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Abstract

The aim of present research was to investigate the effect of production competition in the market on the
reporting the social responsibility (SR) in presence of financial restrictions and economical uncertainty. To
gather the needed data, 120 companies were selected as statistical sample of research among the active
companies in Tehran Stock Exchange by systematic elimination method in the period of 2015 to 2021. after
collecting the data related to the examined variables in Excel software, the models estimated in Eviews software
and the linear regression performed. The obtained results imply that the product market competition has a direct
and significant relation with reporting the social responsibility activities. The effect of financial restriction on
relationship between product market competition and reporting the social responsibility activities is significant
but inverse. Also, the economical uncertainty in the exchange rate has an inverse and significant effect on the
relationship between product market competition and reporting the social responsibility activities, while that the
economical uncertainty in the inflation rate has not any effect on this relationship.

Keywords: Production Competition, Social Responsibility, Economical Uncertainty, Exchange Rate, Inflation
Rate.

Introduction: The available evidence regarding the effect of competition in the product market on social
responsibility reporting raises two contradictory arguments. Some evidence such as Fernandes & Sentelav
(2010), Maryoun & et al. (2012) and Fresard & Valta (2013) indicate that competition in the market through
improving operational decisions, reducing violations at the management level, and increasing the quality of
financial and social reporting. As an external mechanism of corporate governance, it reduces the cost of
representation and aligns the interests of managers, investors and society. On the contrary, some evidence such
as loannou & Serafeim (2017), Bens et al. (2011), Ali et al. (2014), Huang et al. (2016) show that corporate
social responsibility disclosure regulations can increase the value of the company through mandatory disclosure.
Reduce sensitive proprietary or competitive information. The present study seeks an answer to the problem of
the contradictory effect of competition on CSR in developing economies such as Iran.
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Method and Data: The following models have been used to test the first to third hypotheses of the research:

CSR= PMC +ZCONTROL + £ Model (1)
CSR= PMC +PMC*FC + XCONTROL + £ Model (2)
CSR= PMC + PMC*EXRATE + PMC*INRATE + XCONTROL + £ Model (3)

In the above models, CSR, social responsibility reporting, PMC, product market competition, FC, financial
limitation, EXRATE, economic uncertainty, ECONTROL are control variables.

Findings: Product market competition has a positive effect on social responsibility reporting, and financial
limitations weaken the positive relationship between product market competition and social responsibility. This
finding shows that social partnerships may be a threat to the financial performance of companies in financial
constraints. Also, the uncertainty of the exchange rate weakens the positive relationship between competition in
the product market and social responsibility. This finding shows that in times of economic uncertainty,
companiesact more cautiously in their expenses; Expected value increases; Investment projects are delayed and
companies may limit social responsibility reporting.

Conclusion and discussion: Product market competition encourages managers to make effective management
decisions to maximize benefits and minimize costs. Companies use social responsibility disclosure as a means to
reduce information asymmetry between companies and investors in order to improve their access to foreign
capital, hence product market competition can lead to more corporate social responsibility disclosure. The
importance of corporate social responsibility in strengthening investor relations, especially when faced with
intense competition, becomes more important because it helps companiesto maintain and improve their relations
with investors and other multiple external relations at the same time. Social responsibility reporting may
positively influence the general beliefs and attitudes of investors and customers towards the company and
promote them to invest and buy the company's products in a competitive market. This discussion suggests that
companies in competitive conditions are more likely to engage in CSR reporting to effectively strengthen their
long-term relationships with multiple investors and customers.
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