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Abstract

This study examines the relationship between Corporate Social Responsibility (CSR) and the
financial performance of quoted consumer goods companies in Nigeria. The specific objective
where to determine whether the environmental, social, and economic cost has any effect on the
return on assets (ROA) of consumer goods companies in Nigeria. Ex-post factor research design
was used and the study used secondary data from annual reports of sample companies from the
Nigeria exchange group (NXG) for relevant years under consideration (2004-2023). The panel
least square regression technique was employed to examine the relationship between the
variables. The study found that environmental cost has a positive significant relationship with the
return on assets of listed consumer goods in companies in Nigeria. Social cost has a positive
significant relationship with the return of assets quoted by consumer goods companies. Economic
costs have a positive significant relationship with the return of assets of consumer goods
companies in Nigeria. Based on the findings of the study, the study concludes that there is a
significant relationship between Corporate Social Responsibility (CSR) and the financial
performance of quoted consumer goods companies in Nigeria. The study recommends that
management should maintain the present level of environmental, social, and economic costs
spending or increase it as much as the result shows a significant increase in profitability of quoted
consumer goods companies in Nigeria.

1.1. Introduction

Activities in the market and non-market settings substantially impact how successfully
business organizations perform. Corporate social responsibility, or CSR, has increased
dramatically over time. Organizations adopt corporate social responsibility as a major method
when making decisions that increase or improve efficiency. Funding corporate groups is
primarily driven by increasing profits for shareholders, regardless of the social costs connected
with their operations. However, companies that operate inside a society have to balance their
interests with those of the community. A company's success will be harmed if its goals are not
suitably linked with the demands of society (Aijajawy, 2019). According to Yoo and Lee
(2018) and Monsor and Abdulazeez (2014), a company's strength and sustainability will rise
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with its level of social responsibility since consumers will be more willing to acquire its
products. According to Okudo and Amahalu (2023), the objectives of corporate social
responsibility (CSR) for businesses are to improve the quality of life and living conditions of
the communities in which they operate while preserving profitability for all parties concerned.

Corporate social responsibility, or CSR, is the belief that corporations should be involved in
the community, including the environment, human resources, customers, and products.
According to Kesto (2017), it also claims that private corporations have a duty to society that
extends beyond maximizing profits. The acts made by a firm must take into account the
relationship between the business and society. For this reason, the corporation must continue
to fulfill its ethical values and assist the economy.

Growth of its local area while enhancing the standard of living for its workers and the broader
community. Nzekwe et al. (2021) emphasize that the quest for financial expansion does not
always result in social advancement and is frequently destructive to the environment, leading
to dangerous workplaces, exposure to noxious substances, urban degradation, and occasionally
even death from inhaling toxic waste. Companies are increasingly considered as having a
responsibility to stakeholders, such as debt holders and shareholders, in addition to their direct
owners. CSR is a reflection of permanent social changes in society rather than a quick answer
to fleeting societal demands (Sameer, 2021). According to Wirba (2023), current business
executives highlight that firms must do more than only supply goods and services to the broader
audience. Even though corporate social responsibility (CSR) offers many advantages and
contributions in developed nations, few Nigerian organizations have grabbed the potential to
adopt CSR (Kalagbor et al., 2022).

Because of the harm they inflict on ecosystem stability, Latapi-Agudelo et al. (2019) believed
that the focus of political, economic, and corporate discourse had turned to environmental
challenges. To decrease unwanted effects on the environment and society, corporations are
encouraged to accept responsibility for their deeds. According to corporate social
responsibility, firms need to strike a balance between the requirements of their stakeholders—
such as consumers, workers, shareholders, and locals—and the environment. According to
Hilmi et al. (2020), the unchecked environmental repercussions of manufacturing activities
have intensified air pollution, ozone layer depletion, climate change, resource misuse, and an
increase in water pollution from radioactive chemicals.

The phrase "corporate social responsibility” (CSR) refers to a broad range of policies, practices,
and activities that are integrated into an organization's supply chains, commercial operations,
and decision-making procedures. Brand activities, environmental concerns, community
investment, and business ethics governance are a few examples. The concept of corporate
social responsibility, or CSR, is significant and a means to cope with the roles that corporations
play in society. It offers standards for how firms should function to benefit society while
preserving ideals that prevent profit-seeking at all costs (Basuony et al., 2014). Therefore, it is
believed that companies that contribute to society through corporate social responsibility
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arrange a supportive operating atmosphere, obtain high patronage, and boost their financial
success (Crane & Glozer, 2016).

1.2. Statement of The Problem

Authors and academics in the domains of accounting and finance have discussed and spent a
significant deal of attention on the relationship between a company's profitability and its
financial performance, or CSR. According to Kiabel and Nangih (2018), this is because of the
knowledge that can help organizations run efficiently and, subsequently, earn a profit. On the
question of corporate social responsibility, there are two schools of thinking. The first
maintains that the sole job of enterprises is to maximize profits for their shareholders while
following all legal regulations. The opposite school of thought, however, views it differently,
stating that engaging in corporate social responsibility is a waste of time and a diversion from
the fundamental goal of earning profits (Friedman, 1970). According to this school of thinking,
corporations are viewed as socially responsible when they address the requirements of their
host communities. As a result, they can function in harmony and create great relationships with
these communities. As a result, their things attract purchasers, which in turn influences their
profitability. Corporate social responsibility (CSR) investment, according to Freeman (1984),
improves the company's financial performance by cultivating a favorable attitude toward the
business, which in turn leads to greater sales, committed clientele, and other benefits.

According to the research of Jarikre et al. (2021), corporate social responsibility has a
beneficial but small impact on net asset per share, earnings per share, and profit after taxes.
ROA and ROCE have a negative link with community development and a good relationship
with staff management, according to Asain and Uche's (2018) research. The study conducted
by Oboreh et al. (2021) found that the companies' CSR expenditures had a noticeable impact
on their net profit margin, return on equity, and return on assets. According to Yunusa et al.'s
(2023) research, there is a substantial adverse association between listed consumer goods
corporations' ABFPM and corporate social responsibility. In their study on the effects of
corporate social responsibility in Nigeria, Okoye et al. (2023) found a non-significant positive
correlation between the cost of CSR and the firm's profit before taxes, but a significant positive
correlation between CSR expenditures and earnings per share and market value per share of
the firms. The goal of this study is to analyze the effect of corporate social responsibility (CSR)
on the financial performance of stated consumer products businesses in Nigeria, in light of the
statements made by other journal writers. The study's purpose is to assess how corporate social
responsibility (CSR) influences the financial performance of consumer goods that are quoted
in Nigeria.

2.1. Conceptual Clarification

2.1.1. Corporate Social Responsibility Cost

The principle behind corporate social responsibility (CSR) is to consider the interests of all
parties involved in a company to meet the shared objectives of the organization as stated in the
company's mission and vision statements (Gololo, 2016). Corporate social responsibility
(CSR) is the duty a firm has to its stakeholders and host communities while pursuing its aims
of maximizing business profits and stakeholder values, according to Udo and Amahalu (2023).
These duties include fulfilling their commitments to their stakeholders and safeguarding the
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environment in which they conduct business. According to Adeneye and Ahmed (2015),
corporate social responsibility (CSR) is the commitment made by a firm to increase the well-
being of society through optional business practices and resource donations. Here, an
organization goes over and above to actively donate finances or in-kind aid to enhance society.
CSR is a company's commitment to safeguard and increase stakeholders' well-being in the
present and the future, according to Rehan et al. (2018). A socially responsible organization,
according to his definition, implements policies and business practices that improve the welfare
of stakeholders and go above and beyond the minimal minimum needed by law. Corporate
social responsibility (CSR), on the other hand, is a technique utilized by firms to actively
integrate social and environmental concerns into their operations and boost stakeholder
participation, states Westoby (2016). Key business ethics included in this definition include
the maintenance of sustainable economic growth, manager accountability to all stakeholders,
and the integration of economic, social, and environmental effects into all corporate operations.

Businesses must also follow regulations that promote the social compact between the enterprise
and society to be able to carry out their operations. In this view, firms are obligated to give
long-term value to all parties involved.
According to Umarana et al. (2018), corporate social responsibility (CSR) is a company
strategy that promotes sustainable development by benefiting all stakeholders in terms of the
economy, society, and environment. Furthermore, according to Mumtaz and lhendinihu
(2014), corporate social responsibility (CSR) is the pursuit of financial gain while preserving
moral standards and displaying care for people, the environment, and society. It outlines how
a business understands the society in which it operates and how it formulates a plan that
includes the interests of stakeholders when making choices. A socially conscious corporation
will therefore act and put policies into place that increase financial performance and advance
the interests of all parties concerned.

2.1.1.1 Arguments against Corporate Social Responsibility Cost

In several social science disciplines, including economics, political science, and sociology, as
well as in the fields of corporate governance, psychology, marketing, and finance, a critical
knowledge of the origins and effects of corporate social responsibility (CSR) has surfaced. One
of the most well-known and pioneering concepts of corporate social responsibility is
Friedman's stance from 1970. Any measure that promotes social security at the expense of
stakeholders could be considered the product of an agency problem, he contended, and
managers' only obligation is to maximize shareholder profits (Friedman, 1970). For the sole
purpose of establishing a bespoke program for image marketing, these managers use corporate
resources to achieve social goals. Carol (1979) questioned Friedman's concept of corporate
social responsibility by establishing the principles of corporate social performance. This
paradigm is related to the social response philosophy, and social subjects incorporate social
responsibility. This methodology has enabled scholars to explore the relationship between a
firm's financial performance and social responsibility. (Freeman & Evans, 1990) Freeman
produced a counterargument to Carroll's, saying that corporate social responsibility is an
acceptable leadership perspective. This remark is based on the premise that businesses have
numerous linked parts that need to be considered. The support of stakeholders, including
employees, consumers, suppliers, and local groups, is crucial for growth and sustainability.
The stewardship hypothesis offered by Donaldson and Davies (1991) broadened this idea. This
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belief states that managers have a moral duty to behave morally and do "what is right,"
irrespective of how their decisions may influence the financial success of the firm. Since there
cannot be repercussions for doing the correct thing, international adherence to this guideline
will be difficult.

2.1.2. Environmental Cost

The preservation of the environment is the foundation of corporate social responsibility. A firm
can conduct environmental stewardship by recycling materials, restocking natural resources
like trees, minimizing manufacturing pollution and emissions, or developing product lines that
align with corporate social responsibility. The sustainable use of natural resources and the
reduction of pollution and greenhouse gas emissions are the goals of environmental
responsibility programs.

2.1.3. Social Cost

Corporate initiatives that, according to social norms, depict commercial companies as good
corporate citizens by promoting the immediate host society are referred to as philanthropic
duties. Donations to the arts, education, human rights, teaching and growing the local
workforce, contributing knowledge for community initiatives, and donating finances, services,
and projects to the local community are a few examples of charity acts (Gololo, 2016).

2.1.4. Economic Cost

The essential obligation of a corporation is its economic responsibility, which is to maximize
shareholder wealth, argues Otusanya and Lauwo (2016). The fundamental purpose of a
corporation should be to enhance earnings to meet the requirements of the majority of its
shareholders (Kawu, 2018). By offering clients the high-quality goods and services they
require, the company aspires to meet human needs. Effective and efficient cost control together
with thorough monitoring of product and service sales income can optimize shareholder wealth
for a corporation (Sharfman, 1996). According to Carroll and Buchholtz (2000), all other
commitments circle economic responsibility because it cannot be addressed until it is met.
Carroll and Buchholtz (2000) present an overview of the traits that characterize economic
responsibility: (1) Taking efforts that will help to enhance earnings per share. (2) Sustaining a
robust competitive edge. (3) A dedication to producing maximum profitability as a corporation.
(4) Integrity, bribery and corruption prevention, community economic growth, transparency,
payments to local and national governments, the utilization of local workers and suppliers, and
other pertinent problems.

2.1.5. Financial Performance

An organization's financial performance is gauged by its degree of profit. Omojolaibi et al.
(2019) suggest that one approach to assessing profitability is via profit. It can be classified as
income, the process of generating good or unfavorable results or impacts from business
activities, or the surplus of money earned from a business venture after organizational
expenditures have been removed from costs directly related to generating that money.
The capital adequacy ratio, liquidity, leverage, solvency, profitability, and other measurements
are used to examine the company's financial performance, which includes the collection and
usage of cash during a certain period. How effectively a corporation manages and controls its
resources influences its financial performance (I1Al, 2016). They are financial records that give
business management information to aid them in making financial policy decisions. The
financial statements cover cash flows, balance sheets, profit or loss, and capital movements.
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The balance sheet utilized to determine profit and loss, cash flows, and retained earnings are
all components of a company's financial statements, which reveal its present financial status
(Didin, 2017). While non-financial indicators are subjective, financial performance (FP)
metrics are objective. A few instances of subjective performance measurements are managers'
evaluations of the company's performance concerning market share, R&D investment, and
worker health and safety. Jibril et al. (2015) state that financial performance demonstrates that
the business has attained its financial or economic objectives. The ability of a corporation to
maintain adequate profit margins across its operations establishes its long-term sustainability
and worth.

2.1.6. Return on Asset (ROA)

This is the profitability ratio which assesses how successful a firm or an organization is, in
general revenue from employing its assets for the business operations/activities. It displays the
percentage of how profitable a company’s assets are in generating revenue (Amahaw et al.,
2018). Return on asset (ROA) assesses profitability and the performance of organizations in
exploiting their assets to create profit (Larasati et al, 2020). Usman and Amran, (2015) noted
that ROA represents a company’s profitability accruing from the entire assets that the business
controls. This profitability assessment is such that the higher the ROA, the more effective the
organizations are in the use of assets to the advantage of the stakeholders in line with the above
Iraman and Purwati, (2020) stressed that the greater the value of ROA indicates the larger
profits obtained. High or low ROA is impacted by how much assets are used to be invested.
ROA is also used to compare the efficiency and operational performance of a firm as it looks
at the returns created from the assets of the company or organization. ROA can also draw the
interest of investors to invest in a corporation or organization.

2.3. Theoretical Framework

Stakeholder theory is the foundation of this study endeavor. According to Freeman and
Moutchnik (2013), the stakeholder theory was initially stated by Edward Freeman in 1983. The
theory maintains that having values is a true prerequisite for conducting business and that the
value created is what links the many stakeholders in the firm together. Freeman thinks this
leads to amazing outcomes and helps the firm expand. It's vital to recognize the vast spectrum
of stakeholders with an interest in the organization. In addition to those interests, the company's
shareholders' interests must be addressed. Suppliers, customers, employees, trade unions, trade
groups, communities, and financiers are examples of potential stakeholders. The following are
some of the theory's shortcomings: it is impossible to meet the needs of all stakeholders at
once, and as is customary, a business can prioritize stakeholders like shareholders more;
additionally, the theory works best when it is consistently implemented within an organization
rather than among the company's employees and clients (Mitchell et al., 1997). The importance
of stakeholder theory resides in its focus on addressing the justifiable demands of a company's
interdependent stakeholders, such as shareholders, employees, customers, suppliers, and the
local community, to assure the long-term profitability of the firm.

2.4. Empirical Review

Oladeji (2023) looked studied how the financial performance of a select Nigerian
manufacturing businesses was affected by corporate social responsibility, or CSR. The study
was done utilizing an ex-post facto research design. A purposive sample technique was utilized
to pick fifteen (15) of the research population, which covered all client goods and industrial
sectors of manufacturing businesses in Nigeria, for the years 2010-2019. The annual reports
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of the companies that were sampled offered secondary data. We generated and tested two
hypotheses. Data analysis employed both descriptive and inferential statistics, including multi-
regression and correlation. The analysis's findings demonstrated that CSR has a significant
negative correlation with the NPM of a selection of Nigerian manufacturing businesses and a
strong positive link with financial performance as judged by EPS.

Oboreh et al. (2021) used the above Nigerian firms as a reference point to explore how
corporate social responsibility influences organizational performance. Stakeholder theory and
Kehlberg's model of cognitive moral development served as the foundation for the study. An
ex-post factor research design was adopted. The study's population consists of all listed
enterprises on the Nigerian stock exchange. The convenience sampling approach was
employed to sample 30 companies in total. The 2020 annual reports and accounts of the
individual firms provided the data needed for this inquiry. Return on assets, return on equity,
return on investment, and net profit margin were the dependent variables, and corporate social
responsibility spending was the independent variable. The data was evaluated using descriptive
statistics and basic linear regression analysis. Return on equity, return on investment, return on
assets, and net profit margin are all strongly impacted by the companies’ CSR spending,
according to the study. The study reveals that to improve their performance, corporate
organizations in Nigeria should aim to strengthen their commitment to social responsibility
activities including environmental preservation and community programs.

Zakaree et al. (2016) explored how listed manufacturing companies in Nigeria fared financially
after implementing corporate social responsibility disclosure (CSRD). Ten (10) manufacturing
enterprises made up the sample size, which was picked at random from seven (7) Nigerian
manufacturing industry subsectors. Multiple regression analysis was utilized to acquire
secondary data from the financial statements of the selected organizations. According to the
study's findings, there is a strong positive link between CSRD and EPS overall, and each of the
four CSRD dimensions—employee, environment, community, and product—has a favorable
impact on EPS.

Yakubu et al. (2022) explored how corporate social responsibility affects the financial results
of select Nigerian traded companies. The study was carried out in Nigeria as well as other
nations, and the results are confusing and unclear. Ten firms registered on the Nigerian stock
exchange as of December 31, 2020, make up the study's population. Based on a systematic
selection technique, ten 10 firms were picked as samples for ten years from 2011 to 2020.
Regression is employed in the study as an analytical tool. The research demonstrates that
corporate social responsibility (CSR) considerably enhances the financial performance of a
subset of Nigerian enterprises.

Usman and Amran (2015) explored the connection between corporate financial performance
and CSR initiatives using data from Nigerian enterprises. CSR and financial information were
retrieved from the annual reports of 68 firms that are listed on the Nigeria Stock Exchange
through text analysis. The NSE Factbook was utilized as a cross-reference for financial data.
The nature of CSR practices in Nigeria and their patterns were presented using percentages.
The study performed hierarchical multiple regression analysis to evaluate the association

IIARD - International Institute of Academic Research and Development Page 112



http://www.iiardjournals.org/

Journal of Accounting and Financial Management E-ISSN 2504-8856 P-ISSN 2695-2211
Vol 10. No. 12 2024 www.iiardjournals.org Online Version

between CFP and CSR. The descriptive statistics' findings reveal that the listed companies
notified their stakeholders about their social performance through CSR initiatives. According
to the regression analysis, disclosures concerning human resources, products, and consumers
as well as community involvement were found to increase CFP. The findings also demonstrate
that environmental disclosure and CFP have a negative connection, implying that in Nigeria,
publishing environmental impact information could diminish value.

The impact of corporate social responsibility on commercial firms' performance was
researched by Oboreh and Arukahora (2021). Nigerian companies that were quoted were used
in the study. The ex-post facto research design was adopted, which was based on the
stakeholders' theory. Hence, using the convenience sample technique, secondary data was
acquired from thirty Nigerian listed enterprises. The data was examined using simple linear
regression analysis, correlation, and descriptive statistics. While the study's dependent variable
was analyzed using four profitability metrics—ROE, ROA, ROI, and NPM—the independent
variable was proxied by corporate social responsibility spending. The findings indicated that
the dependent variables were positively and significantly impacted by the sampled companies'
corporate social responsibility spending. The financial performance of Nigerian listed
companies was thus found to be highly impacted by corporate social responsibility.

In 2016, Ejovwokeoghen and Morenike researched the factors that influence the Corporate
Social Responsibility (CSR) disclosure procedures of listed corporations in Nigeria. The social
and environmental disclosures from the 2013-2014 annual reports of 45 corporations from 8
industries listed on the Nigerian Stock Exchange were obtained using a 20-item checklist. Firm
size, profitability, and auditor type were utilized as stand-ins for the disclosure determinants.
Return on equity (ROE) was used to assess profitability, total assets were used to measure
company size, and a dummy variable that read "1" for Big 4 and "0" for otherwise was used to
measure auditor type. Descriptive statistics, regression analysis, and correlation were utilized
to investigate the acquired data. Their data suggested that while profitability did not affect
CSR, auditor type and firm size did.

An empirical examination of the connection between Chinese listed corporations' financial
success and corporate social responsibility was undertaken by Yang (2012). Through an
analysis of the 2008-2009 standalone CSR reports, this study tries to quantify the influence of
CSR on corporate performance and explain how CSR has evolved in China over the last several
years. To evaluate the data, probit regression was employed. The study's independent variables
include Tobin's Q (TobinQ), market return (Mkt), percentage change of sales (%ASales), and
return on assets (ROA). According to the data, Chinese enterprises have been upgrading their
CSR operations. According to the study's findings, CSR disclosure has a large and favorable
impact on the firm's financial success, and it is positively connected with past financial
performance.

Gugong and Ayuba (2018) explored the association between CSR and the performance of
Nigerian-listed firms. The 2008-2017 study period was chosen. The correlational research
design was adopted in the study. Thirteen named consumer products businesses made up the
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study's sample. Regression analysis was applied to investigate the data. The study found that
while corporate social responsibility (CSR) on education and health had a large and positive
impact on financial performance, CSR on the community and employees had a significant but
negative impact on the financial performance of Nigerian consumer goods companies that were
listed.

The financial performance and corporate social responsibility of the Nigerian consumer
products business were examined by Ezeagba (2017). The study's purpose was to evaluate how
corporate social responsibility (CSR) affected the financial results of Nigerian consumer goods
companies that were listed. The study's population consists of 28 consumer products businesses
registered on the Nigerian stock exchange, while 15 companies with up-to-date financial data
were selected and studied. The annual reports and accounts of the chosen companies for the
years 2012-2015 provided the study's data. Return on assets (ROA), return on shareholders'
fund (ROSF), and return on capital employed were used to measure financial performance.
Companies' financial performance (ROCE) and sustainability reports were utilized to obtain
data on environmental expenditures and corporate social responsibility.

Olayinka and Temitope (2011) studied the relationship between CSR and financial
performance in developing economies using a qualitative study technique, finding that CSR
has a positive and substantial relationship with financial performance metrics. Okoye (2013)
studied the influence of corporate social responsibility on Nigerian deposit money banks using
a static panel data method. According to the report, CSR has a great impact on society through
contributing to infrastructure and development as well as the financial success of the Nigerian
banking industry.

Using data from a developing nation, Evan and Lema (2015) studied the connection between
corporate social responsibility and financial performance. A sample of 131 firms' annual report
data from 2008 to 2012. The study was anchored in stakeholder theory and legitimacy theory.
Using the market-based Tobin's Q, the study's findings suggested a negligible association
between CFP and CSR, but a positive and significant relationship between the two.

The impact of corporate social responsibility on the profitability after taxes of a few Nigerian
deposit money banks was researched by Shehu (2013). Using content analysis, the study
utilized secondary data from the annual reports of a few chosen banks and the Nigerian Stock
Exchange's (NSE) fact books for the study period (2006—-2010). To understand the outcomes
of the developed hypothesis, the study performed regression and correlational analysis.
According to the results, there is a weakly positive association between CSR and PAT, but it
is significant at 5%. They advised the banking industry to view corporate social responsibility
(CSR) as a key factor in increasing an organization's profitability because there is a direct
correlation between the level of commitment to CSR and the number of investors and
customers who purchase your shares and products, respectively.

Sanni and Abdul-Baki (2014) evaluated how CSR expenditure affects Nigerian Deposit Money
Banks' (DMBs') profitability. The bank's financial statements from 2007 to 2011 provided them
with secondary data for the analysis. An intentional sample technique was utilized to choose
10 of the twenty-one DMBs that are currently in operation in Nigeria. A regression model using
panel data and correlation was performed, and the results showed that the bank's profitability
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is not greatly impacted by CSR spending. To avoid undermining their aims of growing profits
and wealth, they advise banks to exhibit greater prudence when it comes to their financial
commitment to corporate social responsibility.

Barde and Tela (2015) employ survey and ex-post facto designs to explore how corporate social
responsibility influences the financial performance of the Nigerian construction industry. They
take information from the annual reports and accounts of seven construction companies that
are registered on the Nigerian Stock Exchange. Information was acquired from respondents
using a questionnaire. What they created. Philanthropic activities have a bigger influence on
Nigerian building firms than non-philanthropic ones, according to a study.

3.0 Methodology

The study's purpose was accomplished by adopting an ex-post facto design, which required
acquiring secondary data from credible sources like the Nigerian Exchange Group (NXG).
Nigeria Exchange Group (NGX) consumer goods companies are the major focus of this study,
which spans Twenty years (20) from 2004 to 2023. As of December 31, 2023, all twenty (20)
consumer goods companies listed on the Nigerian Exchange Group comprise the population
for this study. The study's sample comprised all twenty (20) firms. Descriptive statistics,
correlation analysis, panel unit root test, regression model estimate, and finally the execution
of certain diagnostic tests are the steps in the EViews 13 data analysis process.

3.1. Model Specification

The hypothesized relationship was analyzed using simple regression analysis. A model was
developed to evaluate the effect of corporate social responsibility on financial

performance. Here, financial performance (dependent variable) is explained by the reaction of
corporate social responsibility (independent variable) as shown in the model explained below:
The simple regression model is given as follows:

ROA =f (ENVC, ECOC, SOCC) Q)

The functional testable or econometric model will be derived as:

ROA = o + $1ENVC + .ECOC + p3SOCC + ¢ 2

Since we are using panel data, the model will be specified in the appropriate form:
ROAIit = po + J1IENVCit + S2ECOCit + #3SOCCit + it (3).

Where:

ROA = Return on Asset.

ENVC = Environmental Costs.

ECOC = Economic Costs.

SOCC = Social Costs.

&it = Error term

B1 to B3 are the beta coefficients of the independent variables. From this study, we
expect B1 to B3 to be greater than zero.

4.0 ANALYSIS AND DISCUSSION OF FINDINGS
4.1 Univariate Analysis of Descriptive Statistics.

The analysis of descriptive statistics is hereby performed to find out the properties
of the data. Table 4.1show the data characteristics which include the total number
of observations, means, standard deviation, minimum, maximum, and probability
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of the Jarque-Bera statistics for the twenty(20) selected consumer goods firms listed
on the Nigerian Exchange Group from 2005 t02023(19 years) making a total of 380
observations.

4.1 Univariate Data Analyses (Descriptive Statistics)

Table 4.1a
Variables | Number of | Mean Std Deviations | Minimum | Maximum Probability of
Observatio Jarque-Bera(
ns
ROA 380 0.000000
0.093009 | g 157066 -0.520355 | 0.518302
ENVC | 380 2617958 0.000000
8 2.51E+08 0.000000 | 3.35E+09
ECOC 380 2869919 0.000000
: 12920110 0.000000 | 1.03E+08
SOCC | 380 2865237 0.000000
6 1.08E+08 0.000000 | 1.09E+09

Source: Researcher’s Computations (2024) Using EViews13 Software

The statistics in Table 4.1a above show the mean values of the variables as well as the standard
deviations, minimum, maximum, and Jarque-Bera Statistics Probability values. All the variables
of interest have maximum values which are greater than their respective minimum values. Again,
the mean values of all the variables are smaller than the standard deviation values (Mean<STD).
This shows that these variables have outliers in their data set and so have a high gap between the
highest and lowest values for the last 19 years meaning that the averages are quite low (Lestari &
Setiany, 2023). However, Ghasemi and Zahediasl (2012) noted that violating the normality
assumption by the central limit theorem (CLT) shouldn't be a significant problem once the sample
size is 100 and above. This is not a problem because the number of observations is large at 380
observations

4.2 Bivariate Data Analysis (Correlation Analysis)

Table 4.2: Correlation Statistics

[
Covariance
Correl
ation ROA ENVC ECO SOCC
ROA 0.024546
1.000000
ENVC
-639331.3 | 6.25E+16
-0.016323 | 1.000000
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ECOC
188149.0 | 3.61E+14 | 1.66E+14
0.093184 | 0.111899 | 1.000000
SOCC 7442735 | 2.09E+15 | 8.30E+14 | 1.15E+16
0.044253 | 0.077692 | 0.599705 | 1.000000
Source: Researcher’s Computations (2024) Using EViews13 Software.

The correlation analyses among the variables are meant to first determine the
association between each pair of the dependent and independent variables as well
as among the explanatory variables. It reflects the relative strength of the
relationship between the explanatory variables.

The degree of association may be weak (0.00 to 0.5), moderate (0.51 to 0.8), or
high (0.81 and above). A very high association among the repressors poses a
problem of multi-collinearity. According to Gujarati (2004); multicollinearity
could only be a problem if the correlation coefficient between regressors is above
0.80. From the information obtained from Table 4.2 above, it can be seen that there
is the absence of multicollinearity since only SOCC to ECOC is moderately
correlated at 0.599705 while the other variables are weakly correlated.

4.3.1. Unit Root Test

In determining the characteristics of panel data, a preliminary analysis is done to
test whether the variables are stationary or not. In other words, this preliminary
analysis is conducted to test for the presence of a unit root in the variables. The unit
root test results are shown in Table 4.3.

Table 4.3: Summary of Unit Root Test (P-Values Only)

Variables Levin, Lin & PP - Fisher Decision for
Chu Chi-square Stationarity
ROA 0.0000 0.0229 Stationary at 1(0)
ENVC 0.0000 0.0210 Stationary at 1(0)
ECOC 0.0001 0.0219 Stationary at 1(0)
SOCC 0.0014 0.0000 Stationary at 1(0)

Source: Researcher’s Computations (2024) Using EViews13 Software.

The results of the Levin, Lin Chu, and PP - Fisher Chi-square unit root tests at 5
percent critical levels in Table 4.3 indicate that all the variables are stationary at
levels. Hence, all the variables are 1 (0) since at least, one of the variables of interest
is 1 (0), that is, stationary at levels. When variables are not stationary, it means that
they can drift apart in the long run and the regression results obtained can be
spurious or nonsensical (Maeso-Fernandez et al. 2004). With this unit root test
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result, we can go ahead and perform the regression estimation using the ordinary
least squares (OLS)method of estimation.

4.3.2. Estimation of the Regression Models.
Table 4.4: Regression Result

Coefficie
Variable nt Std. Error  t-Statistic  Prob.
ENVC 8.78E-11 4.27E-11 2.054898 0.0412
ECOC 1.01E-09 4.84E-10 2.087793 0.0381
SOCC 2.94E-10 1.04E-10 2.839264 0.0050
C 0.075465 0.011330 6.660472 0.0000
R- 0.09324
squared 0.909504 Mean dependent var 4
Adjusted
R- 0.15786
squared 0.895663 S.D. dependentvar 8
SE. of -
regressio 0.93457
n 0.150127 Akaike info criterion 8
Sum -
squared 0.86791
resid 4.349843 Schwarz criterion 4
Log- -
likelihoo Hannan-Quinn 0.90759
d 96.05591 criteria. 2
F- 1.76962
statistic 7.911082 Durbin-Watson stat 5
Prob(F-
statistic) 0.000053

Source: Researcher’s Computations (2024) Using EViews13 Software.

4.4 Hypotheses Testing.

Earlier, it was stated that each of our independent variables in their null forms will
be subjected to a statistical test and the result of the test will either be accepted or
rejected at the 5% significant levels. If the p-value of that explanatory variable is
less than or equal to 5% (0.05), then there is a significant relationship between this
explanatory variable and the dependent variable and so we reject the null
hypothesis. If, however, the p-value of that explanatory variable is greater than 5%
(0.05), then the null hypothesis is accepted that there is no significant relationship.
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We, therefore, restate each hypothesis and test for either acceptance or rejection
based on their respective probability value (p-value).

HO:1:Environmental costs have no significant relationship with the return on
assets of listed consumer goods firms in Nigeria.

The coefficient of ENVC is positive (8.78E-11) and statistically significant with a
t-statistic (2.054898) and a p-value(=0.0412) at the 4% level of significance. The
p-value is 4% which is less than 5% and so we reject the null hypothesis that ENVC
has no significant relationship with ROA.

HO2:Economic costs have no significant relationship with the return on assets
of listed consumer goods firms in Nigeria.

The coefficient of ECOC is positive (1.01E-09) and statistically significant with a
t-statistic (2.087793) and a p-value(=0.0381) at the 3.8% level of significance. The
p-value is 3.8% which is less than 5% and so we reject the null hypothesis that
ECOC has no significant relationship with ROA.

HO0s:Social costs have no significant relationship with the return on assets of
listed consumer goods firms in Nigeria.

The coefficient of SOCC is positive (2.94E-10) and statistically significant with a
t-statistic (2.839264) and a p-value(=0.0050) at the 1% level of significance. The
p-value is 1% which is less than 5% and so we reject the null hypothesis that SOCC
has no significant relationship with ROA.

4.5 Discussion of the Regression Results from Table 4.4.
4.5.1.Environmental costs and return on assets.

From the ROA model in Table 4.4, the ENVC relationship with ROA is positively
significant with a coefficient of 8.78E-11. The result shows that an increase in
ENVC will lead to a significant increase in ROA. This means that increasing
environmental costs by one extra naira will greatly increase ROA by 8.78E-11%
holding the other variables constant. The sign or direction as well as the size or
magnitude are in line with our expectations.

4.5.2.Economic costs and return on assets.

From the ROA model in Table 4.4, the relationship with ROA is positively
significant with a coefficient of 1.01E-09. The result shows that an increase in
ECOC will lead to a significant increase in ROA. This means that increasing
economic costs by one extra naira will greatly increase ROA by 1.01E-09% holding
the other variables constant. The sign or direction as well as the size or magnitude
are in line with our expectations.
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4.5.3.Social costs and return on assets.

From the ROA model in Table 4.4, SOCC's relationship with ROA is positively
significant with a coefficient of 2.94E-10. The result shows that an increase in
SOCC will lead to a significant increase in ROA. This means that increasing
environmental costs by one extra naira will greatly increase ROA by 2.94E-10%
holding the other variables constant. The sign or direction as well as the size or
magnitude are in line with our expectations.

5.2 Conclusion and Recommendations

The study examines if there is any relationship between corporate social responsibility and
profitability in Nigeria. The study uses secondarily sourced panel data over the period from
2005 to 2023 of 20 consumer goods firms listed on the floor of the Nigerian Exchange Group
(NXG). The Panel Least Squares (PLS) regression method results reveal that:(i) ENVC
relationship with ROA is positively significant with a coefficient of 8.78E-11 (ii))ECOC
relationship with ROA is positively significant with a coefficient of 1.01E-09 (iii)SOCC
relationship with ROA is positively significant with a coefficient of 2.94E-10. On the whole,
the study concludes that there is a significant relationship between corporate social
responsibility and profitability in Nigeria for the period under study. The study makes the
following recommendations based on the regression results. (1) Since an increase in
environmental costs will lead to a significant increase in profitability, management should
either maintain the present level of environmental responsibility spending or increase it. (2)
For as much as the result shows that an increase in economic responsibility costs will lead to
a significant increase in profitability, management should either maintain the present level of
economic responsibility spending or increase it. (3) Management should either maintain the
present level of social responsibility spending or increase it for as much as the result shows
that an increase in social responsibility costs will lead to a significant increase in profitability.
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