 .317 .02 .675 

The descriptive statistics in Table 1 show that the 
mean CSR performance for the sampled firms is 
0.032, indicating a focused and strategic approach to 
social engagement during the 2022–2024 period. This 
modest level of social involvement reflects the 
ongoing transition toward more rigorous 
sustainability standards, as firms move from 
traditional philanthropic spending to integrated, 
value-driven CSR initiatives aligned with Saudi 
Vision 2030. Additionally, the results reveal 
considerable variation in accounting conservatism 
levels (Mean = 1.549, SD = 1.232), suggesting a lack of 
consistency in financial reporting policies across the 
sample. In terms of firm characteristics, the sampled 
companies demonstrate a substantial reliance on 
debt financing, with an average leverage ratio of 0.63. 

4.2. Discussion 

Table (2): Regression Results for Model (1) 
 Table 2 demonstrates the results of  Model  1 to 

examine the first hypothesis. The model analyzes the 
relationship between ROA and the CSR while 
controlling Firm Size, Financial Leverage, as control 
variables. The regression results are summarized in 
the table below: 

Table 2: Regression Results for Model (1). 
ROA Coef. St.Err. t-value p-value Sig 

CSR .0108564 .0065373 1.66 0.099 * 

Size -.0118862 .0070502 -1.69 0.094  
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lev -.010294 .0047207 -2.18 0.031 ** 

Constant .127 .144 0.88 .381  

F 0.002  

Adj R-squared 0.1887  

*** p<.01, ** p<.05, * p<.1 

 

The regression results presented in Table indicate 
the relationship between Corporate Social 
Responsibility (CSR), firm characteristics, and 
financial performance measured by Return on Assets 
(ROA). The model demonstrates an overall 
statistically significant fit (F = 0.002) with an adjusted 
R² of 0.1887, suggesting that approximately 18.87% of 
the variation in ROA is explained by the included 
independent and control variables. 

The coefficient of CSR is positive (β = 0.0109) and 
marginally significant at the 10% level (p = 0.099). 
This finding suggests a weak but positive association 
between CSR activities and financial performance, 
indicating that firms with higher levels of CSR 
activities tend to exhibit slightly enhanced 
profitability. However, the low level of statistical 
significance implies that this relationship is not 
strong enough to confirm CSR as a dominant 
determinant of financial performance in the sample 

companies, consistent with the view that CSR 
benefits may emerge over a longer time horizon. 

Regarding the control variables, firm size shows a 
negative and marginally significant relationship with 
ROA (β = -0.0119, p = 0.094), suggesting that larger 
firms may experience diminishing returns on assets, 
potentially due to higher operational complexity and 
inefficiencies associated with scale. Furthermore, 
financial leverage exhibits a negative and statistically 
significant effect on ROA (β = -0.0103, p = 0.031), 
indicating that higher debt levels are associated with 
lower profitability, due to increased financial 
constraints and debt-service requirements. 

 Overall, the findings suggest that while CSR may 
contribute positively to firm performance, its direct 
impact remains weak in statistical terms. In contrast, 
capital structure appears to play a more decisive role 
in explaining variations in profitability.  

Table 3: Model 2 Regression Results for Model (2). 
ROA Coef. Std.Err. t P>t  

CSR 0.026 0.017 1.560 0.120  

Conserv 0.003 0.001 2.450 0.015 ** 

Conserv× CSR .284 .083 3.43 .001 *** 

Size -0.005 0.008 -0.620 0.535  

lev -0.004 0.001 -3.150 0.0484 ** 

_cons 0.080 0.029 2.800 0.006  

F 0.021     

Adj R-squared 0.2002     

*** p<.01, ** p<.05, * p<.1 

The regression results reported in Table3 indicate 
the effects of Corporate Social Responsibility (CSR), 
accounting conservatism, and their interaction on 
financial performance measured by Return on Assets 
(ROA). The model is statistically significant overall (F 
= 0.021) with an adjusted R² of 0.2002, suggesting that 
approximately 20.02% of the variation in ROA is 
explained by the explanatory variables included in 
the model. 

The coefficient of CSR is positive but statistically 
insignificant (β = 0.026, p = 0.120), indicating that 
CSR activities do not have a direct and statistically 
meaningful impact on financial performance. This 
suggests that, in the absence of other contextual 
factors, CSR expenditures alone are insufficient to 
generate immediate improvements in profitability. 

In contrast, accounting conservatism indicates a 
positive and statistically significant effect on ROA (β 
= 0.003, p = 0.015), implying that more conservative 
financial reporting practices are associated with 
higher financial performance. This finding supports 
the view that conservatism enhances financial 
reporting quality, reduces information asymmetry, 
and strengthens stakeholder confidence, which in 
turn contributes to improved firm outcomes. 

Most importantly, the interaction between CSR 
and accounting conservatism is positive and highly 
significant (β = 0.284, p < 0.01), confirming the 
presence of a moderating effect. This result indicates 
that the impact of CSR on financial performance 
becomes significantly stronger in firms with higher 
levels of accounting conservatism. In other words, 
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conservatism acts as a facilitating governance 
mechanism that reinforces the credibility and 
effectiveness of CSR practices, permitting firms to 
translate social investments into tangible financial 
returns. 

Regarding the control variables, firm size does not 
exhibit a statistically significant effect on ROA (p = 
0.535), suggesting that firm scale does not play a 
decisive role in determining profitability in this 
model. In contrast, financial leverage is negatively 
and statistically significant associated with ROA (β = 
-0.004, p = 0.048), indicating that higher leverage is 
associated with lower financial performance due to 
increased financial pressure. 

Overall, the findings indicate that the relationship 
between CSR and financial performance is not direct, 
but conditional on the level of accounting 
conservatism, which serves as a significant 
moderator in enhancing the economic value of CSR 
engagement. 

5. CONCLUSION  

  The empirical findings provide important 
insights into the complex relationship between 
Corporate Social Responsibility (CSR), financial 
performance, and accounting conservatism. 
Regarding the first hypothesis, the results do not 
provide strong evidence of a direct impact of CSR 
performance on financial outcomes, as the 
relationship was found to be statistically 
insignificant. This suggests that CSR activities, in 
isolation, may not immediately translate into 
improved financial performance, which is consistent 
with prior literature emphasizing the long-term and 
indirect nature of CSR benefits. While Stakeholder 
Theory suggests that social engagement enhances 
reputation and stability, the findings indicate that 
such effects may depend on additional contextual 
factors. 

In relation to the second hypothesis, the results 
highlight the significant moderating role of 
accounting conservatism. Specifically, the interaction 
between CSR and conservatism is positive and 
highly significant, indicating that the impact of CSR 
on financial performance becomes stronger in firms 
that adopt more conservative accounting practices. 
From an Agency Theory perspective, accounting 
conservatism serves as an effective governance 
mechanism by enhancing transparency and limiting 
managerial opportunism, thereby increasing the 
credibility of CSR activities and strengthening their 
financial implications.  

The results suggest that the Saudi Companies 
management should use accounting conservatism as 

a governance tool to ensure the efficacy of social 
spending. By guaranteeing investors about resource 
conservation and financial discipline, conservatism 
increases stakeholder trust and ensures that social 
initiatives produce measurable financial 
performance in the context of CSR involvement. 

     Moreover, this study contributes to the 
realization of Saudi Vision 2030 by providing 
empirical evidence on how the synergy between 
financial integrity and social responsibility drives 
corporate success. As the Kingdom positions itself as 
a global hub for sustainable investment, the findings 
highlight that accounting conservatism is not just a 
traditional constraint but a strategic governance tool. 
It ensures that CSR expenditures are credible and 
transparent, thereby boosting investor confidence 
and supporting the national goal of developing a 
robust, diversified, and socially responsible private 
sector. These insights encourage Saudi firms to adopt 
prudent reporting standards to maximize the long-
term value of their sustainability initiatives. 

     In conclusion, the findings suggest that 
accounting conservatism plays a crucial enabling role 
in transforming CSR engagement into meaningful 
financial outcomes. By enhancing the reliability of 
financial reporting, conservatism reinforces 
stakeholder trust. This study contributes to the 
literature by integrating accounting conservatism as 
a moderating mechanism in the CSR–financial 
performance nexus in emerging market contexts. 

This synergy between prudent reporting and 
social responsibility contributes to enhanced 
financial transparency and long-term sustainable 
corporate performance in emerging markets.  

    Despite its valuable contribution, several 
limitations should be acknowledged. First, although 
the sample of 50 non-financial firms listed on the 
Saudi Stock Exchange (Tadawul) over the period 
2022–2024 is generally representative of the study 
population, given the exclusion of financial 
institutions, due to their distinct regulatory and 
reporting frameworks, the findings should still be 
interpreted with caution. This is because the analysis 
is confined to a single market context, which may 
limit the external validity of the results. 

Second, the study period is relatively short, which 
may restrict the ability to capture the long-term 
effects of Corporate Social Responsibility (CSR) on 
financial performance, as such impacts are often 
gradual and emerge over extended time horizons. 

Finally, the limited statistical significance of the 
direct effect of Corporate Social Responsibility (CSR) 
on financial performance (at the 10% level) suggests 
that this relationship may be time dependent or 
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influenced by other factors not captured in this study. 
Accordingly, future research should extend the study 
period and employ alternative methodological 

approaches to enhance the robustness and 
generalizability of the findings. 
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