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ABSTRACT

This study sought to investigate the impact of Corporate Social Responsibility (CSR) on Financial Performance (proxied by Profit Before Tax and Turnover) in listed Manufacturing Companies in Nigeria. It was also meant to determine if there is any relationship between Firm Size, Firms Age, Leverage and Financial Performance of listed Manufacturing Companies in Nigeria.   

The research employed an ex-post facto research design. The population of the study was sixty five (65) listed Manufacturing Companies in Nigerian Stock Exchange as at the time of this study, while the sample size was eleven (11). Data were sourced through secondary means of the eleven (11) listed Manufacturing Companies, who consequently report CSR activities for a period of 15 years (2002 – 2016); using random sampling techniques. Data were analysed using panel data estimation framework. 

The results revealed that there is positive and significant relationship between CSR and Turnover i.e. the coefficient of CSR is 0.041 with P value of 0.000 < 0.01. It also showed that there is negative and insignificant relationship between CSR and Profit before Tax i.e. the coefficient of CSR is -0.043 with P value of 0.0048 < 0.01. Firm Size, Firm Age also have positive and significant relationship with TURN but negative and insignificant relationship between LEVR and TURN; while none of the control variables is a major determinant of PBT during the period. 

It was concluded that CSR has significant impact on Turnover while it does not have any significant effect on Profit before Tax of listed Manufacturing Companies in Nigeria during the period under review. 
CHAPTER ONE

INTRODUCTION

1.1      Background to the Study

Corporate Social Responsibility (CSR) is becoming one of the major issues for organizations, with company survival being increasingly related to corporate image, to social, environmental, and ethical performance as well as to sales. 
 In developed economics the concept of business has moved from profit making activities to social welfare activities where businesses are not only accountable to its shareholders but also to all of its stakeholders (Islam, 2012). CSR has emerged as a powerful tool for making corporate organizations, which is becoming part of the larger society and being accountable to the society for their actions (Banah, 2004). He noted that, considering the impact of CSR on company’s actions and operations in a way that balances the short-term profit needs of the company, with society’s long term needs, thus ensuring the company’s survival in a healthy environment.
Many companies have been working to enhance their CSR performance by expanding their CSR efforts, investing in staff and integrating CSR into corporate strategy.

Corporate Social Responsibility has been subjected to debate since 20th century even though there are some arguments for and against, if it were really the duty of an organization to provide some kind of social services to the people in its environment. Really, organization generates both natural and human resources from its environment while at the same time exploit the opportunity meant to be enjoyed by the society if without the existence of such organization.

In the past, businesses existed without receiving much pressure or expectations from the society but instead, organizations were seen as entities of profit maximization for shareholders. However, records has shown that such trend has changed and that organisations are expected to be socially accountable and think beyond maximizing profit, if they must survive (Onwuegbuchi, 2009)
Anderson and Frankle (1980) opined that, profit is our reward for doing it well. If business does not serve society, society will not tolerate her profits (profitability) or even its existence. There is also an argument that most of the societal problems encountered by companies today emanated from business growth. Therefore, organizations are expected to contribute in solving them and failure to do so might worsen the problems and affects organization’s survival.

Also, increased interest in CSR in recent years has been an outcome of globalization and international trade, which have reflected in increased business complexity and new demands for improved transparency and corporate citizenship (Dima & Ramez, 2007). Therefore, the main idea of CSR is that organizations’ have a duty to meet certain needs of their various stakeholders’ (Chiu & Hsu, 2010; Clarkson, 1995 and Waddock & Graves, 1997).
The word ‘Performance’ is derived from the word ‘Parfourmen’, which means ‘to do’, ‘to carry out’ or ‘to render’. It refers to an act of performing, execution, accomplishment, fulfillment, etc. In border sense, performance refers to the accomplishment of a given task measured against preset standards of accuracy, completeness, cost, and speed. In other words, it refers to the degree to which an achievement is being or has been accomplished. In the words of Eric (1978) “The performance is a general term applied to a part or to all the conducts of activities of an organization over a period of time often with reference to past or projected cost efficiency, management responsibility/ accountability or the like. Thus, not just the presentation, but the quality of results achieved refers to the performance. Performance is used to indicate firm’s success, conditions, and compliance.

Robert (1961), “Performance is used to mean the efforts extended to achieve the targets efficiently and effectively, the achievement of targets involves the integrated use of human, financial and natural resources.” So performance referred to presentation with quality and result achieved by the management of company.

Financial performance refers to the act of performing financial activity. In broader sense, financial performance refers to the degree to which financial objectives have been accomplished. It is the process of measuring the results of a firm's policies and operations in monetary terms. It is used to appraise firm's overall financial health over a given period of time and can be used to make comparison between similar firms across the same industry or to compare industries or sectors in aggregation. (Springfield & Merriam, 1975)
“Financial performance is a scientific evaluation of profitability and financial strength of any business concern”. According to Kennedy and Mc Muller (1952), financial statement analysis attempt to unveil the meaning and significance of the items composed in statement of comprehensive income and statement of financial position. It assists the management in the formation of sound operating and financial policies.

According to accounting point of view, financial statements are prepared by a business enterprise at the end of every financial year. Financial statements are end products of financial accounting. They are capsulated periodical reports of financial and operating data accumulated by a firm in its books of accounts- the General Ledger. One of the most fundamental facts about businesses is that the operating performance of the firm shapes its financial structure; it is also true that the financial situation of the firm can also determine its operating performance and the financial statements are therefore important diagnostic tools for the informed manager.
1.2      Statement of the Problem

Evidence from Literature revealed that several researches exist on CSR, but most of them were carried out in the western world, especially in America and Europe. However, few studies have been conducted on CSR in the developing countries. Studies that exist in Nigeria concentrated mainly on multinational oil companies especially in the Niger-Delta (Amaeshi, Adi, Ogbechi & Amao, 2006).

There are notions that CSR activities have adverse effect on financial performance because its activities involve huge expenditures which may constitute a drain on their profitability. This therefore stimulates the need to study empirically, the impact of CSR activities on the Financial Performance in listed Manufacturing Companies in Nigeria. However, to determine the extent of relationship between Firm Size, Firms Age, Leverage and Financial Performance of the listed Manufacturing Companies in Nigeria, with a view of ascertaining whether it plays any significant role or not. 

1.3     Research   Questions

1. What significant impact does CSR has on Turnover (TURN) of listed Manufacturing Companies in Nigeria?

2. To what extent does CSR has effect on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria?

3. What is the effect of Firm Size on Turnover (TURN) of listed Manufacturing Companies in Nigeria?
4. What significant impact does Firm Size has on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria?
5. Is there any significant effect between Firms Age and Turnover (TURN) of listed Manufacturing Companies in Nigeria?
6. What is the effect of Firms Age on Profit before Tax of listed Manufacturing Companies in Nigeria?
7. Does Leverage have any significant impact on Turnover (TURN) of listed Manufacturing Companies in Nigeria? 
8. What is the effect of Leverage on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria? 
1.4 Research Objectives

      The general objective of this study is to examine the impact of CSR on Financial Performance of listed Manufacturing Companies in Nigeria. The specific objectives are to:

1. examine the impact of CSR on Turnover (TURN) of listed  Manufacturing Companies in Nigeria.

2. determine the effect of CSR on Profit before Tax (PBT) of  listed Manufacturing Companies in Nigeria. 

3. evaluate the effect of Firm Size on Turnover (TURN) of listed Manufacturing Companies in Nigeria.
4. determine the effect of Firm Size on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria.
5. examine whether Firms Age  has any significant effect on Turnover (TURN) of  listed Manufacturing Companies in Nigeria.
6. evaluate the impact of Firm Age on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria.
7. determine the impact of Leverage on Turnover (TURN) of listed Manufacturing Companies in Nigeria.
8. examine the impact of Leverage on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria.
1.5     Hypotheses

The following research hypotheses were stated in null form:

1. Corporate Social Responsibility has no significant impact on Turnover (TURN) of listed Manufacturing Companies in Nigeria.

2. There is no significant effect of Corporate Social Responsibility on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria.

3. Firm Size has no effect on Turnover (TURN) of listed Manufacturing Companies in Nigeria.
4. Firm Size has no significant effect on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria.
5. There is no significant effect of Firms Age on Turnover (TURN) of listed Manufacturing Companies in Nigeria.
6. Firms Age has no significant impact on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria.
7. Firm Leverage has no significant impact on Turnover (TURN) of listed Manufacturing Companies in Nigeria.
8. There is no significant effect of Leverage on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria.
1.6. Significance of the Study

Academically, it will not only contribute to the volume of knowledge on CSR, but it will help in filling the existing gap on the impact of CSR on Financial Performance in Manufacturing Companies in the developing countries, especially in Nigeria. This study becomes relevant because it will assist the society to know whether the level of CSR engaged upon by the Nigerian Manufacturing Companies is commensurate with their expectations as customers and the society at large. It can also assist in putting up an acceptable policy as to what should be expended for CRS to the hosting community. It will also serves as an avenue for Manufacturing Companies in Nigeria in evaluating the effect of CRS on their financial performance. 

However, it is going to be useful for managers in making prudent and financial decision, stakeholders; likewise the governments’ agencies and some other interested bodies to expand their knowledge on the research topic.
1.7.      Scope of the Study

This study focused on listed Manufacturing Companies in the Nigerian Stock Exchange such as: 7up Bottling Company Plc, A. G. Leventis Nigeria Plc, Beta (Delta) Glass Co. Plc, Cadbury Nigeria Plc, Cement Company of Northern Nigeria Plc, Guinness Nigeria Plc, Lafarge WAPCO Plc, Nestle Nigeria Plc, Breweries Plc, UAC Plc and Unilever Nigeria Plc; with a view to examining impact of CSR on their Financial Performance for a period of fifteen (15) years i.e between 2002 – 2016. The time frame was chosen due to availability of data and consistent reports of CSR activities of the listed Manufacturing Companies.
1.8.      Definition of Terms
Corporate Social Responsibility (CSR) can be defined as the continuing commitment by business to behave ethically and contribute to both social and economic development, while improving the quality of life of its workforce and their families, as well as of the immediate community and society at large. Corporate Social Responsibility (CSR) can also be defined as achieving commercial success in manners that honour ethical values and respect people, communities, and the natural environment. CSR is also a means of addressing the legal, ethical, commercial and other expectations society has for business and making decisions that fairly balance the claims of all key stakeholders. 
CSR can also be defined as actions that appear to further some social good, beyond the interests of the firm and that which is required by law (McWilliams & Siegel, 2000). While supporting development of CSR in an entity, Baron (2001); Ortlitzki, Schmidt and Rynes (2003); Bagnoli and Watts (2003) and  Amole, Adebiyi and Awolaja (2012) have shown that socially responsible entities are focused not only on increasing shareholders’ wealth but also fostering on future relationships with stakeholders.
Corporate Governance: Corporate governance is the system by which companies are directed and controlled. Corporate Governance is about giving a lead to the company by monitoring and controlling management decisions, as well as giving leadership and direction so as to ensure that the company achieves its intended purpose and aims. 
Corporate governance is the framework of rules, regulations and practices by which board of directors ensures transparency, accountability and fairness in a company's relationship with its stakeholders (financiers, customers, management, employees, government, and the community). It applies to CSR because it is essential that entities must issue comprehensive and high-quality CSR reports. An entity’s CSR program cannot affect financial performance if there is no CSR report or advertisement of the CSR initiatives in some form because stakeholders are not aware of CSR programs being implemented. For this reason, proper corporate governance, transparency and completeness in CSR reporting, is an integral part of an effective CSR program.

Financial Performance – Financial performance refers to the act of performing financial activity. In broader sense, financial performance refers to the degree to which financial objectives being or has been accomplished. It is the process of measuring the results of a firm's policies and operations in monetary terms. It is used to appraise firm's overall financial health over a given period of time and can be used to make comparison between similar firms across the same industry or to compare industries or sectors in aggregation (Springfield & Merriam, 1975)
Performance: Performance can be defined as an effort extended to achieve the targets efficiently and effectively, the achievement of targets involves the integrated use of human, financial and natural resources. So, performance refers to presentation with quality and result achieved by the management of company (Robert, 1961).
Organization – An Organization is a system of consciously coordinated activities or efforts of two or more persons. Organizations can also be thought as “social entities that are goal directed, deliberately structured activity systems with a permeable boundary” according to Bedeian and Zamnuto (1991). It is a deliberately structured activity basically meant to systematically divide complex tasks among multiple people or units to achieve a common goal.
Manufacturing Companies – A manufacturing entity is an entity that manufactures components, parts or raw materials to make finished goods.
Globilization – Roland (1992) defined globalization as the understanding of the world and the increased perception of the world as a whole. Also, Thomas (2001) defined globalization “as the process of the shrinking of the world, the shortening of distances, and the closeness of things. It allows the increased interaction of any person on one part of the world to someone found on the other side of the world in order to benefit”.  Globalization is the ways in which developments in one region can rapidly come to have significant consequences for the security and wellbeing of communities in quite distant regions of the globe which have been linked to each other by the networks of interaction.

CHAPTER TWO

LITERATURE REVIEW

2.1   Conceptual Framework

The conceptual framework explains various ideas used in the research study. It comprises various related concepts of corporate social responsibility.
2.1.1. Corporate social responsibility (CSR)

Corporate Social Responsibility (CSR) is also known as: corporate accountability, corporate ethics, corporate citizenship, sustainability, stewardship, triple bottom line and responsible business. (Banah, 2004). Definitions of Corporate Social Responsibility (CSR) have been provided by many academics. However, for the purpose of this research, the researcher focuses on some of the definitions found to be relevant to this study.

Osei-Tete (2010) defined Corporate Social Responsibility (CSR) as achieving commercial success in manners that honor ethical values and respect people, communities, and the natural environment. Furthermore, he also believed that Corporate Social Responsibility as a means to addressing the legal, ethical, commercial and other expectations society has for business, and making decisions that fairly balance the claims of all key stakeholders.

The term ‘Corporate Social Responsibility (CSR)’ laid emphasizes on the responsibility of the businessmen to ensure their actions and policies to complement society’s values while contributing to the betterment of the overall community. This concept was further supported by several authors in 1960s with prominent contributions by Davis (1967); (McGuire, Sundgren & Schneeweis,1988).

Initially, the concept of Corporate Social Responsibility was referred to as ‘Social Responsibility’ and the focus was mainly on businessman; however (Davis, 1967), generalized the term to include institutions and corporations as well. On different occasions, different terms were coined parallel to CSR such as Corporate Citizenship or Corporate Sustainability. 
Corporate Social Responsibility (CSR) is commonly referred by its promoters as aligning a company's activities with the social, economic and environmental expectations of its ‘stakeholders’. Generally, CSR is the engagement of firms in the development of the whole society. It is the means by which corporate entities are held accountable for their actions that affect the society negatively. Another view of Corporate Social Responsibility is that it is the means by which corporate bodies give either cash or kind towards the advancement of the society. CSR is now also seen as a vital tool in promoting and improving the public image of organizations.

International Finance Corporation (IFC, 2017) also defined corporate social responsibility as an obligation of businesses to contribute to the sustainable economic development by working with employees, their families, the local community and society at large in other to improve their lives in ways that are good for business and for development.

Corporate Social Responsibility (CSR) is an evolving concept that currently does not has a universally acceptable definition. Generally, CSR is understood to be the way firms integrate social, environmental and economic concerns into their values, culture, decision making, strategy and operations in a transparent and accountable manner and thereby establish better practices within the firm, create wealth and improve society.

The European Union’s Green paper on CSR defined it as a concept whereby companies integrate social and environmental concerns in their business plans and in their interaction with their stakeholders on a voluntary basis (Green paper promoting a European Framework for Corporate Social Responsibility, 2001). Carroll (1991) asserted that, CSR in the Nigerian nation would have economic responsibilities as the highest on the pyramid. Such responsibilities may include economic development of the host community, payment to federal, state and local governments, use of local suppliers, hiring of local labour, corporate governance, etc. Philanthropy is next to economic responsibilities on the pyramid; next is legal while at the bottom of the pyramid is ethical.

Corporate Social Responsibility (CSR) can therefore, be defined as achieving commercial success in manners that honour ethical values and respect people, communities, and the natural environment. CSR is also a means of addressing the legal, ethical, commercial and other expectations society has for business and making decisions that fairly balance the claims of all key stakeholders. A socially responsible organization is one in which management considers the social as well as the economic effect of its decisions.

Amaeshi, Adi, Ogbechi and Amao (2006) observed that local Nigerian companies practice CSR as corporate philanthropy to cater for the country’s socio-economic challenges. Many African countries place emphasis on economic responsibilities due to poverty ravaging the continent. Philanthropy is given the second highest priority. Gray, Javad, Power & Sinclair              ( 2001) noted that factors which shaped CSR practices are cultural and national differences.

The European Foundation for Quality Management (EFQM), (2004) posited that there are three dimensions of CSR. These are social, environmental and economic. The social responsibilities entail training and developing local labour, contributing expertise to community programmes, human rights, labour rights, among others. The environmental responsibilities involve precautionary approaches to prevent or minimize adverse impacts, support for initiatives promoting greater environmental responsibility, developing and diffusing environmentally friendly technologies. For instance, the usage of biodegradable materials in place of hazardous solvents may be introduced for environment preservation. The principal legislation for the environment is Decree 86 of 1992 on Environmental Impact Assessment (EIA) compulsory for every private and public sectors developmental projects

2.1.2    Drivers of corporate social responsibility
Rahul (2008) highlighted some of the drivers of CSR which include – globalization; pressure from NGOs; consumers’ demand for CSR; migration of the CSR trend, bottom-line effect of CSR implementation; and reputation management. They are discussed as follows:

Globalization: He opined that, the drivers of CSR as the means of globalization to be critical factor in making the concept acceptable in global agenda, especially, since the mid-1990s. Today, around the globe, businesses have come to view Corporate Social Responsibility as part of their identity, consistent with their objectives, while their activities are now under closed scrutiny.

Pressure from Non-Governmental Organizations (NGOs): Explaining the roles NGOs played in bringing about a situation where businesses consider Corporate Social Responsibility as a major activity, Rahul (2008); noted that NGOs effectively utilize market incentives to attract corporations to become more responsible. According to him, corporations are very responsive to pressure that affects their bottom-line, such as consumer pressure, investor pressure and media exposure.

Consumers: In Rahul’s study, it was discovered that consumers’ demand for greater knowledge on whether the goods they buy are produced in accordance with fair labour standards, with minimal harm to the environment and without abusing human rights is another driving force for CSR. To him, this is because consumers expect more from companies and want them, not only to produce good products but also to do well. In response to this, new pattern of consumption, companies endeavor to find a marketing strategy which is more relevant to social responsibility.

Migration of the CSR Trend: This is another factor that drives the movement of CSR, which began in the West, moving on to the rest of the world, with many other countries witnessing the holding of CSR conferences and awards (Rahul, 2008). He made reference to the Asian CSR Awards, which annually attracts hundreds of entries. According to him, this factor had made CSR to become 'native' – indigenized - as well as being changed by local cultural norms and corporate traditions in the society.

Bottom-line effect of Incorporating CSR: Rahul (2008) stated that this factor is the most applicable to business, especially, as entities see that reputational damage can cost more than a damaged product itself, it can drastically affect the customer base and leave its mark on share price. He noted that another reason why companies opted for a comprehensive CSR programme is because it will reduce a company’s equity risk premium and in turn increasing share price as well. He quoted the McKinsey Global Investor Opinion Survey, which shown that investors are willing to pay much higher premium for companies with a high corporate governance rating.

Reputation Management and making an Impact on Employees: Reputation management is another important driver of the increasing importance of CSR. According to him, the corporate scandals affecting Enron, WorldCom and the likes, have doubled the perception of greed among senior management in the corporate setting and this has prompted the recognition of CSR as an important strategy in counteracting allegations of corporate greed. Hence, this has also emanated in businesses making distinct shift away from a philanthropic approach to CSR and moved in the direction of a better alignment of CSR to the company’s business strategy and corporate governance methods. 

Furthermore, there is the notion that CSR can be a differentiation tool in a competitive market place characterized by homogeneous quality, price, and service of products. This is because consumers have possessed invincible pressure power, especially in the retail market place and are now concerned not only about issues that directly affect them but also indirect issues e.g. child labour and sweatshops (Rahul, 2008).
2.1.3.   Types of corporate social responsibility initiatives
CSR includes a variety of socially responsible activities. Kotler, Roberto and Lee  (2005) identified five different types of CSR initiatives which include: cause promotion, cause-related marketing, corporate social marketing, corporate philanthropy, community volunteering and socially responsible business practice. 

1. Cause Promotion: A goal of this initiative is to create awareness and concern for social causes by informing the public of the facts and statistics about a cause. It tries to encourage people to make enquiry about the cause, donate time, donate money, donate nonmonetary resources, and participate in events. Contributions or support provided to a cause are not tied to the sale of specific products. Cause promotion does not intend to change people’s behaviors related to the cause; it only calls for action related to buying certain products over others. Also, it involves business activities such as developing and distributing material, volunteering, participating in public relations activities, and engaging in sponsorships.

2. Cause-Related Marketing: “An entity commits to make a contribution or donating a percentage of its revenues to a specific cause based on product sales. Most commonly, this offer is for an announced period of time and for a specific product and a specified charity” (Kotler, et al, 2005). In this CSR initiative type, the distinctive feature is the relationship with product sales. A company cooperates with a non-profit oriented organization to create a mutual relationship that intentionally provides increased product sales as well as financial support to the charity. Moreover, it usually involves the marketing department because its intention is to increase sales.

3. Corporate Social Marketing: Intention to change behavior is the focus of this initiative. They referred to corporate social marketing as when a corporation supports the development and/or implementation of a behavior change campaign intended to enhance public health, encourage savings culture, safety, the environment, or community well-being.

4. Socially Responsible Business Practices: In this initiative, “An entity adopts and conducts discretionary business practices and investments that support social causes to improve community well-being and protect the environment” (Kotler, et al, 2005). The concepts of discretionary activities, community, and well-being distinguish this type of CSR initiatives from others. Discretionary activities are not compulsory by law. They are about the morality and ethics of a corporation. Community refers to everyone who is involved with a business. Well-being refers to psychological and emotional health and safety.

5. Corporate Philanthropy: In this type of CSR initiative, an entity directly contributes to charity or causes in the form of cash, donations, and/or in-kind services. This is the most traditional form of CSR. Typical programs include donating cash/products/services, providing technical expertise, offering the use of equipment, and allowing the use of facilities and distribution channels. Corporate philanthropy, sometimes known as community giving, community relations, corporate citizenship, or community affairs, has been strategically used to enhance good images for companies.

2.1.4    Benefits of incorporating corporate social responsibility in an organization
Quite a number of benefits may accrue to any organization that incorporates CSR. Some of these are increased brand value; greater access to finance; a healthier and safer workplace; stronger risk management and corporate governance; motivated people and community; customer loyalty; enhanced confidence and trust of stakeholders; an enhanced public image and economic success. Asa (2007); Reimann (1975; Tupodolo (2009) and Elizaveta (2010)
Any organization that incorporates CSR as a core business is not doing any special favour to the society but is indirectly creating more avenues for a greater growth, success and profitability for its business. Reputational damage may occur for failure to incorporate CSR. 

Mirfazli (2008), observed in his research that failure to carry out social responsibilities will cause more damage/harm to a business than any good. Unethical business practice is no longer fashionable even in a country as poverty-ridden as Nigeria. Such can only attracts negative feedback to any organization due to increased media attention, responsive and investigative journalism as well as increased social media in Nigeria. Ethical responsibilities do attracts and retain the best workers in an organization. 

Elizaveta (2010), opined that entity engaged in CSR activities attracts the best workers and bring more customers to any organization. She went further to add that companies without CSR most often fail sooner or later and that big organizations appear to understand this, thereby they set up strategies to assure stakeholders of being socially responsible. Companies with CSR policies get the best workers, shareholders, customers and a happier community and society. The economy and the capital market also recognize that sustainable companies are businesses of the future. Many African countries, including Nigeria are highly dependent on foreign aids and grants.

Amaeshi, Adi, Ogbechi and Amao (2006), averred that indigenous perceive CSR as corporate philanthropy to address the socio-economic problems in Nigeria. The failure of the federal government to control economy (despite the super abundance of natural and human resources) to build the country is a major driver of CSR.

Amole, Adebiyi and Awolaja (2012), observed that organizations should demonstrated high level of commitment to CSR based on stakeholder theory in order to enhance their profitability in the long run. According to the study, the support lent to the society through CSR makes the business environment more friendly and habitable for organization survival. Another study by Osemene (2012) revealed that CSR has contributed positively on the environment, telecommunication staff and stakeholders in the Nigerian environment. 

Also, Adeyanju (2012), concluded that for entities to engage in social activities it added to the goodwill of such companies, thereby increasing their financial worth which eventually, boost the image of a company, giving them corporate advantage over others. On the part of the society, the scholar opined that Social responsibility has a great impact on the society by adding to the infrastructures and development of the society. This can be perceived from the points of showing concern for the welfare of the community in order to sustain peace, competent and cheaper manpower, a platform for a better community, by making the host community worthy of livelihood in terms of infrastructural development and by boosting their image, reducing advert cost, gaining an edge over competitors, and making names as a firm, a household name in the society (Adeyanju, 2012).

2.1.5     The effects of corporate social responsibility on profitability
In today’s business, trend had shifted focus towards developing nations, as corporate social responsibility; scholars have been deeply focused on advanced countries. Companies try to align social needs to their core products, thereby using corporate social responsibility as a strategic and part of decision-making motivation. A major issue lies in an accepted definition of corporate social responsibility, concepts are still developing as illustrate by (Sen and Bhattacharya, 2001). A better understanding of the complex relationship between corporate social responsibility and profit would be invaluable directly or indirectly to shareholders, managers and all of the stakeholders.

 Kotler, et al (2005), stated that corporate social responsibility leads to profitability in the long run resulting in stakeholder satisfaction. Profit maximization is the necessary reason for an enterprise to extend and grow; while social responsibility is the basic responsibility of the "state" to focus upon the setting of its stakeholders with social justice. Scholars concentrated that there must be continuous efforts to minimize this economic difference amongst the country; yet, cases could be different, strategic innovation emerges as a very vital tool towards a globally competitive existence and profit. 
The researcher indicated that majority of the entities believe they should pay attention to corporate social responsibility, however; the main hindrance to adopt corporate social responsibility are - experienced cost and lack of human resources. The study stated a moderate positive relationship between CSR and performance. Cyrus (2013) stated that the relationship between corporate social responsibility (CSR) practice and firm performance with some studies showing a positive relationship.

2.1.6     Common characteristics of corporate social responsibility
The European Foundation for Quality Management (2004) noted the following as common characteristics of CSR:

1. Meeting the needs of current stakeholders without compromising the ability of future 

generation to meet their own demand. This is quite important because the quest for profit had made many corporations to turn blind eyes to the hazardous effects of their corporations’ activities on the environment.

2. Organizations tend to adopt CSR willingly and rather not as a legal requirement. This is

because they perceived its adoption to be in the long term benefit of their organizations 

3. CSR integrates social, environmental and economic policies in the day to day business of 

corporations.

4. CSR is accepted as a core activity which must be embedded into an organization’s management strategy.

Figure 1:    Carroll’s Four Part Conceptualization of CSR




Source: Carroll, A. (1991). “The Pyramid of Corporate Social Responsibility: Toward the Moral Management of Organizational Stakeholders
2.17. Concept of Archies Carroll’s pyramid of corporate social responsibility (CSR)

One of the most globally accepted and used models in CSR studies, is Carroll’s Four Part Conceptualization of CSR, Carroll (1991), originally conceptualized in 1979 and used by  Jingfu, Likun and Xueli (2009). Carroll introduced this model in response to the argument about “reconciling the firm´s economic orientation with its social orientation”. This model is of the opinion that the corporation’s responsibilities go beyond economic and legal responsibilities but also touches on ethical and discretionary (philanthropic) responsibilities as well. The four-part perspective – Economic, legal, ethical and philanthropic - forms the basis for the Carroll’s CSR Pyramid.

As regards the economic responsibilities, he explained that entities were historically designed as economic entities meant to provide goods and services to the society and maximization of profit was the primary incentive for entrepreneurship. The profit motive, at a stage transformed into a notion of maximum profits and this has been an enduring value ever since, being the basis upon which other business responsibilities are built. This component entails, for example, providing a return on investment to owners of equity and shareholders; creating jobs opportunity and fair pay for employees; discovering new resources; promoting technological advancement, innovation, and the creation of new products and services.

Legal Responsibilities is the second layer of the pyramid, according to their historical development, but seen as coexisting with economic responsibilities as fundamental precepts of the free enterprise system. Legal responsibilities entail that entities are expected to execute their economic missions within the framework/ambit of the law, as a partial fulfillment of the "social contract" between business and society. Legal responsibilities reflect a view of "codified ethics" in the sense that they embody basic notions of fair operations as established by lawmakers. 
The following table presents summary of some important statements characterizing economic and legal responsibilities.

Table 2.1: Economic and Legal Components of Corporate Social Responsibility

	Economic Components (Responsibilities)
	Legal Components (Responsibilities)

	1. It is very vital to perform in a manner consistent with maximizing earnings per share
	1. It is to perform in a manner consistent with expectations of government and law.

	2. It is important to be committed to being as

profitable as possible.
	2. It must comply with various federal, state, and local regulations.

	3. It is to maintain a strong competitive position.
	3. It is very important to be a law-abiding corporate citizen.

	4. It is important to maintain a high level of

operating efficiency.
	4. It is important that a successful firm be defined as one that fulfills its legal obligations.

	5. It is important that a successful firm be

defined as one that is consistently profitable.
	5. It is important to provide goods and services that at least meet minimal legal requirements.


Source: (Carroll, 1991) “The Pyramid of Corporate Social Responsibility: Toward the Moral Management of Organizational Stakeholders”
The other component in the pyramid is ethical responsibilities. Despite the fact that economic and legal responsibilities embody ethical norms about fairness and justice, ethical responsibilities embrace those activities and practices that are expected or prohibited by societal members even though they are not codified into law (Carroll, 1991). 

Carroll explained that Ethical responsibilities embody those standards, norms or expectations that reflect a concern for what consumers, employees, shareholders and the community regard as fair, just or in keeping with the respect or protection of stakeholders' moral rights. With regard to the ethical responsibilities, it implied level of ethical performance, suggested by a consideration of the ethical principles of moral philosophy such as justice, rights and utilitarianism, which are superimposed on the above mentioned ethical expectations from societal groups - fair, just, or keeping with the respect or protection of stakeholders' moral rights. 

He further explained that, though the ethical component is regarded as the next layer of the CSR pyramid, it is in dynamic interplay with the legal responsibility category, meaning that it is constantly pushing the legal responsibility category to broaden or expand while at the same time placing ever higher expectations on business to operate at levels above that required by law. In other words, ethical responsibility at its most fundamental level is the obligation to do what is right, just, and fair, and to avoid or minimize harm to stakeholders (employees, consumers, the environment, and others).

Philanthropy responsibilities are the corporate actions that are in response to society’s expectation that businesses must be good corporate citizens, by actively engaging in acts or programs to promote human welfare or goodwill (Carroll, 1991). Carroll gave examples of philanthropy to include business contributions to financial resources or executive time, such as contributions to the arts, education or the community. He further distinguished between philanthropy and ethical responsibilities by saying that the former are not expected in an ethical or moral sense, in other words, communities’ desire firms to contribute their money, facilities and employee time to humanitarian programs, but they do not regard the firms as unethical if they do not provide the desired level. 

This is the reason why philanthropy is more discretionary or voluntary to organizations. Carroll argued that though philanthropic contributions are highly desired and prized, it is less important than the other three categories of CSR and a firm that is just a good citizen in the community, by doing only philanthropy, cannot claim to be socially responsible.

Table 2.2: Ethical and Philanthropic Components of Corporate Social Responsibility

	    Ethical Components (Responsibilities)
	   Philanthropic Components(Responsibilities)

	1. It must be perform in a manner consistent with expectations of societal and ethical norms.
	1. It must be perform in a manner consistent with the philanthropic and charitable expectations of society.

	2. It must recognize and respect new or evolving ethical moral norms adopted by society.
	2. It is important to assist the fine and performing arts.

	3. It is important to prevent ethical norms 
	3. It is important that managers and employees participate in voluntary and charitable activities within their local communities.

	4. It is important that good corporate citizenship be defined as doing what is expected morally or ethically.
	4. It is important to provide assistance to private and public educational institutions.

	5. It is important to recognize that corporate integrity and ethical behavior go beyond mere compliance with laws and regulations.
	5. It is important to assist voluntarily those projects that enhance a community’s "quality of life."


Source: Carroll, A. (1991) “The Pyramid of Corporate Social Responsibility: Toward the Moral Management of Organizational Stakeholders
2.2    Theoretical Review

There are so many theories prominent to corporate social responsibility some of them shall be reviewed.
2.2.1 The stakeholders’ theory
Stakeholders’ theory is very basic theory to CSR. Freeman’s stakeholder theory opined that managers must satisfy a variety of stakeholders (e.g. employees, customers, suppliers, local community, organizations) who can influence firm outcomes. According to his view, it is not enough for managers to focus exclusively on the needs of shareholders, or the owners of the entity. Stakeholders’ theory implies that it can be beneficial for the firm to engage in certain CSR activities that non-financial stakeholders perceive to be important, because, absent of this, these groups might withdraw their support for the firm (McWilliams & Siegel, 2000). 
However, stakeholder theory argued that there are other parties involved, including governmental bodies, political groups, trade associations, trade unions, communities, financiers, suppliers, employees and customers. Sometimes even competitors are counted as stakeholders - their status being derived from their capacity to affect the firm and its other stakeholders.

Freeman (1984) stated that, it is a theory of organizational management and business ethics that addresses morals and values in managing an organization. The stakeholders’ theory is managerial in nature, in the sense that it “reflects and directs how managers operate rather than primarily addressing management theorists and economists” and begins with the assumption that values are necessarily and explicitly a part of doing business (Freeman, Wicks & Parmar, 2004). He noted that, two core questions articulate the focus of the stakeholders’ theory. According to him, the first question is; what is the purpose of the firm? The second question is; what was the responsibility of the management to stakeholders? The first question urges managers to articulate the shared sense of the value they created and what brings its core stakeholders together. 

    Here, Freeman maintained that; this propels corporations forward, so as to generate outstanding performance, determined both in terms of its purpose, marketplace and financial metrics. The second question motivates managers to articulate how they want to do business, specifically, the kinds of relationships they want and need to create with their stakeholders’ to achieve their purpose.

With the view of some schools of thought, that opposed the stakeholders’ theory, especially those in favour of the “maximizing shareholders value”, opined that the economic view of business is the most useful one. In other words, they feel that the goal of “maximizing shareholders’ wealth/value” is the only appropriate goal for managers. In contrast, Freeman, et al (2004), argued that “at its worst, this view involves using the prima facie rights claims of one group—shareholders—to excuse violating the rights of others”. They maintained that the rights of shareholders’ are not absolute, regardless of how much economists talk about the corporation as being the private property of the shareholders’.

Furthermore, supporting stakeholders’ theory, as against the late Milton Friedman’s shareholders theory, David and Mark (2009) opined that suppliers, customers, labour, and other stakeholders are moral beings, with the full range of moral rights that anyone we deal with in our everyday lives also has and for that reason, we must not artificially elevates the moral standing and interests of shareholders. Doing so would amount to exploiting other stakeholders’; something that would both compromised their autonomy and denies them their intrinsic dignity (David & Mark, 2009).

In the light of that contention between the stakeholders’ and shareholder views, it is necessary to note that the stakeholders’ view is not saying that shareholders are not important constituents or that profits are not a critical feature of the business activity. It rather says that profit is the result of doing it well, instead of being the motivation for business. In fact, it had been argued that there is no need to posit that stakeholders’ theories and shareholders’ theories are in opposition, Jones (1995) and Freeman et al, (2004). This is because Shareholders are stakeholders, and it is believed that creating value for stakeholders in the long run creates value for shareholders. On this note, Freeman et al, (2004) posed the following question: “How else could managers create shareholder value other than by creating products and services that customers are willing to buy, offering jobs that employees are willing to fill, building relationships with suppliers that companies are eager to have, and being good citizens in the community?”

Stakeholders’ theory recognizes the dynamic and complex relationships between organizations and their stakeholders and that these relationships involved responsibility and accountability; Gray, Kouhy and Lavers (1995). Stakeholders’ theory can be divided into two: instrumental or normative stakeholders’ theories. Instrumental stakeholders’ theory is of the opinion that corporation is an instrument for wealth creation and CSR conceived as a strategic tool to promote economic objectives (Garriga and Mele, 2004), (Jamali and Mirshak, 2007). On the other hand, normative stakeholders’ theory identifies philosophically based moral obligations towards stakeholders’. 

The normative version seeks to remind organizations that they are fully moral institutions, with a full range of moral obligations; in everything they did (David, et al  2009). Its attention is tailored towards the ethical factors that smoothens the relationship between business and society.

Who is a stakeholder? It is an individual or group who can affect or is affected by the actions, decisions, policies, practices, or goals of the organization. Stakeholder can be of different kinds: the focal stakeholder; primary stakeholder and secondary stakeholder. The focal stakeholder is the group or organization in question, while the primary stakeholder include owners, customers, employees, suppliers, and others important to the organization’s survival and the secondary stakeholders are all other interested groups, such as the media, consumers, lobbyists, courts, governments, competitors, the public, and society at large.
 Instructive here is the warning by Kenneth Dayton, Chairman of Dayton Hudson Corporation, that business must change its priorities rather than make maximum profit for our shareholders, we are in business to serve society and profit is our reward for doing it well. If entity does not serve society, society will not tolerate our profits or even its existence (Anderson and Frankle, 1980)
2.2.2    Other theories that underpin corporate social responsibility are;

· Classical view of CSR: Friedman (1970) opined that the social responsibility of business is to maximize its profits. He argued that socially responsible activities are only for generating profit not for voluntarily activities.

· Ethical Theories: This relates to the group of theories which understand that the relationship between entities and society are embedded with ethical values. This leads to a vision of CSR from an ethical perspective and as a consequence, firms ought to accept social responsibilities as an ethical obligation above any other consideration. (Garriga & Mele, 2004). 

· Utility Theory: The theory based on social cost and functionalism. The utilitarian theory suggested that the corporation needs to recognize social duties and rights to participate in social co-operation. (Secchi, 2007)
· Managerial Theory: The theory stressed the logic of managerial theory that emphasizes corporate management in which corporate social responsibilities are approached by the corporation internally. (Secchi, 2007)
· Relational Theory: The theory has a root from the complex firm-environment relationships. As the term implies, it is the interrelations between the two which focus of the analysis of corporate social responsibility. It is values-based as well as interdependent between the corporation and society. (Secchi, 2007)
· Instrumental Theory: Business may decide to support some social programs for reasons of good image and for competitive advantage (Lantos, 2002).
· Legitimacy Theory: Societal perceptions are crucial and may affect the survival of the business. (Deegan, 2002). Legitimacy theory suggested that CSR provides an important means of communicating with stakeholders’ and to make them convinced that the company is fulfilling their expectations (even when actual corporate behaviour remains at variance with some of these expectations (Branco & Rodrigues, 2008). 
However, this study was anchored on Stakeholders’ Theory  because Stakeholders’ theory is very basic theory to CSR and it is believed that economic value are created by various stakeholders’ who voluntarily come together and cooperate to improve everyone’s interest. It also explained the reasons why entity today, is considering the interests of not just the shareholders, but also that of customers, employees, communities, fellow businesses and the local environment that are affected by business practices. 
2.3.     Empirical Review

CSR is one of corporation’s responsibilities to its stakeholder and also a voluntary contribution by corporation to sustainable development (Matten and Moon, 2004). In the period of increasing corporate financial scandals CSR has become an important strategy for companies worldwide to redeem their image as these activities can potentially create a brand image for companies and develop positive relations with stakeholders (Yoon, Giirhan-Canli & Schwarz, 2006).
Corporate social responsibility may be referred to as "corporate citizenship" and can involve incurring short-term costs that do not provide an immediate financial benefit to the company, but instead promote positive social and environmental change. The term generally applies to company efforts that go beyond what may be required by regulators or environmental protection groups. The recent globalization demand companies to be more engaged in CSR activities (Chapple & Moon,2005). The concept of corporate social responsibility had been gaining importance in the past two decades. Recent studies suggest that corporate social responsibility is an instrument to increase firms’ legitimacy in the eyes of their stakeholders’ and to develop positive social responsibility images to furnish their reputations.
Anlesinya, Ahinsah, Bawa, Appoh and Bukari (2014) examined the effect of corporate social responsibility on financial performance of MTN Ghana Ltd. They selected a sample of 35 participants with the help of convenient sampling technique, with the use of Standard multiple regression and hierarchical multiple regression techniques for the study. They pointed out two types of result; one is that CSR did not have a significant result at the aggregate level but at the disaggregate level, community CSR was a positive relationship with financial performance whereas environmental CSR had a negative relationship with financial performance and at the same time employee CSR and customer CSR did not have significant negative and positive relationship respectively with financial performance of the companies under study.
Corporate Social Responsibility (CSR) is becoming one of the most important problems for organizations, with company survival being increasingly related to corporate image, to social, environmental, and ethical performance as well as to sales. Corporate Social Responsibility (CSR) had emerged as a powerful tool for making corporate organizations become part of the larger society and being accountable to the society for their actions. CSR considered the impact of the company’s actions and operations in a way that balances the short-term profit needs of the company with society’s long term needs, thus ensuring the company’s survival in a healthy environment.
A study carried out by Kanwal, Khanam, Nasreem and Hameed (2013) explored some of the large corporations in Pakistan and determined that corporations having prominent CSR campaigns and large CSR spending had experienced positive relationship between their CSR efforts and the financial performance of their organization. The result revealed that spending on CSR had helped these corporations in benefiting from sustainable image development and financial returns. 
In another study by Murtaza, Akhtar, Ijaz and Sadiqa (2014) on the food sector of Pakistan, it was concluded that the higher the spending of firm on social exercises, the higher are the benefits with regards to financial gains and image building.
Malik and Nadeem (2014) examined the impact of CSR on firm’s financial performance in the banking sector of Pakistan. Using regression model, the result revealed that there is positive correlation between CSR implementation program by the organizations and the profits earned in the long run. The researchers had linked these findings with the overall lack of CSR in Pakistan which according to them resulted in high impact of such activities on the profits of the corporations.
In a study carried out by Chetty, Naidoo and Seetharam (2014) on South African firms, the researchers had interrogated if it is worth spending on CSR to gain long run benefits even if it requires a sacrifice in short term profits. The researchers took 10 years data starting 2004-2013 and found that there is no significant relationship between firms CSR efforts and long run financial performance of the firm. Similarly, in another study carried out by (Hirigoyen and Rehm, 2015) also found that there is negative relationship between CSR and firm’s financial performance and increasing CSR spend results in decreasing returns and profits.
Kim, Kim and Qian (2015) examined the association between CSR and the firm’s financial performance using competitive action perspective of 113 listed firms from the software industry in the U.S. for the period of 2000-2005 and found that competitive action has higher impact on firm’s financial performance than firm’s CSR and other moral initiatives. The researchers established that if the competitive action level is high, the CSR activities (positive CSR) leads to higher financial performance, however if the competitive action level is low, then the socially irresponsible activities (negative CSR) also leads to high financial performance. Hence it was concluded that for CSR to have positive impact on firm’s financial performance, competitive action level of the firm should also be high.
Cyrus (2013) stated that the relationship between corporate social responsibility (CSR) practice and firm performance with some studies showing positive relationship. It is with this background that this study sought to establish the relationship between corporate social responsibility practice and profit of firms listed in the manufacturing companies.


Igbal, Ahmed, Basheer and Nadeem (2012) examined the relationship of CSR with financial performance, market value of share and financial leverage of 156 listed companies on Karachi Stock Exchange for the period of 2010-11. Descriptive statistics, correlation and regression were adopted for the study. The study shown a mixed result, i.e., CSR negatively affected the market value of those companies, CSR did not have any influence on those companies and there was no relationship between CSR and financial leverage.


Mujahid and Abdullah (2014) studied the dependency of CSR on firm’s financial performance as well as on shareholders’ wealth in Pakistan with 10 selected firms which are highly rated as CSR firms and 10 non- CSR firms to see the differences in their financial performances and shareholders wealth as well. Return on Equity (ROE), Return on Assets (ROA) and Ratios (profitability ratio) as financial performance indicators and stock price and earnings per share (EPS) for representing shareholders’ wealth. They adopted a mixed methodology (financial analysis and literature review) in the study. The result revealed that there was positive and significant relationship between CSR and financial performance and shareholders’ wealth as well. 


Siddiq and  Javed (2014) investigated the effect of CSR on the organizational performance of six companies listed in Pakistani Index. They selected CSR, which is measured by perceived CSR and perceived stakeholder relationship as an independent variable and for dependent variable they chosen ROA and Total Turnover (TT) as indicators of organizational performance. The study adopted descriptive statistics, Pearson’s correlation and regression for analyzing the data (both primary and secondary). The correlation result showed that both CSR and organizational performance were positively correlated whereas regression result depicted that perceived CSR had positive and insignificant relationship with organizational performance but perceived stakeholders relationship affected the organizational performance negatively as well as insignificantly. 


Kiran, Kakakhel and Saheen (2015) investigated the influence of CSR on financial performance of 10 Oil and Gas companies listed on the Karachi Stock Exchange for the period 2006- 13. Correlation and regression analyses were adopted in the study. The study revealed three different types of results: the first one was positive relationship between CSR and net profit & net profit margin; the second one was negative relationship between CSR and total assets and the last one was insignificant relationship between CSR and firm’s profitability. 


Malik and Nadeem (2014) examined how far CSR influenced the financial performance of banks in Pakistan for the period of 2008-12. Regression analysis was used to conduct the study and the result revealed positive relationship between CSR and profitability indicators, viz., EPS, ROE, ROA and Net Profit.


Mehar and Rahat (2007) examined CSR with a view to finding out whether there is any impact of CSR on the corporate financial performance (CFP) of eight companies in the pharmaceutical industry in Karachi. Using t-test, the result showed that there was no significant relationship between CSR and CFP


Aga, Khan, Wasim and Shah (2012) investigated how far CSR practices affects the Financial Performance of 10 pharmaceutical companies of Peshawar, Pakistan; using Cronbach’s Alpha to get the reliability of data and correlation and regression, to have the result. The result revealed that CSR was significantly related to financial performance of the companies under study.


Kakakhel, Iiyas, Igbal and Affef (2014) examined the influence of CSR on financial performance of 15 cement companies listed on Karachi Stock Exchange in Pakistan for the period of 2008- 14. Hausman test fixed model was adopted in the study. The result revealed that corporate social responsibility had positive and significant relationship with financial performance of these companies.


Ahmed and Islam (2012) studied the interaction between CSR and financial performance (CFP) of banking sector in Bangladesh with the use of t-test to conduct the study. The result revealed that the banks that were dealing with a high CSR had a higher CFP compared to the banks that were not dealing with CSR activities at a satisfactory level. 


Rahman, Rashid and Haque (2014) examined how effective CSR expenditure on the profitability on Jamuna Bank Ltd. (JBL) in Bangladesh for the period of 2007-12. They used CSR and profitability as the independent and the dependent variable respectively. Using ordinary least squares and Student’s t- test, the result revealed that profit after tax (PAT) was not significantly affected by CSR expenditure. 


Raihan, Baskar and Islam (2015) studied Corporate Social Responsibility expenditure and Financial Performance of Islamic Bank Bangladesh Ltd (IBBL) to know how far CSR expenditure of this bank influences its financial performance for the period of 2008-12. Return on Equity (ROE) and Deposit per Employee (DPE) as the profitability measure and the productivity measure respectively. They adopted descriptive statistics, multiple correlation and regression analysis to conduct the study. The result showed that most of the CSR activities had negative correlation with DPE. 


Khan, Raham, Ullah and Tanu (2016) examined the influence of corporate social responsibility on financial performance of Southeast Bank Ltd (SEBL). ROA, ROE, EPS and Net Profit (NP) were used as the financial performance indicators. Using percentage, average and correlation coefficient, they concluded that there was positive relationship between CSR and ROA, ROE, EPS & Net Profit. 


Mahtab (2005) studied the relationship between CSR practices and Financial Performance of 5 Multinational Companies (MNCs) that are listed in DSE (Dhaka Stock Exchange) for a period of 2010 – 2014. Correlation and regression analysis was adopted in his study. He used Net Profit (NP), Net Profit Margin (NPM), Total Assets (TA), ROA and ROE. The correlation result revealed positive relation among CSR and all other variables, whereas regression analysis showed an insignificant influence of CSR on all other variables except net profit margin. 


Scholtens (2008) investigated the relationship between CSR and financial performance of a sample of 289 firms from the US for the period of 1991-2004, using OLS and Granger Causation method. The author concluded that CSR and financial performance were correlated to each other and financial performance (both risk and return) in general terms precedes social performance (both strengths and concerns). But some components of CSR like community involvement, employee relations, diversity, environment and product may not have the positive relationship with financial performance in respect of return and risk.  


Foote, Gaffney and Evans (2010) examined the impact of corporate social responsibility on performance of organization in the perspective of Malcolm Baldrige criteria of the USA and also compared this with the current academic thought. They had gone through various theories of firm’s management, current academic thought and research to carry out the study in the criteria of Malcolm Baldrige. The result concluded that there was positive influence of corporate social responsibility on firm’s performance as supported by the literature.


Jackson and Hua (2009) examined the relationship between CSR and financial performance of lodging and gaming companies in the US of 10 selected top socially responsible companies (which have been ranked in Fortune’s 2007) and other publicly traded non-ranked CSR firms from CRSP and Margent database. Profit Margin and ROE were used as the financial performance indicators. They adopted correlation and t-test to conduct the study. The result revealed that socially responsible companies have better financial performance than nonsocial responsible companies. 


Lin, Yung and Liou (2009) examined the impact of CSR on financial performance of 1000 Taiwanese companies for the period of 2002-04. They used Jensen measure, the amended Jensen’s measure, Treynor’s measure, Sharpe’s measure, mean corpuscular volume (MCV) measure and regression analysis to conduct the study. The result showed that in the short period, CSR did not have much positive influence on financial performance but it had a positive advantage in the long period. 


Anlesinya, Ahinsah, Bawa, Appoh and Bukari (2014) examined the effect of corporate social responsibility on financial performance of MTN Ghana Ltd. 35 participants were selected with the aid of convenient sampling technique. Standard multiple regression and hierarchical multiple regression techniques were adopted in the study. They pointed out two types of result; one is that CSR did not have significant result at the aggregate level but at the disaggregate level, community CSR had positive relationship with financial performance whereas environmental CSR had negative relationship with financial performance and at the same time employee CSR and customer CSR did not have significant negative and positive relationship respectively with financial performance of the companies under study.


Ofori, Nyuur and S-Darko (2011) investigated how far corporate social responsibility affects the financial performance of 22 commercial banks in Ghana. They selected a sample of 22 commercial banks in Ghana. They selected corporate social responsibility as an independent variable and financial performance as a dependent variable. Cronbach’s Alpha, descriptive statistics, inferential statistics, mean scores, standard deviation, ANOVA, Pearson correlation and multiple regressions were adopted to carried out the study. The result showed that the financial performance of these banks depends on control variables, viz. size, growth, origin and debt ratio, rather than on CSR, though CSR and financial performance were positively correlated with each other.


Babola (2012), examined the relationship between CSR and firms’ profitability of ten randomly selected companies which are listed in Nigerian Stock Exchange for the period of 1999- 2008; using OLS method, he concluded that there was negative relationship between CSR and firm’s profitability and most of the Nigerian companies spend little amount for the CSR activities which was less than ten percent of their annual profit. He recommended that Nigerian Government should build up some rules and regulations regarding CSR, so that every company would be bound to do social accounting and socially responsible activities.


Fasanya and Onakoya (2013) studied the influence of CSR on financial performance of firms in Nigeria with a case study of Cadbury Nigeria Plc. They adopted descriptive techniques as well as chi-square and the result revealed that CSR had positive relationship with financial performance of firm in Nigeria.


Akanbi and Ofoegbu (2012) investigated the influence of CSR on organizational performance of United Bank for Africa in Lagos. T-test, regression, Pearson correlation and ANOVA were used to conduct the study. The study showed that there was positive relationship between various dimensions of CSR and organizational performance.


Monsuru and Abdulazeez (2014) examined the impact of CSR activity disclosure of 12 commercial Nigerian banks for the year 2012 only. They selected CSR disclosure scores, bank’s size and owner’s equity as independent variable whereas bank’s profitability indicated by ROE as dependent variable. By using multiple regression analysis, they found that banks profitability had positive relationship with CSR disclosure and bank’s size, but there was a relationship between owner’s equity of bank and bank’s profitability. They recommended that banks should have a proper management in the case of CSR expenditure and its disclosure in annual report and banks should clean up all forms of pollution, provide infrastructure facilities as well as develop the society. 


Weshah, Dahiyat, Awwad and Hajjat (2012) examined the relationship between CSR and bank size, the level of risk in bank & advertising intensity on one hand and corporate financial performance, on the other hand, for thirteen Jordanian commercial banks which are listed in Jordanian stock exchange for the year 2011. Simple regression and multiple regressions were used to carry out the study. The result revealed that there was positive relationship between CSR and CFP and also that CFP also had positive relationship with bank size, the level of risk in bank and advertisement expenses of these banks. 


Fu,Wang and Jia (2012) investigated the association between corporate social performance (CSP) and financial performance (CFP) of Chinese companies with 1228 and 1251 samples for the year 2005-06, 1577 and 1603 samples for the year 2009-10. They used Tobin’s Q ratio, descriptive statistics and correlation and regression analysis to conduct the study. They concluded that negative relationship exit between CSP and CFP. They had also pointed out some factors that also influenced the relationship of CSP and CFP of Chinese companies, their special ownership structure, governance structure, culture, back ground and wage rigidity. 


Adeneye and Ahmad (2015) assessed the influence of CSR on company performance. Data were collected from 500 UK companies. They selected market to book value (MBV), company size and return on capital employed (ROCE) as the performance indicator of these companies. Descriptive statistics, regression and Pearson correlation were carried out to conduct the study. The result showed that CSR has positive relationship with MBV and on ROCE but it was a negative relationship with size of companies. They had recommended that doing more CSR activity for getting more competitive advantage. 


Gasti and Ameyibor (2016) studied the association between CSR and working capital of 43 UK companies which are listed on London Stock Exchange for the period of 2005-12. They adopted panel unit root, correlation, collinearity and heteroskedasticity consistent covariance test (white). The result revealed non- significant positive relationship between CSR and working capital of 43 UK companies.


Ekatah, Samy, Bampton and Halabi (2011) studied the relationship between CSR and profitability of Royal Dutch Shell Plc in UK for the period of 2001-05. Content analysis and case study method used in the study. The result revealed positive relationship between CSR and profitability of these companies. 


Dzhavatonva, Rashadovna and Alexandrovna (2014) examined the impact of CSR on financial efficiency of 10 large companies taken from energy sector of Fusion Federation in Russia for the year 2009-2011. Based on linear correlation coefficient Ordinary Least Square (OLS) regression and descriptive statistics, the result showed that there was positive relationship between CSR and firm’s financial efficiency.


Morcan, Rus, Draghili, Ivacu and Turi (2015) studied the CSR practices in the banking sector in Romania that how CSR will provide to value creation in this banking industry. They concluded that CSR was an actual instrument in the banking industry to develop their economic situation. They pointed out that CSR had a number of benefits such as economic efficiency, improve company reputation, employee loyalty, communication between banking industry and society, attractive new opportunities and increase organizational commitment. 


Kamarta and Kartikaningdyah (2015) examined the impact of CSR on financial performance of mining and basic industry chemicals for the period of 2009- 12. They adopted purposive sampling and taken 24 companies which are listed in Indonesia Stock Exchange. They used profitability ratios, viz. Return on Asset (ROA), Return on Equity (ROE), Net Profit Margin and Earning per Share (EPS) as financial performance indicators. By using multiple regression analysis, they observed that CSR 70 Lakshmi Das and Amalendu Bhunia: The Impact of CSR on Firms’ Financial Performance – A Literature Review had a partial significant effect on ROA and Net Profit Margin but CSR had no significant impact on ROE and EPS. 


Vitezic (2011) examined the association between efficiency of firm and socially responsible business performance in Croatian enterprises for the year 1993-2010. He used sample of 22 enterprises which submit public report on socially responsibility and 20 enterprises which did not report on socially responsibility from Zagreb Stock Exchange. Efficiency has been indicated by financial ratios such as ROA, ROE, ROS and Price/ Earnings ratio. Univariate correlation, descriptive statistics, t-test were used in this research paper. The result revealed that efficiency of a firm depends on socially responsible business performance. 

Ahamed, Almsafir and Al-Smadi (2014) evaluated the association between CSR and CFP of Malaysian companies which are listed in Bursa Malaysia for the period of 2007—2011. They selected various dimensions of CSR like workplace, community, environment and marketplace as independent variables and Return on Asset (ROA) and Return on Equity (ROE), the financial performance indicator, as dependent variable. Regression analysis was employed to conduct the study. The study showed that CSR had positive relationship not only with ROA and ROE but also with firm size and firm revenue as a control variable.


Yousoff and Adamu (2016) examined the association between CSR activities and financial performance of Malaysian Public listed companies for the period of 2009-13. Sample size consists of Malaysian top 100 companies, from Malaysia Stock Exchange (Bursa Malaysia), through purposive sampling. They selected environment, community, workplace and market place as independent variables (components of CSR) and Return on Equity (ROE) & Earning per Share (EPS) (indicators of financial performance) as dependent variables. Using Pearson correlation test, the results revealed that four independent variables had a positive relationship with two dependent variables viz. CSR and financial performance was positively correlated. 


Ozcelik, Ozturk and Gursakal (2014) examined the interconnection between CSR and Financial Performance of BorsaI stambul 100 index companies for the year 2010-12. They adopted independent t-test and logistic regression to conduct the study. The result pointed out that firm size and CSR were positively correlated but there was no relationship between CSR and financial performance of these companies. . 

Brine, Brown and Hackett ( 2007) aimed at studying the correlation between CSR and financial performance of a sample of 277 ASE (Australian Security Exchange) listed companies in Australia for the year 2005. They adopted Ordinary Least Square regression method to conduct the study. The result revealed that there was no statistically significant relationship between CSR and financial performance of these companies in Australia.


Valmohammadi (2014) aimed at investigating the influence of seven dimensions of CSR (such as organizational governance, human rights, labour practices, the environment, fair operating practices, consumer issues and community involvement and development) on organizational performance in Iran. He used a sample of 207 Iranian manufacturing and service firms. For conducting the study, structural equation model had been adopted. The result showed significant positive relationship between CSR and organizational performance of these companies. 


Lu, Chang and Tu (2009) examined the impact of CSR on organizational performance of container shipping in Taiwan (China). After doing exploratory analysis, they employed three dimensions of CSR (namely community involvement and environment, disclosure and employee and customer interests) as dependent variables and both financial and non-financial performance as independent variables. They used Cronbach’s Alpha, ANOVA and multiple regressions to analysis the data. The result revealed that ‘community involvement and environment’ and ‘disclosure’ had positive relationship with financial performance but ‘employee and customer interests’ had positive impact on non-financial performance of these companies.


Sandhu and Kapoor (2005) studied the association of CSR and financial performance by using correlation and regression analysis of 20 leading companies in India for the period of 2000-03. The result revealed that there was no significant relationship between CSR and financial performance of these companies. 


Sankar (2014) studied the various research papers relating to the association between CSR initiatives of various organizations and their financial performance. The findings of this study showed a mixed association between CSR and financial performance. On the basis of prior study, the author concluded that CSR had positive relationship with financial performance of firms.


Yadav and Gupta ( 2015) aimed at investigating the influence of CSR activities on financial performance of 5 private companies in India such as Tata Steel, RIL, Mahindra & Mahindra, Infosys and Larsen & Toubro for the year 2010-14. They adopted return on net worth, profit before tax and EPS as the financial performance indicators. With the help of regression analysis and ANOVA, the result revealed that CSR has an insignificant relationship with return on net worth but it was a positive relationship with EPS of these companies.


Bhunia (2012) examined the interaction between CSR and firm’s financial performance of the firms listed in Sensex of Bombay Stock Exchange (BSE) for the period from 2008 to 2011 by using descriptive statistics and regression statistics of Hausman test model. The result revealed a positive relationship between CSR and financial performance. He also observed that the firms did not conduct CSR activities at a satisfactory level. The author pointed out that the positive effect of CSR on firm’s financial performance has been reduced by the financial crisis in 2008.


Govindrajan and Amilan (2013) investigated the impact of CSR initiatives on financial performance as well as market performance of 12 companies from oil and gas industry in India for the period of 2007-10. ANOVA, Chi-square, Karl Pearson’s correlation, regression and descriptive statistics were adopted to conduct the study. They concluded that CSR had positive effect on financial performance as well as market performance of oil and gas industry in India. 


Chaudhury, Das and Sahoo (2011) studied CSR practices of 12 banking and financial institutions (chosen under stratified random sampling method) with the case study method for the period of 2007-10. The result showed that banking sector and financial sectors are directly related to social banking and developing banking approach but both of them failed to do CSR practices in satisfactory manner because of lacking coordination among Government, corporate and non-Government organization’s effort.


Moharna (2013) investigated the CSR activities of public sector banks namely Allahabad bank, Andhra bank, Bank of Baroda, State Bank of India and UCO Bank. The result showed the most of the banks are doing CSR activities in the area of rural development, education, community welfare, women and children. The author concluded that these banks were not doing CSR practices in a satisfactory manner.


Singh, Srivastava and Rastogi (2013) worked on CSR activities and CSR reporting practices as well as present status of CSR practices in banking sector. For the sample they have selected two public banks, viz. State Bank of India and Punjab National Bank and two private banks, viz. HDFC Bank and ICICI Bank. They observed that most of banks, whether public or private, were doing CSR activities, but not disclosing the amount spending on CSR activities in their website. They suggested that RBI should distinguish between banks in respect of CSR practices and fix a certain percentage to be spend by bank and also set up a committee to monitor on banks activities toward CSR.


Vijay and Divya (2014) studied the various CSR activities done by Indian commercial banks and wanted to know customer satisfaction as a part of CSR and also investigated the influence of CSR on Indian commercial banks in pre and post-period of banking activity in respect of CSR implementation for the period of 2000-01 to 2012-13. They adopted descriptive statistics analysis, trend coefficient and chow test to conduct the study. The result revealed that commercial banks were providing a good level of customer satisfaction as the CSR was a concerned and the performance level of these banks increases as due to implementation of CSR. They suggested disclosing the amount of CSR expenditure in their annual reports. 


Sharma and Aggarwal (2016) studied the CSR activities done by 12 public and 7 private sector banks in India for the period of 2014-15 and wanted to see if there was any difference regarding the CSR practices between the two types of banks in India. They pointed out that most of the banks were not spending 2% shares of average net profit of preceding three years on CSR and public sector banks were performing CSR activities better than private sector banks. Also they observed that most of the banks are performing CSR activities in the area of rural development, education, community welfare, women and children.

The result of existing researches on CSR and its association with financial performance, shareholder’s value and investor’s perspective, among other economic and financial parameters are inconclusive. Results of some studies showed a positive relationship between CSR and profitability, on the other hand some concluded that negative relationship exists while some gave a non-significant relationship. These views have been tabulated below.

Table 2.3: Scholars' Findings on Effect of CSR on Financial Performance
	S/N
	Author
	Model Employed
	CSR and Performance Measure
	Findings and Recommendation

	1
	Choi, Kwak, & Choe
(2010)
	Panel Model
	CSR was measured by both equal-weighted CSR index and a stakeholder-weighted index. Corporate financial performance was measured by Return on Assets, Return on Equity and Tobin’s Q.
	The result revealed that positive and significant relationship between corporate financial performance and the stakeholder-weighted CSR index but not the equal-weighted CSR index.

	2
	Babalola,

(2012)


	Ordinary Least Square


	CSR investment was used as proxy for CSR. Profit after Tax was used as proxy for financial performance.
	The result showed a negative relationship between CSR investment and profit after Tax.



	3
	Igbal, Ahmed, Basheer and Nadeem (2012)

	Ordinary Least Square


	Proxies for CSR are: corporate governance, business ethical

principles, environmental compliance, social compliance,

disclosure environmental and social report, product integrity,

corporate giving and community investment. Using Return

on Assets and Return on Equity as proxies for financial performance.
	The result showed that CSR has no effect on financial performance.



	4
	Uadiale and Fagbemi. (2012)

	Multiple Linear

Regression


	CSR was measured by: community performance,

Environmental management system and employee relations.

Performance was measured by return on equity and return on

assets.
	The results showed that CSR has a positive and significant

association with the financial performance measures.



	5
	Enahoro, Akinyomi and Olutoye. (2013)

	Multiple Linear

Regression


	CSR was measured by companies’ CSR investment while performance was measured using PBT and companies’ turnover


	The results showed a significant relationship between CSR and profit before tax on one hand; and CSR and turnover on the other hand. It was recommended that firms increase their investments in CSR as this would boost their financial performance in the long run.

	6
	Igba, Ahmad,

Bashi and Sattar
(2014)
	Ordinary Least Square


	CSR was measured by donations and financial performance was measured by Net Profit and Earnings Per Share.
	There is a positive association between CSR and financial performance in banking sector of Pakistan.


Source: Compiled by the Author

2.4 Research Gap

From the review of literature, it has been discovered that series of studies have been conducted on CSR especially on multinational companies (MNCs)  and banking industries in Nigeria and across the globe but few or limited investigations had been carried out on manufacturing industries in Nigeria. This study therefore aims at examining the impact of CSR on the financial performance of listed Manufacturing Companies in Nigeria.
CHAPTER THREE

METHODOLOGY

This chapter dealt with the research methodology adopted for the study. It focuses on the study area, research design, and population of the study, sample size and sampling technique, sources of data and method of data analysis used for the study

3.1. Research Design

A research design specifies the procedures for collecting and analyzing data necessary to help solve a problem (Arvidsson, 2011). This section concentrates on the research design used in finding the empirical results. The research design adopted is ex post facto design. This is because the financial statement which represent past activities of the selected listed Manufacturing Companies was used in the study (Asaolu, Agboola, Ayoola and Salawu, 2011). The purpose of this design was to enhance gathering of reliable information and generation of adequate data on the variables of research interest to engender detailed and reliable analysis.

3.2   Study Area

This study sought to examine the impact of Corporate Social Responsibility (CSR) on Financial Performance of listed Manufacturing Companies in Nigeria.

3.3   Population of Study

The population of this study consisted of sixty five (65) listed manufacturing companies in five (5) subsectors of the Nigerian Stock Exchange as at the time of this research. These subsectors are Industrial goods, Healthcare, Agriculture, Conglomerates and Consumers’ goods. The choice of these subsectors was informed by the fact that they represented the most environmentally visible and sensitive subsectors of the manufacturing companies in Nigeria. 
3.4   Sample Size and Sampling Techniques
For the purpose of this study, the population is stratified according to the subsectors of interest. Since there are 5 subsectors, there are 5 strata. Each stratum was taken as an independent population and 50% was applied across the strata in drawing sample from each stratum. This procedure resulted in the selection of 33 companies that voluntarily disclosed their corporate social responsibility activities. Random numbers were used for selecting the sampled companies. Further, the study excluded from the sample, those companies that have incomplete financial statements over the years under review. Therefore, out of the 33 companies only 11 emerged as the sample (see appendix III). (Mohammed, N. A; Saheed, Z and Oladele, O. K, 2016)
3.5     Sources of Data

This study adopted secondary data, sourced from the annual reports and accounts of sampled manufacturing companies for a period of fifteen (15) years i.e. 2002 -2016 which is in line with previous similar studies such as: Hackston and Milne (1996), Milne and Adler (1999) and Uadiale and Fagbemi (2011).

3.6   Method of Data Analysis 

To determine the impact of Corporate Social Responsibility (CSR) on Firms’ Performance in Nigeria, the analysis was carried out within a panel data estimation framework namely Random and Fixed Effects models as well as Pooled. The choice of the method adopted in this study was informed by the cross-sectional and time series features of the data. In addition, the approach usually makes provision for broader set of data points and it helps in addressing heterogeneity and endogeneity problems that prevail in time series and cross-sectional (panel data) analysis. Panel data estimation allows for the control of individual-specific effects usually unobservable which may be correlated with other explanatory variables included in the specification of the relationship between dependent and explanatory variables (Hausman & Taylor, 1981)
With additional and more informative data, one can get more reliable estimates and test more sophisticated behavioral models with less restrictive assumptions (Baltagi & Black,  2005). Pooling data across different countries allows for increasing the degrees of freedom on one hand; and offers a better way of comparing the results than running separate regressions.
This study presents pooled, random and fixed effect models, but the choice of lead model depends on results obtained using the Lagrangian Multiplier (LM) and Hausman model specification tests. The statistical method used in hypothesis testing is multiple regression analysis which has been discussed in this section. Previous studies defined a statistical hypothesis as a proposition, or set of propositions, set forth as an explanation for the occurrence of some specified group of phenomena, either asserted merely as a provisional conjecture to guide investigation (working hypothesis) or accepted as highly probable in the light of established facts. This assumption may or may not be true. Hence, this hypothesis can be rejected or accepted based on statistical test results. 
Null hypothesis is set up to be rejected or accepted depending on the outcome of the analysis. Alternate hypothesis is the hypothesis used in hypothesis testing that is contrary to the null hypothesis.  If the null hypothesis is rejected, this implies that corporate social responsibility influences firm performance. Then, the relationship direction could be either positive (implying that corporate social responsibility enhances firm performance) or negative (suggesting that corporate social responsibility dampens firm performance). On the other hand, failure to reject the null hypothesis suggests that corporate social responsibility activities do not influence firms’ performance. 
The level of significance (p-value or alpha level) is a critical probability related to a statistical hypothesis test which indicates how likely an inference supports a difference between an observed value and some statistical expectation. For the purpose of this study, 1%, 5% and 10% levels of significance were adopted for accepting or rejecting the null hypotheses.
3.7   Estimation Technique

The basic framework for panel data regression takes the form:
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In equation 1, the heterogeneity or individual effect is 
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 which may represent a constant term and a set of observable and unobservable variables (Individual effect). When the individual effect 
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 contains only a constant term, OLS estimation provides a consistent and efficient estimates of the underlying parameters (Kyereboah-Coleman and Biekpe, 2007); but if 
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 , then emerges the need to use other estimation method because OLS will give rise to biased and inconsistent estimates.

Similarly for endogeneity issues, it is generally assumed that the explanatory variables on the right hand side of the regression equation are statistically independent of the disturbance  [image: image7.png]


 such that the disturbance term  [image: image9.png]


 is assumed to be uncorrelated with columns of the parameters 
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 (Hausman and Taylor, 1981); (Nakamura and Nakamura, 1981). If this assumption is violated, then OLS estimation will yield biased estimates of the underlying parameters of 
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 . This condition is also applicable regardless of the infinite large sample of observations taken during the estimation process, because the OLS estimation will not be a consistent estimator of the true underlying values (Gujarati, 2003).  

Hence, endogeneity problems arise when the explanatory variables are correlated with the disturbance term [image: image16.png]


 (Hausman amd Taylor, 1981). In order to circumvent these problems, panel estimation techniques of fixed and random effects was adopted, in addition to the traditional pooled regression estimation. The random effect estimator was used if the individual specific component is assumed to be random with respect to the explanatory variables. The fixed effects estimator was also used if the individual specific component is not independent with respect to the explanatory variables. Decisions would be made between the fixed and random effect models using the Hausman specification test.

3.8   Model Specification

Following the theoretical model that says firms’ financial performance (proxied by Turnover and Profit before Tax) depend on corporate social responsibility, the model in a functional form is specified as shown below;
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Furthermore, the study incorporates a set of standard control variables i.e. Firm Size, Firms Age and Leverage, that are known to be determinants of firms’ performance in literature into the model and the functional relationship is presented as; 
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(3)

Where 

PERF
=     Firms’ Performance Indicator (Proxied by Turnover and Profit before Tax)

FRMS
=     Firm Size (Natural Logarithm of Total Asset)

FRMA
=       Firm Age (Current Year – Year of Incorporation)

LEVR
=       Financial Leverage (Ratio of Total Debt over Total Asset)

The subscript i represents the entity or each listed company at time (t), while subscript t represents the year, t = 2002… 2016.The explicit models for Pooled, Fixed and Random effects models are as presented below; 
3.8.1   Pooled panel regression models

The starting model is the pooled panel model where it is assumed that any heterogeneity across firms has been averaged out.  Thus the pooled estimation is given as:
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Where,
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= 
Error Term

β0

=          Constant

β1 – β4

=              Coefficients

3.8.2.     Fixed panel regression model
 The fixed effect model assumed that individual heterogeneity is captured by the intercept term. This means every individual is assigned its intercept 
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 while the slope coefficients are the same, and the heterogeneity is associated with the repressors’ on the right hand side.
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 is a dummy variable and [image: image35.png]


is an unobserved effect like time.
3.8.3.    Random effect model

The random effect model assumes that the individual heterogeneity is uncorrelated with (or, more strongly, statistically independent of) all the observed variables. Going by this assumption the following model is specified;
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 is often called the composite error.
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 = is an unobserved effect like time.
3.8.4.      Measurement and explanation of identified variables 
For the purpose of this study, the following variables are identified:

The dependent variable for the study is Turnover (TURN) and Profit Before Tax (PBT) and independent variable is Corporate Social Responsibility (CSR), while the control variables are Firms size (FRMS), Firms age (FRMA) and Leverage (LEVR).
Table 3.1   Summary of Measurement of variables

	VARIABLES
	ABBREVIATION
	DEFINITION

	Dependent Variable: Financial Performance Measures 

	Turnover
	TURN
	The sales or revenue or amount, in a monetary unit, earned during a period of time.

	Profit before tax
	PBT
	The operating expenses except for income tax.

	Independent Variables: CSR and Control Variables

	Corporate Social Responsibility
	CSR
	The aggregate expenditure on corporate social responsibilities activities.

	Firm size
	FRMS
	The natural log of total assets in the thousands of Naira of firm i for time period t. 

	Firm Age
	FRMA
	This is current year minus year of incorporation.

	Leverage
	LEVR
	Ratio of total liabilities to total assets x 100%


Source: Compiled by the Author 
Dependent Variable
Turnover (TURN) is the income that a business has from its normal business activities, usually from the sale of goods and services to customers. Revenue is also referred to as sales. It also refers to business income in general or the amount, in a monetary unit, earned during a period of time.
Profit Before Tax (PBT) is a profitability measure that looks at a company's profits before the company has to pay corporate income tax by deducting all expenses from revenue including interest expenses and operating expenses except for income tax. Becker-Blease, Kaen, Eteban and Bauman (2010), proxied profitability using earnings before interest and tax. According to them, EBIT separates management financing decision from the fundamental earnings power of the company.  In this study, we proxied profitability using the log of profit before interest and tax. The preference for profit before tax is based on the fact that it nullifies the effect of the different capital structures and tax rates used by different companies hence allowing for efficient comparison of corporate operations. (Enahoro et al, 2013).

Independent variable

Corporate Social Responsibility: In committing to corporate social responsibility, firms employ different means depending on the regulatory body/firms’ guidelines, size of the firms, stakeholders demand and management of the firms involved.  Such activities includes education, donations and gifts, road construction/maintenance, health care services and youth empowerment programs running into millions of naira. In previous studies on corporate social responsibility have used different proxies; however, this study considers aggregate expenditure on corporate social responsibilities. 
Control Variable
The study considers the effect of some selected manufacturing companies characteristics on the market value. The selected companies’ characteristics variables are firm size, firm age and leverage.

Financial leverage: The amount of debts the company has, it is measured by the proportion of total debts a company has relative to total assets, that is, Total debt/total assets (Hamidzadeh & Zeinali, 2015). Leverage is widely used as a control variable in corporate social responsibility and firm performance. In this study, leverage is taken to be the debt-to-assets ratio of each of the firms as used in Hamidzadeh and Zeinali (2015). It is computed using total liabilities divided by total assets x 100%.
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Firm size was referred to as the amount of assets the company has, it is measured by Log of total assets (Karami & Akhgar, 2014; Hribar & Nichols, 2007). Firm size has been identified as an important determinant of firm performance. Hribar & Nichols, (2007) argued that firm size has the capacity to capture business diversification in larger firms such that asset utilization and association with total accruals might differ due to economies of scale. The firm size was measured as the natural log of total assets in thousands of Naira of firm i for time period t.   [image: image47.png]FRMS = In(Total Assets)



    

Firms Age was defined as the number of years of incorporation of the company; even though some believe that listing age, should defined the age of the company (Shumway, 2001). He opined that, listing age is more economical since listing is a defining moment in the company’ life. Shumway's argument is debunked from the perspective of the company as a legal personality. As a legal person, a company is born through incorporation (Gitzmann, 2008; Pickering, 2011).  Maumdar (1997); Halil and Hassan (2012) and Dogan (2013) also defined Firm Age as the age of company since incorporation. In this study we believed firm age matters when one is considering firms performance and its determinants; hence our preference for the year of incorporation as the definition of the age of the company. 
CHAPTER FOUR

 RESULTS AND DISCUSSIONS
In this chapter, data were presented, analyzed, interpreted and findings were discussed. The financial statements of selected listed Manufacturing Companies were analyzed to examine the impact of Corporate Social Responsibility (CSR) on their Financial Performance. It also explored the relationship between Firm Size, Firms Age, Leverage and the performance indicators i.e. Turnover (TURN) and Profit before Tax (PBT). It also shows, the empirical results based on the formulated models in chapter three. In the entire regression analyses, panel corrected standard errors (robust standard error) are used and it was developed to control for heteroscedasticity effect. 
Disturbances are heteroscedastic when they have different variances. Heteroscedasticity usually arises in volatile high frequency time-series data such as daily observations in financial markets and in cross-section data where the scale of the dependent variable and the explanatory power of the model tend to vary across observations. Regression disturbances whose variances are not constant across observations are heteroscedastic. Heteroscedasticity also arises in numerous applications, in both cross-section and time-series data. For example, even after accounting for firm sizes, we expect to observe greater variation in the profits of large firms than in those of small ones.  (Gujarati, 2003)
Heteroscedasticity can also arise as a result of the presence of outliers. An outlying observation, or outlier, is an observation that is much different (either very small or very large) in relation to the observations in the sample. More precisely, an outlier is an observation from a different population that generating the remaining sample observations. The inclusion or exclusion of such an observation, especially if the sample size is small, can substantially alter the results of regression analysis. (Gujarati, 2003)
4.1   Descriptive Result

In this section, descriptive statistics of companies’ performance (TURN and PBT) and Corporate Social Responsibility (CSR) indicators as well as Firms Size (FRMS), Firms’ Age (FRMA) and Financial Leverage (LEVR) are presented in Table 4.1. From the table, the minimum and maximum natural logs of Turnover (TURN) are 14.47 and 19.56 respectively with an average of 17.31 and a standard deviation of 1.06. The average Profit before Tax (PBT) in log form is 17.11 and it ranges from 0.00 to 18.26 with a standard deviation of 1.38. Also, the result shown that, CSR takes value between 3.56 and 13.35 with an average value of 9.20 in log form and standard deviation of 2.16. The average age (FRMA) of the selected companies is 55years, and it ranges from 28 to 93 years. This means that the selected firms have been operating for years (averagely 55 years) and the information from their financial reports can be relied on.  

     Financial leverage (LEVR) has a mean of 0.60 with a standard deviation of 0.16. Firm Size (FRMS) has a minimum value of 14.99 and a maximum value of 20.04 with 1.06 as standard deviation and 17.39 as the average value.
Table 4.1: Summary Statistics

	VARIABLES
	N
	Mean
	Sd
	Min
	Max

	TURN(Nlog)
	165
	17.309
	1.056
	14.465
	19.564

	PBT(Nlog)
	165
	17.108
	1.377
	0.000
	18.259

	CSR(Nlog)
	165
	9.201
	2.157
	3.555
	13.345

	FRMS
	165
	17.390
	1.062
	14.990
	20.035

	FRMA
	165
	54.818
	15.571
	28.000
	93.000

	LEVR
	165
	0.603
	0.163
	0.307
	1.179


Source: Author’s Computation, from annual reports of selected firms on NSE using Stata 12
4.2   Correlation Analysis

Table 4.2 shows the correlation matrix for the variables used in this study. The result shows that there is a positive and significant association between CSR, FRMS, FRMA and TURN but weak correlation with LEVR. Similarly, there are positive and significant associations between CSR, FRMS, FRMA and PBT at 1% levels of significance. However, the association between PBT and LEVR is weak and insignificant.

Table 4.2: Correlation Matrix

	 
	TURN
	PBT
	CSR
	FRMS
	FRMA
	LEVR

	TURN
	1
	 
	 
	 
	 
	 

	PBT
	0.844***
	1
	 
	 
	 
	 

	CSR
	0.603***
	0.325***
	1
	 
	 
	 

	FRMS
	0.828***
	0.667***
	0.561***
	1
	 
	 

	FRMA
	0.305***
	0.206***
	0.195**
	0.410***
	1
	 

	LEVR
	0.005
	-0.049
	-0.126
	-0.001
	0.069
	1


Source: Author’s Computation, from annual reports of selected firm on NSE using Stata 12

*** p<0.01, ** p<0.05, * p<0.1

4.3 Empirical Analysis
Tables 4.3 and 4.4 present the results of the different regression models specified in this study. Columns 1, 2 and 3 illustrate Pooled (OLS), Random Effect (RE) and Fixed Effect (FE) models.  In each Table, under the pooled regression, it is assumed that the intercept is equal across companies and years. Also the study assumes different constant for each firm and performs both Fixed and Random Effect regressions. In the fixed effect regression, this study controls for time specific effect. In addition, the choice between pooled and random effect model is made by the Lagrangian Multiplier (LM) test statistics, while Hausman-Statistics is used to choose between Fixed and Random effect.

4.3.1       Effect of corporate social responsibility on turnover
Generally, the LM-statistics value of 295.16 (P-values of 0.0000 < 0.01) for Columns 1 and 2 in Table 4.3 rejects the null hypothesis that firms specific heterogeneity is equal to zero, thus accept the alternative hypothesis and conclude that firms’ specific heterogeneity exist. That is, pooled result is not appropriate. Based on the Hausman-Statistic value of 395.84 (P-value of 0.0000 < 0.01) for Columns 2 and 3 in the same table, the null hypothesis that ‘preferred model is Random effect’ is rejected, hence, fixed effect model is preferred.

Interpreting the results, the model goodness of fit statistics (F-statistic value of 199.50 (P –value of 0.0000 < 0.01)) reject the null hypothesis that the explanatory variables are jointly not statistically significant in explaining variations in TURN and on this ground the study accepts the alternative hypothesis and conclude that the explanatory variables jointly affect Turnover of the selected firms. The R-square value 0.931 indicates that the model variables successfully explain about 93.1% of changes in the performance indicator (TURN).
Specifically, the result in Column 2 of the table indicates that positive and significant relationship exists between CSR and TURN at 1% levels of significance. This implies that Corporate Social Responsibility indicator (CSR) is a determinant of Firms’ Performance (proxy by TURN). Similarly, with the Fixed Effect panel result, FRMS and FRMA have positive and significant relationship with TURN at 1 and 10% levels of significance respectively; indicating that the two variables improve the performance of the selected manufacturing companies in Nigeria. Conversely, the result indicates that negative but significant relationship exists between financial leverage and Turnover at 1% level of significance. This implies that firms’ performance reduces as LEVR increases. 

Table 4.3: Corporate Social Responsibility: Panel Data Analyses for Turnover

	
	(1)
	(2)
	(3)

	VARIABLES
	OLS
	RE
	FE

	
	
	
	

	CSR
	0.061***
	0.050***
	0.041**

	
	(0.000)
	(0.005)
	(0.054)

	FRMS
	0.818***
	0.712***
	0.614***

	
	(0.000)
	(0.000)
	(0.000)

	FRMA
	0.005**
	0.010*
	0.024*

	
	(0.014)
	(0.055)
	(0.071)

	LEVR
	0.551**
	-0.619***
	-0.746***

	
	(0.013)
	(0.000)
	(0.000)

	Constant
	1.944***
	4.297***
	5.369***

	
	(0.000)
	(0.000)
	(0.000)

	                                                         Model criteria / Goodness of Fit

	Observations
	165
	165
	165

	R-squared
	0.901
	0.928
	0.931

	Firm Effect
	NO
	YES
	YES

	Year Effect
	NO
	NO
	NO

	F-test
	439.3
	1234.0
	199.5

	Prob > F
	0.000
	0.000
	0.000

	LM Test
	295.16***
	

	Hausman
	
	395.84***


Source: Author’s Computation, from annual reports of selected firms on NSE using Stata 12

P Values in parentheses. (*** p<0.01, ** p<0.05, * p<0.1)

4.3.2    Effect of corporate social responsibility on profit before tax
            Table 4.4 presents the regression results of the effect of Corporate Social Responsibility (CSR) on the Performance indicators (PBT). Deciding between the pooled and random effect with LM test’s result 0.03 and (P-value of 0.0048 which is P < 0.01), the null hypothesis that variances across entities are ZERO is accepted. Hence, pooled regression result is preferred.

          The F-Statistics test value of 3.89 (P-value of 0.0048 < 0.01) implies that the variables used in this model are jointly significant in explaining variation in PBT. From the result, the R-squared value of 0.014 implies that all the explanatory variables can explain about 1.4% variation in PBT.

However, the result clearly shows that none of the variables is a major determinant of PBT during the period of this study. 

Table 4.4: Corporate Social Responsibility: Panel Data Analyses for Profit before Tax

	
	(1)
	(2)
	(3)

	VARIABLES
	OLS
	RE
	FE

	
	
	
	

	CSR
	-0.043
	-0.027
	-0.002

	
	(0.494)
	(0.284)
	(0.953)

	FRMS
	0.005
	-0.062
	-0.827

	
	(0.983)
	(0.824)
	(0.408)

	FRMA
	0.006
	0.006
	0.100

	
	(0.483)
	(0.440)
	(0.359)

	LEVR
	0.889
	0.815
	0.804

	
	(0.415)
	(0.337)
	(0.498)

	Constant
	16.574***
	17.590***
	25.522**

	
	(0.000)
	(0.000)
	(0.032)

	Model criteria / Goodness of Fit

	Observations
	165
	165
	165

	R-squared
	0.014
	0.01
	0.035

	Firm Effect
	NO
	YES
	YES

	Year Effect
	NO
	NO
	NO

	F-test
	3.89
	3.36
	0.428

	Prob > F
	0.0048
	0.499
	0.786

	LM Test
	0.030
	

	Hausman
	
	5.070


Source: Author’s Computation from annual reports of selected firms on NSE using Stata 12

P Values in parentheses (*** p<0.01, ** p<0.05, * p<0.1)

4.4   Hypothesis 
1. Corporate Social Responsibility has no significant impact on Turnover (TURN) of listed Manufacturing Companies in Nigeria.

2. There is no significant effect of Corporate Social Responsibility on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria.

3. Firm Size has no effect on Turnover (TURN) of listed Manufacturing Companies in Nigeria.
4. Firm Size has no significant effect on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria.
5. There is no significant effect of Firms Age on Turnover (TURN) of listed Manufacturing Companies in Nigeria.
6. Firms Age has no significant impact on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria.
7. Firm Leverage has no significant impact on Turnover (TURN) of listed Manufacturing Companies in Nigeria.
8. There is no significant effect of Leverage on Profit before Tax (PBT) of listed Manufacturing Companies in Nigeria.
Hypothesis Testing

Hypothesis 1

H0: Corporate Social Responsibility has no significant impact on Turnover of listed 
       Manufacturing Companies in Nigeria.

HA: Corporate Social Responsibility has significant impact on Turnover of listed Manufacturing 
       Companies in Nigeria.

From the results in Column 3 of Table 4.3 it was found that the relationships between corporate social responsibility (CSR)  and firm performance (measured by TURN) is positive and significant given the coefficients which is 0.041 and probability values of 0.000 less than 0.01. This means that the null hypothesis was rejected, thus alternative hypothesis was accepted and concluded that there is significant relationship between CSR and Turnover of selected listed Manufacturing Companies in Nigeria. That is, Corporate Social Responsibility has significant impact on firms’ performance (proxy by Turnover) during the period of this study.

Hypothesis 2

H0: There is no significant effect between Corporate Social Responsibility and Profit before Tax

       of listed Manufacturing Companies in Nigeria.

HA: There is significant effect between Corporate Social Responsibility and Profit before Tax of 

       listed Manufacturing Companies in Nigeria.

The result in column 1 of Table 4.4 shows that the coefficient of corporate social responsibility (CSR) is -0.043 with P-value of 0.0048 < 0.01. These imply that negative and insignificant relationship between CSR and firm performance (PBT). This soundly accepts the null hypothesis, thus rejects the alternative hypothesis and concluded that corporate social responsibility (CSR) has no significant effect on firm’s performance in terms of the Profit before Tax (PBT). 

Hypothesis 3

H0: Firm Size has no significant effect on Turnover (TURN) of listed Manufacturing Companies
       in Nigeria.
HA: Firm Size has significant effect on Turnover (TURN) of listed Manufacturing Companies in 

       Nigeria. 
From the results in Column 3 of Table 4.3 it was found that the relationships between Firm Size (FRMS) and Turnover is positive and significant given the coefficients which is 0.614 and probability values of 0.000 less than 0.01. This means that the null hypothesis is rejected, thus alternative hypothesis is accepted and concluded that there is significant relationship between Firm Size and Turnover of selected listed Manufacturing Companies in Nigeria. That is, Firm Size has significant effect on Firms’ Performance (proxy by Turnover) during the period of this study.

Hypothesis 4 
H0: Firm Size has no significant effect on Profit before Tax (PBT) of listed Manufacturing 

       Companies in Nigeria.
HA: Firm Size has significant effect on Profit before Tax (PBT) of listed Manufacturing

       Companies in Nigeria.

The result in column 1 of table 4.4 shown that, the relationship between Firm Size and Profit before Tax was positive but insignificant with coefficient of 0.005 and P value of 0.983. This means null hypothesis was accepted and concluded that Firm Size is not a major determinant of Profit before Tax (PBT) of selected listed Nigeria Manufacturing Companies under review.  

Hypothesis 5
H0: There is no significant effect of Firms Age on Turnover (TURN) of listed Manufacturing 
       Companies in Nigeria.
HA: Firms Age has significant effect on Turnover (TURN) of listed Manufacturing Companies

       in Nigeria.
The result in column 3 of Table 4.3 shown that, the coefficient of Firms Age (FRMA) is 0.024 with P-value of 0.071 < 0.1. These imply that positive and significant relationship exists between FRMS and Turnover. This means that the null hypothesis was rejected, thus alternative hypothesis was accepted and concluded that there is significant relationship between Firms Age and Turnover of selected listed Nigerian Manufacturing Companies. That is, Firms Age has significant effect on Firms’ Performance (proxy by Turnover) during the period of this study.
Hypothesis 6
H0: Firms Age has no significant impact on Profit before Tax (PBT) of listed Manufacturing 

       Companies in Nigeria.
HA: Firms Age has significant impact on Profit before Tax (PBT) of listed Manufacturing 
       Companies in Nigeria.
The result in column 1 of table 4.4 clearly shown that the relationship between Firms Age and Financial Performance (measured by Profit before Tax) is positive but insignificant with coefficient of 0.006 and P value of 0.483. This means null hypothesis is accepted and concluded that Firms Age has no significant effect on Firm’s Performance in terms of Profit before Tax (PBT) of selected listed Manufacturing Companies in Nigeria under review.
Hypothesis 7
H0: Firm Leverage has no significant impact on Turnover (TURN) of listed Manufacturing
       Companies in Nigeria.
HA: Firm Leverage has significant impact on Turnover (TURN) of listed Manufacturing
       Companies in Nigeria.
From the result in column 3 of Table 4.3, it shown that the coefficient of Firms Leverage (LEVR) is -0.746 with P-value of 0.000 < 0.01. These imply that negative and significant relationship exists between LEVR and Turnover. This means that the null hypothesis was rejected, thus alternative hypothesis was accepted and concluded that there is negative but significant relationship between Leverage and Turnover of selected listed Manufacturing Companies in Nigeria. This implies that Firm’s Performance in term of Turnover reduces as Leverage increases during the period of this study.
Hypothesis 8

H0: There is no significant effect of Leverage on Profit before Tax (PBT) of listed 

       Manufacturing Companies in Nigeria.
HA: There is significant effect of Leverage on Profit before Tax (PBT) of listed Manufacturing

       Companies in Nigeria.

The result in column 1 of table 4.4 shown that the relationship between Leverage (LEVR) and Financial Performance (measured by Profit before Tax) is positive but insignificant with coefficient of 0.889 and P value of 0.415. This means null hypothesis was accepted and concluded that Leverage (LEVR) has no significant effect on Firm’s Performance in terms of Profit before Tax (PBT) of selected listed Manufacturing Companies in Nigeria under review.
CHAPTER FIVE

              SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
This chapter deals with the summary of the study, the findings as well as conclusion and recommendations made, the study’s contribution to knowledge and suggestions for further research
5.1 Summary of Findings 

These are the findings on the impact of Corporate Social Responsibility (CSR) and Firm Performance of listed Manufacturing Companies in Nigeria.

The result shows that there is a positive and significant association between CSR, FRMS, FRMA and TURN but weak relationship with LEVR.

Similarly, there are positive and significant associations between CSR, FRMS, FRMA and PBT at 1% levels of significance but negative and insignificant relationship with LEVR. 

The result indicates that positive and significant relationship exists between CSR and TURN at 1% levels of significance. This implies that Corporate Social Responsibility indicator (CSR) is a determinant of Firms’ Performance (proxy by TURN).

Similarly, with the Fixed Effect panel result, FRMS and FRMA have positive and significant relationship with TURN at 1 and 10% levels of significant respectively; indicating that the two variables improve the performance of the selected listed Manufacturing Companies in Nigeria. 

Conversely, the result indicated that negative but significant relationship between Financial Leverage (LEVR) and TURN at 1% level of significance. This implies that Firms’ Performance reduces as LEVR increases.

It is also found that there are positive and significant relationships between Corporate Social Responsibility (CSR) and Firm Performance (measured by TURN).

It also implies that negative and insignificant relationship between CSR and Firm Performance (proxy of PBT).
With the OLS result, FRMS, FRMA and LEVR have positive and but insignificant relationship with PBT; indicating that all the control variables does not has any impact on selected listed Manufacturing Companies in Nigeria. 

5.2.    Conclusion
       Based on the above findings, it was concluded that,

       There is significant relationship between Corporate Social Responsibility (CSR) and Turnover of selected listed Manufacturing Companies in Nigeria. That is, Corporate Social Responsibility has significant impact on firms’ performance (proxy by Turnover) during the period of this study.
       Corporate Social Responsibility (CSR) has no significant effect on Firm’s Performance in terms of the Profit before Tax (PBT) of selected listed Manufacturing Companies in Nigeria.

Firm Size, Firm Age also have positive and significant relationship with TURN but negative and insignificant relationship exit between LEVR and TURN; while none of the control variables is a major determinant of PBT during the period. 
5.3      Recommendation
The following recommendations were made that:

 firms should engage in corporate social responsibility activities because, a socially responsible company is likely to have good reputation which may enable it to remain in business over a longer period of time and its survival will likely be less threatened. The simple reason for this, is that these firms have built greater loyalty and commitment from their stakeholders

management should continue support CSR activities because any organization that does not invest much in corporate social responsibilities, its long run existence is threaten. 

 business organizations cannot operate successfully without the cooperation of the society in which it is located. Therefore, Nigerian manufacturing firms should review their CSR policies to ensure that they are not just socially responsible, but to be seen so by the public and this would go a long way in providing a friendly environment for the companies to operate and also enhance sustainable development.
 government should also put Policy framework in place that will be design for corporate social responsibilities in Nigeria manufacturing Companies to ensure compliance by setting mechanisms and institutions for the implementation of CSR. 

5.4.      Contributions to knowledge

This research would enable the indigenous companies, the government as well as the general public to be exposed to the different type of corporate social responsibility strategies that are available. Knowledge of these would give them better informed on how the practice of Corporate Social Responsibility enhances the standard of living of stakeholders. The study has also provided an insight to assist policy makers enunciate policies capable of impacting positively on corporate social responsibility functions of Manufacturing Companies in Nigeria. 

Moreover, economic analysts will utilize the knowledge of this study in their analysis on the impact of corporate social responsibility function to the Nigeria industries. Finally, this study has assisted in broadening the frontier of knowledge in several ways. It has contributed to the enrichment of literature on corporate social responsibility and corporate performance. It has also suggested ways for enhancing the productive values of manufacturing company. 
5.5. Limitation of the Study

The major limitation of this study is the unavailability of some of the financial statements of the listed manufacturing Companies within the year under study, most of them were not hoisted on the net and the organizations involved are much reluctant to surrender the hard copies of the said financial statement with a view that it is not intended for research purpose. Closely related to this is the fact that the research work is limited by the little time frame at my disposal.

5.6.   Suggestions for further studies
This study focused on corporate social responsibility and financial performance in selected listed manufacturing companies in Nigeria. Reference is made only to manufacturing companies alone. It is therefore suggested that future studies can be extended to other areas like insurance, banking and telecommunication industries.
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1. DATA ANALYISIS
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. summarize CSR TURN PBT FRMS FRMA LEVR

    Variable 
|       Obs        
      Mean    
   Std. Dev.      
        Min       
        Max

-------------------
+---------------------------------------------------------------------------------------------------------------

          CSR 
|       164   
 9.201485   
 2.156869   
3.555348  
 13.34528        

        TURN  
|       165    
 17.30909    
 1.055678   
14.46466   
 19.56409

           PBT 
|       165     
   17.1076    
 1.376509      
              0   
 18.25886

        FRMS
|       165    
 17.38974    
 1.062483   
14.99026   
 20.03509

       FRMA
|       165    
 54.81818    
 15.57134         
             28              
             93

        LEVR
|       165   
 .6025427   
 .1625685  
 .3073313  
 1.179125

-----------------------+------------------------------------------------------------------------------------------------------------------

**////////////////////////////////////////////////////////////////////////////////////////////////////TURN//////////////////////////////////////////////////////////

. * Estimating Pooled Regression for TURN

. reg TURN CSR FRMS FRMA LEVR, vce (robust)

Linear regression                                     




 Number of obs     =           165

                                                       





 F(  4,   159)          =      439.34

                                                       





 Prob > F               =      0.0000

                                                        





 R-squared             =      0.9012

                                                       





 Root MSE             =     .33658

--------------------------------------------------------------------------------------------------------------------------------------------------

     
  |               
    Robust

TURN       |      
 Coef.   
    Std. Err.    
   t             P>|t|       
                     [95% Conf. 
Interval]

------------+------------------------------------------------------------------------------------------------------------------------------------

  CSR        |      .0611661   
   .0171703      
  3.56   
 0.000           
 .0272547   
  .0950774

FRMS       |      .8179735               .03724       
21.96   
 0.000          
 .7444246 
  .8915225

FRMA      |      .0045116           .0018122      
  2.49  
 0.014          
 .0009325   
  .0080907

LEVR       |      .5511867             .220013      
  2.51  
 0.013          
 .1166618   
  .9857116

_cons       |       1.944186           .5235769      
  3.71   
 0.000           
   .910124   
  2.978249

-------------------------------------------------------------------------------------------------------------------------------------------------

* Using the GLS Estimator 

. xtreg TURN CSR FRMS FRMA LEVR, re vce(robust)

Random-effects GLS regression                  


 Number of obs               =       
165

Group variable: COYID                           


Number of groups           =        
  11

R-sq: 
 within       =    0.9277                         


Obs per group: min         =        
  14

      
 between   =    0.8386                                        
           
                            avg       =                     14.9

      
 overall      =    0.8607                                                                                       max        =                        15

                                                



Wald chi2(4)                    =               1233.74

corr(u_i, X)   = 0 (assumed)                    


Prob > chi2                       =                 0.0000

                                 




(Std. Err. adjusted for 11 clusters in COYID)

---------------------------------------------------------------------------------------------------------------------------------------------

          
        |              

 Robust

         TURN    |     
     Coef.   
Std. Err.     
   z   
 P>|z|    
 [95% Conf. 
Interval]

-----------------+----------------------------------------------------------------------------------------------------------------------------

             CSR    |  
 .0504517   
.0181003   
  2.79  
 0.005    
 .0149758    
.0859276

          FRMS    |  
 .7120246  
.0315142              22.59   
0.000    
 .6502579    
.7737913

          FRMA   |   
 .0098333  
.0051343     
   1.92   
0.055    
-.0002298    
.0198965

          LEVR    | 
-.6194092  
.1295233  
  -4.78   
0.000   
 -.8732703          -.3655481

         _cons      | 
 4.297435  
.4825541  
   8.91   
0.000   
  3.351646            5.243223

-----------------+-----------------------------------------------------------------------------------------------------------------------------

       sigma_u   |  .
16340058

       sigma_e   |  .
15737613

               rho   |  
.51877418  

 (fraction of variance due to u_i)

------------------------------------------------------------------------------------------------------------------------------------------------

. xttest0

Breusch and Pagan Lagrangian multiplier test for random effects

        TURN[COYID,t] = Xb + u[COYID] + e[COYID,t]

        Estimated results:

                       
   |       
      Var     
sd = sqrt (Var)

                --------------+-------------------------------------------------

                        TURN |   
1.118421       
1.057554

                                e |  
.0247672       
.1573761

                                u |   
.0266997       
.1634006

        Test:   Var(u) = 0

                             chibar2(01)     =   
295.16

                          Prob > chibar2   =   
0.0000

. xtreg  TURN CSR FRMS FRMA LEVR, fe vce(robust)

Fixed-effects (within) regression              



 Number of obs           =                165

Group variable: COYID                           



 Number of groups     =                   11

R-sq: 
 within        =     0.9310                        


                  Obs per group: min   =                  14

      
 between     =     0.7278                                       


                            avg   =              14.9

      
 overall       =     0.7853                                                                                                     max   =                  15

                                               




                 F(4,10)                         =          199.47

corr(u_i, Xb)  = -0.0229                        



                 Prob > F                       =          0.0000

                                 




  (Std. Err. adjusted for 11 clusters in COYID)

---------------------------------------------------------------------------------------------------------------------------------------------

             
       |               

Robust

         TURN   |      
      Coef.   
Std. Err.      
t    
P>|t|     

[95% Conf. 
   Interval]

-----------------+---------------------------------------------------------------------------------------------------------------------------

             CSR   |   
.0410493   
 .018765     
2.19   
0.054    

-.0007618   
 .0828604

          FRMS   |   
.6138564                .0902255     
6.80   
0.000    

 .4128216    
 .8148913

         FRMA   |   
.0244237                .0120792     
2.02   
0.071    

-.0024904   
 .0513378

          LEVR   |       -.7462863               .1463747                 -5.10   
0.000   
                -1.072429
-.4201431

         _cons     |   
5.369164                .9324149     
5.76   
0.000    

 3.291614   
 7.446713

----------------+-------------------------------------------------------------------------------------------------------------------------------

       sigma_u  | 
.48673032

      sigma_e   | 
.15737613

               rho  |
 .90535063   


(fraction of variance due to u_i)

------------------------------------------------------------------------------------------------------------------------------------------------

. hausman pooled  random, force

                 
  ---- Coefficients ----

           
  |     
    (b)          
   (B)            
   (b-B)     
         sqrt(diag(V_b-V_B))

            
  |    
 pooled      
 random      
 Difference     
                        S.E.

-------------+---------------------------------------------------------------------------------------------------------------------

          CSR |    
.0611661    
 .0504517       
 .0107144        

.0112607

      FRMS |    
.8179735    
 .7120246       
 .1059489       

 .0078601

      FRMA |    
.0045116    
 .0098333      
-.0053217               .

       LEVR |            .5511867   
-.6194092       
 1.170596        

.1192764

--------------------------------------------------------------------------------------------------------------------------------------

                                                                                  b = consistent under Ho and Ha; obtained from regress

                                                              B = inconsistent under Ha, efficient under Ho; obtained from xtreg

    Test:  Ho:  difference in coefficients not systematic

                  chi2(4)      =       (b-B)'[(V_b-V_B)^(-1)](b-B)

                          
       =      395.84

                Prob>chi2   =      0.0000

                (V_b-V_B is not positive definite)

*//////////////////////////////////////////////////////////////////////////////////////////////////////////////PBT//////////////////////////////////////////////////////////

* Estimating Pooled Regression PBT

. reg PBT CSR FRMS FRMA LEVR, vce(robust)

Linear regression                                     




 Number of obs       =         165

                                                      





 F(  4,   159)            =        3.89

                                                       





 Prob > F                 =    0.0048

                                                       





 R-squared               =    0.0144

                                                       





 Root MSE               =    1.3879

---------------------------------------------------------------------------------------------------------------------------------------------------

            
     |               
            Robust

           PBT   |      
    Coef. 
            Std. Err.              t            P>|t|             [95% Conf.                         Interval]

---------------+-----------------------------------------------------------------------------------------------------------------------------------

           CSR   |        -.0429615          .0626725          -0.69       0.494          -.1667394                             .0808164

        FRMS   |  
 .0046476          .2122686          0.02       0.983            -.414582                             .4238772

        FRMA  |   
 .0056837          .0080872          0.70       0.483          -.0102884                             .0216558

        LEVR   |  
 .8887606          1.088556          0.82       0.415          -1.261133                             3.038654

         _cons   |   
 16.57359          3.061307          5.41       0.000           10.52752                             22.61966

---------------------------------------------------------------------------------------------------------------------------------------------------

. xtreg PBT CSR FRMS FRMA LEVR, re vce(robust)

Random-effects GLS regression                  



 Number of obs            =              165

Group variable: COYID                           



 Number of groups       =                11

R-sq: 
 within       =      0.0121                        


                 Obs per group: min     =               14

       
 between   =      0.0419                                       


                            avg     =          14.9

       
 overall      =      0.0131                                       


                           max     =             15

                                                




Wald chi2(4)                  =          3.36

corr(u_i, X)               =     0 (assumed)                    

               Prob > chi2                      =     0.4990

                                




 (Std. Err. adjusted for 11 clusters in COYID)

--------------------------------------------------------------------------------------------------------------------------------------------

                   |               
            Robust

         PBT   |      
          Coef.         Std. Err.              z    
                P>|z|     
          [95% Conf.                Interval]

--------------+------------------------------------------------------------------------------------------------------------------------------

          CSR  |  
-.0274712         .0256286          -1.07                 0.284                        -.0777024   
                 .0227601

       FRMS  |  
-.0615895         .2767056          -0.22   
           0.824                         -.6039225   
 .4807435

       FRMA |     
      .00636        .0082355            0.77                0.440                         -.0097812   
 .0225012

       LEVR  |   
 .8153152           .849946            0.96   
           0.337                         -.8505483   
 2.481179

         _cons |   
 17.59035         4.029238           4.37   
           0.000                          9.693187   
 25.48751

--------------+------------------------------------------------------------------------------------------------------------------------------

   sigma_u |  
 .29503157

   sigma_e |      
 1.3620208

            rho |  
 .04481831   

(fraction of variance due to u_i)

------------------------------------------------------------------------------------------------------------------------------------- ---------

. xttest0

Breusch and Pagan Lagrangian multiplier test for random effects

        PBT[COYID,t]  =  Xb + u[COYID] + e[COYID,t]

        Estimated results:

                             |      
 Var                          sd = sqrt(Var)

                ---------+----------------------------------------------------

                     PBT |  
 1.906397       
1.380724

                          e | 
 
 1.855101       
1.362021

                          u |   
.0870436       
.2950316

        Test:   Var(u)  =   0

                             chibar2(01)    =        0.03

                          Prob > chibar2  =    0.4352

. xtreg  PBT CSR FRMS FRMA LEVR, fe vce (robust)

Fixed-effects (within) regression               




Number of obs                  =          165

Group variable: COYID                           




Number of groups             =            11

R-sq:       within       =    0.0348                         




Obs per group: min           =            14

                between    =    0.0152                                       




          avg          =         14.9

                overall      =    0.0041                                                                                                                      max           =            15

                                                





F(4,10)                              =         0.43

         corr  (u_i, Xb)  = -0.9500                        




Prob > F                            =     0.7858

                                 





     (Std. Err. adjusted for 11 clusters in COYID)

----------------------------------------------------------------------------------------------------------------------------------------------------------

                  |               
            Robust

         PBT  |                      Coef.          Std. Err.          t                 P>|t|                       [95% Conf.                       Interval]

-------------+--------------------------------------------------------------------------------------------------------------------------------------------

         CSR | 
    -.002365        .0393367       -0.06            0.953                    -.0900126   
      .0852826

      FRMS |
  -.8267758        .9571598       -0.86            0.408                    -2.959461    
      1.305909

     FRMA | 
    .1001878       .1042084         0.96            0.359                    -.1320029    
      .3323785

      LEVR |  
    .8040761       1.143769         0.70            0.498                    -1.744401   
      3.352553

       _cons |  
    25.52174       10.26637         2.49            0.032                       2.64684   
      48.39665

------------+---------------------------------------------------------------------------------------------------------------------------------------------

   sigma_u |  
1.5069708

   sigma_e |  
1.3620208

           rho |  
.55039435   
(fraction of variance due to u_i)

------------------------------------------------------------------------------------------------------------------------------------------------------------

. hausman fixed random

                 
     ---- Coefficients ----

            
 |     
       (b)          
(B)           
 (b-B)     

sqrt(diag(V_b-V_B))

            
 |     
     fixed        
random       
Difference         

 S.E.

------------+----------------------------------------------------------------------------------------------------------------------------------------------

        CSR |    
  -.002365   
 -.0274712               .0251061        

.0682065

     FRMS | 
-.8267758   
 -.0615895              -.7651863        

.3778701

    FRMA | 
 .1001878   
       .00636              .0938279        

.0593414

     LEVR |   
 .8040761   
   .8153152             -.0112391       

 .5342109

-----------------------------------------------------------------------------------------------------------------------------------------------------------

  b = consistent under Ho and Ha; obtained from xtreg

           


           B = inconsistent under Ha, efficient under Ho; obtained from xtreg

    Test:  Ho:  difference in coefficients not systematic

                     chi2(4) 
= 
(b-B)'[(V_b-V_B)^(-1)](b-B)

                         
                =        

5.07

                Prob>chi2               =                            0.2803

	2.  Correlations


	
	TURN
	PBT
	CSR
	FRMS
	FRMA
	LEVR

	TURN
	Pearson Correlation
	1
	.844***
	.603***
	.828***
	.305***
	.005

	
	Sig. (2-tailed)
	
	.000
	.000
	.000
	.000
	.945

	
	N
	165
	165
	165
	165
	165
	165

	PBT
	Pearson Correlation
	.844***
	1
	.325***
	.667***
	.206***
	-.049

	
	Sig. (2-tailed)
	.000
	
	.000
	.000
	.008
	.531

	
	N
	165
	165
	165
	165
	165
	165

	CSR
	Pearson Correlation
	.603***
	.325***
	1
	.561***
	.195*
	-.126

	
	Sig. (2-tailed)
	.000
	.000
	
	.000
	.012
	.108

	
	N
	165
	165
	165
	165
	165
	165

	FRMS
	Pearson Correlation
	.828***
	.667***
	.561***
	1
	.410***
	-.001

	
	Sig. (2-tailed)
	.000
	.000
	.000
	
	.000
	.995

	
	N
	165
	165
	165
	165
	165
	165

	FRMA
	Pearson Correlation
	.305***
	.206***
	.195*
	.410***
	1
	.069

	
	Sig. (2-tailed)
	.000
	.008
	.012
	.000
	
	.377

	
	N
	165
	165
	165
	165
	165
	165

	LEVR
	Pearson Correlation
	.005
	-.049
	-.126
	-.001
	.069
	1

	
	Sig. (2-tailed)
	.945
	.531
	.108
	.995
	.377
	

	
	N
	165
	165
	165
	165
	165
	165

	***. Correlation is significant at the 0.01 level (2-tailed).

	**. Correlation is significant at the 0.05 level (2-tailed).


                                            Appendix II

List of Listed Manufacturing Companies In Nigeria as at the time of this Study
	SN
	Sector
	Company

	1
	AGRICULTURE
	ELLAH LAKES PLC.

	2
	AGRICULTURE
	FTN COCOA PROCESSORS PLC

	3
	AGRICULTURE
	LIVESTOCK FEEDS PLC.

	4
	AGRICULTURE
	OKOMU OIL PALM PLC.

	5
	AGRICULTURE
	PRESCO PLC

	6
	CONGLOMERATES
	A.G. LEVENTIS NIGERIA PLC.

	7
	CONGLOMERATES
	CHELLARAMS PLC.

	8
	CONGLOMERATES
	JOHN HOLT PLC.

	9
	CONGLOMERATES
	S C O A NIG. PLC.

	10
	CONGLOMERATES
	TRANSNATIONAL CORPORATION OF NIGERIA PLC

	11
	CONGLOMERATES
	U A C N PLC.

	12
	CONSUMER GOODS
	7-UP BOTTLING COMP. PLC.

	13
	CONSUMER GOODS
	CADBURY NIGERIA PLC.

	14
	CONSUMER GOODS
	CHAMPION BREW. PLC.

	15
	CONSUMER GOODS
	DANGOTE FLOUR MILLS PLC

	16
	CONSUMER GOODS
	DANGOTE SUGAR REFINERY PLC

	17
	CONSUMER GOODS
	DN TYRE & RUBBER PLC

	18
	CONSUMER GOODS
	FLOUR MILLS NIG. PLC.

	19
	CONSUMER GOODS
	GOLDEN GUINEA BREW. PLC.

	20
	CONSUMER GOODS
	GUINNESS NIG PLC

	21
	CONSUMER GOODS
	HONEYWELL FLOUR MILL PLC

	22
	CONSUMER GOODS
	INTERNATIONAL BREWERIES PLC.

	23
	CONSUMER GOODS
	MCNICHOLS PLC

	24
	CONSUMER GOODS
	MULTI-TREX INTEGRATED FOODS PLC

	25
	CONSUMER GOODS
	N NIG. FLOUR MILLS PLC.

	26
	CONSUMER GOODS
	NASCON ALLIED INDUSTRIES PLC

	27
	CONSUMER GOODS
	NESTLE NIGERIA PLC.

	28
	CONSUMER GOODS
	NIGERIAN BREW. PLC.

	29
	CONSUMER GOODS
	NIGERIAN ENAMELWARE PLC.

	30
	CONSUMER GOODS
	P S MANDRIDES & CO PLC.

	31
	CONSUMER GOODS
	P Z CUSSONS NIGERIA PLC.

	32
	CONSUMER GOODS
	PREMIER BREWERIES PLC

	33
	CONSUMER GOODS
	U T C NIG. PLC.

	34
	CONSUMER GOODS
	UNILEVER NIGERIA PLC.

	35
	CONSUMER GOODS
	UNION DICON SALT PLC.

	36
	CONSUMER GOODS
	VITAFOAM NIG PLC.

	37
	HEALTHCARE
	AFRIK PHARMACEUTICALS PLC.

	38
	HEALTHCARE
	EKOCORP PLC.

	39
	HEALTHCARE
	EVANS MEDICAL PLC.

	40
	HEALTHCARE
	FIDSON HEALTHCARE PLC

	41
	HEALTHCARE
	GLAXO SMITHKLINE CONSUMER NIG. PLC.

	42
	HEALTHCARE
	MAY & BAKER NIGERIA PLC.

	43
	HEALTHCARE
	MORISON INDUSTRIES PLC.

	44
	HEALTHCARE
	NEIMETH INTERNATIONAL PHARMACEUTICALS PLC

	45
	HEALTHCARE
	NIGERIA-GERMAN CHEMICALS PLC.

	46
	HEALTHCARE
	PHARMA-DEKO PLC.

	47
	HEALTHCARE
	UNION DIAGNOSTIC & CLINICAL SERVICES PLC

	48
	INDUSTRIAL GOODS
	AFRICAN PAINTS (NIGERIA) PLC.

	49
	INDUSTRIAL GOODS
	ASHAKA CEM PLC

	50
	INDUSTRIAL GOODS
	AUSTIN LAZ & COMPANY PLC

	51
	INDUSTRIAL GOODS
	AVON CROWNCAPS & CONTAINERS

	52
	INDUSTRIAL GOODS
	BERGER PAINTS PLC

	53
	INDUSTRIAL GOODS
	BETA GLASS CO PLC.

	54
	INDUSTRIAL GOODS
	CAP PLC

	55
	INDUSTRIAL GOODS
	CEMENT CO. OF NORTH.NIG. PLC

	56
	INDUSTRIAL GOODS
	CUTIX PLC.

	57
	INDUSTRIAL GOODS
	DANGOTE CEMENT PLC

	58
	INDUSTRIAL GOODS
	DN MEYER PLC.

	59
	INDUSTRIAL GOODS
	FIRST ALUMINIUM NIGERIA PLC

	60
	INDUSTRIAL GOODS
	GREIF NIGERIA PLC

	61
	INDUSTRIAL GOODS
	LAFARGE AFRICA PLC.

	62
	INDUSTRIAL GOODS
	NIGERIAN ROPES PLC

	63
	INDUSTRIAL GOODS
	PAINTS AND COATINGS MANUFACTURES PLC

	64
	INDUSTRIAL GOODS
	PORTLAND PAINTS & PRODUCTS NIGERIA PLC

	65
	INDUSTRIAL GOODS
	PREMIER PAINTS PLC.


Economic Responsibilities- Be Profitable





Legal Responsibilities- Obey the law 





Ethical Responsibilities- Do what is right, fair and just





Philanthropic Responsibilities – Be a good corporate citizen
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