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Abstract

At a time when there is general increase in price level and decrease in the
purchasing power of currencies, many companies channel more energy to-
wards their economic survival. One of the conflicting questions that confront
the management of companies at such critical time is, “Do we focus on
stakeholders’ concern or shareholders’ concern”. Emanating from this, this
study examined the influence of corporate social responsibility performance
on returns to shareholders. It thus, focused on three aspects of corporate so-
cial responsibility (labour practices, human rights practices and customer
health and safety practices) on shareholders’ return on investment. Secondary
data were sourced from annual financial and sustainability reports of 46 sam-
pled companies from the period 2012 to 2021. Results from the regression
analyses reveals that labour practices have negative influence on shareholders’
return on investment while human rights practices and customer health and
safety practices both have positive influence on shareholders’ return on in-
vestment. However, all effects were found not to be statistically significant.
Owing to this, it is concluded that corporate social responsibility perfor-
mances have no significant influence on shareholders’ return. This could be
due to poor performance scores in some areas of corporate social responsibil-
ity practices and the weak monitoring infrastructure in the Nigerian scenario,
it is therefore recommended that the Nigerian Securities and Exchange
Commission (SEC) builds minimum reporting benchmarks for each expected
performance component of social responsibility practices with annual awards
to encourage better social responsibility performance among Nigerian listed
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firms generally and specifically, the Nigerian manufacturing sector which is
currently a major contributor to the Nigerian economic development.
Keywords

Labour Practices, Human Rights Practices, Customer Health and Safety
Practices, Shareholders’ Return on Investment

1. Introduction

Corporate social responsibility (CSR) is a sustainability-driven initiative which
provides long-term benefits to firms by increasing firm reputation and profita-
bility which may directly or indirectly have some level of influence on periodic
returns to shareholders. Goodluck, Iliemena and Islam (2022) opine that recent
economic play-down and its ripple effects on businesses make corporate sustai-
nability a fear to be faced and a height for the strong. Overtime, many firms have
voluntarily submitted to improving stakeholder welfare through commitments
to CSR due to its seeming benefit. The stakeholders of particular concern are
employees, community, suppliers, customers and investors. These are the closest
stakeholder groups to the firm and are therefore most affected directly and indi-
rectly by its operational activities. The particular areas of CSR performance prac-
tices which directly involve these noted stakeholders include labour practices,
human rights and customer health and safety practices and these three formed
the focal point of this study. As opined by Danciu (2013), CSR represents a way
through which corporate organizations key into the sustainable development
goals of the United Nations. This makes it a highly important responsibility for
continued existence into the future (GRI, 2014). Social responsibility perfor-
mance of an organization is usually disclosed in its annual sustainability reports
(Amedu, Iliemena, & Umaigba, 2019; Iliemena, 2020) while very few parts of it
are usually visible in the annual reports, example; gender diversity and equal
opportunity employment practices. Sustainability reports are voluntarily dis-
closed by corporations that want to offer additional value and information to
their stakeholders concerning the effect of their activities and operations on the
society and environment at large (Garg, 2015). It has been agreed by world
business leaders and through academic researches that sustainability tells on a
firm’s corporate social responsibility. Also, as stated in the Nigerian Code of
Co-operate Governance (2018), “Paying adequate attention to sustainability is-
sues including environment, social, occupational and community health and
safety ensures successful long term business performance and projects the Com-
pany as a responsible corporate citizen contributing to economic development”.
An existing line of argument suggests that improved corporate social respon-
sibility performance should lead to greater returns to shareholders (Brammer,
Brooks, & Pavelin, 2006; Iliemena, 2020). Murray (2010) posits that it is counter
intuitive to think that companies would undertake expenditures on social and
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environmental impacts knowing that there would be no return. Studies are
therefore needed to justify or refute this. Even though some previous studies had
been carried out in this regard, they have been flawed with a lot of weaknesses
pointed out in our empirical reviews to include use of short scope of study (Gu-
ler, Aslem, & Ozlem, 2010; Nollet, Filis, & Mitrokostas, 2016), small sample of
study (Nze, Okoh, & Ojeogwu, 2016; Griffi & Mahon, 1997), country differences
(Griffi & Mahon, 1997; Wissink, 2012; Brammer, Brooks, & Pavelin, 2006; Mur-
ray, Sinclaire, Power, & Gray, 2006), and out of date literature (Griffi & Mahon,
1997; Brammer, Brooks, & Pavelin, 2006; Guler, Aslem, & Ozlem; 2010), these
all call for more improved research to fill these gaps.

Even the results generated from these past studies have also added to the ex-
isting controversy. Griffi and Mahon (1997) in their study found positive rela-
tionship of social responsibility performance with financial performance in US.
Murray, Sinclaire, Power and Gray (2006); Wissink (2012); and Nze, Okoh and
Ojeogwu (2016) found positive relationship existing between corporate social
and environmental performance practices and returns to shareholders. Bram-
mer, Brooks and Pavelin (2006) found a negative relationship between social
performance and stock returns in UK and Nguyen (2018) also reported a nega-
tive relationship. Even at this, some studies still found no relationship what-
soever existing between social responsibility performance and shareholders’ re-
turn. This includes study by Guler, Aslem, and Ozlem (2010), Mittal (2013) and
Nollet, Filis and Mitrokostas (2016). Despite the years of research in this area,
there are still inconsistencies in the results and insufficient literature, more spe-
cifically; literature with evidence from the manufacturing sector paying more
particular attention to labour oriented practices, human right oriented practices
and customer oriented practices. There is therefore need for more research in
this regard. Consequently, this study aimed to investigate the influence of cor-
porate social responsibility performance on corporate return to shareholders.
Emanating from this, our study sought to provide answers to the below ques-
tions;

1) To what degree does labour practices influence shareholders’ return on in-
vestment?

2) What level of influence does human rights practices have on shareholders’
return on investment?

3) What level of impact does customer health and safety practices have on

shareholders’ return on investment?

2. Literature Review
2.1. Corporate Social Responsibility Performance (CSRP)

Social responsibility was conceptualized by the European Commission (2001) as
the voluntary integration of social and environmental concerns in business op-
erations and in interactions with stakeholders. Gossling and Votch (2007) de-

scribed CSR as the pursuit of environmental and social goals which involves all

DOI: 10.4236/jfrm.2023.122009

168 Journal of Financial Risk Management


https://doi.org/10.4236/jfrm.2023.122009

R. O. lliemena et al.

shareholders rather than just the pursuit of financial goals. Corporate Social Re-
sponsibility Performance (CSRP) is an aspect of sustainability performance
which concerns the impacts which organizations have on the social systems
within which it carries out its business operations. Social responsibility perfor-
mance requires that organizational policies and strategies be formulated in such
a way as to cover the aspects of labour practices and descent work, human rights,
society and product responsibility for customer health and safety. Enhanced
CSRP may lead to improved stock returns either directly through cost reductions
and productivity improvements, or indirectly through an improvement in the
firm’s overall standing that makes analysts more willing to recommend the stock
and investors more willing to hold it irrespective of the firm’s costs and revenues
(Brammer, Books, & Pavelin, 2006). The framework currently being used by
companies in Nigeria for the reporting of annual social responsibility perfor-
mances is the Global Reporting Initiative’s (GRI) Guideline 4 under the social
aspect of sustainability reporting (Iliemena & Ijeoma, 2019; Iliemena, Amedu, &
Uagbale-Ekatah, 2023). Reporting social responsibility performances with the
GRI guidelines and standards support companies, public and private, large and
small, protect the environment and improve society, while at the same time
thriving economically by improving governance and stakeholder relations, en-
hancing reputations and building trust (GRI, 2019). The performance guidelines
provided by GRI guidelines include performance expectations under the follow-
ing practice categories which therefore form benchmark for social responsibility

performance in this study as below.

2.1.1. Labour Practices

These are the specific performances of corporate organizations in eight key areas
which are; provision of benefits to full-time employees, post-natal retention of
workers, timely communication of operational changes, occupational health, safety
programmes, employee training and education, equal opportunity employment

and gender diversity.

2.1.2. Human Rights Practices

For the purposes of this study, we focused on 11 key areas of performances
which are; human rights investments, human right policies, procedures to pro-
tect human right , corrective actions for incidents of discrimination, measures to
support freedom of associations and collective bargaining, measures to contri-
bute to effective abolition of child labour, measures to prevent forced or com-
pulsory labour, policy actions to protect rights of indigenous people or commu-
nity of business operation, existence of formal grievance mechanisms, local
community development programmes and initiatives, and actions to ameliorate

negative impacts of operations on local communities.

2.1.3. Customer Health and Safety Practices
In customer oriented practices and performances, our areas of focus were; com-

pliance with regulations and voluntary codes concerning products’ information,
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product labeling and content description, customer privacy, communications on
uses of products, prohibition of sale of banned or disputed products.

In determining labour, human rights and customer oriented performances for
the purpose of this study, we used an index ranking scale of 1 to denote perfor-
mance and 0 to denote non-performance. These indices were therefore con-
verted to percentages to ease comparability.

Figure 1 points out the key performance areas of corporate social responsibil-
ity performances as formulated in the course of this study. The expected prac-
tices under each of these three categories have already been explained above and

thus formed the areas of focus of this study.

2.2. Shareholders’ Return on Investment (SROI)

Shareholders’ return on investment represents how much the market has re-
turned to shareholders as a percentage of money they have invested or retained
in the business. Unlike the usual return on investment ratio, this ratio accounts
for all shares, common and preferred while it focuses on profit after tax which is
considered the earnings available to shareholders. In Accounting for Manage-
ment (2019), SROI is calculated as; SROI = Income after interest and tax/total
average stockholders’ equity. However, we modify and adapt this formula as be-

low;

SROI = Earnings after Taxes/total shareholders’ equity

We decided to use annual total equity instead of the average since our pre-
vious measures for other variables were based on annual figures rather than av-
erages. Furthermore, as we used annual profit after tax instead of average profit,
it is rather justifiable to also use the annual closing figure for the denominator.
The higher the SROI is the higher the market return to shareholders. This ratio

helps in tracking the financial health of a company.

LABOUR
ORIENTED
PRACTICES

CORPORATE SOCIAL
RESPONSIBILITY
PERFORMANCE

HUMAN

RIGHTS CUSTOMER
ORIENTED ORIENTED
PRACTICES

Figure 1. Key areas of corporate social responsibility performance. Source: Researchers’
concept 2023.
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2.3. Theoretical Perspective Using the Agency Theory,
Stakeholder Theory and the Performance Improvement (PIT)
Theory

The primary goal of business is shareholders’ wealth maximization and the abil-
ity of a business to maximize wealth have a lot to do with the decision making
abilities of the business managers who are the agents running the business for
the shareholders, to take decisions that enhance corporate performances for
continues return to shareholders (Iliemena, Egolum, & Agu, 2021; Wissink,
2012; Amedu, Iliemena, & Umaigba, 2019; Aliyu & Noor, 2015). This study finds
the agency theory relevant in explaining the dependent variables (shareholders’
returns) as the theory emphasizes the need for the Agents (business managers)
to take decisions geared towards enhancing the financial performance of corpo-
rate organizations and periodic performance reporting to the Principal (share-
holders). According to Barney (1991), financial performances of an organization
not just play the function to raise the market value of that particular organiza-
tion but also direct development which finally leads to higher return to share-
holders. Managers work hard to achieve corporate objective which is to maxim-
ize wealth invested in the business. The agent is by the agency theory is expected
to report to the principal to demonstrate his efficient use of resources and prop-
er management. The objective of the principal-agent relationship includes deci-
sions based on the principle of maximizing wealth (Garber & Paté-Cornell,
2012). Going by this, it is expected that the management of a firm would put in
necessary effort and make positive decisions that would maximize the wealth of
its owners by providing conducive internal and external business environment,
and ensuring healthy product deliveries. Corporate social responsibility practices
have been noted to be an efficient practice for more sustainable business exis-
tence. In line with the Performance Improvement (PIT) Theory, when a firm is
able to build good image with its internal and external environment, it attracts
more patronage which leads to increased sales (Iliemena, 2020). Increase in sales
with effective cost control mechanisms is expected to result in higher level of re-
turn to shareholders. The stakeholder theory on the other hand suggests that the
purpose of a business is to succeed and be sustainable over time keeping the in-
terests of customers, suppliers, employees, communities and shareholders
aligned and going in the same direction as businesses exist not only for the pur-
pose of its owners (the shareholders) but its stakeholders in general. It is there-
fore expected that operational policies and strategies be fashioned in such a way
that the owners are satisfied without harms to customers, communities, em-
ployees, suppliers or any other stakeholder group. Popa, Blidisel and Bogdan
(2009) had in their study suggested that the stakeholder theory is based on the
premise that “the stronger the companies’ relationships with other interest par-
ties, the easier it will be to meet its business objectives”. Going by the stakehold-
er theory, the success of a business indirectly depends on the “well-being” of its
stakeholders as they become a vital part of the business goal and success. This

study adopts the stakeholder theory to provide the theoretical support for the
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independent variable (CSRP).

2.4. Review of Past Researches

Some of the old works carried out which are related to corporate social respon-
sibility (CSR) performances and shareholders’ returns have been reviewed and
differences in results may have emanated from factors including scope, location,
methodology and measurement variables which created gaps for our current
study. These include the works of Griffi and Mahon (1997) which investigated
the relationship of corporate social performance with financial performance us-
ing 7 US chemical companies. Their study which used content analyses and cor-
relation found that companies with high corporate social performance scores
also recorded high financial performances. As this evidence emanated from the
United States of America, Brammer, Brooks and Pavelin (2006) carried out a
similar study in UK by investigating the relationship between corporate social
performance and stock returns using correlation technique. Their own finding
contradicted the US based evidence as the study reported a negative relationship
between the variables. Also, in UK, Murray, Sinclaire, Power and Gray (2006)
examined the relationship between social and environmental performance dis-
closure and stock market return to shareholders using a sample of the 100 largest
companies over a 10 years evaluation period. The correlation analyses countered
the findings of Brammer, Brooks and Pavelin (2006) as the study revealed that
higher social and environment practices resulted in higher market returns to
shareholders, and vice versa. It is worthy of note that as a weakness, this study
used number of pages to measure performance on social and environmental
practices as contained in sustainability reports. This could therefore be mislead-
ing as the reports could be filled with irrelevant and non-standardized informa-
tion. This necessitates further research to review the contents of the reports.
Consequently, Guler, Aslem, and Ozlem (2010) conducted a study into the rela-
tionship between corporate social responsibility and financial performance of
100 index companies in Istanbul stock Exchange by evaluating their social poli-
cies and financial indicators from 2005 to 2007. The final outcome of the study
revealed there is no relationship existing between corporate social responsibility
and financial performance or profitability. Furthermore, Wissink (2012) studied
the relationship between corporate social performance and corporate financial
performance in Netherlands as correlational study. Result from the study re-
vealed a positive and diverse between corporate social performance and corpo-
rate financial performance. This study was based in Netherland and outcome
may not applicable in Nigeria. In a further study, Mittal (2013) examined the re-
lationship between good financial performance and other indicators of corporate
responsibility over a period of four years using a sample of Indian firms that
have implemented CSR initiatives. This research reported positive relationship
between CSR performance and reputation but no relationship was found be-

tween CSR performance and profitability. As a criticism, the study period cov-
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ered only four years which might not be sufficient to draw valid conclusions.
Aliyu and Noor (2015) in their study investigated the trend of corporate social
responsibility (CSR) practices among 68 listed companies in Nigeria and the re-
lationship of CSR performance with financial performance using content analy-
sis method. The results of the regression and correlation analysis indicated that
community oriented performances, products and customer oriented perfor-
mances and human resources (labour) oriented performances positively influ-
enced corporate financial performance. As this study filed to use market based
measures, Nollet, Filis and Mitrokostas (2016) still investigated these relation-
ships between CSR performance and financial performance using both account-
ing based measures (return on asset and return on capital employed) and market
based measure (excess stock return) using a sample of S & P firms in the periods
2007 to 2011. Result from this study showed no positive relationship. The limita-
tion of this study lies in its focus on only period 2007-2011, which are too short
for a more valid result and then the findings are also considered out of date. Nze,
Okoh and Ojeogwu (2016) further in their own study examined the effect of
corporate social responsibility on earnings of two quoted oil and gas firms in
Nigeria over ten years period using content analysis. Results of the ordinary re-
gression analysis showed that CSR performance has significant positive effect on
earnings management. This study however, deviated entirely from investigating
the influence on shareholders’ returns. Also, result from the two sampled firms
cannot be generalized as valid.

In more recent studies, Nguyen (2018) empirically examined the relationship
between corporate social responsibility (CSR) performance disclosure and fi-
nancial performance of Vietnam banks from 2011-2016 using content analysis
method. Results of the regression analysis carried out in their study revealed that
significantly negative relationship exists between CSR performance and financial
performance. The major limitation of this study is its focus on only the banking
sector and the study was further conducted in Vietnam. The outcome may
therefore differ when re-evaluated from a different sector in Nigeria. Amedu,
Iliemena and Umaigba (2019) carried out a study which partly assessed the val-
ue-relevance of corporate social responsibility performance reporting among
Nigerian companies using content analysis of information disclosed in sustaina-
bility and annual reports. The analyses of the data were conducted using regres-
sion technique and evidence generated from the study revealed among others that
the reporting of corporate social responsibility performance is value-relevant.
Their finding is interpreted to imply that CSRP will increase the value of returns
to shareholders through building of reputation as theorized in Performance Im-
provement (PIT) theory (Iliemena, 2020). Going further, Nygard (2020) in his
study investigated the influence of CSR quality on market value using firms in
Oslo seafood industry. Results of correlation analysis showed that CSR quality
(reporting in compliance with GRI) have a positive influence on the market val-

ue of the firms. The major weakness of this study is that it used an unbalanced
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panel, so the number of periods for each firm was not the same which may have
affected the final outcome. Iliemena, Wobo and Goodluck (2023) also examined
how corporate governance sustainability reporting affects shareholders’ wealth
from 2013 reporting period to 2020. 73 Nigerian manufacturing companies
formed the population while 37 companies were purposively used as the study
sample. The hypotheses were tested using multiple regression analyses. Evidence
from this study showed that governance reporting positively affected earnings
per share within the period. However, the major flaw of this study was its focus
on only governance aspect of sustainability reporting and its use of only EPS to
measure shareholders’ wealth which thus, created the lacuna which this present

study intends to fill, among other gaps.

3. Methodology

This study employed an “ex-post facto” nature of research design which was
aided with content analysis of relevant reports and information contents as
deemed necessary for the study. The population of this study was 73 companies
in four basic sub-sectors as listed on Nigeria Exchange Group comprised as; In-
dustrials 24, Oil and gas 13, Consumer goods 26, Basic materials 10. Purposive
sampling technique yielded 46 companies which made up the study sample.
Data for this study were sourced from secondary sources including Nigerian
Stock Exchange Fact books, the Nigerian Stock Exchange libraries, annual fi-
nancial statements of companies and sustainability reports for the relevant years
(2012-2021). Due to the need to maintain the highest possible sample size, we
used average values of data for the years in order to reduce the chances of miss-
ing information and thus, eliminate study bias. The dynamic panel least square
multiple regression analysis was adopted for the test of hypothetical assertions
emanating from the models about our dependent variable (shareholders’ re-
turns) and independent variable corporate social responsibility performance
(CSRP) measured by LOP, HOP and COP as shown below:

Y =0, + LOP, + HOP, + COP, +¢it (1)

Y = shareholders’ returns (measured by shareholders’ return on investment
[SROI]).
ao = Constant.

LOP, = regression coefficient of Labour oriented practices of firm i in period

HOP, = regression coefficient of human rights oriented practices of firm i in
period t.

COP; = regression coefficient of customer oriented practices of firm i in pe-
riod t.

git = error term of firm i in period t.

As a rule, we are expected to accept the null hypotheses where the probability
values were greater than the alpha value; otherwise we are expected to reject the

null hypothesis.
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4. Analyses and Discussions

Table 1 shows at a glance, the basic features observed in the study data. Detailed
information in Table 1 show that among the companies studied, the minimum
performances for labour practices, human rights practices, and customer oriented
practices were respectively 0.28, 0.16, 0.79 and 0.07 while the maximum values
were 0.65, 0.74, 0.96 and 0.31 respectively. What this shows is that customer
oriented practices were observed to yield the highest performance score with a
mean score of 0.89 and standard deviation of 0.10. This is followed by labour
oriented practices with a mean score of 0.48 and a standard deviation of 0.11.
The least social responsibility performance was observed to be in the area of
human rights practices which recorded a mean score of 0.43 with standard devi-
ation of 0.11.

Given the above, we proceeded to test our study null hypothesis as below;

H,: Corporate Social responsibility performances have no significant influ-

ence on shareholders’ return on investment.

SROI =a,, + LOP, + HOP, + COP, +¢it
SROIl =0, —0.199LOP +0.023HOP + 0.010COP +0.05

Table 2 and Table 3 show the model summary and regression coefficients for
the effect of social reporting index on return on sales. The result of the multiple
regression analysis above shows an R-Square of 0.265 which implies SRP ac-
counts for 27% of changes in SROI while 73% of changes in SROI are ac-
counted for by the error margin specified in our model above. Comparatively,
the results indicate that only LOP has negative influence on SROI with negative
coefficient of —0.199. On the other hand, HOP and COP both have positive in-
fluence on SROI with coefficients as 0.023 and 0.010 respectively. The signific-
ance levels of all variables for SRP (LOP = 0.39, HOP = 0.30 and COP = 0.91),

Table 1. Descriptive statistics for the study.

Variables Observations Minimum Maximum Mean Std. Deviation
LOP 46 0.28 0.65 0.4756 0.11004
HOP 46 0.16 0.74 0.4372 0.09256
COP 46 0.79 0.96 0.8941 0.10321
SROI 46 0.07 0.31 0.1903 0.11343
Valid N (listwise) 46

Source: Researchers’ computation using SPSS 21.

Table 2. Model summary for the prediction of SROI by CSRP.

Model R RSquare  Adjusted R Square  Std. Error of the Estimate

1 0.515* 0.265 0.088 0.12066

Researchers’ computation 2022 via SPSS 21.

DOI: 10.4236/jfrm.2023.122009 175 Journal of Financial Risk Management


https://doi.org/10.4236/jfrm.2023.122009

R. O. lliemena et al.

Table 3. Regression coefficients of the influence of CSRP on SROI.

Unstandardized Standardized
Model Coefficients Coefficients t-Statistics Sig.
B Std. Error Beta
(Constant) 0.067 0.214 0.314 0.755
LOP -0.199 0.225 -0.155 -0.883 0.385
' HOP 0.023 0.022 0.188 1.046 0.304
COP 0.010 0.109 0.018 0.090 0.929

Researchers’ computation 2022 via SPSS 21.

were respectively greater than 0.05 (5%) level of significance. Consequently, we
accepted the null hypothesis that there is no significant influence of Social re-
sponsibility performance on shareholders’ return on investment. The result
faulted our a priori expectation that a unit increase in SRP will yield corresponding
increase in shareholders’ returns. This finding is however in agreement with
Brammer, Brooks and Pavelin (2006) which found a negative relationship be-
tween social performance and stock returns in UK and the outcome of the study
carried out by Nguyen (2018) which also reported a negative relationship be-
tween CSR performance and Financial performance.

Contrary to our result, Griffi and Mahon (1997) in their study found positive
relationship of social responsibility performance with financial performance in
US. Other contrary evidences include the work of Murray, Sinclaire, Power and
Gray (2006) which further found positive relationship existing between corpo-
rate social and environmental performance practices and returns to sharehold-
ers. Furthermore, Wissink (2012) and Nze, Okoh and Ojeogwu (2016) also
found a positive relationship between corporate social performances and corpo-
rate financial performances. Aliyu and Noor (2015) in their study further con-
tradicted our study outcome in their result which indicated that community
oriented performances, products and customer oriented performances and hu-
man resources (labour) oriented performances positively influenced corporate

financial performance.

5. Conclusion and Recommendation

This study set out to examine the influence of corporate social responsibility
performances as measured by labour practices, human right practices and cus-
tomer health and safety practices on shareholders’ return as measured by the
value of shareholders’ return on investment. Evidence indicated that most of the
variables have positive but no significant influence on shareholders’ return on
investment. Consequently, this study concluded that corporate social responsi-
bility performances have no significant influence on shareholders’ return. This
could be due to poor performance scores in some areas of social responsibility

practices and the weak monitoring infrastructure in the Nigerian scenario, it is
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therefore recommended that the Nigerian Securities and Exchange Commission
(SEC) should build minimum reporting benchmarks for each expected perfor-
mance component of social responsibility practices with annual awards to en-
courage better social responsibility performance among Nigerian listed firms
generally and specifically, the Nigerian manufacturing sector which is currently

a major contributor to the Nigerian economic development.
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