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ABSTRACT

This study investigates the relationship between corporate social responsibility disclosure (CSRD)
and financial performance of listed conglomerates firms in Nigeria, with the use of secondary data.
The secondary data was sourced from sampled firms’ annual account and reports between 2007-
2016.The data generated were analyzed using descriptive, multivariate regression, Correlation and
disclosure index. The major finding from the analysis reveals that there was a positive relationship
between CSRD and financial performance, in the light of the major findings it was concluded that,
CSRD brings about improvement in the financial performance of the sampled conglomerates in
Nigeria since they maintain a positive relationship.
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1. INTRODUCTION firms to communicate their CSR efforts through

voluntary and obligatory disclosure to ensure that
The public's increasing consciousness of CSR  stakeholders are conscious of the suitability of
related issues is putting aggregate pressure on their actions taken on social and environmental
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issues [1]. Many companies have allocated
resources and efforts to disclose extensive
information about CSR issues in their annual
report. Such disclosure conveys information that
is useful to address the needs of multiple
stakeholder groups, especially financial ones
such as shareholders [2,3]. The demand for the
potential value of CSR disclosure for
shareholders has attracted growing interest in
academic research. Many studies examine the
usefulness of CSR disclosure for shareholders
by analyzing the impact of voluntary CSR
disclosure on firm performance [4].

Though, it is essential to understand the factors
affecting a firm’s decision to disclose CSR
information and the quality of CSR disclosure, as
stakeholders and the general public depend on
such information to evaluate firm CSR [3]. Prior
studies have investigated various corporate
characteristics such as firm age, leverage, and
industry type, among others [5,6] The existing
evidence, however, is inconclusive regarding the
relation between firm performance and CSR
disclosure. Although [7,8,9] documents a positive
relationship, many studies find either no
relationship or an inverse relationship between
profitability and CSR disclosure [6]. In addition,
CSR disclosure and its appreciation by capital
market participants are still incomplete and
questionable [10].

From agency perspective, CSR reporting may
represent an opportunistic manipulations by
managers, and may thus reduce shareholders'
wealth [11]. Indeed, managers enjoy full
discretion over what to report on CSR issues. As
a result, CSR information disclosed may not
reflect firms' CSR performance [12,13]. In these
settings, shareholders need to apply filters to
assess the credibilty of wvoluntary CSR
information [14]. However, according to the
stakeholder theory, managers balance diverse
information requests from multiple stakeholders
and may not respond to all stakeholders with the
same degree of attention [2]. Rather than
satisfying every stakeholder, firms prioritize their
stakeholders  after assessing stakeholder
attributes, including power, legitimacy and
urgency [15]. Different firms face different
expectations from their stakeholders and have
different prioritization processes. In firms with
critical stakeholders, managers will give more
consideration to their demands and disclose
more CSR information, regardless of the level of
firm performance [3].
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This study seeks to examine the effect of
firm performance on CSR disclosure in Nigeria
from the perspective of firm performance. We
focus on Nigerian companies due to the
circumstance that a country of origin may be an
important determinant of the level of CSR
disclosure [16,17]. Whereas many studies have
focused on the variation in CSR disclosure
across developed nations [18,19,5,17] only a few
have addressed this issue in developing
countries [20,3] and not much attention to date
has been directed toward CSR disclosure in
Nigeria. Furthermore, in response to increasing
criticism regarding the low level of CSR among
Nigerian companies.

2. PREVIOUS
REVIEW)

STUDY (LITERATURE

The concept of corporate Social Responsibility
(CSR) is an issue that dominates the existing
body of literature. Many authors made an attempt
to approach this term with different
interpretations. [21] (p.317) defined CSR as “the
firm’s considerations of and response to issues
beyond the narrow economic, technical, and
legal requirements of the firm to accomplish
social benefits along with the traditional
economic gains which the firm seeks”. [22] (p.
49) opined that “CSR concept is to show that
ethical principles, from wherever derived, can
improve reasoning and harmonize decisions,
especially in complex circumstances and thus,
enhance performance”. The unclear state of
CSR definition is recognized also by [23].

Investigating the relationship between CSR and
firm financial performance has been highly
developed and researched in the modern
literature. The link between may be positive,
neutral or negative. Based on the summary of
findings in the research of [24], it was further
revealed that the linkage between CSR and
financial performance is unclear. Thus, we can
divide researches in three groups: those which
found positive relationship, suggesting that CSR
improves firms’ value, those which found
negative relationship, adopting the idea that firm
must use its resources only to maximize its
profits and otherwise it will have adverse results,
and those which found neutral relationship,
implying that there are many factors that can
prevent researchers from secure results [25].
Neutral association can be explained if CSR is
perceived as pure marketing strategy [21].



However, the mixed findings from prior studies
were group into three categories the first reveal
positive  relationship [21,7,4,9,26]. Neutral
relationship (no significance) was found in the
studies of [27,18,28,8]. While negative
relationship was maintain in the work of [19,3].
Therefore, drawing upon the revelations from
prior studies, the hypotheses will be formulated
as;

Ho4:Conglomerate companies in Nigeria do not

significantly disclose CSRD activities
in the annual reports.
Hp2:There is no significant relationship

between Social responsibility disclosure
and ROA of conglomerates firms in
Nigeria.

Hos:There is no significant relationship
between Social responsibility disclosure
and ROCE of conglomerates firms in
Nigeria.

Hos:There is no significant relationship
between Social responsibility disclosure
and ROE of conglomerates firms in
Nigeria.

3. OBJECTIVES OF THE STUDY

The main objective of this work is to determine
the impact of Corporate Social Responsibility
Disclosure (CSRD) on financial performance of
listed conglomerates in Nigeria. Other specific
objectives include:

i. To determine the Ilevel of social
responsibility disclosure made in the
annual report of Nigerian listed
conglomerates.

i. Examine the relationship between Nigerian
listed conglomerates’ social responsibility
disclosure level and ROA.

iii. Assess the relationship between Nigerian
listed conglomerates’ social responsibility
disclosure level and ROCE; and

iv. Evaluate the relationship between Nigerian
listed conglomerates’ social responsibility
disclosure level and ROE.

4. RESEARCH METHODOLOGY

This section deals with the methodology used in
the research. In particular, it explains the
research design, population of the study, sample
size and sampling technique, sources and
methods of data collection, variables of the
study, as well as the statistical techniques used
for data analysis.
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4.1 The Research Design

The research design is content analysis
which  deals with the framework of
data collection. This involves tracing of data of
each component of CSRD and financial
performance in the annual accounts and reports
of listed conglomerates firms in Nigeria with the
use of dependent (CSRD) and independent
(ROA, ROCE and ROE) variables, a quantifiable
data will be used to give explanation to the
outcome of the study, with the help of ordinary
least square approach(Regression analysis by
using IBM’s Statistical Product and Service
Solutions — SPSS 16.0 software [29,30] (p.58)
and the disclosure index. Information for
evaluating CSRD and financial performance can
best be obtained from the historical data
documented in the annual reports and accounts
of the listed conglomerates.

4.2 Sampling

The population of the study, comprised of all the
8 conglomerates firms that are listed in the
Nigerian Stock Exchange, this includes AG
Leventis, Unilever, CFOA, SCOA, John Holt, P.Z,
UAC, UTC. The sample size of the study is
derived using the sample selection formula used
by [31,32].

n=N
1+Ne?

Where: N=the population size; N=the sample
size; e=the margin error at 25%

By substitution, the sample of the study was
determined as follows:

N=8, and €=25%: N=8/1+8(0.25)%
n=8/1+8(0.0625); n=8/1+0.5; n=5.33

The result reveals that, the sample of the
study is 5.33 companies out of 8 companies that
formed the quoted companies in the Nigerian
listed conglomerates. Hence, the sample of the
study comprised of five companies. In the
selection of the sample firms from the sector,
there was strict adherence to the rule of stratified
random sampling. That is to say, after the
stratification, we then write the names of the
firms on separate pieces of paper and subject
the selection to a raffle draw, which results in the
emergence of A.G Leventis, Unilever, P.Z, UAC,
and John Holt.



4.3 Method of Data Collection

The main aim of the study as mentioned earlier is
to assess the impact of corporate social
responsibility disclosure on financial performance
of listed conglomerates firms in Nigeria. The
study thus, utilizes data from a secondary
source. Data are obtained from the annual
accounts and reports of the 5 firms that make up
the sample for the study. The time frame for the
study as stated in chapter one is ten years,
covering the period 2007 to 2016.

4.3.1 Dependent variable

The dependent variable in this study is the total
CSR disclosure index. The list of disclosure
items includes both financial and non-financial
items that are relevant to investment decision-
making, and which the listed conglomerates may
disclose. The primary items of social
responsibility information included in disclosure
index were selected from the study of [33] which
were considered essential for computing social
responsibility disclosure requirements.

4.3.2 Independent variables

Return on assets (ROA), Return on capital
employed (ROCE) and Return on equity (ROE)
are measures of financial performance adopted
in this study as independent variables, these
variables were also used by previous
researchers in their study of CSR [23,34,35,36].
The independent variables (ROA, ROCE, and
ROE) have been measured and computed thus:

4.3.3 Multivariate regression analysis

The study used multivariate regression analysis
to explain variation in total disclosure of CSRD
index. This was used to test hypothesis 1, 2 and
3 for the purpose of explaining how the
independent variables of the study (such as
ROA, ROCE, and ROE) influences the
dependent variable (total CSR disclosure). This
study adopts and modified the multivariate
function of [32] as follows.

CSRD = ag+ a4 ROAS + a,ROCE+a3;Roe + e

Where: CSRD= Corporate Social Responsibility
Disclosure; ROA=Return on Asset
ROCE=Return on capital
ROE=Return on equity

e = error term,qay is the intercept; a4, a,, and
asare the Beta coefficients

employed;
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5. RESULTS AND DISCUSSION

Table 1 presents the descriptive statistics of both
the explanatory and dependent variables that are
specified in the model of the study. According to
the statistics, the average values of the
Dependent variable Corporate Social
Responsibility Disclosure (CSRD) is 0.92 and the
standard deviation is 4.92704 indicating lack of
substantial variation. The other variables which
are all the explanatory variables in the table also
show evidence of some level of variability. On
the overall Return on Equity (ROE) has the
highest standard deviation with about 17.09156
and CSRD has the lowest standard deviation
account for only 4.92704, the higher the standard
deviation the higher the financial performance for
conglomerate firms.

In an effort to establish the nature of the
relationship between the dependent and the
independent variables, and also to ascertain
whether or not multi-collinearity exists as a result
of the correlation between variables, Table 2 is
incorporated for the purpose of analysis. The
correlation matrix in Table 2 provides some
insights into which of the independent variables
are related to the dependent variable CSRD.

Table 1. Descriptive statistics

Mean Std. N
deviation

Corporate social .9200 4.92704 50
responsibility

Return on asset 14.1626 10.60343 50
Return on capital 17.7956 15.40535 50
employed

Return on equity 19.5492 17.09156 50

Source: Computed from Annual report (2007-2016) using
SPSS. 16.

Table 2. Pearson correlation

CSRD ROA ROCE ROE
CSRD 1.000 .970** .703** -.235
ROA .970** 1.000 T31% -.250
ROCE 703" 731 1.000 -172
ROE -.235 -.250 -172 1.000
Source: compiled from Annual report (2007-2016) SPSS
16.0.

From the above matrix, the values are on the
diagonal are all 1.000 indicating that each
variable is perfectly correlated with itself. The
highest correlations with CSRD are Return on
Asset (0.97) and Return on Capital Employed
(0.70). Both correlations are strong and positive
and statistically significant, which implies that for
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Table 3. Variance inflation factor

Variables VIF 1NIF
ROA 2.03 0.49
ROCE 1.98 0.51
ROE 1.06 0.94
Mean VIF 1.69
Source: Author’'s computation

Table 4. Model summary

Model R R Adjusted Std. error Change statistics Durbin-
square R square of the R Beta dff  df2 t-test Watson
estimate  gquare value
Change

1 .252° 165 102 .27372 .063 1.039 3 46  .0384 2.280

a. Predictors: (Constant), RETURN ON EQUITY, RETURN ON ASSET, RETURN ON CAPITAL EMPLOYED
b. Dependent Variable: CORPORATE SOCIAL RESPONSIBILITY DISCLOSURE

any changes in the value of Return on Asset and
Return on Capital employed of the sampled
conglomerates in Nigeria; their CSRD will be
directly affected. Based on these results we
therefore reject null hypothesis 2 and 3 and the
alternate accepted, because there is positive and
significant relationship between ROA, ROCE and
CSRD. On the other hand, Return on Equity and
CSRD show negative correlation of (-0.235),
which implies that, if there is a slight decrease on
the level of CSRD, the value of ROE will reduce.
Therefore, the null hypothesis 4 will be accepted.
The correlations between independent variables
are positive with the exception of correlations
that exist between Return on Equity and other
independent variables. To further assess the
validity on non-multi-collinearity indication
revealed by the correlation matrices, the study
uses Tolerance Value (TV) and Variance Inflation
Factor (VIF).

The following Table 3 represents the results of
TV and VIF for the CSRD outcome components.

From the above regression result, we check the
variance inflation factors (VIF) of our regressions
and find that multicollinearity is not a major
concern because each of the scores is below the
cutting-point 10 [37].

The test of overall significance of regression
implies testing the null hypotheses. The overall
significance of the regression is tested using t-
statistics. In this study, the calculated t-value of
0.0384 is significance at 5%. It has also been
established by the P-value of 0.001<0.1. It is
therefore, concluded that linear relationship exist
between the dependent and the independent
variables of the model. Based on these findings,

the postulations which respectively state that
CSRD does not have any significant relationship
with financial performance (ROA, ROCE and
ROE) of listed conglomerates were rejected. The
evidence established that the dependent variable
(CSRD) have impact on independent explanatory
variables (ROA, ROCE and ROE) of listed
conglomerates in Nigeria.

This study shows that there is a linear
relationship between CSRD and financial
performance (return on asset, return on capital
employed and return on equity. However, the
results obtained is in line with the finding of
[4,9,26] but however, contradicts the result of
[19,3,23].

6. CONCLUSIONS

In the light of the summary of the major findings
of the study, the following conclusions are drawn;

I. Listed conglomerates firms in Nigeria
do disclose the requirements of CSRD,
but on the average the disclosure is
low and falls within the weak level. And
while firms emphasize more or less
important requirements, they pay less
attention to those requirements that add
value and quality to their financial
statements.

Il.  Return on asset influences the decision of
the listed conglomerates firms to disclose
the requirements CSRD. The higher the
asset size, the higher the level of
disclosure among listed firms in Nigeria.
Higher efficiency level enables higher



allocation of resources with the purpose of
socially more responsible corporate
performance and vice versa; socially
responsible corporate performance have
an impact on improved efficiency,
measured by financial indicator.

Ill. CSR brings about some improvement
in the financial performance (return
on capital employed) of sampled
conglomerates in Nigeria since it
impact positively on financial performance
and as such conglomerates firms should
utilize the opportunity of engaging in CSR
activities.

IV. This study limitations include the fact that
only financial annual reports and accounts
was used and we limited our sample to
listed conglomerates. The reason for
these, is the difficult in collecting data in a
developing country like Nigeria.
Furthermore, we only examine corporate
social responsibility disclosure in annual
report whereas there are other method by
which conglomerates can disclose their
CSR activities like stand-alone report and
their websites.
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