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Abstract

Corporate Social Responsibility has greatly contributed to the success of various corporate
institutions in the western world while the concept is widely recognized as being of
significant strategic value to organizations. This study therefore seeks to address the
corporate social responsibility and financial performance of listed fast moving consumer
goods firms in Nigeria. The research adopted the ex-post facto research design. Secondary
data were captured through the use of financial statement of listed fast moving consumer
goods firms in Nigeria. Target population of the study was made up of listed fast rﬂ%g;g
consumer goods firms in Nigeria. A total of nine companies were randomly selec N ugh
purposive sampling technique and ten years financial of their financial state ‘%e're put
under observation. The study revealed that the summary statistics of all th ables under
study were described. Specifically, the mean values of the CEE, SEE d the ESE
stood at N19, 450, 000, N751,000,000, N83,720,000 and N9,720,000 res ively, also that
the company engages in CSR programmes because it wants to ¢ an image of a good
corporate citizen. The study concludes that CSR has a substanti K%i‘ ositive impact on all
performance indicators used in the literature review whic}% inance, organizational
performance overtime, reputation, employee commitment nd differentiation. It was
therefore recommended that companies should identi stakeholders’ needs before
taking CSR initiatives; also top management must updetstand the strategic financial benefits

of CSR activities and include CSR initiates in thei ic plans.
A

Keywords: Corporate Social Responsibility, Financial Performance, Nigerian Listed Firms,
Community Empowerment, Environment@agement
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Chapter One
Introduction
1.1 Background to the Study

The survival of every business operation depends on the accomplishment of its gqa\kbn'd
objectives. The two broad categories of business objectives expected to b plished
include economic objectives and social objectives. While economio%}ﬁtives are the
targets to be accomplished in the marketing efforts of a bus?@ol’ganization, social
objectives are associated with the aims of the business or %ﬁn towards satisfying the
interest of its shareholders, employees, and the meme%ﬂw public!. This study focused
on the social objectives otherwise known as soc} nsibilities of business organization.
Corporate social responsibility is defined obligation which a company has to satisfy

the financial interest of its stockholde@well as to meet the needs of it host community

&

Business is essential &th development and well-being of every society. However,

society?.

business enterpris not just exist; it largely depends on a number of stakeholders,
which inclu@%tors, employees, customers, interest groups and community at large. An
extensi critical debate about the responsibility, role and conduct of business, and their

ed corporate social responsibilities in the community, is taking place among the

academics and the practitioners’ alike’.

Today, the level of demand of business roles in the society goes beyond the direct impact on
the business organizations however, corporations must contribute immensely to human,

society and environment growth and development. For organizations, these activities are



manifested through the concept of Corporate Social Responsibility (CSR) in an
organization*. The European Commission defined corporate social responsibility in 2011 as
“A concept whereby corporations integrate both social and environmental concerns and
activities in their business operations and in their interaction with their stakeholders on a
voluntary basis. However, from a corporate view, it is difficult to measure if these cl@@s

can have a positive impact on host community. Instead, these contributory % s are

mainly measurable from a philanthropic view. Business organizations a@@borced from

the rest of the society where they exist. (6

The practice of corporate social responsibility got quick e@m in 1979 but it appears
longer before then. Prior before the advent of CSR, %% use to know is philanthropy.
Therefore, concept of corporate social responsibél@a direct involvement in the affairs of
the community. The continued acceptanc@ompany and its going concern depends to a
large extent on its demonstration on Q}ness of the basic problems of the society and
willingness as well as its capagit ontrlbute to these problems. A business organization

should be a respons1ble and ble member of the society in which it operates.

Corporate Soci @%ponmblhty (CSR) is a form of internal monitoring, control,
management and external communication, which allows organizations of all sizes to meet
the grd%g information needs of both internal and external stakeholders. In essence, it

information about an organization’s economic, social, and environmental
operations, the related impacts it has through its everyday operations; and the consequences
of those impacts for the company and others. Stakeholders (investors, customers, suppliers,
government, employees, trade associations and environmental groups) are expecting

companies to produce reports that will demonstrate and present the true and fair financial



value, drive innovation and promote learning. Long term business success depends not only
on a healthy financial position and profitability, but also on vibrant social and environmental
performance. CSR is a crucial step towards achieving a sustainable global economy and
development®. It enhances corporate accountability, drives greater innovation, improves
internal management, builds trust, creates transparency and decision-making pro&s\e,s,

reduces compliance costs and gives competitive advantage. Q%'\

Business is one the major components of the society, as such, it must sub%m self to the fair
requirements of the society, for, their relative interaction is vital q@ip?ocal (the business
needs the society just as the society also needs the business)@ ocus of this research will
therefore, be to Effect of Corporate Social Resp@ ; a comparative analysis on

financial and non- financial firms on the stock exc

‘_\
1.2 Statement of the Problem Q

C

Evidence from a variety of em@ studies has shown that developed and developing
economies demonstrate rixed” results on the relationship between corporate social
responsibility and pe@\eﬁce. However, different organizations in an attempt to improve
their financial pgrfofmance engage in different CSR activities. Fast moving consumer goods
compani @ engaged in CSR activities in order to improve the livelihoods of the people
wit ‘§areas in which they operate®. It is not clear however which form of CSR activities

@the greatest impact on performance.

With the new competent and competitive players, the Nigerian Organization system is now
driven by advanced competition brought about by globalization, deregulation of financial

services, and recent multitude of Multinational Company, Chief Executives, board of



directors, and astronomical development in Information and Communication Technology
(ICT), among others, to render services according to cost-benefit criteria and analysis. This
has affected the customers' habits of the organization as well, while the increasing demands
for clear and hard proves about the social and environmental performance of corporations in

Nigeria by an increasingly well-informed numbers of stakeholders have made cowte

social responsibility (CSR)’. Q%'\

&
Promoters of CSR have argued that corporations should integrate ec‘@k, social and
environmental issues into their business strategies, their man@ finctions and their
activities, going beyond compliance and investing %%’ n human, social and
environmental capital in the society®. With regard to Nigeria, studies on CSR are relatively
few, but it seems like most of these studigs“\liaye focused mainly on multinational
corporations and less neither on indigeno@panies on the Nigeria Stock Exchange nor
on the regional contexts in which the@anies operate’. Moreover, the concept of CSR
has been identified as an imp gredient for business success!®. Since investment in
CSR in terms of commu&"ty empowerment expenditure, societal and environmental
expenditure, societ ﬁh;ironmental expenditure, and education support expenditure can
be correlated, with)a firm’s survival, economic well-being, competitive advantage and
custome ty there is need for the financial and non-financial firms to incorporate CSR
int ir Core business strategy!'!. Thus, the question as to the current state of CSR practices
& Nigeria non-financial sector remains a major problem as individuals see it as a means
through which companies enlarge their ‘pocket’ and not a medium of giving back to the

society. Therefore, this study attempt to evaluate the effect of community empowerment

expenditure, societal and environmental expenditure, societal and environmental



expenditure, education support expenditureand return of assets of listed fast-moving

consumer goods firms in Nigeria.



1.3 Objectives of the Study
The aim of this study is to evaluate the effect of corporate social responsibility on financial
performance of listed fast-moving consumer goods firms in Nigeria. In order to achieve this

aim, the following specific objectives are set to:

1. examine the effect of community empowerment expenditure on the return &%R.ts
of listed fast-moving consumer goods firms in Nigeria; &

ii. ascertain the effect of societal and environmental expenditure on@tum on assets
of listed fast-moving consumer goods firms in Nigeria; @ N

iii. determine the effect of health and safety expendit@ eturn on assets of listed
fast-moving consumer goods firms in Nigeria; &A

iv. evaluate the effect of education support g)@ture on the return on assets of listed

fast-moving consumer goods ﬁrm@eria.

&

1.4  Research Questions Q

These research questions w@e as a guide to the researcher in the course of this study.

RY
i. In what W@ES community empowerment expenditure have any effect on the
retu ong-gets of listed fast-moving consumer goods firms in Nigeria?
il. an societal and environmental expenditure have any significant effect on the
Qeturn on assets of listed fast-moving consumer goods firms in Nigeria?
iii. In what way do health and safety expenditure have any effect on return on assets of
listed fast-moving consumer goods firms in Nigeria?
iv. How does education support expenditure have any significant effect on the return on

assets of listed fast-moving consumer goods firms in Nigeria?



1.5 Hypotheses
The following hypotheses are stated for test in line with the research questions:
Ho1: Community Empowerment Expenditure has no effect on return on assets of listed fast-

Sl

Hoo: Societal and Environmental Expenditure has no effect on the return on f listed

fast-moving consumer goods firms in Nigeria. :%\v

moving consumer goods firms in Nigeria.

.\
Hos: Health and Safety Expenditure has no effect on return 0%%&‘5 of listed fast-moving

consumer goods firms in Nigeria. ®
Ho4: Education Support Expenditure has no eff@ he return on assets of listed fast-
A
\&\
1.6 Significance of the Study QQ)

The study of social respon .szof a business organization is hoped to be of benefits not

moving consumer goods firms in Nigeria.

only to student’s essmen, government, customers, community, stockholders,
academics, but @ e society. The study also hopes to highlight the problem associated
with soci %nsibility and to make use of the analysis to improve the working situations

ther %imizing the problems social responsibility conflict in the organization and its

e@onmen‘[ as well.

The study will help the government and its agencies in identifying socially responsible
organizations, which are contributing positively to the political and economic potential of

the country. For instance, it can be useful for the imposition of fines and other punishments



for socially negligent organizations. The study also adds to the existing body of literature by
providing evidence to the variables identified earlier as it relates to a developing country
like Nigeria, which will be of benefit to students of higher institutions who are in Nigeria
and elsewhere and as well as researchers for further development and improvement on the

subject matter. Finally, the study will inform all at large, the need for effective cowte

social responsibility not only to the firm, but to the society at large. ®,

$
A -

This study is limited in scope to the listed fast-moving consun@ds firms in Nigeria and

1.7 Scope of the Study

it encompasses the practice of corporate social respons%%’and financial performance.
However, the research will also be limited to the @ga ce as a dependent construct with
return on assets and financial performance as tl?e dependent variable while corporate social
responsibility as an independent cons %ith Community Empowerment Expenditure,
Societal and Environmental Exp@ure, Health and Safety Expenditure and Education

Support Expenditure as the &“’%&m variable.

The researcher will z@er. strategies used towards corporate social responsibility and the
way they are o@ to influence the performance of the organization. The study will be

carried @o state, Ibadan to be precise as nine listed manufacturing companies in fast
C

mo sumer goods industry will be selected where information will be gathered for the

;&)se of the study from 2011 to 2021 financial year.
1.8  Limitation of the Study

The major limitation of the study is the lack of access to, adequate and sufficient data from

annual reports of consumer goods firms. However, available data obtained from the selected



firms’ annual reports for period (2011 — 2020) were used to analyze the relationship
between the dependent and the independent variables. The results were adjudged good
enough to give a reasonable insight on the effect of CSR on financial performance of listed

fast-moving consumer goods firms in Nigeria.

1.9 Operational Definition of Terms

&

Community: a geographical location in which an organization carryl\v S business

activities or operations. ‘k
e

Community Development: is a process that increases choi %Ycreates an environment

where people can exercise their full potential to lead p(@?e, creative lives.

Community Empowerment Expenditure (CEEﬁis is the application of "community
structures" to handle a society's challenggs \dempower its inhabitants. The main purpose

of community empowerment is to j@o the living conditions of individuals economically.

Corporate Social Responsib@% as a concept whereby companies integrate social and

N
stakeholders on ry basis.

Corporat@&al Responsibility (CSR): Corporate social responsibility is definedas the

environmental concerg&in\tf&r business operations and in their interaction with their

abil'@o a company to be socially responsible to the growth and development of the

e@onmen‘[ in which it operates.

Corporate Social Responsibility Reporting: This can be defined as the integration of
reporting and accounting for social, environmental and economic issues caused by

companies’ everyday activities.



Development: Development is a process that increases choices. It means new options,

diversification, thinking about apparent issues differently and anticipating change.

Education Support Expenditure (ESE): These are cost geared towards the improvement

of educational standards in the society. Companies are increasingly recognizing the need to

support the educational set-up prevalent in their society, to produce quali'ﬁ%d

employable graduates and potential employees. @)

Financial performance: This is a general measure of a firm’s ove@ial health over
'\

a given period. For the purpose of this study, the financial meé;gx&«sed is Return on Asset

(ROA). Q@

Health and Safety Expenditure (HSE): This‘ @ith all aspect of health and safety

expenditures in workplace and the society(,?&gh focuses strongly on primary prevention of

hazards. Q)\

Organization: a group of p &Bathered together in pursue of a specific goal through

pools of resources so a&c}gve a define goal.

Return on Ass@is measures the efficiency at which a company can utilize its owned

assets i@e profits.

and Environmental Expenditure (SEE): This is a shared care arrangement

designed to meet contingencies and other conditions of insecurity due to either deprivations

or contingencies.
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Chapter Two
Literature Review

This chapter is for the review of relevant literature and opinion of different author that have
written to the concept of Corporate Social Responsibility in order to ascertain their @.ews
about the philosophy of Corporate Social Responsibility and how this philos@bntﬂbute to
the performance of manufacturing industry. The review comprises of ¢ tual framework,
theoretical framework and empirical framework. The conceptual @ r'f< looked at different
concept of Corporate Social Responsibility and its vari %ch as business ethics and
competitive strategy, while the concept of man\ %(;g performance shall comprise

profitability and other financial performance metrici)
2.1 Conceptual Review Q/:\&
2.1.1 Financial Performance Y»:

%
Financial Performance is&eh)re of how well a business organization is performing which can
also serve as an in %%/of the effectiveness, efficiency and competitiveness of a firm in the
production pré&ss and marketing of goods and services. Organizational performance is a
complete'%n arison of the actual results of an organization activities and operation with its
int@ results!. Organizational performance describes the extent to which a business
organization is able to accomplish its stated goals and objectives which can be in the area of
market share, profitability, customers’ satisfaction, turnover, innovation, productivity etc. Market

share refers the total percentage of the total business transaction of a particular industry which a



company has. Turnover is the total actual sales value of a business venture. Innovation is the

modification of a firm’s existing product into a brand-new product.

Profitability refers to the ability and capacity of business organization to generate profit.
Profitability which is one of the indicators of organizational performance has two types of ratios
namely return on sales, and return on investments®. Return on sales refers to a fi %.y to
convert sales into profits. While return on investments measures the overall @‘f a business

organization to generate wealth for the shareholders. %

The two forms of potential financial return for the firms c%&p% from CSR: a positive
incremental gain as a reward for positive behavior, that t &% opportunities” and a mitigation
of consequences from negative behaviors of the ﬁrrns&\s “safety nets™. Previous studies used
two methods for establishing the CSR and cox&ra\té)ﬁnanmal performance (CFP) relationship:
The correlation between the level of 1n\€/§%@ t in CSR and some measures of CFP; and The

examination of some financial 1nde§ @rformance, such as stock price.

The first method of establishnmignt doesnt appear applicable to our case, due to the fact that
investments data abo@:la resp0n51b111ty are not easily available for Italian listed companies.
For this reaso &d&mded to test the relationship between CSR and firm performance using
stock pric %lerally, in order to measure firm’s performance, the traditional focus of analysts

%@concepts of: Profitability; Liquidity; Solvency; Financial efficiency and Repayment
capacit

Firm’s current profitability, their risk, growth (which is a proxy of the potential future earning
streams), solvency, liquidity and financial ratios are the major factors that impinge upon the

market valuation of a firm.



Profitability is the ability to create an excess of revenue over expenses in order to attract and
hold investment capital*. Four useful measures of firm’s profitability are: the rate of return on
firm’s assets (ROA), the rate of return on firm’s equity (ROE), operating profit margin and net
firm income. The ROA measures the return to all firm’s assets and is often used as an overall
index of profitability, and the higher the value, the more profitable the firm. ROA is tl&%&: an

indicator of managerial efficiency as it shows how the firm’s manageme \@&ted the

institution’s assets under its control into earnings>. %\,

The ROE measures the rate of return on the owners’ equity empl %h'e\ firm ROE indicates
how well the firm has used the resources of owners®. The g profit margin measures the
returns to capital per naira of gross firm revenue. It f})@n the per unit produced component
of earned profit and the asset turnover ratio. Th\t}j:t income comes directly on the income

statement and it is calculated by matching &&re nue with expenses incurred to create revenue,

plus the gain or loss on the sale of ﬁ% itd] assets’.

Company earns profit to surv% grow over a long period of time*3. Profits are essential, but
all management decisi ould not be profit centered at the expense of the concerns for
customers, emplo@)@suppliers or social consequences. Profit is the difference between
revenues an@snses over a period of time (usually one year). Profit is the ultimate ‘output’ of
a com@lﬁld it will have no future if it fails to make sufficient profits. The profitability ratios
are@ulated to measure the operating efficiency of the company. Some the profitability ratios

include the following:

A performance measure used to evaluate the efficiency of an investment or to compare efficiency

of a number of different investments. Investment refers to pool of funds supplied by shareholders



and lenders, to calculate ROI the benefit (return) of an investment is divided by the cost of the
investment and the result is expressed as a percentage or as a ratio. The amount of net income
returned as a percentage of shareholder equity. Return on equity measures a corporation’s
profitability by revealing how much profit a company generates with the money shareholders

have invested. The ROI is net profit after taxes divided by shareholders’ equity Wthh

net worth. %;
2.1.1.1 Return on Assets %

Return on Assets expresses the net income earned by a ¢ z%\; percentage of the total
assets available for use by that company. ROA suggests panies with higher amounts of
assets should be able to earn higher levels of 1ncome%A measures management’s ability to
earn a return on the firm’s resources (assets)%\ﬁ‘?come amount used in this computation is
income before the deduction of interest @ since interest is the return to creditors for the
resources that they provide to the The resulting adjusted income amount is thereby the
income before any distributio@)ose who provided funds to the company. ROA is computed

by dividing net incom s interest expense by the company’s average investment in asset

during the year. Q)Q
2.1.2 Fi 1 Performance of Fast-Moving Consumer Goods

Gl@y, improving Organizational profitability is considered an essential requirement for
corporate strategic marketing, and consequently, organization tends to invest most of their efforts
to improve their performance in terms of profitability. The greatness, speed and direction of

environmental change in business is increasing at an unprecedented rate and for firms to survive,



strategies have to be applied so as to answer to the forces that threaten to halt survival. Such

variations are being brought about by globalization.

Fast moving consumer goods (FMCG) companies in most developed countries are the largest
industry in the manufacturing sector but their performance has been unacceptable with records of
sluggish drop in the profitability and market share (Food and Agriculture Organizaf@{%n.ited
Nations (FAO)®. These trends of sluggish performance stem from chal of flawed
competitive strategies and inappropriate implementation of market o ieﬁ)n. Subsequently,
food and beverage multinational firms in the US have recorded sla@f rpnance resulting from

open market to stiff competition and relaxed pace of custom arket orientation®.

Q

In Europe, companies in the fast-moving consumer%ds sector employ almost 14 million
people and the manufacturing firms in the L@Qd\leihgdom (UK) have a well-earned global
reputation for provenance, quality @ ovation. Despite this positive record, the
manufacturing firms in the UK stil erienced unparalleled challenges of uncertain market
environment and weak strateg@én‘[ation practice which has resulted in daunted performance
among fast moving er goods firms'®. In Australia, organizations constantly seek
strategies to enharﬁ)%r performance and appear profitable to investors, though some of them
have failed Q‘%wrd an improved performance due to issues of poor conceptualization of

busine@ cesses, poor strategy formulation and improper implementation of selected
str@es“.

In South Africa, fast moving consumer goods sector serves as one of the key economic industries
generating substantial revenue for the country and providing employment opportunities to many

people!'?. In spite of its economic significant contributions, South Africa's manufacturing



companies face diverse problems relating to poor performance of these fast-moving consumer
goods companies in South Africa which thus is attributed to poor adoption of strategic
orientation strategies'. In Kenya, it is relatively strong when compared to countries that are in a
similar phase of economic development. The country is one of the top exporters of manufactured
goods in the Sub-Saharan Africa region!. This is as a result of the ambitious de&%ﬂent

targets set up by the Kenyan government so as to enhance economic growth it@moving

consumer goods sector. Despite the efforts of the Kenyan government to Sﬁ;@po icies that seek
to improve the consumer goods firms in the manufacturing sectpf;~the®sector which is the
backbone of vision 2030 has stagnated. Further, the sector's ¢ \tion to GDP declined from

9.6 percent in 2011 to 9.2 per-cent in 2012, while the grqv& deteriorated from 3.4 per-cents

NN

‘k\) '
In Nigeria, fast moving consumer goods @r is a growing and dynamic subsector of the

in 2011 to 3.1 percent in 201215,

Nigerian manufacturing sector that i tencing stiff and fierce competition. As emphasized
that there has been a high rate %m'(ﬁpsed of manufacturing industry especially in FMCGs in
Nigeria and continuou‘s{d%ﬁ?e in profitability which are partially caused by poor
implementation of r@ orientation, poor power and infrastructural facilities, inappropriate
employment O@Qg)ic alignment, organization rigidity, poor business innovation and mismatch
of organ@ environmental planning and forces with organization’s information'®. In an
inc ly competitive landscape, fast moving consumer goods firms engage in strategic

orientation are facing more and more challenges both in the global market and on the African

continent.

Due to increased globalization and rapid changes in business environments, organization’s way

of transacting business is increasingly becoming turbulent. Under such an environment, business



units struggle to align their internal resources with their strategic focus so as to remain
competitive and also to achieve a superior organizational performance'’. This thus creates an
avenue for the adoption of strategic orientation in charting the course of action for organizations.
By continuously seeking out new opportunities and ensuring strategic alignment, a firm's
strategic orientation posture should take into account its market, competitor &Wies,

networking and entrepreneurial capacity!®. :%k

Nigeria's Fast-Moving Consumer Goods sector has faced a lot of challe ges%he last four years.
'\
% of the dollar in the

The decline in consumers' purchasing power due to the inacce@
economy and delayed policy response resulted in weak mac mic conditions, which led to
weak labor market dynamics (high unemployment an@eremployment), reduced disposable
income and poor corporate performance according @ ational Bureau of Statistics report 2017,
2.1.3 Corporate Social Responsibility(lj\&

The concept of Corporate Social~Re8pensibility has been an object of controversy for decades.
Friedman, states that the S&: #al responsibility of a business is to properly utilize it resources,

maximize the wealth@w shareholders, engage in the free-market system and operate in a legal

O

CSR is d‘e’%d as an emerging social action beyond company’s interests. CSR was a company's
str and actions with cost consequences?’. Corporate Social Responsibility is also defined as
the continuing commitment by business to contribute to economic development and behave
ethically while improving the quality of life of the workforce and their families as well as of the

community and society at large. Different definitions have been assigned to corporate giving?!.



Corporate giving is described as non-monetary as well as monetary?>. Employee safety in the
workplace is meant to provide employees with work conditions that reduce or eliminate work-
related diseases and occupational injuries to enable a physical and psychological well-being.
Employee safety is critical in achieving economic, environmental and social objectives.
Corporate Social Responsibility has to do with an organization going out of his wa)t\' itiate
actions that will impact positively on its host community, its environment Q%é people
generally. It can be seen as a way of acknowledging the fact that some @k«ss fallouts have

adverse effects on the citizens and society and making efforts @m that such negative

impacts are corrected. : %\

CSR implies the treatment of the stakeholders of af@hlcally or in a socially responsible
manner; since stakeholders exist both within a ﬁrQ)and outside a firm, hence, behaving in a
socially and responsible manner will inc;é\&t e human development of stakeholders both
within and outside the corporation. gu)ate social responsibility is based on the idea that
corporations are much more th%kﬁproﬁt-seeking entities and that they must be responsible
and accountable to the i&wd the environment in which they operate. Corporate Social
Responsibility may @;ﬁned as the utmost care which corporation exhibits not only with

respect to the@ry business operations such as profits, but also with respect to social,

environm@ealth, education and other consequences.

Th@\plies that the concept of Corporate Social Responsibility can simply be viewed as a
comprehensive set of policies, practices and programmes that are integrated into business
operations to address the legal, ethical, commercial and other expectations that society has on
businesses as well as making decisions that fairly balance that claim of all key stakeholders. The

various issue of corporate social responsibility (CSR) has been debated and examined since past



decade. The definition of CSR has been changing in meaning and practice??. The classical view
of CSR was narrowly limited to philanthropy and then shifted to the emphasis on business
environment relations particularly referring to the contribution that a company or firm provided

for solving social problems. In the early 20th century, social and environmental performance was

tied up with market performance. \Yy‘

aising both

The pioneer of this view, however, encouraged management to take the initiat
ethical standards and justice in society through the ethic of economizimg%conomize the use

of limited resources under the name of efficient resource alloa@ nd usage®’. However,

business creates wealth in society and improves standards . The present-day CSR (also

called corporate responsibility, responsible business, @

te citizenship and corporate social
opportunity) is a concept whereby business orga{iaations consider the interest and need of
society by taking responsibility for the i t of their activities on shareholders, customers,

suppliers, employees, communities a%g«) stakeholders as well as their environment in which

they operate. @

The concept of corporaﬁ‘é&ia‘l responsibility is a situation where by, companies integrate social
and environmenta@erns in their business operations and in their interaction with their
stakeholders@gwoluntary basis, following increasingly aware that responsible behavior leads
to ma'@al ing and sustaining business success?’. Managing changes at company level in a

so@ responsible way which can be viewed in two distinct dimensions?!viz:

Internal — socially responsible practices that mainly deal with companies’ staffs and related to

issues such as health and safety, investing in human capital and management changes, while



environmentally responsible practices related mainly to how natural resources can be managed

and its usage in the production process.

External — CSR goes beyond the company into the local community services but involves a wide
range of stakeholders such as business partners, public authorities, suppliers, customers and
NGOs that representing local communities which they operate as well as en }sp: t. A

company should focus on areas such as economic, environmental and soc1@) developing

sustainability strategy. %

In the business organization, CSR is concerned with employmer%{,&ﬂtatmn lifelong learning
and participation of workers, equal opportunities and in ‘i of people towards restructuring
and industrial change in the society. Basically, the form}}b of strategic policies is influenced by
the authority employment strategies, the 1n1tlax)k}b)promote quality, the initiative on socially
responsible restructuring and diversity @ oyees in the workplace and health and safety
strategy. The social issues inclu @oeneﬁts offered in terms of training related to safety,
health and environment, dona@éducation scheme, medical benefits and others??. A business
organization is simply ntity whose basic purpose is to provide goods and services in
whatever form tha@ciety finds itself in operation??. It is an organ of the society empowered
by the laws@ society which gives its existence?®. As an organ of the society, performing

social @ ions, it is legally and normally liable for carrying out a duty in any area of one’s
op@msﬁ.

The responsibility of every business enterprise is an organ of performing societal functions and
responsibilities to their host communities. Social responsibility as a crucial function a manager

should perform to enhance the welfare of the communities in which they operate because social



responsibility creates peaceful environment for the articulation of companies’ strategic policy
and operation®®. Social responsibility as a term often used to indicate demands not necessarily
directly related to the concerns of the firm’s traditionally accepted financial beneficiaries, that is,
shareholders, suppliers, creditors and employees?’. Social responsibility is defined from the
semantic concept of social responsiveness which incorporated the idea of a company xiwmg

to its multiple constituencies in such a way as to enhance the long-term achie and mile

stone of the business organization?®. %\,
'\

The concept of social responsibility as an organizational ethics is@ecoming a custom and
an important concept that virtually every enterprise is bei uired to adopt as business
practice?”. The concept of CSR is better appreciatekd@mderstood when looked at various
reports from Fast Moving Consumer Goods (FCl\KG) in Nigeria, stressed that, in the Western
world, the case is not different as business rises are responsible to their areas of operations
due to negative effect or impacts gen g-&s a result of such business activities and developing
countries like Nigeria, and the %%!is gradually being established. However, it is the aim of
this study to assess the VN social responsiveness in the light of recent hostilities and

unlimited demands n@nown by the various communities in Nigeria®’.

C

Based on th@gw different definitions of Corporate Social Responsibilities [CSR], by various
researgh, and authorities, each considered valuable in their own right and designed to fit the
spe@ organization performance. The majority of definitions integrate the three dimensions to
the concept of CSR, that is, economic, environmental and social dimensions. CSR had also been
commonly explained as “a demonstration of certain responsible behavior on the part of public

and the private [government and business enterprise] sectors toward society and the environment



which they operate”. On the contrary, some authority is of the view that CSR is just a mere

strategy that organization is using to gain more market share, avoid tax and competitive edge’!.

CSR also means ethical aspect, addressing the legal, commercial activities and other expectations
society has for business organizations, and making decisions that fairly balance the claim of all
the key stakeholders. In its simplest forms, it is: “how you do it” “what you do” an%' n.and
what you say”. In this sense, CSR is viewed as a comprehensive set of po@ actices and

'\

programs that are integrated into business operations, supply cha'& and " decision-making
processes throughout the company and wherever the organiza@oes businesses that are

supported and rewarded by top level management. In lieu wj e various view of concept of
CSR, it is obvious that the concept of CSR is ge:@ accepted as a situation where by
companies integrate social and environmental congetns in their business activities, operations
and in their interaction with their stakehol ort’a voluntary basis, following the increasingly

awareness that responsible behavior L@Qﬁustainable business success??.

2.1.3.1 Evolution of Corpora@(ﬁal Responsibility

The concept of co ‘ﬂocial responsibility went through a rapid development in 1979,
although it hasi,{Qﬂ;ere for a while before that. The historical development of the idea that is

referred to“i R as an opinion, together with the most important interpretations and theories

rtinent to the CSR topic!® 4. He was the first author to identify the concept of social
responsibility in companies. In his book about the functions of executives and boards of directors,
he pointed out the significance of the external business environment and the influence it can have

on the decision-making processes for which managers are responsible. In particular, Barnard was

of the opinion that whomever in a position of leadership is obligated to take into account the fact



that the success of an organisation is also dependent on the moral incentives that he is able to
offer to that position. After then, the organizations are obligated to take responsibility for the
community in which they are located, above and above the limitations set by the law'’. Because
every company might be deemed to be of public interest and to be of vital significance for
investors and owners, businesses are required to cultivate relationships based on tru”[\?%h‘ the
communities in which they operate!®. On the other hand, the first signifi %ftribution
regarding corporate social disclosure is to be attributed to the person w@y&: a meaning of
CSR related to the "businessman" rather than to the whole organisatiefrt=~This can be found in the

book "Corporate Social Responsibility: A Business Perspecti \re CSR was referred to as

social responsibility rather than corporate social responsj@ >21_Even if this perspective still
focuses on the obligations of managers rather than the responsibilities of a corporation as a
whole, it is nevertheless essential since it ac G%Eggs businesses as power entities that are able
to affect the way societies function. In hi@\mbution in the 1950s, which are recognized as the
modern era of CSR?2.In this period@en‘[ered with full rights in the academic and managerial
literature, a scholar provided the firsSt definition of corporate social responsibility (CSR), stating
that businesses have tb% jgation and responsibility "to pursue those policies, to make those
decisions, or to fo@@ose lines of actions which are desirable in terms of the goals, objectives,
and values society." This definition stated that corporations have the obligation and
respo '%"to pursue those policies.A scholars’ primary concern was the idea of corporate
soc@esponsibility (CSR), in contrast to the emphasis on the moral and ethical components of
people's conduct inside firms. In the book titled "The Practice of Management" which was

published in 1954, the authors included "public responsibility" as one of the eight major goals

that a firm should strive to achieve?’. When speaking about management, they made the



following statement: "It needs to evaluate if the action is likely to promote the public good, to
advance the core beliefs of our society, to contribute to the society's stability, strength, and

harmony" 2

. As was mentioned earlier, the early scientific argument centred on the obligations
and responsibilities of businessmen rather than those of the entire company; managers and board
of directors were seen as the ones able to influence the external context, with duties % tend
beyond the traditional ones (making profit, production function, distributio ods and
services). The term "corporate social responsibility” was not widely used@& e latter half of
the 1970s, although its origins date back to the early 1960s. In tho rs) there was a turning
point in the argument concerning social responsibility; this ostly due to the work of
another scholar??, who believes that the one and only Obk&% of managers and corporations is
to maximise profits. This idea serves as the foundation of the Neo-Classical school of economic
thought, of which is often regarded as the pre@enitor 2; 24 The author says this with the utmost
severity, "few movements would so th@gb y undermine the very foundations of our free
community as the acceptance by c@e officials and directors of a social responsibility other
than to make as much money4Qr théir shareholders as is possibly possible"?!. The primacy of the

economic sphere as thessols, duty of corporations is firmly established, as the study explains:

"there is one and @9@ social responsibility of business organisation — to use its resources and

engage i1 s designed to maximize its profits so long as it stays within the rules of the
ic

game,@

stu@oes not deny the existence of social problems; however, the study asserts that they should

is to say engages in open and free competition without deception or fraud"®. A

be dealt with by states and governments the study opines that if managers wish to pursue some
social good, they should do so as individuals and not as executives, which means that they

should not use shareholders' money for their own objective'®?3. Other authors recognized broader



responsibilities than the economic ones and those established by law gradually overtook a
study’s unyielding point of view. Another study recognises broader responsibilities than

economic ones and those established by law.

"Social duties of businesspeople ought to be commensurate with their social power," is how a
study refers to "Iron Law of Responsibility," in which the study emphasises th% ic;ble
connection between the power of businesses and their obligations to their y@%ﬂ‘itiesﬁ. The
study expressed the opinion that it is possible for a manager's authority to @ as a result of the
manager's refusal to make choices in a socially acceptable manne\ﬁd; suggests the notion
that actions made with social responsibility in mind might ntribute to the generation of
economic benefits over the course of time. This coric@emed to imply an impossibility that
couldn't be tolerated. On the other hand, another su@) places a strong emphasis on the function
that a firm plays in relation to the environgfént it which it works. In addition to this, the study
asserts that "social responsibility in Q-r)al analysis would imply a public posture toward
society's economic and human%&?bes and a willingness to ensure that those resources are
efficiently utilised for bro s:cl\oa end and not simply for the narrowly circumscribed interest of
private persons and f@é. The study adds that "social responsibility in the final analysis would
imply a publi@gﬂ)e toward society's economic and human resources and a willingness to
ensure t e resources are efficiently utilized. A similar study emphasises the need for
or ns to take into account not only the responsibilities that are imposed by legislation and
the economy, but also the responsibilities and obligations that extend beyond these
responsibilities?®. There are a few writers who, in an effort to narrow the scope of what might be

considered to be of interest with regard to CSR, have made attempts to outline the practises that a

business need to uphold in order to be considered socially responsible. For instance, examines



the benefits and drawbacks of taking on social duties and asserts that corporate social

responsibility (CSR) starts where the law leaves off?2.

The idea of CSR needs to describe four dimensions; only in this manner would it be able to have
a comprehensive and accurate description as well as a distinct comprehension of the idea. The
four dimensions are shown as a pyramid with four tiers. As was said before, the%}ywyof: the
pyramid are as follows: the economic layer, the legal layer, the ethical layer&@s%)e charitable
layer (which is discretionary). In spite of this, the article that "all of theseNorms of duties and
obligations have always existed to some level; nonetheless, it has n%be?l in recent years that

philanthropic and ethical tasks have assumed a substantial p%i%%

2.1.3.2 Issues on Corporate Social Responsibility En}}ge
%\) '
The following are the issues or challenges e(%g g in corporate social responsibility of various

multi-national companies in Nigeria: Q)

Q

Changed Public Expectatiqq‘)%kusiness: One of the most potent arguments for social
responsibility is that puhﬁgexpectation from business has changed, it is reasoned that the
institution of busi@i ts only because it satisfies the valuable needs of society and therefore,

if business wi to remain viable in the long run, it must respond to society’s needs and give

the socie@at it wants.

Bette: Environment for Business: Social responsibility creates a peaceful environment for
business. This concept rationalizes that a better society produces environmental conditions more

favorable for business operations and activities.



Public Image: Another argument favorable to CSR is that it improves the public image. Each
business organization seeks an enhanced public image so that it may gain more customers base,
better employees, more responsive money markets and other essential benefits. A firm which

seeks better public image should support social goals.

Duty to Gratitude: Business units benefits from society. The commonly accepted @:1 base
that one owes debts of gratitude and appreciation towards those who benefit L@:orporation

'\

has certain debts that it owes to the society which it operates. Hence,&t is way we have few
Bg@r than cure, balance of

more arguments like business has the resources, prevention is

responsibility with power, moral obligation, and let business %

Q

2.1.3.3 Arguments against Corporate Social Respon?t}‘lity

S
A critical recognition of the origin and coa%u ces of CSR has been manifested in various
areas of the social sciences, includinf &domics, political science and sociology, as well as

various areas of corporate govew@g psychology, marketing and finance. One of the earliest

and most cited views of gii}l;ﬂedman.

He argued that maxi g shareholder’s returns is the only responsibility of managers, and that
any action t@@motes social security outside the interests of stakeholders can be viewed as
emanatin‘g%m an agency problem. These are managers who use company resources to achieve
so@gls; they do so only to develop a personalized image promotion program. Introducing
the basics of corporate social performance, Carol, challenged Friedman’s theory of corporate
social responsibility at an early stage. This structure relates to the philosophy of social response;

social topics include social responsibility. This structure has allowed researchers to explore the

relationship between social responsibility and firm’s financial results.



A similar alternative was developed which claims that corporate social responsibility is a valid
leadership role. This statement is based on the idea that businesses have many related
components that need to be considered. You cannot grow and survive without the support of
stakeholders, including employees, customers, suppliers and community groups. This view was
expanded by some scholars who introduced stewardship theory. According to th{ ry,
managers have a moral need to do “what is right thing”, regardless of how th @ﬁ affects

the financial performance of the company. It will be difficult to follow th@e internationally,

because there can be no consequences for “what is right”. (6 |
Profit Maximization: The first distinct forceful argument ;oring social responsibility is

that business has maximized profit as its main objec@n fact, the business organization is

most socially responsible when it attends to its inte@ and leaves other activities and operations

N

Society pays the Cost: Another ar%@t is that the costs of social responsibility will be passed

to other institutions.

on to the society and it is @lety which must bear them. Can the society afford these
additional costs? Q‘{ .

Lack of Acc nﬁb]lity: Another point of view is that the businessman has no direct
accountabili the people; therefore, it is unwise to give businessmen responsibility for areas

whe§®r are not accountable. Accountability should always be in line with responsibility.

Social Overhead Cost: Social responsibility cost is mostly considered to be a social cost, which
will not immediately benefit the business organization. Why spending money on an object which

the benefits will be realized only in the future? It is the heavy social overhead cost which is one



of the main reasons for the miserable and inadequate performance of some of our government

undertakings.
2.1.3.4 Accounting for Corporate Social Responsibility

Accounting for corporate social responsibility has developed in accordance with th %&mic
model of the socio-economic environment of accounting practice. The wh@ﬁcept of
corporate social responsibility is designed to test and measure all so% rs or provide
relevant information about their contribution to policies, programmes.andnbusiness goals.Over
71% of the members of National Association of Accountant (U%%@ 974 agreed that a system
of accounting for corporate social responsibility perforn}& s needed. Besides, 90% of the
respondents identified a need for both descriptive and%*nerical (non-monetary and monetary)

measurement approach of performance. 4&\)

&

Corporate social responsibility accou ing.g)an be seen as an extension of accounting services
aimed at identifying and measupin periodic net social contribution of an individual firm.
This includes not only the cost\aidd benefits internalized to the firm but also those arising from
externalities affectin@ious. social segments®3. Therefore, accounting for corporate social
responsibility lgwth disclosure of corporate social responsibility in the financial statement of
an entity. qure is the manner in which financial and non-financial accounting information

isp d in the financial statement.

Disclosures in the financial statement are required to assist in the proper functioning of the
country’s capital market and at the same time to force firms to present their true profit figures
upon which will be based. Despite the acceptance of the accounting for social responsibility in

Nigeria, standards for calculating and reporting on the cost of CSR programs have not yet been



published. Thus, even if business adopt social responsibility policies as required by agencies
such as FEPA, they still face the challenge of reporting their performance in this area, this raises
concerns about corporate transparency and raises the question of whether companies should
compile reports that take into account the effects of social responsibility as adopted in many
developed countries where the rules apply. In Nigeria, according to the researcher, ixf\%‘tion
about corporate social responsibility still remains undisclosed some sta s’ offers

incentives measures to motivate disclosure rather than regulation®. B;.% out regulation,

disclosure can take several forms and it will be very difficult to ide@r@blems or incomplete

statements. : %\

However, it was pointed out that many scholars sug%e{‘l:&%hree major approaches for reporting
corporate social responsibility: descriptive; cost of@}lay and cost-benefit approaches, none has
been accepted as a standard by accounting @t rs’’. He added that the following areas are the
possible areas that corporate social ibility information can be located in the financial
report, chairman’s report, dire%?’ﬂotes, note to the accountants, statement of accounting
policy and core ﬁnanciah&%ﬁt but the study failed to qualify the values of such disclosure,

whether it is reaso@ enough to justify the damages an organization inflicted on its

environment. é)

2.1.3. %aches to Social Responsibility

As pr;Viously suggested, there are three main approaches to accounting for social responsibility

being?®:

Descriptive Approach: This approach requires a list of all social events, which can be included

in short sections in the annual reports of shareholders or in a separate publication on corporate



social responsibility. The disadvantage of this approach is not the qualifications for a proper

assessment of the company’s response to social responsibility.

Cost Outlay Approach: This approach includes business costs for each completed action and
quantification. The advantage of this approach is that results achieved in relation to social
activities can be compared in the coming years. However, this approach does n@ﬂ;ct the

benefits achieved and therefore does not correspond to the matching concept. \Q,>

Cost-benefit Approach: This approach matches expenditure incu on each social activity

with the benefits associated with it. In this approach, it is difﬁc% uantify some elements of

benefit as they are qualitative. Q
AN

2.1.3.6 Carroll’s Pyramid of Corporate Social R%)nsibility

Social Responsibility One of the most @d quoted model is Carroll’s (1991) Pyramid of
corporate social responsibility. It ‘@ates that CSR constitutes of four kinds of social
responsibilities; economic, le@p cal and philanthropic. Carroll considers CSR to be framed
in such a way that the en‘%roanges of business responsibilities are embraced. Carroll suggests

that CSR consists @ ocial responsibilities; philanthropic, ethical, legal and economic.

The Eco %:%iesponsibility: The core responsibility of any business is the economic
respov%li that means maximization of wealth, profit and development of the economic
grc& Firms are economic entities created to provide goods and services to the public. Profit
maximization is the main motivation for entrepreneurship. Managers, as agents of the company
owners, should maximize shareholders’ wealth. Carroll’s economic component focuses on the

need for a business organization to: perform in a manner consistent with maximizing earnings



per share; strive to be profitable as possible; maintain a strong competitive advantage; maintain
high operating efficiency; and that a successful firm be defined as one that is consistently

profitable.

The Legal Responsibility: Whilst a business organization is permitted to operate according to
its economic responsibility; companies must abide by laws and regulations. Legal r@gilities

embody basic concepts of fair trade as proclaimed by federal, state and K vernments.

Carroll’s legal component emphasizes the need for a firm to: perfor anner consistent
with expectations of government and law; be a law-abiding corpo iti en provide goods and
services that meet minimum requirements as required b w, and identify successful

companies as one fulfilling their legal obligations. @

Ethical Responsibility: Economic and legal ra.&r}s’fgi'lity includes justice and ethical standards
of justice; ethical responsibilities inc@» ctions and practices that are acceptable or
unacceptable by the society, tho @)t codified into law. Ethical responsibilities refer to
strategic managers’ values abau\t%ht and wrong business conduct. Ethics or values are dynamic
and precede the establi t of law. In essence, ethics are the driving force behind the creation
of laws or regula@thical responsibility includes values and norms that arise in business.
Sometimes, @‘&Lalues and norms require higher performance standards than the law requires.
Ethica@e ents indicate that the company must work to meet social expectations and ethics:
rec@ze and respect new or evolving moral norms adopted by society; and prevent ethical

violations in order to achieve corporate goals.

Philanthropic Responsibility: Philanthropy entails corporate actions, towards promoting human

welfare or goodwill, in response to society’s expectations that businesses should be good



corporate citizens. Philanthropic responsibilities are voluntarily assumed by business; such as
public relations, good citizenship, and contribution to education or community. The main
difference between philanthropic and ethical responsibilities is that ethical components are
expected in an ethical or moral sense, but philanthropic components are not. Philanthropy is
voluntary or discretionary on the part of a business. Carroll’s philanthropic &%onent
emphasizes the need for a firm to: perform in a manner consistent with %Spic and
charitable expectations of society, and voluntarily assist projects that eu@; a community's
quality of life. In response to social and stakeholder concern, many é@rﬂ\l igeria are adopting

policies directed at the ethical responsibilities of business. : %\
2.1.3.7 The Role of Government in Corporate Socia@onsibility Disclosure

Large multinational corporations, individual ia%}s), or non-governmental organizations often
have corporate social responsibility. H@e , developing country governments, especially
Nigeria, have an important role t @ in developing reporting systems. Governments, must

decide how best to support@)socially responsible business environment. CSR report in

particular. ‘{ .

Mandating Role:\Government may legally impose disclosure requirements on a company
through ¢ law, stock listing regulations, pensions fund regulations, or direct disclosure
law. %bw may establish appropriate standards for company reporting, reporting format and
fre&my of reporting. Government can also set other laws — such as tax law, labour standards,
environmental regulations, etc. that establish measurement and reporting requirements.
Government can then control the report by evaluating the report and comparing it with the

physical control of the facility monitor this reporting, both by evaluating reporting data and



comparing it to physical inspections. Government agencies can work to ensure the quality of
reported data by requiring external, third-party verification procedures, quality assurance
standards and regulations for auditors of CSR reports. Government agencies can then oversee
these verification and assurance procedures and hold auditors accountable. In addition,
government can also mandate sanctions for non-disclosure or false disclosures of C&W to

create incentives for full and accurate reporting. :%k

'\

Facilitating: Government can also work to facilitate CSR reporting thr&@e development of
voluntary agency working with trade associations or multi-stak er ‘organization to design

voluntary programs. The government could then play a ing role in assisting in the
collection, collation and dissemination of CSR infok é@ hese agencies could then support
internal and external users of CSR. Govemmenksan also support and motivate increased
dialogue with the business community tg<\&€1r CSR reporting is in line with government

priorities and policies. Government i g-—éo further to tie reporting and performance to tax

incentives, export promotion @ce, export quotes, buyer-supplier matching, or direct
production subsides. ‘{\)

Endorsing: Gov%%t can also endorse disclosure through positive efforts to increase
awareness @SR issues by commending, supporting and honoring companies that are
transpasgnty Their agencies can as well support award programmes, disseminate information on
“le@” businesses and otherwise lend credibility and legitimacy to company efforts. It is quite
clear that government can also help to better inform the public, and particularly consumers, about
the performance of corporations Government statements and reports can help transparent

businesses distinguish themselves in the market place.



2.2 Theoretical Framework

Corporate social responsibility is a multifaceted concept with diverse meanings, implementations
and implications. The concept of CSR has been approached by researchers across the globe with
differing notions which has contributed to the literature on the relationship of business and

society. The literature has grown significantly and today contains a great proliferati@)ries

some of which are discussed below. \@)

2.2.1 The Neo-Classical Theory of Corporate Social Responsibj@ N

Q

The neoclassical growth theory was initially presented b}% Solow and Trevor Swan in
1956. According to the hypothesis, the three compone\ labour, capital, and technology lead
to economic growth. This is a conventional view of ;he, roie of a business entity, it posits that a
corporation is a highly individualized econoz@ity which is created primarily to make profits
and legitimatized by the laws gove img_j)ncorporated businesses. This is an approach that
underscores the notion that a bugimesd4s only responsible to its shareholders by maximizing their
wealth. This theory assert thNe only responsibility of business is to utilize its resources and
engage in those activi ‘%c.h will increase its profits working within the norms laid down by
the society. T tgobr believes that managers as agents of the shareholders are required to
conduct b in ways which are consistent with their interest and it would be considered

une n part of managers to spend shareholder’s money on socially responsible activities.
T

herefore, social concerns should be left to the care of the government.



2.2.2 Stakeholder’s Theory

The "Freeman's Stakeholder Theory," which was developed in 1984 but supported and further
evaluated by Galand and Cadez, can be used to support the paragraph below because it
emphasises that managers must act in the interests of all stakeholders and not just pursue
shareholder wealth maximisation objectives. This is due to the fact that stakeholde%'}; e:)ple
who have an interest in the business, and interfering with their satisfactio @Verely and

'\
performance. So, if businesses engage in CSR, it might promote@holder involvement that

badly affect the company's image, weakening its competitive ed%@wering financial
has a favourable effect on financial performance. For insta appy workforce will support

high production, a happy customer base will drive@c evangelism and word-of-mouth

advertising, and suppliers may offer discounts, imp;{vjng total financial success.

The philosophy of businesses engaging@\:Q%R activities demonstrates how the company is
concerned with and prioritises the @f groups other than shareholders and is ready to take a
wider and longer view than @’wn short-term earnings, which is important for stakeholder
engagement and confid This obviously demonstrates the sincerity of the desire to consider
society's improve%Qnotwithstanding any CSR expenses that may arise positively affects
stakeholders@gﬁptions of an organization's aims and culture since people find it impossible to
think 6 ything unethical when businesses practise social responsibility. Particularly,
cus@:rs who start off supporting businesses by consistently buying their products tend to gain
more trust and loyalty since they are confident in the organization's ethical ideals that improve its
image and reputation. Companies are able to benefit from CSR over time by charging higher
prices and selling more of their goods and services, which helps to indirectly offset high CSR

expenditures. In this manner, advantages outweigh expenses, enabling businesses to see an



above-average inclination in their profits—clearly demonstrating a favourable association

between CSR and financial success.

The implementation of CSR alters corporate culture and operations, requiring that the majority of
the organization's responsibilities be focused on adhering to its ethical code of conduct. This has
benefits for both professional and personal growth. In order to successfully en@ éSR
activities, every employee must have the opportunity to receive CSR trainin @gvelopment.

'\
skills and methods of task execution that can be used across the Q@Z tion. As the essence of

This increases their efficiency and effectiveness because they are r&%“y to acquire new
CSR may include work areas that workers are enthusiastic>rabout, motivating them to

demonstrate greater interest and loyalty towards adapt@ SR culture of the firm, employees

may become better at their jobs. This inspires peoijo work hard and productively, which may

lead to increased financial performance and@te growth.
2.2.3 Agency Theory \ Q

Jensen and Meckling cieid\ﬂak concept of agency in 1976. They proposed a hypothesis

explaining how con of ‘interest between a company's owners (shareholders), management,
and signiﬁcan}Q&Qﬁnanciers form the foundation of the organization's governance. Large

corporate izations, such as public limited corporations, have the opportunity to raise

sig i‘% amounts of cash in this context of financial management by issuing shares that are

purchased by a large number of shareholders. However, this results in shareholders, who are the
company's owners and have the capacity to manage ownership and confront risks and returns on

their shares, being unable to take part in managing, running, and directing the business's strategic

and operational decisions. As a result, shareholders choose directors and managers to carry out



these duties on their behalf, separating ownership from control. This division depicts the
existence of an agency connection, also known as a principal-agent relationship or agency

relationship, which is an essential contractual link between shareholders and managers.

An agency relationship can be defined as the situation in which one party, known as the
"principal" (shareholder), appoints or hires another party, known as the "agent" (ma@, tc: act
in accordance with their interests under a contractual agreement. The agencx nship finds
its roots in the growing gap between "shareholders' ownership" anagers' control
responsibilities." This relationship between the principal and ag éexample of "agency."
Managers are expected to prioritise shareholder interests as 1mary goals under the terms
of the agency agreement. This isn't always the cass@h, since managers frequently take
advantage of opportunities that benefit their own i@sts at the expense of shareholders. Due to
the divergent goals—shareholder wealth imfsation for shareholders and personal wealth
maximisation for managers—this cl ilustrates a "conflict of interests." As a result, the
foundations of the "agency QQI) are these incongruent, divergent aims, which paint
managers in the business as "wedlth seekers" and "risk averse" in contrast to principals who are

"profit seekers" and @gneutral." In this situation, "Agency Theory" emerges, develops, and

intervenes. QJ

Corpo@%ml responsibility can be used to alter the conditions under which the agent is
req d to act and to reinstate the interests of the principal. The principal must get around the
lack of knowledge regarding the agent's performance of the assignment by hiring the agent to
represent the principal's interests. Agents need incentives to motivate them to behave in the
principal's best interests. By taking into account the interests that drive an agent's behaviour,

agency theory may be utilised to create these incentives effectively. Rules that discourage moral



hazard must be in place, and incentives for bad behaviour must be eliminated. Businesses may
improve their internal company policies by better understanding the factors that cause issues.
The measure of "agency loss" has become widely employed to assess whether an agent operates
in the best interests of their principal. According to a strict definition, agency loss is the

discrepancy between the principal's ideal outcomes and the results of the agent's act10®€ncy

loss is zero, for instance, when an agent consistently acts in the principa interests.

However, the agency loss increases the more an agent deviates from the prj.@ S best interests.

23 Review of Empirical Studies

This section reviews previous works done on the rela 4&%& between CSR and financial
performance by authors from diverse backgrounds and%vpomts.
S

In a study conducted by some scholars tl& rporate Social Responsibility and Corporate
Financial Performance: The Nigerian % nce which aimed to show empirically the impact of
corporate social responsibility s financial performance for the period 2005-2010. The
study adopted a pool p AK ey research design method in ascertaining twenty-nine (29)
sample firms and quently analyzed their various annual reports through panel data
regression ana&gﬁing (CSR donations, leverage, size and tang) and earning per share as
independe dependent proxies respectively. The study confirmed that performance of EPS
is hi an CSR therefore concluding that CSR has little but positive impact on the firm’s EPS.

The study therefore recommends that corporate organizations should be involved in social

responsibility which will increase earnings but at a reasonable percentage of their revenues?>.

In a similar study titled Corporate Social Responsibility and Financial Performance in the

Nigerian Construction Industry, the relationship between corporate social responsibility and



financial performance of listed companies in the construction industry between 2003 and 2012
was ascertained’®. The study employed expo-factor and survey design as the basis for selection
of samples, annual reports and accounts of sample companies were analyzed using multiple
regression model, a five-part Likert scale questionnaire was also administered and analyzed
using the chi- square test to determine the relationship between philanthropic activitie\won-
philanthropic activities on return on capital employed of firms in the constructighindustry. The
study showed that CSR is positively impactful on financial performan@hmt through non
philanthropic activities. The study concluded that discharge of phil opic responsibilities by
Nigerian construction companies can increase the firm’s pro @Yvy to a lesser degree, non-
philanthropic components have potential on enhancing@ profitability therefore the firm

should focus more on the non- philanthropic aspects of corporate social responsibility.

UL
Similarly, in a study titled The Impact @rporate Social Responsibility Reporting on
Profitability of Nigerian Manufacturi &a))swhich investigated the impact of corporate social
responsibility on profitability O@P{an manufacturing firms for the period 2004 to 2013. The
study adopted an expo Af&%e)search design, random and purposive sampling technique to
select twenty- seven@companies listed on the stock exchange. Annual reports of sample
companies we@ ed using ratio computations extracted from the reports, simple regression
model w@loyed to predict the relationship between the dependent variable (net profit
mape nd the independent variable (CSR)*. The study concluded that corporate social
responsibility has positive and significant impact on net profit of manufacturing firms in Nigeria

and recommends that manufacturing organizations should always make provisions for social

development of the society in order to boost their reputation, thereby increasing their returns.



The standard setting bodies should set up Corporate Social Responsibility framework for all

companies so as to improve the level of CSR disclosure of companies.

In a similar study titled Corporate Social Responsibility and Profitability of Nigerian Banks:
Implications for Service Delivery, the relationship between corporate social responsibility (CSR)
and profitability of Nigerian banks between 2005 and 2014 was investigated&%’ st.udy
adopted an exploratory research design in choosing its five (5) sample firms. @y extracted

'\
analysis was carried out using ordinary least square (OLS) ma@)f regression. The study

data from the annual reports relating to CSR costs and PAT for th&wri under review, the
concluded that a positive and significant relationship exists CSR and Profitability which
implies that banks can improve their profitability andks@evelopment through improved CSR
practices. The study recommends that that bank sh0{151 view CSR as a means of achieving some
corporate objectives such that CSR practi re properly integrated into their operations; they
should not limit their CSR practices %ge%ate philanthropy alone; regulatory bodies should be
empowered to maintain intern@?’ standards; they should develop proper framework for

implementation of CSR m}l&) so as to execute programmes that have direct bearing on the

needs of the people. @

Also, in a st@%\ed Corporate Social Responsibility and Company Performance, the impact of
corpo@ 1al responsibility on performance of firms in the United Kingdom was examined?°.
Th@dy adopted a descriptive statistic used to describe the data set of 500 UK firms, regression
statistics were done to establish the extent of relationship between two or more variables and
correlation analysis were done to establish the nature and degree of relationship between
(corporate social responsibility, market to book value and company size) and return on capital

employed. The results showed significant positive relationship between corporate social



responsibility, market to book value and return on capital employed and return on capital
employed. The study however found no significant relationship between CSR and size. The
study recommends that for an increased financial performance, UK firms after an industry
examination should intensify more efforts in carrying out their corporate social responsibilities

which can serve as a source of competitive advantage. \Yy‘

Also, in a study titled the Effect of Corporate Social Responsibility on the Fi @erformance

'\
on the financial performance of selected oil and gas firms in Ni a@t een 2002 and 2016,

of Selected Oil and Gas Firms in Nigeria investigated the effect of corp ra@:ial responsibility
=
Data were collected from the audited financial statements lected firms for a period of
five (5) years. Using net profit margin, return on ?@nd return on assets as proxies for
financial performance, correlation and regression a@}ysis were conducted. It revealed that CSR
has a positive and significant impact on th€\get profit margin, return on equity and return on
assets of oil and gas firms under g)l‘he study concluded that firms that are socially
responsible continue to ﬂouris}@? as a result of CSR activities yielding its return. Finally,
the study therefore reco&é&)that government as part of their responsibility should put in

place policies that V«@eate a good business environment for firms operating in oil and gas

sector of the eq@for them to increase their investment in corporate social responsibility.

N\
A simyj ‘ﬁy titled Corporate Social Responsibility and Firm Performance: Evidence from an
Em%-lg Market investigated the relationship between firm performance and corporate social
responsibility of firms listed on Borsa Istanbul between 2009 and 20114, The study employed
judgmental sampling in ascertaining 341 sample firms out of 1023 firms’ observations and
adopted panel regression and content analysis of annual reports/websites to determine the

relationship between return on asset (ROA) and CSR of sample firms. The study discovered a



negative relationship between CSR and financial performance, meaning that firms which
disclose more information about CSR initiatives in their annual reports have a lower return on
assets and subsequently moved to recommend that firms reduce the level of their disclosure on

social responsibility activities.

Also, in a study titled Corporate Social Responsibilities and Firm Performance: A@tive
Study of Banking and Non-Banking Sector in Nigeria ascertained the relatio @ween CSR
and performance between 2005 and 2014%?. The study adopted conveni nﬁpling in selecting
10 samples firms from both the banking non- bank sectors of Nige@ s?udy analyzed annual
reports of sample firms using correlation and regression m ascertain the effect of CSR
expenditure on return on asset and equity. The study Ei@ed that a positive relationship exists
between the two variables and then recommends tht)statutory bodies should mandate banks to
go beyond donation and look at other area CSR. It further recommended that managements

of the two sectors should take advantA%oQQSR in order to enhance their corporate performance.

In a similar study titled The R@dship between Corporate Social Responsibility and Corporate
Financial Performance: efice from a Developing Country which examined the relationship
between CSR and@ of listed firms on the Dhaka Stock Exchange (DSE) for a period 2008-
2012. The s@%nalyzed the annual reports of 131 sample firms using regression model to
detem@ effect of governance, workplace/human resources, products/services, environment
an@nmunity on return on asset and equity. The study concluded that there is evidence of a
positive relationship between CSR and firm’s financial performance in Bangladesh. It further
argued organizations practice CSR due to pressure from powerful stakeholders and seek internal

legitimacy through gaining competitive advantage in the market*. The study recommends that



companies in less developed economies like Bangladesh should disclose more on CSR as it

boosts their financials.

The impacts of voluntary Occupational Health and Safety Management (OHSMS) of fashion and
textile-related companies’ financial performance were examined**. The study adopted the long-
horizon event study research design method estimating the sampled compan@ OITmal
changes of sales and Return on Asset (ROA) over non-OHSAS adopters int\ev e industry.

'\

The results revealed that, occupational health and safety managen&c have a negative
might cause a strain on

impact on ROA suggesting compliance to occupational health and@y

a firm’s financial position. ®

Also, a study examined the effect of sustainability repo%t}g on corporate performance of quoted
brewery firms in Nigeria between 2012 and 20)&))&&1 was obtained from the audited financial
statements of three brewery firms for a @ five years. The result of the study showed that
Economic Performance disclosure @ ), Environmental Performance disclosure (ENV) and
Social Performance disclosurx)ﬁ)V have no effect on Return on Asset (ROA) of selected
quoted firms in Nigeria study concluded that disclosures about issues away from mandatory

requirements of th@atory standards do not significantly affect profits.

In a simil %y titled Relationship between Corporate Social Responsibility and Financial

Per

relationship between Corporate Social Responsibility (CSR) and Corporate Financial

ce in the Mineral Industry: Evidence from Chinese Mineral Firms which examined the

Performance (CFP) using panel data for 228 Chinese mineral listed firms from 2010 to 20134,
Data were analyzed using Pooled Least Squares Regression analysis. The estimated results

revealed that, overall, shareholder, employee responsibility, environmental responsibility,



supplier, customer and consumer responsibility have significant relationships with CFP, which
are the stakeholders who have the closest linkage with firm operations. Meanwhile, public
responsibility outside the firm does not show significant interaction with CFP, which is why
many mineral firms ignore the public interest and this leads to conflicts. Shareholder
responsibility has the most significant positive effect on CFP. Supplier, customer and&%su'mer

responsibility and environmental responsibility usually have negative effects as costs

increase. %\

Also, in a study titled An Examination of Corporate Social @i'b\ility and Corporate
Performance: The Case of Pakistan which examined the ef] orporate giving on financial
performance of listed Pakistan firms*’. The result of ‘Eh@y revealed that corporate giving and
social responsibility is positively related to corpora@yerformance and employee behaviour and
performance. It is proposed that CSR inﬂ@ e organizational identification positively and

this relationship will be stronger in Qﬁéﬁvist culture, which will eventually lead to higher

work engagement. @

A similar study titled Enyirgnrhental Cost Management and Profitability of oil Sector in Nigeria
investigated the e%@f environmental cost management on the profitability of oil sector in
Nigeria fron@&to 2013%8. Data used were obtained from the Central Bank of Nigeria (CBN).
Multi% ression Analytical Technique (MRAT) was employed. Result revealed that there
exi@ significant relationship between influence of environmental cost management and the
profitability of oil sector in Nigeria. Also, it was discovered that there are established standards
in Nigeria guiding environmental cost management in the oil and gas industries in Nigeria. The
study concluded that the extent of environmental cost management in the oil sector is at its

rudimentary stage. The study however recommended inter alia that; there should be Policy



consistency on the Improvement of external reporting in environmental cost data. The adoption
of the United Nations Environmental Cost Management Accounting (ECMA) guideline which
will enhance the effectiveness of the already adopted Internationally Financial Accounting
Standards (IFRS) in Nigeria, and which evolves environmental cost management accounting

N

A similar study titled The Effect of Corporate Social Responsibility on the f@gility of the

practice, should be encouraged.

'\

Industrial Companies in Jordan explored the relationship between cor;%ate cial responsibility,
The study made use of

employee engagement, and organizational performance in Jordq@
primary data which was analyzed using the multiple an regression analysis. Results
showed that, corporate social responsibility (bo‘Ell\&@nal and external) and employee
engagement (vigor, absorption, and dedicati(‘)%h@j-a significant positive relationship with
organizational performance. Also, the res T&e ealed that there is a positive and significant
relationship between corporate soci gsﬁonsibility and employee engagement. The study
recommended that in order to e%&e‘performance, decision makers must work on creating and

maintaining an efﬁcier&%ﬁate social responsibility agenda, which would increase

employees’ engagem@their work which will lead to improved performance outcomes.

Also, in a st@%\ed Corporate Social Responsibility and Firm Performance: A Study of Listed
Firms 6 tgeria, Corporate Social Responsibility (CSR) disclosure practices of Nigerian quoted
co@ies and their determinants between 2013 and 2014 were examined>’. The study employed
ex-post facto research design and judgmental sampling in selecting 45 sample firms across
various industries out of a population of 188 firms at the time. Data were obtained from the
online published annual reports of the selected companies and analyzed using descriptive

statistics, correlation and linear regression to determine the relationship between CSR disclosure



and (company size, profitability and auditor type). The study discovered a positive relationship
between CSR disclosure and performance of firms and moved to recommend a mandatory CSR

reporting framework in line with international best practice for all listed companies in Nigeria.

The effect of sustainability accounting measure on the performance of corporate organizations in
Nigeria using the Ex post facto research design was assessed!. Data for study @;ted
from annual reports and accounts of the company in Nigeria. Formulated hyp@) were tested
using Regression Analysis with aid of SPSS Version 20.0. The r s revealed that
environmental cost does not impact positively on revenue of co a%gz?nizations in Nigeria,
also that environmental cost impact positively on profit gen %%)f corporate organizations in
Nigeria. However, it was recommended that Indigenm@ multi-national firms should ensure

that strict policies as regards environmental accoun{it}ﬁ- are adhered to, in order to enable stable

organizational performance. K\&

In a study titled Corporate Social nsibility and Financial Performance in the Airline in
Central and Eastern Europe@y (20) audited financial statements of airline firms were
selected and sampled om>2. The Return on Equity (ROE) and Return on Assets (ROA)
were used as in@ to measure financial performance of firms while the independent
variables WQ(&mmunity Performance (CP), Environment Management System (EMS) and
Empk@le%ations (ER). Results showed a significant positive relationship between CSR
ini@es and financial performance measures. More specifically, there was found to be a
positive relationship between the independent variables of CP, EMS and ER and the financial

performance of airline firms in terms of the ROE and ROA.



Also, in a study titled Corporate Social Responsibility and Financial Performance of Selected
Quoted Companies in Nigeria, the relationship between corporate social responsibility and
financial performance of quoted companies in Nigeria between 2011 and 2014 was examined®.
The study employed an ex-post factor research design and purposive sampling technique in
selecting 30 sample firms and moved to analyze their various annual reports using thexRWive
statistics, correlation coefficients and multiple regression models to determine t t of CSR
disclosure and expenditure on (return on asset, return on equity and net pm@wgin). The study
concluded that a positive relationship exists between corporate soci sponsibility disclosure
and return on assets in Nigerian quoted companies and mov %commend that the issue of
corporate social responsibility should be part of the co%ﬁ

ission and strategy statements

and not just be regarded as a philanthropic exercise.

NV

Also, a study titled Corporate Social Res ‘ﬁllty Disclosure and Financial Performance of
Listed Manufacturing Firms in Nigeg ated the impact of corporate social responsibility
disclosure (CSRD) on the ﬁnan% erformance of listed manufacturing firms in Nigeria®*. The
study selected 10 samplle{ﬁ randomly and examined the influence of (human resources,

environment, comm@and product) on the Earnings per Share (EPS) of the sampled firms
through the u&iﬂultiple regression analysis. The study discovered an overall significant
positive a@on between CSRD and EPS and which means that the higher the level of CSRD,
the % the EPS. The study recommends that management of listed manufacturing firms in
Nigeria should increasingly approach CSR and CSRD issues with positive mindset thereby
recognizing it as investment rather than liability. Furthermore, the Financial Reporting Council

of Nigeria (FRCN) should make social and environment reporting in the companies’ financial



statements mandatory since CSRD is beneficial to the government, the listed manufacturing

companies and their stakeholders.

Also, in a study titled environmentally friendly policies and their financial effects on corporate
performance of selected oil and gas companies in Niger delta region of Nigeria which examined
the effect of friendly environmental policies on performance of oil and gas @; in
Nigeria®. Data was collected from both primary and secondary sources @’fyzed using
simple ordinary least square regression. It was revealed that the cost &n 1ng environmental
protection and management positively influenced firms’ proﬁ@y. '%he study therefore
recommended that firms should formulate and implement entally friendly policies to
enhance their competitiveness, acceptability and stabj@ich will subsequently result in high

N

Also, a study titled The Impact of Envi gbg%[al Cost on Corporate Performance: A Study of

performance.

Oil Companies in Niger Delta Sta eé%\!igeria examined the impact of environmental cost on
corporate performance betwe@) and 2011 as well as the effect of Community Development
Cost (CDC), Waste Ma ént Cost (WMC) and Employee Health and Safety Cost (EHSC) on
the Return on Ass%@ ) of sampled firms using the multiple regression analysis. The results
of the study@‘g}ished a negative significant relationship between CDC and ROA: WMC and
ROA wdhi positive significant relationship was established between EHSC and ROA. The
stu@oncludes that sustainable business practices and corporate performance is significantly
related. Therefore, the study recommended that the management of oil companies in the Niger
Delta region should develop a well-articulated environmental costing system in order to
guarantee a conflict free corporate atmosphere need by managers and workers for maximum

productivity and eventually improve corporate performance.



In a study titled Corporate Social Responsibility and profitability of Nigerian Banks: A Causal
Relationship, the relationship between social responsibility and profitability in the Nigerian
banking industry between 2001 and 2010 was investigated®®. The study used the First Bank of
Nigeria (FBN) Plc. as a case study using correlation and regression analysis. The study
concluded that there is a positive relationship between banks CSR activities and p@bﬂity.
The study recommended that banks demonstrate a high level of commitment to @ra'te social

responsibility in order to enhance their profitability in the long run. %

In a similar study titled Corporate Social Responsibility a &n;\ial Performance in
Developing Economies: The Nigerian experience the impac orate Social Responsibility
activities on financial performance of quoted companje@l@igeria was examined using a sample
of forty companies®’. The study investigated the r%onship between Community Performance
(CP), Environmental Management System(\gw and Employee Relations (ER) and financial
performance proxies Return on Asset &p) and Return on Equity (ROE). The study revealed a

significant positive relationshi@éen CP and ROA, while a negative and insignificant

positively impacts ﬁl@g} performance.

In a similar@‘% titled Interaction between Corporate Social Responsibility Disclosure and

relationship was establiiidMeen ER; EMS and ROA. The study concludes that CSR

Profit "it%f Indonesia Firms, the environmental impact of industrial firms in Indonesia was
exa d®®. The results revealed a significant and positive impact of social events on
profitability of firms. The study concluded that a favourable corporate image is crucial from the
investor point of view, as investors are usually eager to buy stocks of organizations that are

socially and environmentally responsible.



In a study titled The Impact of Environmental Accounting and Reporting on Organizational
Performance of Selected Oil and Gas Companies in Niger Delta Region of Nigeria, the impact of
environmental reporting on organizational performance of oil and gas companies was
examined.”® Data were gathered through Secondary and primary sources and analyzed using
Pearson product moment Correlation analysis. Results revealed that environmentalx as a
positive and significant effect on firm’s profitability. The study concluded @men‘[ally

friendly firms will significantly disclose environmental related 1nfom|a@m the financial

statements and reports. (6 "

In a study titled The Impact of Environmental Accounti Reporting on Sustainable
Development in Nigeria, the relationship between ?@ental accounting and reporting of
sustainable development in Nigeria was evaluatedQ) The study employed the Ordinary Least
square (OLS) method for analysis, and it \éx&st lished that a positive significant relationship
exists between environmental acco reportlng and sustainable development. The study
recommended that organlzatlon% track their environmental data against reduction targets

and consequences of non { nce with environmental accounting and reporting.

In a study titled C@le Social Responsibility and Financial Performance, the effect of social
responsibilit@%ities on financial performance of quoted companies in Kenya was examined®!.
The st@ ployed the Ordinary Least square (OLS) approach for analysis, and established that
a p@ve and insignificant relationship exists societal cost and financial performance. The study
recommended that firms continue to invest in their relationship with the society in order to

ensure a lasting mutual beneficial relationship.



In a study titled Competitive Advantage and Corporate Social Responsibility, the effect of
corporate social responsibility activities on the competitive performance of companies using
Nestle as a case study was investigated®”. The study concluded that an insignificant positive

relationship exists between societal activities and competitive performance of companies.

However, in a study titled Impact of Corporate Social Responsibility on Financial @nce:

A study on Manufacturing Companies Listed in London Stock Exchange, th of CSR on
financial performance between 2011 and 2015was investigated®®. The s u@ployed a positive
approach and an explanatory research design to explain the négﬂ;\hind the impact of
corporate giving, employee safety, greenhouse gas emissio ion and waste reduction on
dependent variables ROA and ROE. Secondary datil @ted from the annual, sustainability,
environmental and CSR reports of thirty-six manu%uring and production companies listed on
the London Stock Exchange (LSE) at the tj@ve ¢ analyzed using the E-Views software which
generated descriptive, correlation a ege)ssion statistics. The results showed that corporate
giving has a negative insigniﬁ%%pact on financial performance, employee safety has a
positive insignificant im&t}r)ﬁnancial performance, greenhouse emission reduction has a
negative insigniﬁca-@pact on financial performance and Waste reduction has a negative
insignificant i&&n financial performance. The study however recommends that managers

spend on.% munity in order to benefit from tax savings, create a safe environment for their

% on the basis of motivation, use renewable energy and innovation so as to protect the
environment in which they operate and invest in the communities where they operate to boost the

economy they depend on.

In a study titled The Impact of Corporate Social Responsibility on Firms’ Profitability in Nigeria,

the relationship between corporate social responsibility and firm’s profitability in Nigeria



between 1999 and 2008 was examined®. The study adopted the random selection method to
ascertain its sample of ten (10) firms on the Nigerian Stock Exchange, annual reports of sample
firms were analyzed using econometric model, ordinary least square regression was used to
determine the relationship between profit after tax and CSR of sample firms. The result 40
concluded that there exists a negative relationship between firms’ performance and in %ﬂt in
CSR. The study recommends that Policy framework be designed for te social
responsibilities in Nigeria by the government and ensure compliance by s echanisms and
institutions for the implementation of CSR. Furthermore, compani‘e;{i'%igeria particularly the

profitable one should give greater credence to CSR, which v@ssist them to survive and

maintain their profitability. @
N

Finally, in a study titled Corporate Social Res oniibility and Organizational Profitability: An
Empirical Investigation of United Bank fo, <$Qic (UBA) P1c%.This investigated the impact of
Corporate Social Responsibility on % fitability with particular reference to United Bank
for Africa (UBA) Plc. for the p@'{)@ﬂ%-%lz The study analyzed the annual reports of UBA
Plc. using ordinary least ‘s&&gression model to ascertain the effect of corporate social cost,
investment and expe@e on profit after tax (PAT) of UBA Plc. Result showed that Corporate
Social Respon@gﬁpending has short term inverse effect on Net Profit but in the long run it
will prov%gter returns. Furthermore, the study recommends that government should put
poli %nework in place that will be design for corporate social responsibility in Nigeria and
ensure compliance by setting mechanisms and institutions for the implementation of corporate

social responsibility.

The concepts of Corporate Social Responsibility in relation to community development have

been debate among different scholars, which provide empirical evidence that this topic did not



exist in a vacuum. Having gone through different scholars’ reports on the concept of CSR and
Community Development, three out of eight reviewed scholarly articles that interest the

researcher is writing bellow for empirical clarification.

The Domini social index affects corporate performance on a sample of around 1,000 firms in a

13-year interval by controlling for size, industry, business cycle and time i@ firm

idiosyncratic characteristics. Our results find partial support to the hypothe§i t corporate

'\

social responsibility is a move from the shareholders’ wealth to a rn%hi-s eholder’s welfare
to increase (reduce)

target. On the one side, permanence into the Domini index i "sggw

significantly total sales per employee (returns on equity bu en large and R&D investing

firms are excluded from the sample). On the other si{e@ returns on equity for Domini firms

seem nonetheless to be accompanied by relativel Wr conditional volatility and lower reaction
S

to extreme shocks with respect to the contrx

An explanation for these findings, @ted by the inspection of Domini criteria, is that social
responsibility implies, on th@ side, decisions leading to higher cost of labour and of
intermediate output, ay, on the other side, enhance involvement, motivation and

identification of th@ orce with company goals with positive effects on productivity.

Achievin izational objectives in the long run and maximum organization performance and
effe ss, requires giving full attention to corporate social responsibility (CSR). The
societies where business is located occupy a central place in corporate culture affecting the firm
performance thus necessitating change in the internal organization structures, processes and
behavior. A theoretical review of CSR practices revealed a strong link between a firm’s CSR

practices and its performance®®.



Empirical evidence has been showed to investigate if Corporate Social Responsibility (CSR)
activities are beyond a firm’s legal obligations and potentially require a sacrifice in short-term
profits, why do firms promote CSR? This question motivates this investigation of the impact of
CSR on a firm’s Corporate Financial Performance (CFP). This relationship is examined for the
period from 2004 to 2013 in South Africa. We assess the short-term impac\ SR
announcements on financial returns of firms included in or excluded from t nnesburg
Securities Exchange Socially Responsible Investment Index and determL@hether there is a
difference in the long-term CFP between these two groups for the e etiod. The event study
methodology shows that investors were rewarded in 2004 a c@@, when firms entered the
index, and were penalized in 2013, when firms exited th\%&) hen using regression analysis,

the various industries provide mixed results betweenC}R and CFP for firms over the long term.

N,
Based on these results, we find that CSR ac;& lead to no significant differences in financial

performance®’. Q/J\

Corporate social responsibilit%&k has been found to positively affect the financial
performance of firms. y&w firms are increasingly monitoring outcomes that are not
traditional financial @.\res as a means to gauge sustainable success. This study sought to
understand if rga)re benefits to engaging in CSR beyond traditional financial outcomes.
Speciﬁca@ link between CSR and employee turnover and customer satisfaction was studied.
Th rovide strong support for the hypothesized relationships. CSR appears to diminish
employee turnover while improving customer satisfaction. This study therefore offers empirical

evidence that CSR can offer benefits to firms beyond traditional financial-orientated rewards.

Empirical evidence has been shown which examine several executive, firm, and industry-level

characteristics that affect the propensity of firms to engage in activities that are socially



responsible. First, we construct several aggregated and disaggregated measures that represent
firms' engagement in socially responsible practices. We find that larger, older, cash rich and
solvent firms are more likely to employ actions considered socially responsible. Our results also
suggest that firms in industries facing a recessionary trend are less likely to invest in social
responsibility programs. Next, we examine the impact of corporate social responsibKWSR)
on firms' investment policies, organizational strategy, and performance. Our i indicate
that factors associated with CSR strengths positively relate to all three aj.@ﬁ:s whereas CSR
concerns and firm attributes are negatively related, although the rélation is statistically

weaker. Finally, we perform several robustness checks that V&@T findings.

Over the last two decades in OECD countries increaﬁ@mre firms are certifying as socially
responsible. This kind of certification is assigned-\bx private companies that guarantee that a
certain firm’s behaviour is environmenta nd”sociologically correct. Some studies tried to
establish if there exists a link betwee gd) Responsibility certification and the performance of
firms. Their results were ambig@d did not show any common connection. This ambiguity
depends mainly on the st&l}& of their analyses and on the problem of whether performance
is affected more by @caﬁon costs or by increasing sales due to an effect on reputation. Our
work would li ‘gd)iscover whether certain performance indicators are affected by a firm’s
socially ble behaviour and their certifications by looking at panel data. The novelty of
our, is is due to its dynamic aspect and from a CSR index that intersects two of the three
main international indices (Domini 400 Social Index, Dow Jones Sustainability World Index and
Good Index), to be objective and obtain a representative sample. The main results seem to

support the idea that CSR firms which are more virtuous, have better long run performance.



They have some initial costs but obtain higher sales and profits due to several causes’ reputation

effect, a reduction of long run costs and increased socially responsible demand®®.

The study examined the relationship between corporate social responsibility and performance of
selected firms in Nigeria. The specific objective of the study was to determine if there was any
significant relationship between social responsibility cost and corporate proﬁt@. the
selected firms. The study was based on the stakeholder theory of social r@gﬂity which
emphasized the need for a corporate organization to satisfy the require en%f various interest
groups. Exploratory research design was employed with the us &\tﬂe“series data. Product
moment correlation was used to test the hypothesis and rmine whether there is any
significant relationship between social responsibilij@ and corporate profitability in the
selected firms. Findings revealed a significant relatiquhip between social responsibility cost and
corporate profitability. Therefore, the stu on€luded that social responsibility was vital to
organizational performance. It is r iaénded that firms in Nigeria should endeavour to

increase their commitment to s@sponsibility by setting aside substantial amount of their

income to social respons@ggrammes”.

A surge of intereﬁgrporate social responsibility leads to studies, addressing its effects on
organization@(%comes. While some evidence of positive relationships between CSR and
organiﬁio commitment exists, this study identifies two elements of organizational culture -
na@ CSR values and employee engagement in CSR- and treats them as mediators of this
relationship. Responses from 196 survey participants confirm previous findings that employee
perceptions of CSR positively affect organizational commitment, but also indicate that each of
the identified mediators affects this relationship, and that the effect is stronger when both

mediators are included in the model’°.



This empirically investigated the relationship between CSR and corporate performance by using
both accounting based performance measures (e.g., ROA, ROE, and ROS), as well as market
based firm performance measures (e.g., PER, EPS, and PBV), for a sample of companies listed
on the BSE during the period 2008-2011. In addition, there were considered several control
variables that cover firm’s characteristics including size, indebtedness, as well as the xo\%any’s
tenure. By employing panel data regression models without cross section effects) found a
negative relationship between CSR and ROS, as well as a positive associal@;: ween CSR and
EPS. Furthermore, by estimating fixed effects panel data regresSten models, the positive
relationship between CSR and EPS was reinforced. In addi '%Xre have performed several
robustness checks such as the presence of autocorrelatioq&%)residuals, as well as the variance
inflation factors towards multicollinearity. The novelty of the current study consists in the
consideration of a multifarious set of performaice ratios. This research is important for both

managers and investors, since CSR unden@gs improve corporate performance’!.

Based on the global corporate S%R%ponsibility standards, a comparative framework has been
produced in order to eva a‘;e.\grporate social performance in national level. The nine CSR
standards are UN Gl@Compact, Global Reporting Initiatives guidelines, Ethibel Sustainable
Index, Dow egvgustainability Index, Global 100, FTSE4Good, Accountability Rating,
SA8000 A%Q)rld Business Council for Sustainable Development. The procedure of analysis
inc eight factors that reflect the importance of each standard. In total, 98 countries out of
133 countries made available by the World Economic Forum, implement at least one CSR
standard. The results of the top 20 countries are presented here. The findings show significant
difference in CSR standards among the countries, which indicate the different perceptions of the

companies or needs of each country’?.



The investigation whether superior performance on corporate social responsibility (CSR)
strategies leads to better access to finance was hypothesized that better access to finance can be
attributed to a) reduced agency costs due to enhanced stakeholder engagement and b) reduced
informational asymmetry due to increased transparency. Using a large cross section of firms, we
find that firms with better CSR performance face significantly lower capital a&&sﬂn‘[s.
Moreover, we provide evidence that both of the hypothesized mechanisms, b keholder
engagement and transparency around CSR performance, are importan@educing capital
constraints. The results are further confirmed using several alte e *measures of capital
constraints, a paired analysis based on a ratings shock to C %formance, an instrumental
variable and also a simultaneous equations approach. Fin& show that the relation is driven

by both the social and the environmental dimension OT}SXIB.

‘{\)
In this review, the primary subject is the ‘b}\ ss’case’ for corporate social responsibility (CSR).
The business case refers to the underyj rguments or rationales supporting or documenting

why the business community sb%?&cept and advance the CSR “cause”. The business case is
concerned with the prima‘m%k?on: What do the business community and organizations get out
of CSR? That is, h@,they benefit tangibly from engaging in CSR policies, activities and
practices? The Qusihess case refers to the bottom-line financial and other reasons for businesses
pursuing rategies and policies. In developing this business case, the study first provides
SO rical background and perspective. In addition, it provides a brief discussion of the
evolving understandings of CSR and some of the long-established, traditional arguments that
have been made both for and against the idea of business assuming any responsibility to society

beyond profit-seeking and maximizing its own financial wellbeing. The study addresses the

business case in more detail. The goal is to describe and summarize what the business case



means and to review some of the concepts, research and practice that have come to characterize

this developing idea’.

This study treats firm productivity as an accumulation of productive intangibles and posits that
stakeholder engagement associated with better corporate social performance helps develop such

intangibles. The study hypothesized that because shareholders factor improve% ctive

efficiency into stock price, productivity mediates the relationship between ¢ % social and

financial performance. &

N
Furthermore, we argue that key stakeholders’ social considerati \r&more valuable for firms
with higher levels of discretionary cash and incom ‘%%v uncertainty. Therefore, we
hypothesize that those two contingencies moderateaﬁcxmediated process of corporate social

performance with financial performance. «\)

Our analysis, based on a comprehensi'fe%guudinal dataset of U.S. manufacturing firms from

or these hypotheses. In short, this study uncovers a

1992 to 2009, lends strong s &N
productivity-based, contej&ﬁe)nt mechanism underlying the relationship between corporate
social performance a@ancial performance??.

The study a es corporate social responsibility (CSR) for banks and its impact on bank
ﬁnancial‘%srmance in a context of the recent financial crisis. The largest banks consistently
ha igher CSR strengths and CSR concerns during the sample period. However, this group
sees a steep increase in CSR strengths and a steep drop in CSR concerns after 2009. Banks that
are profitable, have higher capital ratios, charge lower fees to deposits, and with more female and
minority directors have significantly higher CSR strengths scores. For banks with low

involvement in low-income communities, it is the smallest banks that show many significant



relations between corporate social responsibility and bank characteristics. Yet, for banks with
high involvement in low-income communities, it is the largest banks that show many significant
relations. Finally, we find that the largest banks appear to be rewarded for their social
responsibility, as both size adjusted ROA and ROE are positively and significantly related to
CSR scores”.

A study investigated the effects of Corporate Social Responsibility practices @ financial
performance of listed manufacturing firms in Nigeria between the perlo@ll to 20217°,
Panel data were gathered from the selected firms with the use condary data sources.
According to the study's findings, negative donations have a Xe effect on profit after tax.
Also, results show that there is a positive significant e%% donation and revenue of listed
manufacturing firms. Furthermore, profit after tax demonstrates that donation has a negligible
negative effect on profit for the year of listdd manufacturing firms. Therefore, the study

recommends that company management(e@e that a stricter policy regarding corporate social

responsibility practices is imposed @ly implemented in the organisation.

In a study titled the effec OMO incentives and Corporate Social Responsibility regards the
banking sector as th@bone of the economy for economic growth globally. Recent economic
uncertainty re@gkxamining the banking sector's financial performance and improving
according%% study thereby, aims to scrutinize the influence of chief executive officers (CEO)
inc corporate social responsibilities (CSR) such as social and environmental
responsibilities, liquidity, and capital structure on the banking financial performance of hundred
commercial banks in ASEAN countries between 2016 and 202077. The findings revealed that the

CEO incentives, social and environmental responsibilities, liquidity and capital structure are

positively and significantly associated with banking financial performance in ASEAN countries.



The regulators get help from the current study in formulating the regulation related to the

banking sector performance by focusing on the CEO incentives and CSR responsibilities.

Similarly, a study on corporate social responsibility on financial performance of banks in Nigeria
was conducted using earning per share, gross earning and profit after tax as measures of financial
performance of banks in Nigeria’®. The results showed that whereas the relation@een
corporate social responsibility and earning per share was positive but insi @e it showed
strong, positive and significant relationships with gross earning and proﬁt% tax respectively.
Equally, corporate social responsibility expenditure was found t@e 1I?signiﬁcant effect on
earnings per share, it has significant effect on gross earnin fit after tax of the banks in
Nigeria. The study recommends among others that cc@;{e organizations should endeavor to

give more to the society in CSR and leverage it t{?}mance the financial performance of their

businesses in the country @

Also, a quantitative research exami\'@he relationship between corporate social responsibility
and corporate financial perfo rr@!peciﬁcally the net profit after tax and the organizations
revenue of Friesland Cam&a-Wamco and Unilever Nigeria PLC”. The study findings showed
that CSR has a siﬁrelationship with net profit after tax (NPAT). Furthermore, there is a
positive and ificant relationship between corporate social responsibility and revenue. Based
on the ﬁ@s, the study recommended that the fast-moving consumer goods firms from the
ma@c uring sector in Nigeria increase their investments in corporate social responsibility, as
this will enhance their turnover in net profit before tax. In addition, manufacturing companies
should ensure that CSR is encouraged to improve the companies' corporate image and reputation,

which can invariably boost revenue and earnings for the firm.



A study explores the extent to which employee turnover, a proxy variable to employee loyalty,
helps mediate the relationship between Taiwanese firms’ corporate social responsibility (CSR)
performance and financial outcome®®. The results show that a firm’s CSR performance is
negatively correlated with employee turnover and turnover variability, and moreover, employee
turnover is negatively correlated with a firm’s financial performance. For the sam&?ﬁrms,
although the contribution of social responsibility appears to have insignificantly.ds enefit on
financial performance, the study documents the extent to which CSR cond uence on long-

term financial outcomes may be moderated and mediated by employ: haisiasm.

&

A study based on corporate social responsibility and ﬁnan@i rmance of consumer goods
companies in Nigeria was examined®'. The main obje§<\ f’the study is to explore the impact
of corporate social responsibility on profit after tax\eirnings per share and net asset per share of
listed consumer goods companies in Nigej&% results revealed a positive but insignificant
effect of corporate social responsibili &p)roﬁt after tax, earnings per share and net asset per

share. According to the ﬁndin% e study, corporate social responsibility requires more

attention and commitment from“sOrporations because it ensures benefits other than profits which

in the end boost ﬁnal@gerformance.

A study titl@g effects of corporate social responsibility on performance of 150 Nigerian
quoted fi as studied. The study was examined precisely to evaluate the effect of corporate
so@esponsibility on firm profitability, return on equality, and to assess the effect of corporate
social responsibility on market success in Nigeria. The results revealed that corporate social
responsibility (CSR) exerts a positive and statistically significant effect on firm profitability (PF),
return on equity (ROE) and market success (MS) in Nigeria®?. Based on the findings, we

concluded that corporate social responsibility (CSR) has a significant influence on firm



profitability (PF), return on equity (ROE) and market success (MS). Thus, the study recommends
among others that corporate firms in Nigeria should intensify efforts to increase their
commitment to social responsibility in order to create good image in the mind of their host

communities.

A study focused on assessing the interrelationship between firms’ attributes, co@gsocial
responsibility (CSR) disclosure and measures of financial performance of @gd Nigerian

\

firms®*. The study observed that measures of firm performance, firm %hfe capital structure
m

'\
was not the case for

exert significant influence on CSR disclosure respectively; but th€‘\sa
ownership structure and board attributes. The study also fou irm value, capital structure,
ownership structure and board attributes do not hfl@p icant influence on the financial
performance of firms. The study therefore recomm%that while eschewing from financing asset

acquisition through debts, reporting ent'{@xould be more involved in environmental

engagements; and costs associated %ﬁw’h engagements should be reported alongside their

respective mainstream financial @

Also, a study investigam&he impact of corporate social responsibility (CSR) on financial
performance in Ban \;%‘ 1 listed pharmaceuticals companies. CSR is found to have a strong
positive imp@ firm financial performance in Bangladeshi Pharmaceuticals companies. The
results a‘[%show moderation of earnings management on impact of CSR on financial
pe@glceg“. This study does not only serve as a reference work for subsequent investigations
into the impact of CSR on firm performance in Bangladeshi pharmaceuticals companies but also
serves as a guide to policy makers on the financial impact of CSR adoption. This study provides

important managerial implications. This study advances our understanding of the CSR-financial



performance relationship by exploring opportunistic motives of the bank managers in this nexus

in the developing economy context.

A study examined the impact of Corporate Social Responsibility Disclosure (CSRD) on the
Financial Performance of listed consumer goods companies in Nigeria for a ten year period®.
The result shows a negative and significant relationship between CSRD and RO& .is a
negative but an insignificant relationship between CSRD and ROE; Leverag @ﬁositive but
an insignificant relationship with CSR; Tobin’s Q has a positive and st@ally insignificant
relationship with CSRD while EPS has a positive and significant rﬁ\&n 1?) with CSRD. It was
found that the control variables (firm size and age) have a % and significant relationship
with CSRD. In view of the forgoing, the managers of N{tfg\%&n-listed consumer goods companies
should embrace CSR activities to promote a good\rejationship with host communities through
CSR and its related disclosure into their o %usiness strategies because, by doing so, they

add to the financial performance of t%gdpanies and eventually lead to the up-liftmen of their

business philosophy and operati®

Scholars argued that sino&% inception of civilization, social behaviors have become an integral
part of human life ivities of mankind. The moral, cultural, and social behavior can help
one compre the aspect of responsibility he has towards various things. The concept of
survival fﬁ\% fittest in the competitive business environment demands what is now refined and
po y known as social responsibility®. In other words the term corporate social responsibility
(CSR) is also defined as the corporate conscience, corporate citizenship, and social performance,
sustainable responsible business or only responsible business. The study aims to examine the

relationship between CSR and the financial performance of RIL Ltd between the periods of 2007



and 2012. The result of the study shows that there is a positive correlation between CSR index

and financial performance of RIL Ltd during the period of study but it is not significant.

A study supports the econometrics of panel data to analyse the influence of corporate social
responsibility (CSR) on the financial performance measured by several indicators. From a
sample of 20 firms listed on the stock exchange of Casablanca between 2007 an@ .The
study found a negative and significant impact of the CSR on financial perfor @5 e negative

influence is important in large companies, which means it is a mediatin fac%
'\

A study was conducted to find out the effect of independent corr%{&%ﬁer, audit committee, and
corporate social responsibility on financial performance at ompas 100 in Indonesia Stock
Exchange period 2016-2018%. The study proves%t independent commissioner, audit

committee, corporate social responsibility has %Mnce on financial performance.

In a study titled influence of corporat@ial responsibility on competitive performance of
multinational companies in Ni 65?». he study made use of both primary data and co
integration test was adopte e estimation techniques. The results showed a significant
positive relationship b&%éSR and company reputation which indicates that CSR influences
the company re u@nd environmental performance. Furthermore, the correlation coefficient
revealed a @g positive relationship between Corporate Social Responsibility (CSR) and
comp "ﬁmrformance such that an increase in CSR activities among the telecommunication
co&y would trigger competitive performance. It therefore recommended that organization
should increase its priority on actions that improve on community wellbeing; this has been
shown in the study as having the highest degree of positive association with market competitive

success. Also management should improve its record of environment activities by carrying out



workplace safety initiatives, enhance the health of community dwellers, liberal education and

grants and aids.

A study analysed the effect of corporate social responsibility on the financial performance of
organizations in Nigeria with emphasis on the construction companies. The population
constitutes four construction companies who are the leaders in the business®. A ce %c;ach
was adopted. Data used were for the years 2014 to 2018 for the companies as @d from the
dossiers of these companies. The study used Multiple Regression Mode%l e techniques of
analysis. The findings of the study concluded that corporatﬂ'\%i responsibility has a
significant effect on the profitability of corporate organi especially, the construction
companies in Nigeria. The study recommends arnoq&b&c things that organizations should
render more of social responsibility as this co%enhance their profitability. Government
agencies should enact clearly defined law X to go about social responsibility issues of

corporate organizations and such law e fully implemented.

A study was conducted on (&)}Yz social responsibility accounting of 16 banks and 40
insurance companies in&ﬁge;ia”. The research design adopted for the study is expo factor
research design. Qs arch design adopted for the study is expo facto research design.
Independent le test was used to compare the social responsibility expenditure of insurance
companié%lh those of banks. It was established that there was significant difference in the
so@esponsibility expenditure of banks and insurance companies in Nigeria. The implication
of the finding could be linked to lack of legal prescriptions and ignorance of the benefits of
social accounting and reporting. The study recommends among other that management should be
proactive and that FRC should come up with clearly defined regulatory frame work on how to go

about social responsibility issues in Nigeria and should ensure its full implementations. The



study concluded that insurance companies have existence of corporate social responsibility
policy; varied nature of social responsibility activities which translated into the different ranges
of coverage of social report, approach to corporate social accounting, areas of social initiative,

furthermore none of the insurance companies stated their approaches to measurement of social

contribution. \Yy‘
%

Also, a study examined the effect of corporate social responsibility (CSR) pr o@n corporate
income tax payment by telecommunication companies in Nigeria®’. The p@tion for the study
comprises unlisted telecommunication companies operating in @a. ?’he samples for the
purpose of this study are firms chosen from the Nigerian mu ional telecommunication sector
not listed on the Nigeria Stock Exchange. Annual repo &s lected firms formed the source of
the secondary data collection for the period 2010 t(\817 A panel logistic regression model was
developed to evaluate the influence of the corporate tax payment. Analysis was
conducted with the aid of E-view. Th ound that CSR exerted significant influence on the
effective tax rate paid by the te ?I'Mumcatlon companies in Nigeria. The study recommends
that tax authority should OM probe all CSR expenses of telecommunication companies to

checkmate inclusion n-allowable expenses that would reduce tax revenue accruable to the

government. &QJ

Scholars‘%ed whether there is a link between employee engagement and corporate social
res@l ility. Corporate Social Responsibility (CSR) is being considered as a significant
component of a company's performance and activities, with the goal of increasing employee

engagement’’

. The aim of this study is to find out how employee engagement and corporate
social responsibility are linked. The research was carried out in Erbil, Kurdistan, at vehicle

dealerships. In total, 53 people took part in this study. According to the findings of this study,



higher levels of corporate social responsibility can lead to higher levels of employee engagement,
which supports the research hypothesis. The researchers recommended getting a larger sample

size for similar studies in the future due to the study's restriction of a limited sample size.

The study aimed to measure the extent of corporate social responsibility (CSR) and it’s
determinate by non-financial companies listed on Abu Dhabi Securities Exchang%sf‘;»s‘:udy
employs content analysis of the annual reports to measure the extent of CS @&‘ure in Abu
Dhabi Companies. In addition, the study adopts multiple regression a aly%o identify factors

5
. . . . oq e . “
influencing the extent of corporate social responsibility dlsclosure."\&

S
The findings revealed that the level of CSR disclosum%npanies listed on Abu Dhabi
Securities Exchange is low with an average of 34%, iﬁ\a%ting that such disclosure is still not of
a primary concern to these companies. The resu&a?g éuggest that the extent of CSR disclosure
is influenced by corporate size, industry itability. The study is limited by the subjectivity
of content analysis as well as it o@rs CSR disclosure for only one year. This study has
public policy implications fo@kision makers in the UAE as well as a number of other Arab
and Middle East countrigS™{his study adds to the limited CSR literature in Arab and Middle East
countries in gener%%he United Arab Emirates in particular. This study not only examines the

extent and %&winants of corporate social disclosure but also attempts to theorize such

disclo@

A study argued that CSR is kind of a "catch-all" word for an array of diverse notions. An
examination of CSR must thus establish its specific meaning, and in particular, the expected
influence of CSR on the cost of capital. Some CSR proponents claim that there is a commercial

justification for ethical corporate conduct, while others address it in terms of surrendering some



profit in the pursuit of the social good?>. Another study noted that CSR is a concept wherein
companies consider the interests of society by taking responsibility for the effect of their actions
on stakeholders as well as the environment. This commitment is considered to extend beyond the
formal requirement to comply with the law and sees firms voluntarily making extra efforts to

enhance the quality of life of workers and their families as well as the local com@y‘and

society at large?’. :%k

\

Similarly, after analysing numerous research claims, claimed that us@ interaction with
society, sometimes dubbed "corporate social responsibility" (CS &; one mechanism by
which a corporation expresses and develops its "corporate ¢ @nd social awareness®*. CSR
has been conceived as actions, choices, or policies E@ganizations" participate in to affect
good social change and environmental sustainabiliw- study is of the view that comprehension
of the notion of CSR is vital since it will faCiljtat€ a good assessment of which sorts of actions
may be recognised as CSR. In th t&kﬁogical and philosophical definitions, the phrase
"responsibility" implies "answe%&?b another or something)" (to another or something). From
Latin replies, meaning "&ra&nswerable for one’s actions"?. This idea is comprised of a
number of compon@jncluding a subject or carrier (the one responsible), an authority

(responsible to&gﬁé), an object (for what?), and a receiver (to whom?).

\)
In sin@ies, the idea of corporate social responsibility (CSR) is one of the most recent and
cutthngtedge ones to be recognised in society and corporations on a global scale®®. As a result,
given that society is progressing at a rapid pace with visible results in economic and social terms,
respectively in attitudes and consumption preferences, we are considering the reorientation to a
development direction that promotes the maintaining of resources at a quantitative and

qualitative guaranteed level. He concerns manifestation related to protecting the limited natural



space in which people are obliged to act and live together, which is a series of restraining

measures. These restraining measures include things like limiting population growth,

Corporate social responsibility (CSR) refers to the ethical conduct of a company toward the
constituencies or stakeholders it serves. In spite of this, the word "corporate social responsibility"
may refer to a broad range of different ideas and concepts, but there is no conse@ v.vhat
these terms mean. Some businesses refer to this concept as "corporate citize@&rhile others

'\

refer to it as "the ethical company," and yet others refer to it as "excelle{c orate governance"
es see CSR as little more

or "corporate responsibility." Due to these shortcomings, some busq
than simple corporate charity, while others view it as a ne ate strategy framework, and
still others completely disregard the concept. Chargg@e name of the idea to "corporate
responsibility” (CR) rather than "corporate SO% responsibility" alters the fundamental
characteristics of the subject matter that is@g discussed. Many professionals have begun to
use the word "social" in their work t g—ﬁusinesses to consider their social duties in addition
to their traditional "responsibili%% study stated that "Corporate Sustainability" is another
parallel idea to CSR th%}&i to a lot of beneficial work on quantifying the problem of

sustainability?’. This @idea originated from worries about the environment, but, in recent

years, it has béra)adened to include not only the social but also the economic sides of

business Q

In @er study the mere word "corporate social responsibility" is problematic due to the fact
that it uses the terms "social" or "societal" to describe the topics that are discussed. Originally,
the term referred to a "social" duty, which included the forward-thinking ideas of CSR,
especially those that pertained to the sphere of environmental protection®®. The idea of corporate

social responsibility means that businesses have responsibilities in the areas of morality, ethics,



and philanthropy, in addition to their responsibilities to earn a fair return for investors and to
comply with the law?°. This is in addition to the responsibilities that businesses already have. The
conventional concept of corporations was that their major obligation, if not their only
responsibility, lay with their owners, sometimes known as shareholders. However, in order to
comply with the requirements of CSR, firms must embrace a larger perspective of t& ties,
one that does not just involve investors. In subsequent accounts, a study that the
definition of CSR was as follows: "The social responsibility of business.% the economic,
legal, ethical, and discretionary expectations that society has of bismesSes at any particular
moment in time"*’. The operation of a corporation such th %economically viable, law-
compliant, morally oriented, and socially supportive is OQ&[,% four dimensions that comprise

Carroll's definition of corporate social responsibilif}%SR). The voluntarism and/or charity

component are included in the discretionary éﬁ@lon.

\

CSR should be segmented into &levels-economic, legal, ethical, and charitable
responsibilities?**, The term "Qn)?aﬁc responsibility" relates to an organization's capacity to
turn a profit, whereas thg&n\bggal responsibility" refers to the organization's adherence to all
applicable rules an@plations. In terms of the ethical standpoint, the operations of the
organisations si{oulé~go above and beyond the laws in order to accomplish what is right in ways
that are ﬁ@ust. Philanthropic duty is defined as the act of voluntarily donating to charitable
ca Qd providing service to the community. Corporate social responsibility refers to
instances in which a company goes above and beyond what is needed by law and takes
"activities that seem to serve some societal good, beyond the interests of the enterprise and that

which is required by law"*?. Even though this is only one way to look at corporate social

responsibility (CSR), limiting the debate to this definition lets academics do more than just



describe and name CSR activities. Instead, they can dig deeper into how CSR works inside

companies.

Corporate social responsibility (CSR) initiatives are focused on issues such as the environment,
education, culture and the arts, charitable contributions, and sponsorships. Production of
environmentally friendly products; environmental training; cooperation with un@ ] .and
technical high schools in the automotive sector; development of training pro \@gontribution
to educational institutions' technical infrastructure; and sponsorship of culture and art activities
are all examples of activities that can be considered in the for@”.A study found two
separate aspects of CSR, which they referred to as the ex d the implicit**°. The term
"Explicit CSR" refers to the practises of corporationf @plicitly take on and articulate their
responsibilities for particular public objectives. In %t-cases, it refers to the voluntary activities
and tactics implemented by businesses in a@rt o combine social good with economic benefit
and to find solutions to problems th gue}een as being within the purview of the company's
social responsibility. The fact th@ﬂcit CSR is done on a voluntary basis is the primary focus
of this discussion. The te :}opﬁicit corporate social responsibility” refers to the function that
firms play within th@;r formal and informal structures that serve the interests and concerns
of society. It i@%ge)a set of principles, conventions, and regulations that place responsibilities
on enterp% deal with stakeholder concerns and establish duties in the collective. In this

res e role that business groups play in the delineation and legitimization of these needs is

recognised and appreciated.

A research highlighted that voluntary and discretionary are two common terms that are always
related to CSR. Some businesses believe that customer demand for CSR is not a significant

factor since there is no required act or rule about CSR that has been adopted?®>. Some people even



believed that as long as they showed care for their workers' welfare (some things are regulated by
law, such as occupational health and safety), they had fulfilled their corporate social
responsibility. However, the majority of people have the impression that participating in CSR
causes money to be lost rather than gained. The fundamental question behind corporate social
responsibility is: why should businesses willingly spend their limited resources&k@ﬂcial
concerns that will ultimately drive up their costs? Even some people retain t@%ﬁat firms
engage in CSR activities for their own advantage rather than the interest of@hys arecholders. In
the end, they are interpreted to mean that a portion of the competitiv ntage objective will be
reduced. However, advocates of CSR hold a variety of e%tives. If corporate social
Sx

responsibility measures are carefully applied, a conﬁ as the potential to boost its

performance and perhaps gain a competitive edge.T}e\l‘dea that a company can improve its
bottom line while simultaneously improving ty 1s imown as the business case for corporate
social responsibility (CSR). This concep@{ams why a company's bottom line will improve if
it focuses on both its core operati$ d its social responsibilities. To be more precise about

why businesses engage in CS‘@%&H point to a number of reasons, including the following: to

attract new investors; a@o‘f a branding strategy; as a duty from the government; and the list
goes on. ( Q

In a stud% ored in 2007 on Indonesia, the author argued that value creation on the triple
bot e (profit, people, and planet) is highly crucial to the idea of corporate social
responsibility (CSR). Nonetheless, the process of enhancing the social and environmental
performance of corporations often involves larger cultural and societal changes to be
implemented®®. The idea of a Triple Bottom Line was mentioned a research (TBL). The idea

stipulates that a company's obligation should be directed more toward "stakeholders" than it



should be toward "shareholders"3®. In this context, the term "stakeholder" refers to any individual
or group that is affected, either directly or indirectly, by the activities of the company. The
owners, financiers, suppliers, consumers, workers, customers, employees' unions, trade
organisations, rivals, governments, and political parties are all examples of typical groupings of
stakeholders. Instead of trying to maximise profits for shareholders, the stakehok&k&eory
suggests that a company organisation should be utilised as a vehicle for harmoni interests
of many stakeholders. Later on, the TBL idea was referenced in a numk% other pieces of
research. For instance, to explain the scope of CSR and what is "social," the entire
philosophy that underpins it could be summed up in the "triple line" theory (TBL), which
states that "people, planet, and profit" are the three mos%%ﬁtant factors to consider?®. How a
company treats its workers, how the activity it engages in affects the environment, and how
much profit it earns are the three factors that 1d e' considered when evaluating a company,
regardless of where its operations are c@& out, either directly or indirectly. It is no longer
conceivable or acceptable for a COTI@O engage in social dumping, which involves sacrificing
workers' rights and the world“aro us in a sort of global race for maximum profit. This is the
source of all the contro@ﬁrrounding whether corporate social responsibility should be based

on voluntary mea@r non-negotiable rules of the law. Social dumping is no longer possible

or accept‘a@business to do.

Th ntional view of the purpose of a firm is to achieve the highest possible level of
profitability?>. However, in today's modern business world, old viewpoints are no longer
recognised. As a consequence, businesses have begun to embrace the notion of corporate social
responsibility (CSR), which is concerned with the economic, environmental, and social

performance of a company. Recent years have seen the development of a more comprehensive



idea of corporate social responsibility (CSR), in which the focus of the corporation is seen to be
shifting from more specific aspects of CSR to more general aspects of CSR. Stakeholders are
regarded as one of the most essential aspects of CSR, along with the effects that a company has
on society and the environment. A corporate social responsibility (CSR) concept known as the
Triple Bottom Line (TBL) takes into consideration the influence that the actions ofJ{%ﬁses
have on people as well as the impact those activities have on the environment % mponent
that relates to people is often referred to as human capital, whereas the con@wt that relates to
the earth is called natural capital. The TBL model is widely ackno et as a framework for
evaluating the performance of businesses. In order to ev Qs\performance, not only is
profitability considered, but also how well an organi%&)nanages its natural and human

resources as well as the money it brings in. Since the beginning of time, companies have counted

the environment (i.e., the planet) as one of t@lders.

Consumers are more conscious of th g&f firms remarked that today as a result of improved
education and the impact of th@?é”. It's possible that corporations and other commercial
groups can no longer get‘&lwth ignoring CSR. The role of companies in society is shifting
away from a singula@ﬁntration on the generation of profit to one that places equal emphasis
on responsible ehaviour toward various stakeholders. There are three different perspectives on
CSR: a) ,@va-wm" Vision (also known as "doing well by doing good") According to
pro, of corporate social responsibility (CSR), being a responsible member of the
community has the potential to boost a company's bottom line*. For a claim to be more than the
management consultants' promise of a "free lunch," it needs to be elaborated on, and it also needs
to be supported by evidence. This is due to the fact that companies presumably do not have an

interest in simultaneously reducing profits and harming society (damaging the environment,



hurting workers, or consumers). It is possible to interpret it in two different reasonable ways,
which correspond to the first and second views that are presented here. The first one has to do
with the fact that there are restrictions placed on the temporal horizons of governance and
management. The conclusion that may be drawn from this initial interpretation of CSR is that it
entails adopting a long-term view with the aim of optimising (inter-temporal) proﬁtab{ w1 his
indicates that socially responsible investors should present themselves as lo investors
who watch management and express their voice to address short- termlsm.@ company. In a
similar spirit, but with far more uncertain welfare repercussmns atﬁglc CSR" refers to
adopting a socially responsible posture in order to boost on p0s1t10n and, as a result,
raise one's long-term profits. This is done in the name of | %%CSR " For example, corporate
social responsibility (CSR) could be used to appease regulators and public opinion in order to

circumvent strict supervision in the future. c;afd also be used to try to raise competitors'

costs by encouraging environmental, lab@}r safety regulations that will particularly handicap

s

The firm as a channel f‘&l pression of citizen values, because of the topics covered in

competitors.

various stakeholders @;tors, consumers, and workers, respectively) are often ready to forego
monetary gai& , buying power, and salary, respectively) in order to facilitate the
achievem% social objectives. To put it another way, there is a certain level of expectation
am keholders that businesses will participate in charitable activities on their behalf. The

related CSR profit sacrifice is then given to stakeholders if they want it.

The finding that "sin stocks" (companies that deal in things like cigarettes, alcohol, or casinos)
generate better profits lends more credence to the idea that businesses participate in socially

responsible behaviour (SRB) on behalf of the people who have a stake in their success. Visibility



with regard to stakeholders' demands for SRB serves as an incentive for companies to participate
in such conduct. CSR does not bring up any particular issues related to corporate governance
since management satisfies customer needs while increasing revenue. Both the CRS and the

strategy of making as much money as possible over time work well together.

According to this understanding of CSR, the pro-social behaviour of corpor@ s not
motivated by the demands of stakeholders or their willingness to make ﬁnaqkl%r‘iﬁces for a

'\
philanthropy on their own initiative. Institutions (concert halls @ ouses, museums) and

@mny's upper management are

causes (such as political think tanks) that are supported by %‘

worthy cause; rather, it reflects management's or the board members&%ires to engage in
a

common recipients of philanthropic support from bus}@ ne example of this is the practise
of giving money to charities whose boards are seqsd by the company's executives or board
members. Consequently, the potential for prefit”is often not utilised. This particular kind of
philanthropy has come under fire frq@gpae on the political far right as well as people on the
political far left. In a well-know@e, the belief is that firms should not engage in charitable
activities using the funds‘iow parties. Instead, managers and directors need to make use of
their own resources @ﬂeve this objective®®. A member of the opposing political party has
argued that th gs()) way to ensure that private money will go to the "right" causes and that
firms sho@ substitute for the state (presumably because elections provide the legitimacy to
de t is "right"). He also believes that there is no way to ensure that private money will go
to the "right" causes. In actuality, the state decides which organisations are qualified to receive
tax-deductible donations, which in turn limits the range of prospective beneficiaries of corporate

philanthropy. Therefore, even if it only has a very limited influence on the allocation, it does at

least maintain its authority over the receivers' identities. It's also possible that this will make



management less responsible because it will create a lot of goals and performance standards.

Having too many missions is the same as having none at all, so this is the worst-case scenario.

Corporate social responsibility (CSR) is concerned with treating the stakeholders of the company
in an ethical or responsible way?’. Treating stakeholders in a way that is judged acceptable in
civilised civilizations is what is meant when we talk about acting "ethically" or '@' ib.ly.”
Responsibility extends to the economic sphere as well. Stakeholders may b oth within

'\

and outside of a company. A stakeholder in this debate is the natural nv@nent. People who
%the corporation should

are employed by the company as well as people who are not empl@
strive to improve their quality of life while maintaining th ility of the business as the
overarching goal of social responsibility. A Scholar Ro@view, corporate social responsibility
(CSR) is becoming an increasingly important pa{t)of core business strategy in the global
economy*’. In the past few years, it has om& even more important, mostly because of a

number of financial scandals, investc@gsés, and damage to the reputations of publicly traded
companies. @

Corporate executives, ‘ment officials, and academics are concentrating a significant
amount of emphaﬁ)%t e notion of "CSR," especially with regard to the conservation of the
environmen@ has been claimed to be an essential part of the social compact that exists
betweﬁlbﬁlesses and the societies in which they operate**. However, both competition and
mar% require efficiency, and to the degree that CSR puts expenses on a company, that
company's competitive position may weaken in comparison to the firms that it competes with.
This would seem to show that there is a negative relationship between robust product market
competition and meaningful business participation in CSR initiatives. Scholars came to the

conclusion that today's commercial companies are becoming more aware of the importance of



their commitment to CSR*. However, the vast majority have been content with engaging in
charitable activities of some kind for the benefit of their stakeholders. For the purpose of
realising the synergistic advantages, it is necessary to cultivate a robust corporate culture that
places an emphasis on the values and skills associated with CSR. When it comes to cultivating a
culture that emphasises corporate social responsibility (CSR) principles and skills, thex%fs of
a firm play a pivotal role. Earlier research on corporate social responsibility ha @ﬁated on
analysing the ways in which CSR activities affect the relationships betwee@messes and their
consumers, investors, and workers®. Recently, there has been a ndous increase in the
impact that companies have, and a wide variety of other stak %Xs have been engaged. As a
result, the capacity of companies to effectively manqa%jr stakeholder relationships has
assumed a more central position in determining the overall success of such organisations.

Corporate social responsibility is one of th(ei%[ effective strategies for managing the many

groups that make up the stakeholder ecos@s\. CSR).

A scholar argued that the prim%%ﬁment in CSR is tied to the voluntary nature of the work
that it does by pointing tg&fe&v\s%udies to back up their claim®. It is especially related to ethical
and philanthropic r ibilities, but CSR could also be applied to economic and legal
responsibilitie&%se corporations could choose to fail to meet their main responsibilities to
the majm@nolders of companies, including shareholders and employees. Although it is
espeei related to ethical and philanthropic responsibilities, it could also be applied to
economic and legal responsibilities. CSR activities have been postulated to include incorporating
social characteristics or features into products and manufacturing processes (e.g., aerosol
products with no fluorocarbons or using environmentally-friendly technologies), adopting

progressive human resource management practises (e.g., promoting employee empowerment),



achieving higher levels of environmental performance through recycling and pollution abatement
(e.g., adopting more environmentally friendly technologies), and adopting more environmentally
friendly technologies*®. Researchers are going beyond just defining and categorising activities

that fall under the umbrella of corporate social responsibility (CSR) in order to investigate the

strategic function that CSR plays in firms. \Yy‘

%
CSR encompasses a wide range of activities with the goal of reaching a bro @f expertise,
including environmental concerns, the elimination of poverty, employien cation and labour
practises, environmental protection, education, and human develo@, ar?longst other areas of
concern*’. CSR is about making concessions to society at t se of financial gain. In order
for there to be a sacrifice, the company must Voluntaj@%a?mve and beyond its statutory and
contractual obligations*®. Therefore, corporate soci@sponsibility encompasses a broad variety
of behaviours, including those that are epiployee-friendly, investor-friendly, environmentally
friendly, cognizant of ethics, and res &e)f the communities in which a company's operations
are situated. There are instance%?n’the call to duty transcends beyond the immediate area of
the company and involvg&q:p rting the arts, colleges, and many other good causes. Another
scholar stated that i r to define the context in which CSR operates and manifests, it is

necessary to rp%ga)that the reference area of CSR overlaps with the business environment

almost en
op d manifests. So, corporate social responsibility is about how the business world plans
and moves forward with the process of aligning an organization's values and behaviours with the

needs and expectations of its social partners. It is also related to this process.

The fundamentally similar economic, social, and environmental foci of these three categories of

businesses (economic, social, and environmental) align with the sustainable and lasting



development objectives. In a study about Romania that corporate social responsibility is a new
and modern concept that has been encountered in the Romanian economy and has been adopted
with a great deal of interest by national companies that operate in the national market*. The need
to put certain models into practise in order to take corporate social responsibility is a direct result
of the requirements that must be met in order to resolve the economic, social, and env{?s@ntal
issues. We believe that it is normal and ethical for social responsibility to ha % part of
economic development projects. This is because, in the event that the dev@ent of economic
activities determines some unique social consequences and produs@egative impact on the
environment, we believe that it is normal and ethical. A sch %Xde the suggestion that the
content of the concept of corporate social responsibility,,&%ﬁctional models in the Romanian
economy compared with international models, and The}‘entiﬁcation of the consequences that
initiatives such as these can determine in soc ms be presented in order to make a significant
contribution to improving the quality of @ ife while simultaneously ensuring the prosperity

@Y*

Based on the findings of Qner s studies, scholars asserted that corporate social responsibility

of society.

(CSR) has been con@ised as activities, decisions, or policies that "organisations" engage in
to effect posit'gQ #al change and environmental sustainability>®. As a result, the literature on

micro-or onal behaviour has only given this topic a passing glance.

Ac@ing to previous research in the field of business administration has focused on the effects
of CSR on relationships among individual stakeholders, and that early studies examining the

effects of CSR addressed?2.



According to the World Bank, corporate social responsibility (CSR) is the commitment of
businesses to contribute to sustainable economic development by working with employees, their
families, the local community, and society in general to improve quality of life in ways that are
both beneficial for businesses and beneficial for development. The function of the public sector
in corporate social responsibility is a complicated and developing topic>?. Because theﬁwt of
"corporate social responsibility" is still relatively new in many public sector orgahi ns, many
of their actions have not been carried out expressly as CSR efforts; ye@y might still be
considered to be a part of the agenda. Therefore, there is a plethora ertise that is valuable
among public sector entities, but this experience is now % ignored.Corporate social
responsibility (CSR) is a development that is globally&&dlsed on how businesses should
manage their business processes to generate an overall good influence not just on society but also
on the environment>. The so-called "People, et, Pfoﬁt" idea is the guiding principle behind
corporate social responsibility (CSR), whichystands for concern for social and environmental
concerns from the standpoint of a @corporation. CSR sees environmental and social trends

as opportunities for growth an‘&és fng a competitive edge’.

Employees, particul@ghly skilled employees, are showing a growing desire to work for a
company that g%lgeay cares about their health and has a positive reputation in the community
where it . The key to growth is to bring in the best possible employees and to keep them
hi %tivated. One of the reasons why sustainability is increasingly being incorporated into
business is because of this. Companies in the textile industry that figure out how to propel the
market in that direction while also figuring out how to surf that wave will see quicker growth
with less risk. The conditions under which consumer goods are produced in developing and

newly industrialised countries are becoming an increasingly prominent topic of discussion in



western countries, where contemporary human rights debates are taking place. Because of this,
raising the social standards of the countries that produce the goods that are sold in the
industrialised nations' stores has become a very important topic on the agendas of a great number

of businesses. This is also the case in terms of environmental considerations, in particular with

regard to the cotton producing and processing industry>3. \Yy‘

Corporate social responsibility refers to instances in which a company goes\%%lnd beyond

'\

what is needed by law and takes "activities that seem to serve some %cie good, beyond the
is is only one possible

interests of the enterprise and that which is required by law">4. Alt%\&b
interpretation of corporate social responsibility (CSR), li @e debate to this definition
enables academics to go beyond just describing and P,@ SR activities and instead conduct
in-depth investigations into the function of CSR @de firms. Corporate social responsibility
(CSR) initiatives are focused on issues rela o the environment, education, culture and the arts,
charitable contributions, and sponso gw Production of environmentally friendly products;
environmental training; coope%&”with universities and technical high schools in the
automotive sector; deve%%)of training programs; contribution to educational institutions'

technical infrastructu@d sponsorship of culture and art activities are all examples of activities

that can be co%gd) in the foreground.
24 onceptual Framework

A cogcept is an abstract or general idea inferred or derived from specific instances’®. The
independent variable of the study is corporate social responsibility and the dependent variable is
the financial performance of listed fast-moving consumer goods firms in Nigeria, hence the

independent variable will be measured by Community Empowerment Expenditure (CEE),



Societal and Environmental Expenditure (SEE), Health and Safety Expenditure (HSE),
Education Support Expenditure (ESE) while the dependent variable is measured with Return on

Asset (ROA) and level of productivity.

Corporate Social | ____ Independent Variable
Responsibility )
N
Community Health and Safety Societal and \\' - Education
Empowerment Expenditure Environmental Support
Expenditure (CEE) (HSE) Expenditure (SEE) Expenditure (ESE)
~
Return on Asset (ROA)
Q/
N\
\A Financial Performance | = _______. Dependent Variables

Figure 2.1: Conceptua@l'for Corporate Social Responsibility and Financial Performance

Source: Resea&eg&émputation, 2022

2.5 @ary and Gaps in Literature Reviewed

The c;ncept of corporate social responsibility reporting is considered important to the traditional
concern of business organizations strategies for profit maximization, diversification, product
differentiation as well as globally assessing a firm’s effect on its host environment. Corporate

social responsibility is the ability of a company to be socially responsible to the growth and



development of its social and economic environment. It deals with the part where business as a
member of a society plays an active role in the development of the society. Four theories of
relevance were discussed to provide a theoretical base for the comprehension of the dynamics of
the concept on the performance of business organizations which are agency theory, neoclassical
?».

N

The agency theory illuminates the nature of the relationship that exists be@!ﬁareholders
%&1 business is only

(principal) and business executives (agent), the neo-classicals emphasized t
o
ir

nment, the stakeholder

theory, stakeholder theory and legitimacy theory.

responsible to its shareholders and should neglect the needs of it
theory however posits that a business should consider the ef] its operations on other parties
who directly or indirectly have an interest in the bu%ﬂ\% operations. Finally, the legitimacy

theory upon which this study is based presumes th{tﬁ business that ignores its responsibility to

the community potentially invite the wrath @h st communities.

O

The effect of Corporate Social sibility on Performance is a concept that has been
researched upon by various a@some of which concluded that a positive relationship exists

between the two as rep it a study which documenteda positive and significant relationship

between CSR an@’ s profitability. Also, it was concluded that CSR is significantly and

positively in@%ﬂ on financial performance.

The ry considerations for the metrics used for this study are objectivity and measurability.
The metric must be objective in order to prevent subjectivity, which has come under heavy
criticism in the past and may be influenced by attitudes about the firm that are unrelated to the

CSR efforts and may provide false results. A ranking or report based on data that is available to



the public and made by a third party is a good proxy for CSR involvement because it is open and

is thought to be more objective than other proxies.

The results of earlier research are uncertain despite the increased interest in CSR, particularly in
the area of its association with financial performance. This suggests that there are many
unanswered questions in this field, and this hole inspires the research. Additio@;her
researchers concentrated more on profitability than organisational success, wl@es a gap in

the literature. There isn't much research on African economies beca&@ajoriw of earlier

'\
studies were carried out in other nations. "\&
0

The reasons that offer logical justification for CSR act‘:&vm a predominantly corporate
economic and financial standpoint are referred to as the\\basiness case for CSR. Arguments from
the business case suggest that the market wﬂ%ﬁd companies for their CSR efforts both
financially and economically. CSR act@re justified from a limited perspective of the
business case when they provide di @d obvious linkages to corporate financial performance.
The business case is typically&ie) narrowly, with an emphasis on immediate cost reductions.
In contrast, when CS rammes result in both direct and indirect linkages to company
performance, the l@)%erspective of the business case validates them. The wide vision has the
advantage (@&be restricted view in that it enables the company to capitalise on CSR
possibaities, In addition to earning advantages from cost and risk reduction and legitimacy and
rep@on benefits, which are gained through the narrow perspective of the business case for
CSR, the firm may improve its competitive edge and forge win-win partnerships with its

stakeholders by taking a broad view.



Because it recognises the intricate and interconnected nature of the link between CSR and
corporate financial success, the broad approach improves the business case for CSR's
acceptability. When this complexity is acknowledged, it becomes easier to comprehend how
CSR activities affect company financial performance while taking into consideration the
influence of mediating factors and situational circumstances. The discrepancii?w‘ the
responsibility-performance studies' findings may therefore be explicable. The a s of CSR
are not uniform, and successful CSR programmes are not standardisea@;e foundation of
effective CSR is the creation of a proper CSR strategy, where CSR aCtiyities are those aimed at
enhancing stakeholder relations while also enhancing societal . The best CSR strategy is

one that focuses on problems where social and economic @«es intersect.

BN

However, some studies disagreed and concluded%a negative relationship existing between
financial performance of firms and CSR in erit and showing that CSR has short term inverse
effect on net profit. The disparity be gJarious authors as to the nature of relationship that

exists between these concepts c@ gap which this study has filled.

3

Also, there seems to few literatures on the consumer goods sector of a developing
country such as l@ Furthermore, few literatures consider the cost implication of CSR
activities on@ ’s performance while the ones that even considered it failed to disclose the
compongnts, of CSR cost that was used for measurement. Therefore, the study intends to fill
these,gaps and add to the body of literature on the cost implication of CSR on firm’s finances as

related to the Fast-Moving Consumer Goods Firms of the Nigerian Stock Exchange.
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Chapter Three
Methodology

In this chapter the methodological approaches that was used to answer the research questions and
achieve the objectives of the study was discussed. As previously stated, the primar@;e of
this research is to examine the practice of Corporate Social Responsib@h financial
performanceof Selected Fast Moving Consumer Goods Firms in Nige%l is against this

background that the various methodologies adopted for this study g@re%n?ed below.

S

This chapter covers the research methods and strategies, re esign, the population of study,
sampling techniques and procedure, sample frame, ‘s%rces of data and procedure for data
collection, research instruments and design, realitieef research instrument, validity of research
instrument and ethical consideration. Q/:\&

Q
X

The study adopted the ex‘%bc)to research design because previous facts on social expenditure

3.1  Research Design

of firms were stu '@elaﬁon to financial performance!. However, this method compares

groupings of alfeady-existing qualities based on a dependent variable.
3.2 @tion of the Study

For the purpose of this study, the population will comprise of all the consumer goods firms listed
on the Nigerian Stock Exchange (NSE) as at 31st December 2020. However, there are twenty-
one (21) consumer goods firms listed on the Nigerian Stock Exchange (NSE) and they are all

relevant to the study.



33 Sample Size and Sampling Technique

The study made use of a sample of nine (9) listed Fast-Moving Consumer Goods Firms for the
period of 10 years (2011 — 2020) based on purposive sampling technique thus giving 99
observations. Purposive sampling was necessary due to insufficient CSR discl@by some

consumer goods firms on the NSE. The sampling procedure was done b% the following

conditions. ({{ N
Disclosure Requirement: The firm must succinctly display @ts of CSR expenditure on it

financial report within the period in consideration. Q
NN

3.4  Measurement of Variables ‘{\) '

The study used: Dependent variable (RO@G independent variable (CEE; SEE; HSE; ESE).

Table 3:1 Measurement of Va@:

AN
Y
S/N | Variable Q‘{ ) Variable Type Measurement
NS
1 Return on AGsetQ) oductivity | Dependent (Y) Profit Before Interest and Tax/ Total
f,& Assets
2 Co ity  Empowerment | Independent (X) | Log of expenditure amount on
<\ nditure community empowerment
3 %ealth and Safety Expenditure | Independent (X) | Log of expenditure amount on health
and safety
2 Societal and Environmental | Independent (X) | Log of expenditure amount on
Expenditure societal and environmental




2 Education
Expenditure

Support

Independent (X)

Log of expenditure amount on
education support

Source: Researcher’s Computation, 2022




3.5 Model Specification

The study will adopt a multiple linear regression model to ascertain the relationship between

CSR and firm’s financial performance.
The multiple linear regression model is given as follows: \?».

Y=f(X) @

ROA= f(CEE, SEE, HSE, ESE, LEV, F’AGE) .............c.cooooiiinl, 4{ ... ; .... 3.1
ROA =Return on Assets %%
CEE = Community Empowerment Expenditure of ﬁqﬂ@'ime ‘t’
SEE = Societal and Environmental Expendlt(@ﬁrm ‘1’ in time ‘t’

HSE = Health and Safety Expenditur‘%gn)) ‘I’ in time ‘t’

ESE = Education Support Ex@dre of firm ‘1’ in time ‘t’

LEV = Leverage of f@ i” in time “t”
F’AGE = A@‘@m\ “1” in time “t

Q
B0 = (@ tant term
Q‘O

B1, B2, B3, P4= Coefficients of explanatory variables
B5, p6 = Coefficients of control variables

pit = Random Error term



ROA = B0 + BICEEit + B2 SEEit+ B3HSEit + p4 ESEit + B5 LEVit + 6 F’AGEit +

3.6  Data Estimation Technique

The study adopted the fixed effect regression analysis due to the results of the Hausm, .<The
study also carried out series of post estimation test ranging from the Variance @fn Factor
(VIF) and the Normality test using the E-views statistical package to 4@* an empirical
platform for drawing generalization for the study. (6 N

Q
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Chapter Four
Results and Discussion of Findings

This chapter deals with the presentation, analysis, interpretation of data and discussion of
findings. The chapter, in essence, deals with the detailed econometric analysis of th, ot of
corporate social responsibility on the performance of Selected Fast Moving C@ﬂ Goods
Firms in Nigeria. Data on Community Empowerment Expenditure > Societal and
Environmental Expenditure (SEE), Health and Safety Expenditure (G%E}, Education Support
Expenditure (ESE) and the Return on Asset (ROA) for the pe 1 — 2020 were obtained

from the annual reports and accounts of the selected cons& ds firms.

NN

In this chapter, the empirical results based on the formulated regression models in the preceding

D
chapter were presented, while interpretatiogx% iscussion of each result is aligned with the

stated objectives. It also provides the leﬁgA\hn on which conclusion and recommendations are

based. @
4.1 Descriptive St@ .

This section of hera;ysis provides an overview on the data set while attempt is also made to

describe ‘t@n attributes of the data. The descriptive statistics of the data series in shown in

Tablé Q



Table 4.1: Summary Statistics of Variables under Study

VARIABLES ROA CEE SEE HSE ESE LEV  F'AGE
Mean 0.133742  19.45 751 83.72 9.72 3& 39.22222
&
Maximum 0.518637 236 5640 727 94. 2%\ 391012 68.00000
Minimum -0.300868  0.07 0.2 CD(\%O 0.163391  3.000000
QU
Std. Dev. 0.138252  0.852021 0900477~\&k§%)1 0.857114  0.371782  18.94490
s
Skewness -0.550202  0.330357 @ 03 -0.075535 0.004146 2.808497 -0.636625
C
Kurtosis 4.651407 2.3@ 3.253028  2.015462  2.263198 11.88140 2.101486
$
Jarque-Bera 16.2@'\3216795 10.61664  4.092570  2.239654  455.5230  10.01753
O
ProbabilityQ &)0297 0.172321 0.004950  0.129214  0.326336  0.000000  0.006679
S
99 99 99 99 99

O@lions 99 99

Source: Field Report, 2022



Table 4.1 shows the summary statistics of the variables under study. The table indicates that, on
average during the period of the study Return on Asset of selected quoted consumer goods firms
was approximately 13% with the maximum and minimum return for the period being 52% and
30% loss respectively which indicates that performance level during the period was fair. The
table also highlights the average, maximum and the minimum amounts of expendit tred

on community and empowerment activities (CEE) at 19,450,000, 230,000, @' N70,000

respectively. %\r
& "

The SEE which represents the expenditure on societal and em‘\&mental activities had an
average of N751,000,000 with a maximum and mini ue of N5,540,000,000 and
N200,000 respectively. Furthermore, the HSE whic@esents the expenditure amount on
health and safety activities was shown at an avegge- of N83,720,000 with a maximum and
minimum value N727,000,000 and NZO,@r pectively. Finally, the average of 49 ESE
representing expenditure amount o geétion support was shown at N9,720,000 with a

maximum value of N94,250,000@hinimum value of N30,000.

N

The table 4.1 also sho e ‘attributes of the data distribution for each of the variables. The
standard deviationQ)%, indicates the dispersion of the data series. The higher the values the
higher the d@%ﬂ of the series from its mean and the lower the value, the lower the deviations
from the mean. The variable with the higher degree of dispersion from the mean is the HSE with

a V@Of 1.2461, this further explains its degree of variation over the years under study.

Also, the table indicates the nature of the variables through their respective skewness and
kurtosis values. The ROA was shown to be negatively skewed and leptokurtic which means that

the distribution has a long-left tail and a peaked curve which invariably implies more higher



values than the mean of 13%. The CEE and ESE were shown to be positively skewed and
platylkurtic which indicates a flatted curve with a long right tail which implies more lower

values than the average amount of N19,450,000 and N9,720,000 respectively in the distribution.

Also, the SEE was shown to be negatively skewed and mesorkurtic which mirrors a normally
distributed series. Finally, the HSE was shown to be negatively skewed and pla@q;c thus

indicating more lower values than the average amount of N83,720,000 The @KO indicates

the Jarque-Bera values and probability of each of the variables. 4{ é

N
The Jarque-Bera ascertains the difference between the kurt % the skewness thereby
indicating the normality of data distribution. The table & that CEE, HSE and ESE are
normally distributed which is highlighted by their re&ive probability values which suggest
that we fail to reject the null hypothesis oﬂé&rr\n”a'f 'distribution at 5% level. However, the
opposite is the case for ROA and SEE d!ﬁ%}fir respective probability value being significant
at the 5% level which suggest @ normality distribution. Thus, it is evident that the

regression model will not be a@ﬁed using the Ordinary Least Square due to non-normality of

some of the Variabé g&uﬂy.
S

S
QQ



Table 4.2: Correlation Matrix

R value Probability ROA CEE SEE HSE ESE
ROA 1.0000 .
CEE 0.2653 1.0000 @Q
0.0079%** (6 "
SEE 0.4347 0.3764 Q%ﬂ
RN\
0.0000%*%  (0.0001%%*
‘k\) '
HSE 0.1086 @1846 0.2699 1.0000
0{%} 0.0673 0.0069%**
ESE Q)QQ 02516 0.2827 0.1400 0.4322 1.0000
6& 0.0120%* 0.0046 0.1668 0.0000%**

o N
14

**@ and * implies significance at 1%, 5% and 10% respectively.

Source: Field Report, 2022



The Table 4.2 shows the association between each of the variables under study. The table reveals
that all the surrogates of CSR are positively associated with performance measured by ROA.

Specifically, the relationships are as follows:

4.2 Presentation of Research Questions

N

Research Question One: In what way does community empowerment expen% ave any

effect on the return on assets of listed fast-moving consumer goods firms ir@g' ?

The analysis presented in Table 4.2 shows the nature of associat@ve%n ROA and CEE is
denoted by the R value of 0.2653 and a probability of O.OOA@indicates a significant and a
weak positive degree of association between the two V\a‘f\iAEe . This implies that an increase in

the expenditure on CEE by firms will result to an increase in ROA for the period while a

reduction of expenditure on CEE will result @crease in profitability measured by ROA.

Research Question Two: How can @tal and environmental expenditure have any significant

effect on the return on assets fx) fast-moving consumer goods firms in Nigeria?

As presented in Tableé%(ere is a significant and a weak positive relationship exist between
ROA and SEF}{% ;?16 period of study. This is indicated by the R value of 0.4347 and the

of 0.0000. This means that ROA and SEE move in the same direction but with

probability: \@
a wea %ee of response.

Research Question Three: In what way do health and safety expenditure have any significant

effect on return on assets of listed fast-moving consumer goods firms in Nigeria?



The analysis in Table 4.2 reveals the nature of the relationship between ROA and HSE is
denoted by the R value of 0.1086 and a probability of 0.2846. This indicates an insignificant and
a positively weak degree of association between the two variables. This implies that an increase
in the expenditure on HSE by firms will result in an increase in ROA with a lesser degree of
response and vice versa. \Yy‘
Research Question Four: How does education support expenditure have any sigfi t effect

on the return on assets of listed fast-moving consumer goods firms in Nige;@v

'\
The table 4.2 also shows that a positively weak and significant relz\if&xhlp exists between ROA
and ESE during the period of study. This is indicated value of 0.2516 and the

probability value of 0.0120. This means that ROA an@ move in the same direction with a

N

More importantly, none of the CSR surr %S[ave a coefficient of 0.7 or 0.8 thereby indicating

lesser degree of response.

the absence of multicollinearity am%r@e independent variables.
Regression Analysis ‘{\)
The main object the study is to examine the corporate social responsibility and
performance st-moving consumer goods firms in Nigeria. In order to achieve the main

objective‘%ated above, three stages of analyses were performed namely: diagnostic test, the

reg@on analysis and post estimation test.

Since the variables under study are all stationary at level as stated in the previous sections then
we move to estimate the random and fixed effect model and therefore deciding on the

appropriate model to adopt for the study using the Hausman (1978) test.


user
THE ANALYSIS CANNOT STAY. PLS TELL US WHAT DECIDE YOUR SELECTION OF EITHER FISXED EFFECT OR RANDOM EFFECT

user
WHERE IS YOUR HSUMAN TEST
THERE IS CROSS-SECTIONAL DEPENDENCE RATIO
NO HETEROSCKEDACITY TEST
NO HOMOSKEDACITY TEST 
 YOU NEED TO MORE POST ETIMATE TESTS LIKE  MODEL STABILITY TEST,  



Table 4.3: Random Effect Model:

Dependent Variable: ROA

Observations: 99

Variable Coefficients Std Error t-Stat @a

Constant 0.135866 0.137710 0. 9866@ 0.3264
CEE 0.003299 0.011548 &5640 0.7758
SEE 0.019574 Q& 1.448257 0.1509

HSE -0.016347 é 0.009197 -1.777494 0.0788

ESE Qf@ 0.010720 1.816716 0.0725

LEV Q —0 130915 0.021461 -6.100168 0.0000

S

F’AGE & -0.002788 0.001201 22320826  0.0225
R-@Qd 0317116

Adjusted R-squared 0.272581



F-statistic 7.120469

Prob(F-statistic) 0.000003

Durbin-Watson stat 1.067604 \?\

Estimated Relationship %

ROA = 0.1358C + 0.0033(CEE) + 0.0196(SEE) - 0.0163(HSE) + @E@E) - 0.1309(LEV) -

0.0028(F’AGE) CD
K

Source: Field Report, 2022 _



Table 4.4: Fixed Effect Model

Dependent Variable: ROA

Observations: 99

Variable Coefficients Std error t-Stats %\&%ﬁ
L

N\’
Constant 0.572440 0.098728 5. 0.0000
CEE -0.002658 0.011320 %(\& -0.234768 08150

SEE 0.015347 O@ 1.809439 0.0740
HSE -0.012915§ 0.008134 -1.587857 0.1161

ESE @9; 0.008127 2.107132 0.0381

LEV é .—0.181739 0.020554 -/8.842040 0.0000

S

F°’AGE & -0.011371 0.001815 -6.266771 0.0000

R@Qed 0.827964

Adjusted R-squared 0.799291



F-statistic 28.87642

Prob(F-statistic) 0.000000

Durbin-Watson stat 1.558889 \?\

Estimated relationship %

ROA = 0.5724C - 0.0027(CEE) + 0.0153(SEE) - 0.0129(HSE) + @E@E) - 0.1817(LEV) -

0.0114 (F’AGE) CD
K

Source: Field Report, 2022



The Table 4.3 and 4.4 shows the regression results of the study using the random effect model
and fixed effect model respectively. However, the Table 4.5 shows the result of the Hausman!
test which suggest the appropriate model for the study. The probability value of 0.0002 indicates
the rejection of the null hypothesis. Thus, in line with the submissions of Hausman,’Gujarati and
Porter® and Wooldridge* the specification test favors the use of the fixed effect model i w4.5
shows that Community Empowerment Expenditure (CEE) measured by the E) has a

negative and insignificant effect on ROA of Selected Fast Moving Cons@ oods Firms in
Nigeria. (6 *

The probability value of 0.8150 (p>0.05) which is greate e 5% level of significance
adopted for the study indicates that, CEE has an insigu@ effect on ROA for the period under
study. The coefficient of —0.002658 indicates the d&sction and level of contribution of CEE to

ROA. On average, a 1% increase in expen@ wards community development will result to

0.27% decrease in profitability annu%

Also, the probability value of. %E»and Environmental Expenditure at 0.0740 (p>0.05) and its
beta coefficient at 0.01 indicates that there is a positive and insignificant effect of SEE on
financial perform@Q firms. The size of the coefficient indicates that a 1% increase in
expenditure @/ s social and environmental activities will result to 1.6% decrease in
proﬁta%t and performance. The result also shows that Societal and Environmental
Ex@iture measured by the log (SEE) has a negative and insignificant effect on ROA. The
coefficients and probability value of —0.012915 and 0.1161 (p>0.05) respectively, showed that
and increase in amount spent on health and safety of employees will culminate into a 1.3%

decrease in profitability and by extension financial performance of firms for the period.



However, the fixed effect regression revealed that Education Support Expenditure measured by
the log (ESE) have a positive and significant effect on ROA. The probability value of 0.0381
(p<0.05) indicates significance at 95% confidence level. Also, the coefficient value of 0.017125
indicates that 1% increase in funds towards education activities will increase the profitability of

firms by 1.7% annually. Also, the constant term B0 of 0.5722 indicates that holding t@h’e of

the variables in the regression constant, the value of Return on Asset will be 7% of the
total value for the period. %\,
'\

Furthermore, the coefficient of determination (R-squared) of the figed eftect model showed that
approximately 83% of variations in ROA can be attributed t 1ables in the model while the
remaining 17% are attributed to other factors not ing@in the model. This shows a strong
explanatory power of the model which is further emgbasized by the probability of the f-statistics
at 0.0000 which shows that the regression . A‘%Statistically significant at 5% level adopted for

the study. Also, the Durbin- Watson Qgef 1.558 indicates the absence of serial correlation in

the model. \%y*

Therefore, the model i ‘ﬂkguate. Hence, while Societal and Environmental Expenditure (SEE)
and Education Su@xpendimre (ESE) have positive effect on Return on Asset of consumer
goods ﬁrms@geria, Community Empowerment Expenditure (CEE) and Education Support
Expenditure (ESE) have negative effect on the Return on Asset ofSelected Fast Moving

CO@IGI’ Goods Firms in Nigeria.



Table 4.5: Variance Inflation Factors

Observations: 99

Variables Centered VIF

CEE 1.228862 ®
SEE 1.469701 %‘

HSE 1.608339 %CO

ESE 1.194912

LEV 1.108490 Q}
F’AGE 1.626768 \%}
Source: Field Rep(e-)@

The result o@%\/IF estimates in Table 4.7 indicates the absence of multicollinearity in the
model@ e of the variables have a centered VIF of 5 or 10 which is consistent with the

sub ions of previous studies>®.



4.4. Hypotheses

4.4.1 Hypothesis One: Community Empowerment Expenditure has no effect on return on assets

of Selected Fast Moving Consumer Goods Firms in Nigeria

Decision: The null hypothesis failed to be rejected due to the probability value (0.815& igh is

greater than the 5% level adopted for the study. @'
Discussion: The size of the coefficient at (B1 = -0.002658) implies that @ other values in
the model constant an increase in CEE by 1% will result to a decren@l BA by 0.27% thereby

indicating that firms’ investment on Community Empowe t -activities are mildly counter-

productive. Q
AN\

This implies that financial motive is not the w}ﬁ)fce for community involvement of firms
but the moral obligation to the society i %they operate. The finding is consistent with the
findings of previous completed stud@ﬁch revealed that corporate giving has a negative and
insignificant impact on Retun@hts (ROA). Also, a similar study revealed that economic

performance disclosure db&not significantly affect return on assets of selected quoted firms in
Nigeria®. Q)Q

However, ntradicts the findings made by studies which argued that community support
impro@c mpanies’ profitability and performance®!?. Also, similar studies revealed a positive
eff&f community responsibility cost on performance of oil and gas industry mainly because it
can improve coordination with the local community in the exploitation process!'. Another study

revealed that community involvement has significant positive effect on EPS'2. Finally, a research

found a significant but positive impact of corporate giving on profitability of firms!?.



The negative relationship between CEE and ROA seems to validate the sentiments of the neo-
classical theory that CSR is costly since being socially responsible incurs additional expenses
which will deteriorate profitability and lead to competitive disadvantage. There is no point in a

firm behaving responsibly if, in so doing, it puts itself out of business or generates less profit.

However, a study opined that firms engage in CSR activities for several reasons@ange
from pure philanthropy (actions taken for a better payback) to conform to in% al pressures

from the external environment and explicit return benefits such as ﬁfﬁia ains and strategic

N
reputation!4, &
S

Pragmatically, there is no point in adopting CSR if no %s about it. As it improves a
firm’s reputation it becomes more responsible and\}stainable than its competitors thus,
improving the effectiveness in managing COWM&OHS and marketing to reinforce existing
customers and as such increasing marke@e and profitability. Therefore, it is imperative for
consumer goods firms to increa% level of awareness of the people as regards their

empowerment programs and¢impagect on the community so as to reap the benefits of their

continuing involvemen@@ tommunity.

4.4.2 Hypothesi g&d: Societal and Environmental Expenditure has no significant effect on the

return on % f Selected Fast Moving Consumer Goods Firms in Nigeria.

De@n: The study failed to rejected the null hypothesis due to the probability of SEE at 0.0740

which is greater than the 5% level adopted for the study.



Discussion: The beta coefficient of (B2 = 0.015347) for Societal and Environmental Expenditure
(SEE) as shown in the table 4.3.3 indicates that, up to 1.5% increase in Return on Asset (ROA)

of firms within the period of study is actually accounted for by a unit increase in SEE.

The findings corroborate the findings of the Kenyan scholarswho in their study concluded that
Societal cost has positive effect on firm’s performance'®. Also, from the Work@ious
research a positive and insignificant relationship was established. The reas r@& be that an

'\

enhanced public image would help gain more customers, bet@yees and other
benefits'®!7!18. Also, a study concluded that environmental cost@ ely and insignificantly

impacts on profit generation of corporate organizations in N@L;

However, the findings of the study contradict the ﬁndir&f some scholars who concluded that a
significant relationship exists between environ,%l\tﬁi) éost management and profitability of oil
sector firms in Nigeria?®. Also, in anot@ ya positive and a significant relationship was
revealed between corporate perfo@ and environmental related cost of consumer goods
firms which was established % ove the level of profitability of firms?!?2, Authors revealed
that cost of ensuring seltal, ahd environmental policies as well as firm competitiveness have
significant relatio@with the firm’s profitability. It was concluded that environmentally

friendly orﬁ ions enjoy high level of corporate competitiveness resulting in high

perfor@l .

A study revealed that there is a significant relationship between the cost of environmental
activities such as the provision of establishments, non-profit projects, support projects/charities
and the profitability of industrial companies?*. Finally,a significant and positive impact of social

events on profitability of firms was revealed in a study®°. A favourable corporate image is crucial



from the investor point of view, as investors are usually eager to buy stocks of organizations that
are socially and environmentally responsible. The findings would imply that companies that are
apathetic to their environmental costs or responsibility might experience eventual crashes on
their stock price and profitability if their investors are rational in considering the future value of
the firm based on its present state of environmental responsibility. Furthermore, i\%been
revealed that environmentally friendly organizations who voluntarily %%ge their

environmental activities enjoy high level of performance. Hence, the need@vns to be socially

involved in their immediate environment. (6 |

4.4.3 Hypothesis Three: Health and Safety Expenditure h rgnificant effect on return on

assets of Selected Fast Moving Consumer Goods Firm @geria.

Decision: The beta coefficient of Health an@}?ey Expenditure (B3 = -0.012915) and its

probability value of (0.1161) which is g@/}j{ an 5% significant level suggest that we fail to

reject the null hypothesis. \ Q

Discussion: Therefore, ‘[il%wconcludes that Health and Safety Expenditure (HSE) has no
significant effect on n Asset (ROA) of Selected Fast Moving Consumer Goods Firms in
Nigeria. This hgwl that investment in the health sector and employee safety are

counterpr e but not significantly that is, holding other variables in the model constant a

1 % se in HSE is associated with approximately 1.3% decrease in ROA. This is in line with

unit
the findings of previous research who in their study found that occupational health and safety

management cost in the fashion and textile industries have a negative impact on ROA suggesting

compliance to occupational health and safety might cause a strain on a firm’s financial position?®.



A research found that employees’ relation cost has no significant impact on ROA?’. Also, in a
similar study, researchers found that an employee relation (which includes employee safety) has
a positive yet insignificant impact on ROA?%. However, the findings of the study contradict the
result obtained in in another study which revealed that employee health and safety costs have a
positive and significant effect on ROTA?. The study concluded that investment onge yee

and safety related costs, will likely improve return on total assets of envir @ily cost-

conscious firms. %\,

The result of the study which revealed a negative and insigni@f;t of HSE on ROA
underscores the belief of firms that safety and health of thei yees and the society at large
is an investment and not a cost. Corporate social ref@i ility initiatives towards employee’s
wellbeing can contribute to the ease of hiring quali%taff, employee retention, commitment and
motivation all of which leads to increase pfiiQvation and productivity. Employees want to feel
proud of where they work. An invest gpl)oyee is less likely to look for a job elsewhere. Also,
more good people want to wor@)?mms who do not take their staff for granted. More hiring
choice ultimately means‘l&ér‘\%rkforce. Front line employees are also best placed to identify
inefficiencies and px@e improvements. Workplace injuries and death are one of the single

largest costs a(@s will face. Direct costs, indirect costs and the tangible loss of profit that

comes w@jury or death will quickly add up.

Fix@vho invest in safety and health of their workers can drastically reduce illness, injuries and
fatalities which leads to far fewer compensation cost. The idea that companies can save money
by cutting corners with safety is not true at all of which the consumer’s goods firms are

apparently aware of. Firms realize that an effective, well planned safety program and health



support will keep the employees and the society safe, happy and productive and in the long run

will improve companies’ revenues, profit margins and indeed their public image.

4.4.4 Hypothesis Four: Education Support Expenditure has no significant effect on level of the

\od

Decision: The study rejects the null hypothesis at the 5% level of significance. @'

return on assets of Selected Fast Moving Consumer Goods Firms in Nigeria.

Discussion: In the present society the public education faces many chal@of standardized
. . . . . ) .
testing, strained budgets, teacher retention and basic quality. Thesgldemands have given way to

new opportunities for businesses to support education in a sj%@@%mat benefits everyone.

The beta coefficient of the Education and Support Exp%miture (ESE) of quoted consumer goods
firms for the period under study at (B4 =0.017L§)7M its probability value of (0.0381) provides
the contextual evidence to reject the null &esis as it appears its significant at the 5% level.

on the financial performance of consumer goods firms.

Therefore, based on these findin conclude by saying there is a significant effect of
Education Support Expenditu @

This is in line with t&%ﬂmgs of previous research which concluded that a positive and
significant relatjo h1 exit between Community Performance (which includes education cost)
and financi rformance’®. However, the findings of the study contradict the findings of a
simila@d which revealed a negative and significant effect of Community Development Cost
(w&includes education support cost) on financial performance of oil firms in the Niger delta

region’!.

A studyfound that Social Performance disclosure (which includes education cost) have no effect

on financial performance (ROA) of selected quoted firms in Nigeria’2. “Knowledge is Power”,



this is a motto widely used during the last decades, based on the fact that creation of new
knowledge and implementation of innovative methods in production generate competitive
advantages thus becoming the main source of economic growth and development. In the highly
competitive environment of the global market, the role of education become more important

since it has been proven that personnel or potential employee with high level of edm@q,‘is a

determinant of the research and innovation process, thus facilitating i ents in
productivity, competitiveness and ultimately profitability of firms. %\,
'\

Based on the findings of this study education is the most entitle S&s cially rewarding effort
for any firm to be looked upon to release its social responsi upporting education at any
level will mean, reenergized education sector whicli @nsform our country, Nigeria into a
true knowledge power in order to realize a future\OB success and growth the consumer goods
firms in Nigeria apparently recognize the @rt nce and benefits of a high-quality education
system and thus invest quite well in th &Q)r. This can be attributed to the need to have access
to highly qualified employees %?ﬁvourable public image overall. Therefore, firms should
intensify their investmeng&%’gector which has been proven to be positively and significantly

related to their level ormance in the form of Return on Asset.

4.5 Disc@%;of Findings

The -ﬁx of the study was to examine the effect of Corporate Social Responsibility on
performance of selected Fast Moving Consumer Goods Firms in Nigeria. The empirical analysis
was done in two parts firstly the correlation analysis and secondly regression analysis. The
correlation analysis shows that each of the measures of CSR are positively related to ROA

however while some of the relationships are significant others were insignificant. The fixed



effect model in table 4.5 shows that 83% of variations in ROA can be explained by the variables
in the model. This indicates that 83% of changes in Return on Assets of Selected Fast Moving
Consumer Goods Firms in Nigeria during the period of study can be explained by Corporate
Social activities. The regression result also provides basis on which the hypotheses of the study

were either rejected or failed to be rejected. \Yy‘

Finally, the F-statistics value of 0.0000 Shows that the model is signiﬁc@ and thus
implies the goodness of fit of the model. The Durbin Watson of (1.55888)%\'5 that there is no
problem of first order autocorrelation in the data set. On the Othé;@d, tl?e Variance Inflation
Factors of each of the variables is less than 10 which confi bsence of multicollinearity.
The normality test also showed that the residual errors @ odel are normally distributed thus

indicating that, the results of the fixed effect modeQBe.best and unbiased in explaining the data

set. §
Q
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Chapter Five
Conclusion

This chapter deals with the summary of the study, descriptive and empirical findings as well as

conclusions and recommendations made, the study’s contribution to knowledge an@ions
for further research. \@)

@ "
>

The study examined the corporate social responsibility and fi % performance of listed fast-

5.1 Summary

moving consumer goods firms in Nigeria. Previous st@ this work have concentrated on
investigating the effect of CSR using level o@sures and overall cost on financial
performance without inculcating the different'zﬁs of expenditure and the stationary of variables
in examining their effect on financial &fy\h;ance. Other research done by scholars include
examining only community em o@ent cost; societal and environmental cost; health and
safety cost in providing empﬁs'ggﬂ evaluation technique for determining sensitivity of CSR on
financial performance% 1 .s. The different methodologies used by different authors, the
environments ((){Qggs under which the studies were carried out, the nature of data and sources
in differe, among others could account for these differences.

TM@ uniqueness of this work is its ability to examine the effect of CSR on financial
performance of listed fast-moving consumer goods firms in Nigeria. Community Empowerment
Expenditure (CEE), Societal and Environmental Expenditure (SEE), Health and Safety

Expenditure (HSE) and Education Support Expenditure (ESE) were used as surrogates of CSR

while Return on Asset (ROA) was used to measure financial performance of listed fast-moving



consumer goods firms in Nigeria. The study was structured into five chapters. Chapter one
looked into the background of the study identified the problems of the study, objectives were
defined, research questions and hypotheses to guide the investigation were formulated. The
chapter also highlighted the significance of the study, described its scope as well as identified

and operationalized the study variables. Also terms relevant to the study were deﬁne@@ed on

the contextual use in the work. :%,;

N

In summary the chapter serves as introduction to the study. The cha te& dealt with three
basic components of the study. These are the conceptual fram@( ?ﬁch emphasized the
historical and conceptual background of CSR; the theoret; ework emphasizing on the
Agency theory, the Neo classical theory of CSR, Stak ’s theory and the Legitimacy theory
the empirical review of literature for in-depth knowledge of the scope of the subject matter of the
study interest and pointed out existing gaps ;10w filled by the current research efforts. Chapter
three presented the methodologies fo &J\dy; essentially the chapter discussed the design and
population of the study. An app%%?sample size was determined and selected using purposive
sampling method. Type ‘id}&ces of data were also discussed, furthermore, the perceived
functional relationshj sociated models techniques for evaluating the model coefficients and

ethical consid iogv{rere described.

>

In cha@% the data were analyzed into two parts, descriptive analysis and empirical analysis.
Th@criptive analysis examined the minimum, maximum, mean and standard deviation. The
empirical analysis made attempt to establish the effect of CSR on consumer goods firms using
linear regression method. These values were substituted in the functional equations to obtain the

regression models that were evaluated for the validation of a priori expectations and

establishment of statistical significance of the effect of CSR on the financial performance of



consumer goods firms. This chapter gives the summary of the study as well as findings and other
implications. Conclusions were drawn and recommendations made. Finally, the chapter
highlights the limitations of the study, the study’s contribution to knowledge and suggestion for

further research.

The summary statistics of all the variables under study were described. Speciﬁca)%%ean
values of the CEE, SEE, HSE and the ESE stood at N19,450,000, N751,009@J83,720,000
and N9,720,000 respectively. While the mean value of the ROA stood at 13 he variable with
the higher degree of dispersion from the mean is the HSE with f\&m o? 1.2461, this further
explains its slight degree of variation over the years under s eir respective minimum and

maximum values are equally shown indicating variatio &r the year for the respective series.

Also, the probability of the Jarque-berra statiAsL&s of-the transformed series showed that not all
the variables are normally distributed. @J&h& regression model was not estimated using the
Ordinary Least Square Regression@rmality of all the series was not met. The correlation
analysis showed that all the m@ﬁ% of CSR have positive relationship with the ROA. The fixed
effect regression on Ta S*shows that 0.827 representing 83% of the variations in the ROA
can be explained@ . This indicates that 83% of changes in ROA oflisted fast-moving

consumer ggods\irms in Nigeria during the period can be explained by changes in CSR

expen@ the firms.



5.2 Findings based on the study objectives:

1.

To examine the effect of Community Empowerment Expenditure (CEE) on the Return on
Asset (ROA) of listed fast-moving consumer goods firms in Nigeria. This was tested with
the Hypothesis one that Community and Empowerment Expenditure has no significant
effect on financial performance (ROA) of quoted consumer good firms in N%}?I.was
tested using the fixed effect multiple linear regression model at 0.05 1 @gigniﬁcance
and the Null hypothesis (Ho) failed to be rejected. This shows th@E insignificantly
influences the ROA of listed fast-moving consumer goods @i Qigeria. It can be seen
that CEE has a negative but insignificant effect on t > ROA. This contradicts the
study’s econometric apriori theoretical expect l&peciﬁcally, the result shows that if
all the explanatory variables are held constant\an increase in CEE incurred by firms will
result to a decrease in the value of R6A. In other words, CEE affects ROA negatively,

Y

although the effect is seen to 'gi-g)niﬁcant. This finding contradicts the findings made

by scholars in which @rgued that community support improves companies’

profitability and pe oA.\%ce.

To ascertain @‘fect of Societal and Environmental Expenditure (SEE) on financial

perforr@%g(kaA) of listed fast-moving consumer goods firms in Nigeria. This was

tﬁ@ﬂl the Hypothesis two that Societal and Environmental Expenditure has no
%niﬁcant effect on financial performance (ROA) of listed fast-moving consumer goods

firms in Nigeria, it was tested using the fixed effect multiple linear regression model at

0.05 level of significance and the Null hypothesis (Ho) failed to be rejected. This

indicates that SEE insignificantly and positively influence the ROA of quoted consumer



goods firms in Nigeria. This corroborates the findings of the scholars who in their study
concluded that societal cost has positive and insignificant effect on firm’s performance.

3. To determine the effect of Health and Safety Expenditure (HSE) on financial
performance (ROA) of listed fast-moving consumer goods firms in Nigeria. This was

tested with the Hypothesis three that Health and Safety Expenditure has no i&hﬁtant

effect on financial performance (ROA) listed fast-moving consumer firms in
Nigeria, it was tested using the fixed effect multiple linear regressi el at 0.05 level
of significance and the Null hypothesis (Ho) failed to be rej Phis depicts that HSE

has an insignificant effect on ROA of quoted consu %&s firms in Nigeria. Also, it
can be seen that HSE has a negative and insignifi &on firm’s ROA for the period.
This is not in line with a-priori theoretical e on Specifically, the result shows that
if all the other explanatory variables a;‘s}held constant an increase in HSE by firms will
result in a decrease in the value QSQA. In other words, HSE affects ROA negatively,
although the effect is insignifidant. This finding also contradicts the results obtained in
scholars who conclud\d%?at HSE has a positive effect on firm’s profitability and
performance.
4. To evaluat@ ffect of Education Support Expenditure on financial performance of
list oving consumer goods firms in Nigeria. This was tested with Hypothesis
‘slat Education Support Expenditure (ESE) has no significant effect on financial
Qperformance (ROA) of listed fast-moving consumer goods firms in Nigeria. This was
tested using the fixed effect model at 5% level of significance and the Null hypothesis

(Ho) was rejected, while the alternative hypothesis was accepted, this shows that ESE

significantly and positively influence the performance of quoted consumer goods firms in



Nigeria. Specifically, the result shows that if all other variables are held constant an
increase in ESE by firms will result to a significant increase in performance of firms for

the period.

5.3 Conclusion

N

This study has examined the effect of CSR on financial performance of lis% ~moving
consumer goods firms in Nigeria. Majority of the variables (CEE, HSE E) were not
statistically significant while only ESE was significant on the de ent, variable (ROA). A
graphical representation of the variables was depicted for the pet@gﬁ 1 — 2020 to ascertain the

nature of each of the variables. Based on the findings of ‘[4}& ; it concludes as follows:

S

The study has confirmed the significance of ESE as g predictor variable of ROA of sampled

firms. This goes without saying that CSR directed at education have ripple effect on the bottom

line. Q)\’ !
Q

The study established the nggdt{ve” contribution of CEE and HSE towards performance of
consumer goods ﬁrrns.%s lends itself to the fact that expenditure directed towards
communities, Hea&)@ safety of employees to the extent that they are reported in the annual
reports are in§iggificant in influencing the level of performance. This therefore means that
activities‘ﬁ%cted towards the community and the health sector reduces profitability of firms.
H when socially responsible firms disclose sufficient social activities they enjoy

competitive advantage, brand loyalty and reduced cost in the long run.

Societal and Environmental activities are as vital as all other liabilities of firms, and it requires

commitment and proper management, a conducive environment is created for increased



performance of firms. Where firms neglect their responsibilities to other stakeholders in the 74
environment the relationship is invariably strained. This implies that, the operation of consumer
goods firms will be adversely affected. Finally, the study recognizes that the concept of CSR as
fundamental and inevitable because of the ever growing expectations of the public; concern
about environmental degradation, consumers, governmental authorities and investors \W of
firms’ responsibility. Based on this, the study advocates for a tentative appro %'rds CSR

and its reporting in the financial statement of firms which suggest imple@\gg CSR activities

as moral obligation of firms. (6 )
5.4  Recommendations %

The following recommendations have been addre@ ifferent parties who either have direct
fi

or indirect interest on firms’ CSR. These parti‘gsia‘re the firms, government and investors.

Y

A business cannot successfully ope t&g) a society which it ignores. It is imperative for
managers to consider CSR initi% il the light of firm’s corporate abilities. Managers should
endeavor to avoid an asymmetr{,ét CSR with internal factors which can be detrimental to firms’
value. As a consequ@t e; need to evaluate carefully in totality the implications of CSR
before implementing)CSR activities. The study recommends that firms should endeavor to
generate 1 %3 through sales of waste, bye products, recycling of waste and accounting for

ntal performance and expenditure as this can support development and increase in

profitability and overall performance.

1. The study recommends that government should work closely with the private sector to
support economic development. A sit-down should be arranged with the business world

and other stakeholders in determining common standards reporting mechanisms and the



extent to which they should be responsible. The major cause of environmental conflicts
between the community and firms is the failure of these firms to impact positively in their
immediate environment.

2. The study therefore recommends that shareholders should compel the managers of firms
to have a well-structured CSR framework and culture indoctrinated into their &%ﬁbns.
Finally, all stakeholders should encourage the private sector firms tow R as this
will add value to their investment in the long run. Invariably, inves% o are interested

in longterm investments will be encouraged to invest. (6 !

5.5 Contribution to Knowledge §

It is believed that the study has contributed to aca@ rms and government in the following
ways. The study has contributed to existing Lj@at through an in-depth examination of CSR

expenditure through various areas orqej@rs of the economy. In particular, the study

incorporated and examined Educ m@upport Expenditure (ESE) as a separate independent
A

variable in explaining the ef% R on performance of listed fast-moving consumer goods

firms in Nigeria. The re of the study provide a clear and better understanding of the effect of

CSR expenditure @umer goods firms.

From the fi @s, one can easily deduce that consumer goods firms are yet to benefit fully from
thei@uuing involvement in CSR activities. It is understandable from the findings that if CSR
expenditure is properly managed and disclosed to a reasonable extent, it has the potential to
stimulate performance, growth, and development of listed fast-moving consumer goods firms in

Nigeria.



The study also provides evidence on the proper analysis of CSR by considering the nature of
variables to be estimated. This helped to overcome the problem associated with a biased result.
The study has also shown ways by which firms can offset their environmental expenditure
through proper waste management and other activities. Also, highlighting the ways by which
investors government, shareholders and stakeholders can contribute to the growth o@wmd

indeed the economy at large by indoctrinating CSR activities for the benefits of erned.

5.6 Suggested Area for Further Research %

The study is by no means exhaustive in its investigation of CSR%;&& on performance of listed
fast-moving consumer goods firms in Nigeria. It iffcally dealt with community
empowerment, societal expenditure, health and s Xpenditure and education support by
firms. Hence, attempt should be made by futli@es rchers to explore other areas of CSR such
as employee’s time and effort in social%&iﬁes and measure its effects on profitability and

performance of firms. This would %tate the use of additional data gathering techniques like

the questionnaire. ‘{ <§)
N
S
S
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