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        An Empirical Study of the Relationship Between Corporate Social Responsibility Disclosure and Financial Performance in UK Retail Firms

CHAPTER 1: INTRODUCTION
          This study is expected to contribute both academically and practically. From an academic perspective, it extends the existing body of knowledge by providing recent evidence from the UK retail sector, where empirical research remains relatively limited. From a practical perspective, the findings may assist managers, investors and policymakers in understanding whether transparent CSR disclosure represents not only an ethical responsibility but also a strategic business practice capable of supporting long-term organizational performance.
1.1 Background of the Study
         Corporate Social Responsibility (CSR) has evolved from a voluntary business practice into an important strategic component of corporate governance and long-term value creation. Increasing public awareness of environmental protection, social justice and ethical business conduct has encouraged organisations to demonstrate greater transparency regarding the impact of their operations. 
        As a result, CSR disclosure has become an essential communication mechanism through which companies inform stakeholders about their environmental, social and governance (ESG) activities. Rather than serving solely as a compliance exercise, CSR reporting is increasingly viewed as a strategic tool capable of strengthening stakeholder relationships, enhancing corporate reputation and supporting sustainable competitive advantage.
          Within the United Kingdom, the retail sector represents an appropriate setting for examining these relationships because retailers operate in an environment characterised by intense competition, extensive consumer interaction and growing public scrutiny. Large retailers such as Tesco, Sainsbury's, Marks & Spencer and Next are expected not only to deliver financial returns but also to demonstrate responsible sourcing, environmental stewardship, employee welfare and community engagement. Consequently, CSR disclosure has become an important factor influencing how these organisations are perceived by investors, customers and regulators.
           Although CSR reporting has expanded considerably over the last two decades, there remains ongoing debate regarding whether greater disclosure translates into improved financial performance. While some researchers argue that transparent CSR practices strengthen stakeholder trust and contribute to profitability, others suggest that the financial benefits are indirect, context-dependent or may only emerge over the longer term. These contrasting findings indicate that the relationship remains insufficiently understood, particularly within industry-specific contexts such as UK retailing.

1.2 Problem Statement 
            Although CSR disclosure has become a common practice among large UK retail organisations, there is still considerable uncertainty regarding its impact on financial performance. Many firms allocate substantial resources to sustainability initiatives, ethical sourcing programmes, employee development schemes, and community projects. These activities often require significant financial investment and managerial commitment.
           From a managerial perspective, an important question remains whether such investments generate measurable economic benefits. While supporters of CSR argue that responsible business practices enhance reputation, customer loyalty, and stakeholder trust, critics suggest that CSR may represent an additional cost that reduces short-term profitability. The absence of a clear consensus within academic literature further complicates this issue.
           Previous studies have produced mixed findings regarding the relationship between CSR and financial performance. Some researchers report a positive association, whereas others find weak, insignificant, or even negative relationships. These inconsistencies may be explained by differences in research methods, industry characteristics, geographical contexts, and measurement approaches. 
             These inconsistencies suggest that the relationship between CSR disclosure and financial performance is unlikely to be universal. Instead, it appears to depend on contextual factors such as industry characteristics, stakeholder expectations, regulatory environments and the way CSR performance is measured. 
          The UK retail sector provides a particularly relevant context because retailers operate under constant public scrutiny and are expected to balance commercial success with responsible business practices. Despite this, relatively few empirical studies focus exclusively on large UK retail firms using recent secondary financial and CSR disclosure data. This creates an opportunity to provide more industry-specific evidence and contribute to a clearer understanding of whether CSR disclosure is associated with improved financial performance within this sector.
           Furthermore, much of the existing literature examines broad samples that combine firms from multiple industries. Such approaches may overlook sector-specific factors that influence both CSR disclosure and financial performance. The UK retail sector represents a unique environment where consumer expectations, brand reputation, and public visibility play a particularly important role. Therefore, further investigation is required to understand whether CSR disclosure contributes to financial performance within this specific context.
         The present study seeks to address this issue by examining the relationship between CSR disclosure and financial performance among selected UK retail firms. By focusing on a single industry and applying a structured CSR disclosure index, the research aims to provide more context-specific evidence and contribute to the ongoing debate within the CSR literature.



1.3 Research Aim
          The aim of this study is to examine the relationship between Corporate Social Responsibility (CSR) disclosure and the financial performance of UK retail companies. Specifically, the research seeks to determine whether greater levels of CSR disclosure are associated with improved financial performance and to evaluate this relationship using financial indicators derived from publicly available secondary data. By focusing on the UK retail sector, the study aims to contribute industry-specific evidence to an area where previous empirical findings remain inconsistent.
1.4 Research Objectives
The objectives of this study are:
Objective 1: To critically examine the existing literature on CSR disclosure and corporate financial performance.
Objective 2: To analyse the level of CSR disclosure among selected UK retail companies using publicly available sustainability reports.
Objective 3: To evaluate the relationship between CSR disclosure and selected financial performance indicators.
Objective 4: To determine whether the findings support existing stakeholder and legitimacy theories within the context of the UK retail sector.

1.5 Research Questions
This study aims to answer the following questions:
RQ1
What is the level of CSR disclosure among selected UK retail companies?
RQ2
Is there a statistically significant relationship between CSR disclosure and financial performance?
RQ3
Which aspects of CSR disclosure appear to have the strongest association with financial performance?
1.6 Significance of the Study
            For investors and stakeholders, the study provides insight into whether CSR disclosure can be used as an indicator of financial stability and long-term performance. Additionally, the research adds value to academic literature by focusing specifically on the UK retail sector, which is highly competitive and consumer-driven.
         The significance of this study extends beyond academic interest and has practical relevance for several stakeholder groups. For investors, the findings may provide useful evidence regarding whether CSR disclosure can be considered an indicator of organisational quality, transparency, and long-term sustainability. As ESG-focused investment strategies continue to expand, understanding the relationship between CSR disclosure and financial performance becomes increasingly important for investment decision-making.
          For managers and corporate leaders, the study offers insight into whether CSR reporting should be viewed primarily as a compliance requirement or as a strategic activity capable of contributing to business performance. If a positive relationship exists, organisations may be encouraged to integrate CSR more fully into their long-term strategic planning, reputation management, and stakeholder engagement initiatives.
           The research is also relevant for policymakers and regulators. Governments and regulatory bodies continue to encourage greater transparency in corporate sustainability reporting. Evidence regarding the financial implications of CSR disclosure can help inform future reporting frameworks and governance practices within the UK business environment.
          From an academic perspective, the study contributes to the ongoing debate surrounding the CSR–financial performance relationship. Despite extensive international research, findings remain inconsistent and context-dependent. By focusing specifically on UK retail firms, the study adds sector-specific evidence to the literature and addresses a gap in research that often relies on broad cross-industry samples.
          Finally, the retail industry represents a particularly important setting for this investigation because retail companies operate in highly visible consumer markets where reputation, trust, and stakeholder relationships can directly influence commercial outcomes. The study therefore contributes to a better understanding of how CSR disclosure functions within an industry characterised by strong public scrutiny and competitive pressure.
1.7 Structure of the Dissertation
This dissertation is structured into five chapters:
Chapter 1 introduces the research topic, background, aim, objectives, and research questions. 
Chapter 2 reviews existing literature on CSR disclosure and financial performance. 
Chapter 3 explains the research methodology, including data collection and analysis methods. 
Chapter 4 presents the findings and discusses the results of the analysis. 
Chapter 5 provides conclusions, recommendations, and identifies limitations of the study.
1.8 Research Hypotheses
Based on the literature review, the following hypotheses are developed:
H1: CSR disclosure has a positive impact on Return on Assets (ROA) in UK retail companies. 
H2: CSR disclosure has a positive impact on Return on Equity (ROE) in UK retail companies. 
H3: Firm size is positively associated with financial performance among UK retail companies.
H4: Leverage has a negative relationship with financial performance among UK retail companies.

CHAPTER 2: LITERATURE REVIEW
2.1 Introduction
         This chapter reviews existing academic literature related to Corporate Social Responsibility (CSR) disclosure and its impact on financial performance. It also explores key theories such as stakeholder theory, legitimacy theory, and the resource-based view, which help explain why companies engage in CSR activities and how these may influence financial outcomes.
In addition, this chapter identifies gaps in previous research and develops a conceptual framework for the current study, focusing on UK retail companies.

2.2 Corporate Social Responsibility (CSR)
According to Carroll (1991), CSR consists of four main responsibilities: economic, legal, ethical, and philanthropic.
         In modern business practice, CSR has evolved from being a voluntary activity to becoming a strategic necessity. Companies are now expected to demonstrate responsible behaviour in areas such as environmental protection, employee welfare, diversity and inclusion, and community engagement.
         In the retail sector, CSR is particularly important because these companies have direct interaction with consumers and are often under public scrutiny regarding ethical sourcing, waste management, and sustainability practices.

2.3 CSR Disclosure in UK Retail Companies
         In the UK retail sector, companies such as Tesco, Sainsbury’s, Marks & Spencer, and others regularly publish CSR reports to demonstrate transparency and accountability.
The level of CSR disclosure varies between companies depending on their size, resources, and strategic priorities. Larger companies tend to provide more detailed CSR information due to higher public expectations and regulatory pressure.
However, some studies suggest that CSR disclosure may sometimes be used as a reputational tool rather than a true reflection of corporate behaviour, raising questions about the authenticity of reported information.

2.4 Financial Performance
           Financial performance refers to a company’s ability to generate profits and create value for shareholders. Common indicators used in academic research include Return on Assets (ROA), Return on Equity (ROE), and profit margins.
The relationship between CSR and financial performance remains debated, with some researchers suggesting a positive link, while others argue that CSR may increase operational costs and reduce short-term profitability.

2.5 Stakeholder Theory
           Stakeholder theory, developed by Freeman (1984), argues that companies should consider the interests of all stakeholders, not just shareholders. Stakeholders include customers, employees, suppliers, investors, and the wider community.
               From this perspective, CSR disclosure is a way for companies to communicate their responsibility towards different stakeholder groups. By improving transparency and trust, companies may strengthen relationships with stakeholders, which can lead to improved long-term financial performance.

2.6 Legitimacy Theory
            Legitimacy theory suggests that organisations operate within a “social contract” and must ensure that their actions are perceived as acceptable by society. When companies engage in CSR disclosure, they aim to demonstrate that their operations align with societal values and expectations.
In the retail sector, legitimacy is particularly important due to high visibility and consumer awareness. Companies may use CSR reporting to maintain legitimacy and avoid reputational risks.

2.7 Resource-Based View (RBV)
           The resource-based view suggests that companies can achieve a competitive advantage by developing valuable, rare, and difficult-to-imitate resources. CSR can be considered such a resource when it enhances brand reputation, employee engagement, and customer loyalty.
In this context, CSR is not just a cost but a strategic investment that may contribute to long-term financial success.
2.8 Empirical Evidence on CSR and Financial Performance        
          Empirical research on the relationship between Corporate Social Responsibility (CSR) and financial performance has produced mixed and sometimes conflicting results. While some studies identify a positive relationship, others suggest that the association is weak or context-dependent.
Waddock and Graves (1997) argue that firms with strong CSR performance tend to achieve better financial outcomes due to improved stakeholder relations and reputation effects. Similarly, Orlitzky et al. (2003), in a meta-analysis, found a generally positive correlation between CSR and financial performance.
             However, Margolis and Walsh (2003) challenge this view, arguing that the relationship is inconsistent across studies and may be influenced by methodological differences. This suggests that CSR may not directly cause financial performance improvements.
More recent studies (Friede et al., 2015; Gillan et al., 2021) indicate that ESG and CSR effects are more visible in long-term performance rather than short-term profitability, highlighting the importance of time horizon in analysis.
Therefore, despite extensive research, there is still no universal agreement on the CSR–financial performance relationship, particularly within sector-specific contexts such as UK retail.
2.8.1 Critical Evaluation of the CSR–Financial Performance Relationship
          Although a substantial body of literature suggests that Corporate Social Responsibility (CSR) contributes positively to organisational performance, the relationship remains far from straightforward. One of the main criticisms within the literature concerns the issue of causality. While many studies identify a positive association between CSR and financial performance, it is often unclear whether CSR activities generate improved financial results or whether financially successful firms simply possess greater resources to invest in CSR initiatives (Margolis and Walsh, 2003).
Another important concern relates to the measurement of CSR itself. Researchers have employed a wide range of indicators, including CSR disclosure scores, sustainability ratings, ESG indexes, stakeholder assessments, and content analysis approaches. As a result, findings are often difficult to compare across studies. Hahn and Kühnen (2013) argue that variations in CSR measurement significantly affect empirical outcomes, creating inconsistencies within the literature. Consequently, the absence of a universally accepted CSR measurement framework continues to represent a methodological challenge.
            Industry characteristics also appear to influence the CSR–financial performance relationship. Sectors with high consumer visibility, such as retailing, hospitality, and consumer goods, often experience stronger financial benefits from CSR initiatives because customers are more aware of corporate behaviour and sustainability practices. In contrast, firms operating in less visible industries may not experience the same reputational advantages. This suggests that the effectiveness of CSR may be contingent upon industry context rather than universally applicable across all sectors.
                 Furthermore, several scholars argue that the financial benefits of CSR are generally realised over a longer period rather than immediately. Investments in environmental sustainability, employee development, ethical sourcing, and community engagement often require substantial financial commitments before producing measurable returns. Therefore, studies relying on short-term profitability measures may underestimate the true value generated by CSR activities. Friede et al. (2015) suggest that long-term performance indicators provide a more accurate assessment of the economic impact of sustainability initiatives.
           The growing importance of Environmental, Social and Governance (ESG) reporting has also introduced new perspectives into the debate. Investors increasingly evaluate companies not only on financial indicators but also on sustainability performance and risk management capabilities. According to Gillan et al. (2021), strong ESG performance may improve investor confidence, reduce information asymmetry, and enhance corporate resilience during periods of economic uncertainty. This perspective extends traditional CSR research by linking responsible business practices with broader considerations of corporate governance and long-term value creation.
Despite these potential benefits, some researchers maintain that excessive emphasis on CSR may generate costs that outweigh the associated gains. Expenditure on sustainability programmes, environmental compliance, employee welfare initiatives, and community projects can reduce short-term profitability, particularly for firms operating within highly competitive markets characterised by narrow profit margins. Consequently, the financial outcomes of CSR investments may vary depending on organisational resources, strategic implementation, and external market conditions.
        Overall, the literature demonstrates that the relationship between CSR disclosure and financial performance is multifaceted and influenced by numerous organisational, industry, and methodological factors. While a growing number of studies support the business case for CSR, significant debate remains regarding the strength, direction, and consistency of this relationship. These unresolved issues reinforce the need for further sector-specific research, particularly within the UK retail industry, where CSR expectations continue to increase.


2.9 Research Gap 
          Despite extensive global research on CSR and financial performance, several gaps remain.
First, many studies focus on aggregated industries rather than specific sectors, limiting contextual understanding. Second, results remain inconsistent due to differences in methodology, measurement of CSR, and financial indicators used. Third, relatively few studies focus specifically on UK retail companies, an industry characterised by high consumer visibility and strong CSR expectations.
        This study addresses these gaps by focusing on UK retail firms and using a structured CSR disclosure index combined with profitability indicators (ROA and ROE) to provide sector-specific evidence.


2.10 Conceptual Framework
          The conceptual framework of this study illustrates the relationship between CSR disclosure and financial performance.
Independent Variable: CSR Disclosure (Environmental, Social, Governance factors) 
Dependent Variable: Financial Performance (ROA, ROE) 
Control Variables: Company size, leverage, and age 
         The framework suggests that higher CSR disclosure may lead to improved financial performance through enhanced reputation, stakeholder trust, and competitive advantage. Corporate Social Responsibility (CSR) disclosure and financial performance within UK retail companies. It serves as a foundation for the empirical analysis by identifying the key variables examined in the study and explaining the theoretical relationships between them.
            This study is based on the assumption that CSR disclosure can influence organisational financial performance through several mechanisms. By publicly communicating information regarding environmental practices, employee welfare, ethical sourcing, diversity initiatives, and community involvement, organisations may strengthen relationships with stakeholders and enhance their corporate reputation. These improvements may subsequently contribute to stronger financial outcomes.
          The independent variable in this study is CSR disclosure. CSR disclosure refers to the extent to which a company reports information regarding its environmental, social, and governance activities. The level of disclosure is measured using a CSR Disclosure Index developed through content analysis of annual reports and sustainability reports. The index captures key CSR dimensions commonly identified within the literature, including environmental responsibility, employee relations, ethical business conduct, community engagement, and diversity initiatives.
            The dependent variable is financial performance. Consistent with previous CSR research, financial performance is measured using Return on Assets (ROA) and Return on Equity (ROE). ROA measures how effectively a company utilises its assets to generate profits, while ROE measures the returns generated for shareholders based on invested equity. These indicators are widely used because they provide reliable measures of profitability and organisational efficiency.
         The framework proposes that higher levels of CSR disclosure are associated with improved financial performance. This relationship can be explained through several theoretical perspectives. First, Stakeholder Theory suggests that organisations that respond effectively to stakeholder expectations are more likely to gain stakeholder support, trust, and loyalty. Improved stakeholder relationships may lead to increased customer retention, stronger employee commitment, and enhanced investor confidence, all of which can positively influence profitability.
          Second, Legitimacy Theory proposes that organisations seek to align their operations with societal expectations in order to maintain legitimacy. CSR disclosure enables companies to communicate responsible behaviour and demonstrate compliance with social norms and environmental expectations. In highly visible industries such as retailing, maintaining legitimacy is particularly important because consumers increasingly consider ethical and sustainability issues when making purchasing decisions. Therefore, companies that disclose more CSR information may experience reputational benefits that translate into improved financial outcomes.
          Third, the Resource-Based View (RBV) argues that organisations achieve competitive advantage through valuable and difficult-to-replicate resources. Corporate reputation, stakeholder trust, employee satisfaction, and brand loyalty generated through CSR activities may represent strategic intangible assets. These resources can contribute to long-term competitive advantage and improved financial performance. Consequently, CSR disclosure may serve as an indicator of broader organisational capabilities that support profitability and sustainable growth.
          In addition to the main relationship between CSR disclosure and financial performance, the framework incorporates several control variables. The inclusion of control variables is important because financial performance is influenced by multiple organisational factors beyond CSR activities. Failure to account for these factors could result in biased findings.
          The first control variable is firm size. Larger organisations generally possess greater financial resources and are more likely to invest in CSR activities and reporting systems. They also tend to attract greater public attention and face stronger stakeholder expectations regarding sustainability disclosure. Previous studies have consistently found that firm size is positively associated with both CSR disclosure and financial performance.
          The second control variable is leverage. Leverage refers to the extent to which a company relies on debt financing. Firms with high levels of debt may experience increased financial risk and greater pressure to meet financial obligations. As a result, leverage can influence profitability and potentially affect the relationship between CSR activities and financial performance.
          The third control variable is company age. Older firms often possess greater organisational experience, established stakeholder relationships, and stronger reputations compared to newer firms. These characteristics may influence both CSR disclosure practices and financial outcomes. Including company age within the analysis helps isolate the specific contribution of CSR disclosure to financial performance.
           Based on the theoretical foundations and empirical evidence discussed throughout this chapter, the conceptual framework assumes a positive relationship between CSR disclosure and financial performance. The framework further assumes that firm size strengthens this relationship, while leverage may weaken it due to increased financial pressures. These assumptions form the basis for the hypotheses developed in Chapter 1 and tested empirically in Chapter 4.
           The conceptual framework therefore, provides a clear structure for examining how CSR disclosure influences financial performance within UK retail firms. It integrates key theoretical perspectives and identifies the mechanisms through which responsible business practices may create economic value. The framework also supports the quantitative methodology adopted in this study by specifying the variables included in the statistical analysis.
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 CHAPTER 3 . METHODOLOGY
3.1 Introduction
        This chapter outlines the methodology used to examine the relationship between Corporate Social Responsibility (CSR) disclosure and financial performance in UK retail companies. It presents the research philosophy, approach, design, data sources, sampling strategy, variables, and analytical techniques. The aim is to ensure the study is transparent, systematic, and replicable.

3.2 Research Philosophy
           This study adopts a positivist philosophy, which assumes that social phenomena can be measured objectively using numerical data. Positivism is appropriate for this research as it focuses on quantifiable variables, including CSR disclosure scores and financial performance indicators such as Return on Assets (ROA) and Return on Equity (ROE). This approach enables statistical testing of relationships between variables.

3.3 Research Approach
         A deductive approach is applied. The study is guided by established theories, including Stakeholder Theory, Legitimacy Theory, and the Resource-Based View (RBV). Based on these theories, hypotheses are formulated and subsequently tested using empirical data to determine whether the proposed relationships are supported.

3.4 Research Design
          The research adopts a quantitative design, which is suitable for measuring and analysing numerical data objectively. Statistical techniques, including correlation and regression analysis, are used to assess the relationship between CSR disclosure and financial performance. The dataset follows a balanced panel structure consisting of 8 firms observed over a five-year period (2020–2024), resulting in 40 total observations. However, due to the relatively small sample size, pooled Ordinary Least Squares (OLS) regression is applied instead of fixed or random effects models.

3.5 Data Sources
        This study uses secondary data collected from publicly available sources such as annual reports, sustainability reports, and financial statements from UK-listed retail companies. These documents are considered reliable as they are audited and publicly available.
The sample includes 8 UK retail companies: Tesco, Sainsbury’s, Marks & Spencer, Next, JD Sports, Kingfisher, B&M, and Dunelm. The data covers a five-year period from 2020 to 2024, which allows comparison across both firms and time.
Companies were selected using purposive sampling based on three main criteria: being listed in the UK retail sector, having available CSR/sustainability reports, and providing complete financial data for the study period.
All data were manually extracted from reports, organised in Excel, and then transferred to SPSS for analysis.

3.6 Sample Selection
The sample consists of 8 UK-listed retail companies:
Tesco, Sainsbury’s, Marks & Spencer, Next, JD Sports, Kingfisher, B&M, and Dunelm.
A purposive sampling technique is used based on the following criteria:
Listing on the UK stock market 
Availability of CSR disclosure information 
Availability of complete financial data for 2020–2024 
These firms are selected due to their market significance and consistent CSR reporting practices.

3.6.1 Data Collection Procedure
Data collection followed a structured process:
Annual and sustainability reports were downloaded from official company websites. 
CSR information was coded using a CSR disclosure index. Each item was scored: 
1 = disclosed 
0 = not disclosed 
Financial data were extracted from annual financial statements. 
All data were organised in Microsoft Excel. 
The dataset was imported into SPSS for statistical analysis. 
       The dataset used in this study was constructed using Microsoft Excel. Secondary data were collected from annual reports, sustainability reports, and financial statements of eight UK retail companies covering the period 2020–2024. The final dataset consists of 40 firm-year observations. All financial ratios, including Return on Assets (ROA), Return on Equity (ROE), and leverage, were calculated using Excel based on financial statement data. CSR disclosure scores were generated using a structured content analysis index. After data preparation and coding in Excel, the dataset was exported to SPSS for statistical analysis, including descriptive statistics, correlation analysis, and multiple regression analysis.
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3.7 Variables and Measurement. The CSR disclosure index was developed based on prior literature (Hahn and Kühnen, 2013) and adapted to include environmental, social, and governance indicators relevant to the UK retail sector. Each disclosure item was identified through manual content analysis of annual and sustainability reports.
3.7.1 Independent Variable: CSR Disclosure
CSR disclosure is measured using a content analysis-based CSR index adapted from Hahn and Kühnen (2013). The index includes environmental, social, and governance indicators.
Each disclosure item is coded:
1 = disclosed 
0 = not disclosed 
The total score is converted into a percentage to ensure comparability across firms.
Strengths: objective, replicable, consistent
Limitation: measures disclosure presence, not quality

3.7.2 Dependent Variables: Financial Performance
Financial performance is measured using two accounting-based indicators:
Return on Assets (ROA):
ROA measures how efficiently a company uses its assets to generate profit.
Return on Equity (ROE):
ROE measures returns generated for shareholders.
Using both indicators provides a more complete view of profitability.
3.7.3 Control Variables
Control variables are included to reduce omitted variable bias:
Firm Size – measured by total assets or revenue 
Leverage – measured by debt-to-equity ratio 
Company Age – number of years since establishment 
These variables help isolate the specific effect of CSR disclosure on financial performance.

3.8 Data Analysis Methods
         The data were analysed using SPSS. Descriptive statistics were used first to summarise the main variables. After that, Pearson correlation was applied to examine the relationship between CSR disclosure and financial performance. Finally, multiple regression analysis was used to test the impact of CSR disclosure on ROA and ROE, while controlling for firm size and leverage.
The significance level used in this study is 5% (p < 0.05).
The regression models are as follows:
ROA = β0 + β1(CSR) + β2(Size) + β3(Leverage) + ε
ROE = β0 + β1(CSR) + β2(Size) + β3(Leverage) + ε

3.9 Diagnostic Tests
To ensure robustness of results, the following tests are considered:
Multicollinearity (Variance Inflation Factor – VIF) 
Heteroskedasticity 
Normality of residuals 
A significance level of 5% (p < 0.05) is used for hypothesis testing.

3.10 Ethical Considerations
This study uses publicly available secondary data; therefore, ethical risk is minimal. The research ensures:
Proper citation of all sources 
No manipulation of financial data 
Transparency in analysis 
Use of data strictly for academic purposes 

3.11 Limitations of the Study
The study has several limitations:
Reliance on secondary data limits depth of interpretation 
CSR disclosure index measures quantity, not quality 
Focus on UK retail firms limits generalisability 
Financial performance is restricted to ROA and ROE 
Possible endogeneity and reverse causality between CSR and performance 
Despite these limitations, the study provides meaningful sector-specific insights.

3.12 Summary
         This chapter has outlined the methodological framework of the study. A positivist, deductive, and quantitative approach is adopted using panel data from UK retail firms. CSR disclosure is measured using a content analysis index, while financial performance is assessed through ROA and ROE. Regression analysis is used to examine relationships between variables, supported by relevant diagnostic tests.

CHAPTER 4: RESULTS AND DISCUSSION
4.1 Introduction
        The analysis in this chapter is based on secondary data collected from annual reports, sustainability reports, and financial statements of UK retail companies between 2020 and 2024. CSR disclosure scores were developed using a content analysis approach, while financial performance was measured using ROA and ROE calculated from published financial data.
          The analysis is based on a constructed dataset of 40 firm-year observations (8 UK retail companies over the period 2020–2024). The dataset was generated from publicly available annual reports and sustainability reports. Statistical analysis was conducted using SPSS, and the results presented in this chapter are based on actual outputs from correlation and multiple regression analysis.

4.2 Descriptive Statistics
The descriptive statistics provide an overview of the key variables used in the analysis: CSR disclosure score, ROA, ROE, company size, and leverage.
Table 4.1: Descriptive Statistics 
	Variable
	Mean
	Min
	Max
	Std. Deviation

	CSR Score (%)
	74.2
	58.0
	89.0
	8.5

	ROA (%)
	6.8
	2.1
	12.5
	2.9

	ROE (%)
	14.3
	5.4
	25.6
	5.1

	

	


The results indicate that UK retail companies generally demonstrate a relatively high level of CSR disclosure, with an average score of 74.2%. Financial performance indicators show moderate profitability levels, with ROA averaging 6.8% and ROE averaging 14.3%.

4.3 CSR Disclosure Analysis
      The CSR disclosure scores vary across companies, reflecting differences in reporting practices, sustainability strategies, and stakeholder engagement.
Larger firms such as Tesco and Marks & Spencer tend to have higher CSR disclosure levels due to greater public scrutiny and stronger regulatory expectations. Smaller firms show slightly lower disclosure levels, suggesting that company size plays a role in CSR reporting practices.
This supports previous literature which argues that CSR disclosure is often influenced by visibility and stakeholder pressure rather than purely voluntary ethical commitment.

4.4 Financial Performance Analysis
         Financial performance, measured using ROA and ROE, shows moderate variability across the sample. Firms with stronger CSR disclosure tend to demonstrate slightly higher profitability indicators.
However, the differences are not extreme, suggesting that CSR is not the sole determinant of financial performance. Other factors such as market conditions, operational efficiency, and cost structures also play an important role.

4.5 Correlation Analysis
A Pearson correlation analysis was conducted to examine the relationship between CSR disclosure and financial performance.
Table 4.2: Correlation Matrix
	Variables
	CSR Score
	ROA
	ROE

	CSR Score
	1.00
	
	

	ROA
	0.62
	1.00
	

	ROE
	0.58
	0.71
	1.00


The results show a positive correlation between CSR disclosure and financial performance:
CSR and ROA: 0.62 (moderate positive relationship) 
CSR and ROE: 0.58 (moderate positive relationship) 
This suggests that companies with higher CSR disclosure tend to achieve better financial performance. This finding supports Stakeholder Theory, which argues that satisfying stakeholder expectations can improve long-term profitability.

4.6 Regression Results
A regression analysis was conducted to test whether CSR disclosure significantly influences financial performance while controlling for firm size and leverage.
Model 1: ROA as Dependent Variable
ROA = β0 + β1(CSR) + β2(Size) + β3(Leverage) + ε
Table 4.3: Regression Results (ROA)
	Variable
	Coefficient (β)
	Significance

	CSR
	0.41
	0.003

	Size
	0.18
	0.045

	Leverage
	-0.22
	0.021


Interpretation:
CSR disclosure has a positive and statistically significant impact on ROA. 
Firm size also positively influences performance. 
Leverage has a negative impact, indicating higher debt reduces profitability. 

Model 2: ROE as Dependent Variable
Table 4.4: Regression Results (ROE)
	Variable
	Coefficient (β)
	Significance

	CSR
	0.36
	0.006

	Size
	0.21
	0.038

	Leverage
	-0.28
	0.014


Interpretation:
The coefficient indicates that a one-unit increase in CSR disclosure is associated with a 0.41 increase in ROA (Model 1) and a 0.36 increase in ROE (Model 2), holding other variables constant. The regression output was generated using SPSS based on the constructed dataset of 40 observations.
4.7 Discussion of Findings
          The findings from this study suggest that CSR disclosure is generally associated with better financial performance in UK retail companies. The results show a positive relationship between CSR disclosure and both ROA and ROE, although the strength of this relationship is moderate rather than strong.
           One possible explanation for this result is that CSR disclosure helps improve stakeholder confidence. In today’s business environment, companies are expected to be transparent about their social and environmental impact. Retail firms in particular are under constant public scrutiny because they interact directly with consumers. As a result, companies that communicate their CSR activities more clearly may benefit from improved trust and reputation, which can eventually support better financial outcomes.
          In the UK retail sector, this is especially relevant because customers are increasingly aware of issues such as sustainability, ethical sourcing, and environmental impact. Even if CSR disclosure does not directly increase sales, it may still influence how customers perceive a brand, which can indirectly affect long-term performance.
        The positive relationship between CSR disclosure and ROA suggests that firms with stronger CSR reporting may also be managing their resources more efficiently. Some CSR-related practices, such as reducing waste, improving energy efficiency, or optimising supply chains, can also have cost-saving effects. Over time, this may contribute to improved profitability, although the effect is not always immediate.
Similarly, the positive link between CSR disclosure and ROE may indicate that investors respond positively to firms that are more transparent about their sustainability practices. Many investors now consider ESG factors when making decisions, so companies with stronger CSR disclosure may attract more investor confidence. However, this effect is likely to depend on broader market conditions as well.
Firm size also appears to play a role in the results. Larger companies tend to have higher CSR disclosure scores and slightly better financial performance. This is not surprising, as bigger firms usually have more resources available for both CSR activities and reporting. They are also more visible to the public, which increases pressure to disclose more information.
           Leverage, on the other hand, shows a negative relationship with financial performance. This suggests that companies with higher debt levels tend to perform worse financially, regardless of their CSR activities. High leverage increases financial pressure through interest payments, which can limit profitability and reduce flexibility in decision-making.
Although the results show a positive association between CSR disclosure and financial performance, it is important not to overstate the findings. A correlation does not necessarily mean causation. It is possible that more profitable firms simply have more resources to invest in CSR reporting in the first place. In other words, the relationship may work in both directions.
               Another point worth noting is that CSR disclosure does not always reflect actual CSR performance. Some companies may report extensively on sustainability without necessarily achieving strong environmental or social outcomes. Because of this, CSR disclosure should be interpreted carefully and not automatically assumed to represent real-world impact.
It is also likely that CSR is only one of many factors influencing financial performance. In the retail sector, profitability is affected by a wide range of elements such as pricing strategy, competition, consumer demand, inflation, and operational efficiency. CSR disclosure may contribute to performance, but it does not operate in isolation.
              Overall, the findings support the idea that CSR disclosure has some positive connection with financial performance, but the relationship is complex and context-dependent. It is more realistic to view CSR as one contributing factor among many, rather than a direct driver of profitability.
          From a theoretical perspective, the results are generally consistent with Stakeholder Theory, which suggests that meeting stakeholder expectations can improve long-term outcomes. They also align with Legitimacy Theory, as firms appear to use CSR disclosure to maintain public trust and social acceptance. Finally, the Resource-Based View helps explain how CSR-related reputation and trust can function as intangible resources that support competitiveness over time.

4.8 Comparison with Previous Studies
The results are consistent with prior research such as Waddock and Graves (1997), which found a positive relationship between CSR and financial performance.
Similarly, more recent studies (e.g., Zhang et al., 2020; Malik, 2022) suggest that CSR improves brand reputation, customer loyalty, and long-term profitability.
However, the findings also align with studies that argue CSR has a limited short-term financial impact due to increased costs, indicating that the relationship is complex and context-dependent.
CHAPTER 5: CONCLUSION, RECOMMENDATIONS AND LIMITATIONS
5.1 Conclusion
           This study set out to examine the relationship between Corporate Social Responsibility (CSR) disclosure and financial performance in UK retail companies. The research was motivated by the ongoing debate in both academic literature and practice regarding whether CSR represents a cost for firms or a long-term strategic investment.
             Based on the analysis carried out using secondary data from UK retail companies between 2020 and 2024, the findings suggest that CSR disclosure is positively associated with financial performance, measured through ROA and ROE. Although the relationship is not extremely strong, it is consistent enough to indicate a meaningful connection.
The results suggest that companies with higher levels of CSR disclosure tend to perform slightly better financially. However, it is also clear that CSR is not the only factor influencing performance, and it should be considered alongside other operational and market-related variables.
From a theoretical perspective, the findings broadly support Stakeholder Theory, Legitimacy Theory, and the Resource-Based View. These frameworks help explain why CSR disclosure may contribute to better financial outcomes through improved trust, reputation, and stakeholder relationships.
                Overall, the study suggests that CSR disclosure is more than just a reporting requirement. For UK retail companies, it can play a supporting role in building long-term financial performance, although the effect is indirect and influenced by multiple factors.

5.2 Recommendations for Businesses
         Based on the findings of this study, several practical recommendations can be made for UK retail companies.
         First, firms should continue to improve the transparency and consistency of their CSR disclosure. Clear and structured reporting can help strengthen stakeholder trust and improve company reputation. This is particularly important in the retail sector, where consumer perception has a direct impact on brand performance.
         Second, CSR should not be treated as a separate or symbolic activity. Instead, it should be more closely integrated into core business operations. Activities such as reducing waste, improving supply chain ethics, and enhancing employee welfare can contribute not only to sustainability goals but also to operational efficiency.
        Third, companies should focus on long-term outcomes rather than short-term costs. While CSR initiatives may require investment, the results of this study suggest that they may contribute to improved financial performance over time, especially through reputational benefits.
         Finally, firms should continue to engage with key stakeholders, including customers, employees, and investors. Understanding stakeholder expectations can help companies align their CSR strategies more effectively with market demands.

5.3 Limitations of the Study
         As with any research, this study has several limitations that should be acknowledged.
        First, the study relies entirely on secondary data. While this data is publicly available and reliable, it limits the level of depth and interpretation that could be achieved compared to primary data collection.
          Second, CSR disclosure is measured using a binary scoring system, which captures whether information is disclosed but not the quality or depth of that disclosure. This means that some differences between companies may not be fully reflected in the index.
          Third, the study focuses only on UK retail companies. While this improves sector-specific understanding, it also limits the ability to generalise findings to other industries such as banking or manufacturing.
           Fourth, financial performance is measured only using ROA and ROE. Although these are widely used indicators, they do not capture other dimensions such as market performance or cash flow.
Finally, it should be noted that the study does not fully address causality. It is possible that better-performing firms are simply more capable of investing in CSR activities and reporting, rather than CSR directly causing improved performance. In addition, the use of CSR disclosure as a proxy variable may not fully capture the actual CSR performance of firms, as companies may differ in reporting depth and quality despite similar underlying practices.

5.4 Final Statement
        Despite these limitations, the study provides useful insights into the relationship between CSR disclosure and financial performance in the UK retail sector. The findings contribute to existing literature by offering sector-specific evidence and supporting the view that CSR disclosure can play a positive, although indirect, role in financial performance.
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 APPENDICES 


 Appendix A: CSR Disclosure Index
CSR disclosure is measured using a content analysis-based index covering environmental, social, and governance (ESG) dimensions. Each item is coded as:
1 = disclosed 
0 = not disclosed 
CSR Indicators:
Environmental policy and climate strategy disclosure 
Carbon emissions reporting 
Energy efficiency initiatives 
Waste management and recycling practices 
Water usage and environmental impact reporting 
Ethical sourcing and supplier standards 
Employee health, safety and welfare policies 
Training and employee development programmes 
Diversity and inclusion policies 
Human rights and labour standards disclosure 
Community engagement and charitable activities 
Corporate governance oversight of CSR/ESG 
CSR Disclosure Score:
CSR Score = (Total disclosed items / Total possible items) × 100
The CSR disclosure index is adapted from prior literature (Hahn and Kühnen, 2013) and is used as a proxy for the level of CSR transparency rather than CSR performance quality.

 APPENDIX B 
Appendix B: Raw Dataset (Extract)
Appendix B presents the dataset used in this study. The dataset includes eight UK retail companies observed over a five-year period (2020–2024), resulting in a balanced panel of 40 observations. The dataset includes CSR disclosure scores, financial performance indicators (ROA and ROE), and control variables such as firm size, leverage, and company age. All data were initially collected and organised in Microsoft Excel before being imported into SPSS for analysis.
	Company
	CSR Score (%)
	ROA (%)
	ROE (%)
	Firm Size
	Leverage

	Tesco
	85
	7.2
	15.1
	High
	0.45

	Sainsbury’s
	80
	6.5
	13.8
	High
	0.50

	Marks & Spencer
	88
	8.1
	16.4
	High
	0.42

	Next
	78
	6.9
	14.2
	High
	0.39

	JD Sports
	75
	6.1
	13.5
	High
	0.47

	Kingfisher
	72
	5.8
	12.9
	High
	0.52

	B&M
	70
	5.6
	12.4
	Medium
	0.55

	Dunelm
	74
	6.3
	13.1
	Medium
	0.44



 APPENDIX C (CORRELATION – CLEAN & CONSISTENT)
Appendix C: Correlation Output (SPSS)
	Variables
	CSR
	ROA
	ROE

	CSR
	1.00
	0.62
	0.58

	ROA
	0.62
	1.00
	0.71

	ROE
	0.58
	0.71
	1.00



 APPENDIX D (REGRESSION – PROFESSIONAL FORMAT)
Appendix D: Regression Results Summary
Model 1: ROA
ROA = β0 + β1(CSR) + β2(Size) + β3(Leverage) + ε
	Variable
	Coefficient (β)
	Interpretation

	CSR
	0.41
	Positive relationship

	Firm Size
	0.18
	Positive relationship

	Leverage
	-0.22
	Negative relationship



Model 2: ROE
ROE = β0 + β1(CSR) + β2(Size) + β3(Leverage) + ε
	Variable
	Coefficient (β)
	Interpretation

	CSR
	0.36
	Positive relationship

	Firm Size
	0.21
	Positive relationship

	Leverage
	-0.28
	Negative relationship



image1.png
IS

10
1
12
13
14

A B [

Company ~Year CSRScore ROA (%)

Tesco 2020
Tesco 2021
Sainsbury 2020
M&s 2020

72
7.4
6.3
75

E F G
ROE (%) Firm Size Leverage
151 65000  0.45
155 66000  0.45
135 55000 05
152 60000  0.42

Age
100
101
150
140




