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ABSTRACT

The study examined the relationship between cotpaecial responsibility and performance of selédirms in
Nigeria. The specific objective of the study wasditermine if there was any significant relatiopshetween social
responsibility cost and corporate profitability time selected firms. The study was based on tHelstéder theory of
social responsibility which emphasized the needafoorporate organization to satisfy the requirdmehvarious interest
groups. Exploratory research design was employéd theé use of time series data. Product momenelation was used
to test the hypothesis and to determine whethee tiseany significant relationship between somaponsibility cost and
corporate profitability in the selected firms. Fimgs revealed a significant relationship betweetiasdaesponsibility cost
and corporate profitability. Therefore, the studgnduded that social responsibility was vital togamizational
performance. It is recommended that firms in exiig should endeavour to increase their commitntensocial

responsibility by setting aside substantial amadrheir income to social responsibility programmes
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INTRODUCTION

The survival of every business depends on the aglisiiment of its objectives. The two broad categmrof
business objectives expected to be accomplishdddiececonomic objectives and social objectives. l§Vkconomic
objectives are the targets to be accomplisheddmibrketing efforts of an organization, social objes are associated
with the aims of an organization towards satisfyimg interest of its shareholders, employees, badjéneral public (Rao
and Krishna, 2002). This study focused on the $atigectives otherwise known as social responsiédiof business.
Corporate social responsibility as defined by Peamd Robinson (2011) is the obligation which efiras to satisfy the

financial interest of its stockholders as well@asneet the needs of the society.

Social responsibility has been in practice fortagas. It can be traced back to the Quakers i 47d 18
centuries whose business philosophy was not tatgaterofit maximization only but also, to add walto the larger
society. In their view, there is interdependencevben business and the society meaning that thgyneeach other for
survival (Moon, 2002). In Nigeria, corporate socidponsibility gained importance in the 1990s assalt of the interest
shown by the international communities in the dohfbetween oil and gas companies and their hostnmanities
(Oguntade and Mafimisebi, 2011).

This study examined the relationship between aatposocial responsibility and organizational perfance by
studying a total of ten selected firms in Nigeriaieh include Flour mills of Nigeria Plc, First Bardd Nigeria Plc,
Guinness Nig. Plc, Julius Berger Nig. Plc, Mobil ®ig Plc, Nigerian Breweries Plc, Nestle Nig Plogtal Nig. Plc,
Unilever Nig. Plc, and Zenith Bank Plc.
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Statement of the Problem

Corporate social responsibility has become thdrakfocus in examining the relationship betweersibess
organizations and the society. Organizations haentconfronted with the challenges of satisfying tleeds of their
stakeholders which has compelled them to engagedial responsibility. Stakeholders are now holdingporate firms
accountable for the social and economic effectg #ie having in every community where they are afreg (Akindele,
2011). In Nigeria, the issue of corporate sociapomsibility cannot be separated from the socia anvironmental
concern in the country. According to Oguntade arafiMisebi(2011), organizations operating in Nigdra@ae not done
enough to improve the social welfare of the hoshicwinities where they are operating despite the langeunt of profits
they are realizing. The expectation of social sErffom corporate firms has become very high ineNaespecially in the
oil producing areas and the negligence of the éggtieas by those companies has resulted to a uébylent environment
for them (Onwuchekwa, 2002). Poverty in the coypritliteracy, poor infrastructure, bad road netlwand environmental
pollution are possible issues that necessitat@dled for organizations to play active role in$beiety in order to address
the problems.Why should managers care about stilexBoand social responsibility? If managers igrtbieeclaims that
stakeholders place on their organizations, theesialkers are likely to withdraw their support whietight impede the
performance of those organizations. In order waitds,in managers’ self-interest to take stakebmdcclaims into account
(Hill and McShane, 2008). There are enormous dostdved in engaging in social responsibility whictay affect the
performance of organizations. It is in this regémndt this study intends to investigate the relafop between social

responsibility cost and corporate profitabilityarder to determine if it is relevant to the perfamoe of firms in Nigeria.
Objective of the Study

The objective of this study is to determine ifréhés any significant relationship between soaabonsibility cost

and corporate profitability in the selected firms
Research Question

What has been the relationship between sociabressipility cost and corporate profitability in teelected firms?
Research Hypothesis

H,: There is no significant relationship between ab@sponsibility cost and corporate profitabilitythe

selected firms.

H;: There is a significant relationship between do@aponsibility cost and corporate profitability the selected

firms.

REVIEW OF RELATED LITERATURE
Conceptual Review

Corporate social responsibility arises out of thierdependence of an organization with the socgatg the
environment where it is operating (Mullins,2pORIcShane and Glinow (2003) defined social resiiility as a
person’s or an organization’s moral obligation todgaothers who are affected by his or her actitireerves as a source
of motivation in solving societal problems. Corperasocial responsibility is combined with corporatecial
responsiveness to produce what is known as comaatial performance. A good social performancesdsially

responsible and also improves organizational p@bifity (Stoner, Freeman and Gilbert, 2008). In twerds of
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Onwuchekwa (2000), an organization is socially oesible when it does not restrict itself within timeinimum
requirement of the law but rather, goes beyontidét.therefore views corporate social responsibdiythe acceptance of

social obligation by an organization beyond whatldw requires.

Jones and George (2003) viewed social respongib#itthe obligation of a manager to enhance théaweedf the
stakeholders and the society in general. In thegmion of Kazmi (2003), what a corporate orgamiwaintends to do is
indicated by its social responsibility. The primatakeholders to corporate organizations are theecsvwho risk their
money to establish and run the business. Therefoeebusiness has the responsibility of maximizimg wealth of the
owners and other stakeholders such as the emplayeesustomers, the community and the governnmergsponding to
their demands (Fry et al, 2001).

Social responsibility in the opinion of Kreitne2007) has become a very vital organizational fumcthat has
been given serious consideration by corporate @gtons due to its importance in linking businésghe society and
creating cordial relationship with government whiatcording to the author has to be carried outnireffiective and
efficient manner. Therefore, Thompson et al (20@déhclude that corporate organizations should egeracocial
conscience in making decisions that affect staldshg| especially the employees, communities where ¢perate and the

society at large in order to be regarded as exasnptaporate citizens.

Organizational performance is the comparison efdhbtual results of an organization with its inishdesults
(en.m.wikipedia.org). According to the Richard (2DOorganizational performance refers to the extenwhich a firm is
able to accomplish its stated objectives which banin the area of market share, turnover, innomatfroductivity,
profitability, customers’ satisfaction etc. Marlgktare refers the percentage of the total busimassetction of a particular
industry which a firm has. Turnover is the actudés value of a firm. Innovation is the modificatiof an existing product
into a new product. Productivity is a measure ofvhveell a firm is performing which also serves asimadicator of the
efficiency and competitiveness of a firm in thegotion and marketing of goods and services.

Profitability refers to the capacity of firm to mgrate profit. Profitability which is one of thedicators of
organizational performance has two types of raamealy return on sales, and return on investmenrgsier, 2012).
Return on sales refers to a firm’s ability to tfanms sales into profits. While return on investnenteasures the overall

ability of a firm to generate shareholders’ wealth
Theoretical Framework

This study is anchored on the stakeholder thedrgrganization management and business ethics wdeeths
with values and morals in managing an organizafitns theory maintains that there is need for ajapization to engage
in active social role in the society where it iseogting since it depends on the society for sustndOjo, 2012).
Investors, shareholders, employees, customers|istgmovernment and the communities are the btaklers capable of
influencing organizational performance of which mgers must ensure that their demands are satesfiearding to this

theory.

The stakeholder theory therefore takes into ce@maitbn the need to satisfy those interested gadégable of
influencing organizational performance if an orgation is to survive in its environment (en.wikiggedrg). Corporate
social responsibility has become a necessity is hesent time due to the goodwill it generates fandhe fact that

interdependence exist between the corporate firnts the environment where they are operating. Theoqae of
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establishing an enterprise is value creation thatlives producing goods and services that willsatihe demands of the

society which maximizes profit for the owner anahtribbute in solving societal needs (Akindele, 2011)
Review of Empirical Studies

Empirical studies have been carried out in th@ afesocial responsibility by examining its relaiship with the

performance of organizations. The scholars’ viemd findings are presented below:

The relationship between social responsibility dudiness performance with Intercontinental Banla asase
study was investigated by Ezeilo (2009) in Nigevith the use of survey research design. Her finglimglicate that most
business organizations have positive perceptionitabarporate social responsibility issues. Sheetioee, concludes that
organizations’ growth, visibility, sustainabilitynd survival on the long run depends on how sociedlgponsible the
company is to the stakeholders. This study carried out by Okafor, Hassan and Ha$3@@8) on environmental issues
and corporate social responsibility with Nigeriasasase study reveals that industrial activitiegehadversely affect the
environment creating serious discomfort to the Initaats especially in the oil producing area of eththere is urgent

need to seriously address the problem.

Anyafulu (2010) examines the impact of social cesibility on organizational performance usingveyr data
and came up with the finding that different aref<arporate social responsibility contribute diffatly to the public
image of an organization. In examining the relalip between corporate social responsibility andaoizational
effectiveness of insurance companies in Nigeriawokudejo and Aduloju (2011) making use of survataddiscovered
that involvement in corporate social responsibilitgve positive relationship with organizational eeffveness and
therefore, conclude that being socially responsilale help insurance companies succeed, increagetbétability and

overall performance.

Akindele (2011) carried out a study on corporaieia responsibility as an organizational tool &rvival in
Nigeria by examining four major banks in Osogboy®State in order to identify the extent of pap#tion of the banking
industry in CSR using primary source of data ceidecprocedure through the administration of questaire. Frequency
distribution was used to analyze the data anditftirigs of the study revealed that about 90% ofpticipants indicated
that the extent of participation of the banks inigbresponsibility activities is high.

A critical assessment of environmental issues e@gorate social responsibility in Nigeria, the &ligDelta
region as case study was undertaken by Ejumudo, &ub Sagay (2011). The researchers made use\@ystesearch
method which involves primary source of data cditecand came up with the findings that oil comgaractivities in the
region have had destructive effect on the envirartra@d conclude that oil companies operating inrédggon has done

little or nothing in minimizing the difficulties adhe host communities.

Classon and Dahlstrom (2006) carried out a studycorporate social responsibility and how it cafeetf
company performance in Sweden using survey datgreb that CSR can influence customer perceptiores groduct or
service offering and in the end affect companyqgrenince Among all the studies reviewed above, it appeasribne of
the authors used time series data that coveneeriad of years with correlation technique to assesocial responsibility

is statistically relevanb the performance of organizations in Nigeria.
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METHODOLOGY
Research Design

This study employed exploratory research dedigis. vital for discovering ideas and insights irttee natural
phenomena(Ezejelue, Ogwo & Nkamnebe, 2008). Thaysttilized time series data that involve sociapensibility
expenditure and profit after tax of the selectexh$i which covered a period of five years (2007 £120

Sources of Data

Secondary data were used for the study which weteacted from the 2011/2012 Nigerian stock exckang

factbook , textbooks, journals and internet pubioses.
Method of Data Analysis

Pearson’s product moment correlation which is ofhgehe best known measures of association was imsed
carrying out the analysis to determine if sociapansibility is relevant to organizational perforroa. According to
Cohen et al (2004), it is a statistical value ttaaiges from -1.0 to +1.0 and express the relatiprisha quantitative form.

The coefficient is represented by the symbol “riethis given by the formula:
N(Zxy) — (Ex)(Zy)

r=
J [NEx? — (520)?] [[NEy? — ()]

Where: r = Correlation Coefficient
X = Variable
y = variable
N = number of observation

The coefficient is usually a decimal value whiaeli§ within the range of -1.0 to +1.0. The cloder toefficient is

to -1.0 or +1.0 the stronger the relationship of thariables involved. The hypothesis was teste&%tlevel of

significance.
DATA PRESENTATION AND ANALYSIS

The costs of social responsibility and profit aftax of each of the firms under study for five yeavere

computed in order to determine the strength of tleationship.

Table 1: Flour Mills of Nigeria Plc

Soc Resp cost| Profit After Tax

Year (o ™)

2007 15 733 060 7 474 468 000
2008 7 880 000 6 363 082 000
2009 12 050 000 3891 754 000
2010 20 219 000 16 947 986 000
2011 19 180 000 9 450 204 000
Total 75 062 060 44 127 494 000

SourceNSE Factbook 2011/2012
Annual Reports 2007-2011
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Table 2: First Bank of Nigeria Plc

2007 304 808 000 36 679 000 00
2008 438 729 000 12 569 000 00
2009 967 400 000 3622 000 000
2010 887 700 000 29 177 000 00
2011 968 598 772 44 785 000 00

o

o

Source:NSE Factbook 2011/2012
Annual Reports 2007-2011

Table 3: Guinness Nigeria Plc

2007 138 453 000 10 691 060 000
2008 146 115 000 11 860 880 000
2009 186 868 620 13 541 189 000
2010 77 900 000 13 736 359 000
2011 50 774 740 17 927 934 000

Source:NSE Factbook 2011/2012
Annual Reports 2007:20

Table 4: Julius Berger Nigeria Plc

2007 | 4775000 1 768 252 000
2008 | 11243500 | 2508 265 000
2009 | 11295000 | 3300131 000
2010 | 11400000 | 2804 105 00(
2011 | 9250 000 4874 513 000
[ Total | 47963500 | 15255270000 |

SourceNSE Factbook 2011/2012
Annual Repa@07-2011

Table 5: Mobile Nigeria Plc

2007 | 6120000 | 1131103000
2008 | 2900000 | 1718579 000
2009 | 2150000 | 2841963 000
2010 | 4350000 | 3885610 000
2011 | 8750000 | 3 754 676 000
[ Total | 24270000 | 13331931000

Source:NSE Factbook 2011/2012
Annual Reports 2007-2011



Table 6: Nigeria Breweries Plc

2007 44 942 024 18 942 856 00
2008 27 633 908 25 700 593 00
2009 100517175 27 910091 00
2010 67 123 955 30332118 00
2011 359 480 000 38 025 570 00

LS S W S =

Source:NSE Factbook 2011/2012
Annual Reports 2007-2011

Table 7: Nestle Nigeria Plc

2007 7 762 938 5441 899 000
2008 6 279 800 8 331 599 000
2009 18 436 555 9 783 578 000
2010 3 000 000 12 602 109 000

2011 12 802 000 16 808 764 00

o

Source:NSE Factbook 2011/2012
Annual Reports 2007-2011

Table 8: Total Nigeria Plc

2007 4 200 000 3 255 410 000
2008 4 200 000 4 393 162 000
2009 4 000 000 3 968 059 000
2010 4 000 000 5436 638 000
2011 4 000 000 3 813 202 000

SourceNSE Factbook 2011/2012
Annual Reports 2007-2011

Table 9: Unilever Nigeria Plc

2007 75315818 1296 533 000
2008 51 261 426 2596 533 000
2009 57 836 269 4 096 822 000
2010 30 326 117 4 180 620 000

2011 103 195 404 5491 076 000

Source:NSE Factbook 2011/2012
Annual Reports 2007-2011
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Table 10: Zenith Bank Plc

Year Soc Resp cost Profit After Tax
8 )

2007 571 909 454 18 779 000 000
2008 1661963179 51 993 000 000
2009 1 960 000 000 20 603 000 000
2010 503 000 000 37 414 000 000
2011 716 000 000 44 189 000 000
Total 5412 872 633 172 978 000 000

Source:NSE Factbook 2011/2012

Annual Reports 2007-2011

Table 11: Correlation of Social Responsibility andProfit Data

Firms Soc Resp Data Profit Data , ,
X N'000,000 Y N'000,000 Xy X y
First Bank Plc 3567 138543 49418284 12723489 1942849
Flour Mills Plc 75 44127 3309525 5625 1947192129
Guin Nig. Plc 600 67757 40654200 360000 4591011049
Jul Berg Ng Plc 48 15255 732240 2304 232715025
Mobil Oil Plc 24 13332 319968 576 177742224
Nestle Nig. Plc 48 79968 3838464 2304 6394881024
Nig. Brew Plc 600 140911 8454660( 360000 198559099p
Total Nig. Plc 20 20866 417320 400 435389956
Unil Nig. Plc 318 17662 5616516 101124 311946244
Zenith bank Plc 5413 172978 93632991 29300569 2184
N =10 10713 711399 156994762 42856391 83062338905

SourceNSE Factbook 2011/2012
Annual Reports 2007-2011
N(Exy) — (Zx)(Zy)

J [NEx? — (2)?] [[Nsy? — (9)2]]

r

r=0.801

The result of the study above was obtained with tise of system software known as Ms-Excel. Thé nul
hypothesis states that there is no significanticeiahip between social responsibility cost ancpooate profitability in the
selected firms. The alternative hypothesis statas there is a significant relationship betweenigdaesponsibility cost
and corporate profitability in the selected firmihe correlation coefficient of 0.801 indicatedrasg positive relationship
between social responsibility cost and corporatditpiThe critical value at 5% level of significamevith N-2 degree of
freedom is 0.632. Since the computed correlatiogréster than its critical value, we therefore eefbe null hypothesis
and conclude that a significant relationship exigsveen social responsibility cost and corporabéitability.

Research Findings and Management Implications

The findings and their implications are brieflatstd bellow:

« The total amount invested in social responsibility all the sampled firms for the five years underdg is
N10,713,828,714 . The implication of this resulttigt most probably, the total funds apportionedthy
management of these firms are infinitestimal coragdo the huge profits realized.
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e A strong positive relationship exists between itwvest in social responsibility and corporate profihis
implies that social responsibility makes positiomniribution to organizational performance and trenagement
may need to increase the funds budgeted for smsabnsibility activities. These findings agreehwtie results
of Ezeilo (2009), Olowokudejo and Adulogu (2011) aknyafulu (2010).

« Organizations in Nigeria commit less than 2% ofirtimet returns to social responsibility indicatiagvery low

level of commitment to social responsibility issureshe country.

e The amount invested in social responsibility vafiesn one company to another. The banking firmsst@Bank
and Zenith Bank) were the most socially respongiiam other sampled firms from other sectors basethe
available data. This finding suggests that someefClEkecutives of the focused firms may be ignomnthe

nexus between effective corporate social respditgiand corporate performance in the businessrenment.
CONCLUSION AND RECOMMENDATIONS

Sequel to the hypothesis testing , data analyset$he findings of this study, we therefore, dade that social

responsibility is necessary for organizational perfance.

The following recommendations are offered to inwerdhe social responsibility performance of orgatians

operating in Nigeria:

e Corporate firms in Nigeria should make effort torgase their commitment to social responsibilityvites such
as community projects and environmental protecitioarder to enhance peaceful and cordial relatipnskvith

the inhabitants.

 Management of companies in Nigeria should try ashmas possible to be proactive in their approacotmal

responsibility issues rather than being reactiverder to avoid business distraction from theirtlomsnmunities.

» The management should create a unit or departmighinvtheir firms that will be responsible for thesocial
responsibility programmes which should ensure thair social responsibility policies are adequately

implemented.

* Nigerian firms should try as much as possible tmgly with government laws regarding business rdgan

the country.
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