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ABSTRACT 5 

Corporate social responsibility (CSR) is an inexorably critical issue for economic agents 6 

everywhere throughout the world, due to regularly developing attention to all the aspects of 7 

firm’s activities and their relationships with stakeholders. Likewise in rising economies like 8 

Nigeria, the quantity of firms that take part in intentional corporate social responsibility 9 

(CSR) reports (e.g. supportability reports, natural reports, ecological and social reports or 10 

corporate social duty reports) is expanding. The purpose of this paper is to investigate the 11 

impact of Corporate Social Responsibility on investment decisions in listed manufacturing 12 

firms in Nigeria. The study employed a panel methodology, and the results show a positive 13 

and significant relationship between CSR and investment decisions of stakeholders in 14 

manufacturing firms in Nigeria. Overall, these results suggest that improved CSR investment 15 

benefits shareholders which would promote positive performance in investment level in the 16 

firm and also improved firm performance. The study recommends that CSR activities should 17 

be connected to the corporate processes of value creation, i.e., CSR is exclusively designed as 18 

an instrument for improved performance.  19 
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 22 

1.0 INTRODUCTION 23 

Environmental issues have risen as a noteworthy aspect of discussion affecting economic 24 

growth and development (Uwuigbe, 2009). The increasing concern for the environment 25 

incites that organizations ought to create focused models pointed not just at acquiring profit 26 

for the time being, but additionally to meet the expectations of society and the diverse 27 

stakeholders engaged with its activities in the long run (Crane, McWilliams, Matten, Moon & 28 

Siegel, 2008; Solano, Casado, & Ureba, 2015). Regarding these requirements for companies, 29 

corporate social responsibility (CSR) has been broadcasted lately as a key instrument that 30 

causes organizations to meet these environmental issues and also to enhance competitiveness, 31 

therefore (Aguilera, Rupp, Williams & Ganapathi, 2007; Carroll & Shabana, 2010; Boulouta 32 

& Pitelis, 2014). The analysis of the concept CSR reveals that for an extended period, 33 

organizations have played a fundamental and exclusive economic function in society, 34 

contributing actively in the distribution of goods and services, and the generation of wealth 35 

and employment. However, in recent decades, circumstances such as: 36 

(i) the growing number of corporate fiscal abuses and opportunistic plans in the financial 37 

environment  (Sami, Odemilin, & Bampton, 2010);  38 

(ii) the increase of social inequalities reflected in the poverty, hunger or discrimination 39 

amongst countries (De Neve, 2009);  40 

(iii) the great power assumed by multinationals (Bouquet & Deutsch, 2008); or  41 



(iv) the environmental degradation accused by the planet (Lindgreen, Maon, Reast, & 42 

Yani-De-Soriano, 2012), have caused that the parties affected by firm’s decisions and 43 

outcomes (shareholders, employees, unions, customers, suppliers, citizens, local 44 

community, government, etc.) to demand for a greater commitment and responsibility 45 

from organizational activities. 46 

The idea of social responsibility emerges if an organization is socially responsible (Gray et 47 

al., 1996), and includes both the duty to perform or abstain from negative environmental 48 

activities. Consequently, the development of report about the environment has brought about 49 

worries about environmental impacts on firm value as well as its performance (Sahay, 2004 50 

in Dutta & Bose, 2008). Over the previous decade, creating economies has seen huge 51 

economic and social changes particularly in the Niger-Delta locale of Nigeria where 52 

relentless social turmoil among youth in the area has turned into a lifestyle because of the 53 

abnormal state of environmental debasement and poor condition of a social foundation.   54 

The investment decision is a pivotal activity for investors, particularly in the changing 55 

condition of business environments. Investment decisions can't be made just relying on 56 

individual knowledge. Investors ought to be constantly updated and have all needed resources 57 

to accomplish the desired objective which is to make an optimal investment decision. 58 

Concerning traditional financial market theories, market participants are usually rational. But 59 

numerous studies posit that investor behaviour isn’t always rational. Recently, stock markets 60 

are turning into a more unpredictable state. The securities exchanges instability increases the 61 

risk related to investment. As per Fama (1970) efficient market hypothesis explains that share 62 

prices indicate all existing information entirely. An efficient market hypothesis is based on 63 

investor’s information capabilities and rationality basis. 64 

Shiller (1998) defines efficient market theory based on the concept that investors behave 65 

rationally by increasing expected utility and quickly process all accessible information. 66 

Investor's view fluctuates about return and risk of their investment even with the existence of 67 

efficient market hypothesis. Research done by Evans (2006) demonstrates that investors 68 

utilize repeated patterns of irrational behaviour and deviate from rationality. For investors, 69 

one of the most vital aspects when making an investment decision is implementation level of 70 

corporate governance factors (public disclosure of information, shareholder rights protection 71 

and fair treatment of shareholders) and profitability, which ensures return on investment. 72 

Investment decisions deal with the allocation and utilisation of resources and funds (Okere, 73 

Ogundana, Adetula, Adesanmi & Lawal, 2017). A wrong decision poses a severe threat to 74 

firm's survival. Hence, careful evaluation of investment decisions is of high priority to firms. 75 

However, recent studies (e.g., Baker, Stein and Wurgler (2003); Dong, Hirshleifer, and Teoh 76 

(2007)) have found that managers do not always make investment decisions in the interest of 77 

shareholders. Due to the heightened interest in the concept of corporate social environmental 78 

reporting and what it entails, much research has been done in this area, particularly in the 79 

developed countries. In contrast, the developing countries are slower in responding to the 80 

increased concern about the issue of corporate social, environmental disclosures. Despite 81 

some increase in research, studies in this area in the developing countries are still scarce 82 

(Abu-Baker &Naser, 2000; Imam, 2000 and Belal, 2001). 83 

There exists an impressive research body that evaluates companies and the connection 84 

between strong corporate social responsibility practices and better performance. Although, 85 

the existing literature presently goes so far. The introduction of behavioural finance has 86 

brought about companies looking into the behaviour of investors and what drives them to buy 87 

more shares in a company or sell their shares. Regardless of the relative plethora of studies, 88 



there are a relative few that explicitly inquire from investors what significance they put on 89 

environmentally friendly companies when making investment choices. Studies in Nigeria 90 

haven't extensively analysed whether the level and quality of firm's corporate social 91 

responsibility play a role as large-scale investors consider investment decisions. Specific 92 

corporate social responsibility reforms could make countries prepared for an investment.  93 

However, it is imperative to explore this question because corporate social responsibility, 94 

which promotes investor protection, might be expected to influence how investors behave; 95 

this will be imperative for understanding the role of environmental investments. It is against 96 

this precipice that this study intends to identify the relationship between corporate social 97 

responsibility and investment decisions of shareholders in Nigeria. 98 

2.0 Literature Review 99 

2.1 The Nigerian Context 100 

To the author’s best knowledge, there is very few known documented research work on 101 

corporate social responsibility and investment decisions in Nigeria. Consequently, of late, 102 

there appears to be increased public concern and awareness for corporate social 103 

environmental impact. This could also be due to the prominent role played by the non-104 

governmental organizations (NGOs), such as the green alliance Nigeria, and the Federal 105 

Environmental Protection Agency (FEPA) of Nigeria, in lobbying for the preservation and 106 

conservation of the environment.  107 

The exceptional media investigation on environmental issues such as nonstop gas flaring, 108 

corruption in the Niger-Delta areas, indiscriminate land and slope clearing, and dangerous 109 

waste dumping have additionally added to public concern for the inconvenient impacts of 110 

business activities on the environment. Due to increasing public concern, companies in 111 

Nigeria must respond to such changes by providing environmental disclosures within the 112 

annual reports. As Wilmshurst and Frost (2000), contended that “If the members of the 113 

community are becoming more interested in the environmental impact of companies, it is 114 

likely that the firm’s management will be called on to explain the company’s activities 115 

affecting the environment. Such accessibility may be promoted through disclosure within the 116 

annual report. 117 

2.1.2 Corporate Social Responsibility 118 

In spite of the fact that its underlying foundations backpedal to the mid twentieth century, the 119 

cutting edge idea of CSR has developed since the 1950s, formalized in the 1960s, and 120 

multiplied in the 1970s (Carroll, 1999). While numerous authors have attempted to give a full 121 

definition to CSR, an exact definition is elusive and yet to be acquired (Dahlsrud, 2008). 122 

There are two popular schools of thought about the responsibilities of corporations. As 123 

indicated by the shareholders view, the main obligation of a business is maximising its 124 

benefits (Levitt, 1958; Friedman, 1970). Friedman and his supporters protest the more an 125 

extensive meaning of corporate social responsibility is attached, the more it weakens the main 126 

purpose of the organisation, creating extra expenses, and weakening economic efficiency and 127 

benefit. As indicated by Friedman, shareholders value is the main goal to be improved by a 128 

firm. If managers need to progress in the direct environment performance, they ought to do 129 

such privately at their own personal cost, not as agents of the firm (Friedman, 1970). 130 

Opposing this view, the stakeholders view takes a more extensive responsibility of business 131 

obligations toward society.  132 

Freeman's (1984) stakeholders’ theory posits that an enterprise is made out of stakeholders 133 

that have, or guarantee, possession, rights, and interests in a company and its activities. Under 134 



this system, any individual who may influence the business goal and any individual who may 135 

be influenced by its acknowledgment are thought to be stakeholders. An organization's 136 

business exercises may influence directly or indirectly the success of numerous stakeholders 137 

including investors, employees, clients, suppliers, local groups, natural environment, 138 

government, and general society. Every stakeholder has expectations of the enterprise. The 139 

firm’s responses to these desires are critical to its present and future achievement. It is 140 

generally acknowledged that the effect of corporate activity upon society and its citizens, and 141 

in addition all stakeholders is noticeable and impacts the present as well as the future (Aras 142 

and Crowther, 2008).  143 

Thus, socially responsible organizations must be overseen as indicated by the stakeholder 144 

hypothesis (Mohr and Webb, 2005). A socially mindful organization must consider the 145 

impacts of its activities on each entity that might be directly or indirectly influenced by the 146 

organization. Socially responsible conduct incorporates an expansive scope of exercises, for 147 

example, treating customers, employees, and business accomplices fairly; supporting societal 148 

causes; ensuring and enhancing the environment; et cetera.  149 

Amongst others, Carroll's definition depicting the four fundamental classifications of CSR 150 

gained wide popularity: The social duty of business envelops the economic, legal, ethical and 151 

discretionary expectations that society has of firms at a given point of time (Carroll, 1979). 152 

Afterward, he reviewed this definition and proposed a three-domain model showing 153 

economic, legal, and ethical obligations (Schwartz and Carroll, 2003). Another powerful 154 

definition made by Mohr et al. (2001) states: 'CSR is an organization's sense of duty 155 

regarding limiting harmful impacts and expanding its long-run valuable effect on society. 156 

Similar to the decent variety in definition, there are distinctive suppositions on the impacts of 157 

CSR on business performance and on stakeholder responses. 158 

2.1.3 Investment Decisions 159 

As postulated by Pandeg (2005) and Okere, Ogundana, Adetula, Adesanmi & Lawal (2017) 160 

investment decisions has to do with effective capital allocation. It is most times based on 161 

investment decisions on long-term assets. Investment analyses are done by applying 162 

fundamental tools such as financial statement information, CSR reports. Individual 163 

investment behaviour has to do with investing in the shares of companies to yield future gains 164 

and this can be affected by numerous factors because investors are rational. 165 

2.2 Theoretical review 166 

2.2.1 Stakeholder’s theory 167 

Stakeholder theory is to a lesser extent a formal theory and to a greater extent a general 168 

convention, philosophy, ethics, political hypothesis. As indicated by Freeman, Wicks, and 169 

Parmer (2004), this theory expects that values are fundamentally and expressly a part of 170 

business process. It expects directors to have the mutual feeling of the value they make, and 171 

what unites its stakeholders. Moreover, it urges managers to be exact and clear on they need 172 

to work together, particularly what sorts of relationships they want and on their need to create 173 

with their stakeholders. The goal for the firm thusly is to serve and arrange the interests of its 174 

different stakeholders, for example, investors, employees, lenders, customers, supppliers, 175 

government, and the community. Stakeholder theory is an augmentation of the agency 176 

hypothesis, concentrating on shareholders’ interest and the interests of diverse groups and 177 

individuals, including interest groups related to social, environmental and ethical 178 

considerations (Freeman et al., 2004).  179 



Habbash, (2010) states that stakeholders are individuals who have direct or indirect 180 

relationship with the firm and impacts organizations goal accomplishment. These include the 181 

community, workers, customers, suppliers, government, political parties, etc. The 182 

stakeholders in firms will empower the organization to be considerate about its customers, the 183 

community and social organisations and can make a stable environment for long term 184 

development. As indicated by the stakeholders hypothesis, the best firms are ones with 185 

committed suppliers, clients, workers and management. As of late, stakeholders hypothesis 186 

has gotten consideration than before on the grounds that researchers have perceived that the 187 

acitivities of a firm impact on the external environment requiring larger audience to demand 188 

reports on its interaction with the environment as opposed to just its shareholders 189 

(Kyereboah-Coleman, 2007). 190 

In relation to the research objectives, this study adopted the stakeholder theory because this 191 

study looks at other stakeholders and not necessarily the shareholders only and according to 192 

this theory, the satisfaction of various stakeholder groups is instrumental for organizational 193 

financial performance (Donaldson & Preston, 1995) 194 

 195 

2.3 Empirical Review of Literature (CSR and Investment Decisions) 196 

Author Year Result/critique 
Alniacik, 
Alniacik & 
Genc  

(2011) The outcomes show that positive CSR information about a 
firm enhances existing and potential investors’ intentions to invest 
in the company. 

White & 
willness 

(2009) Customers and consumers become suspicious of CSR intentions 
and activities and react negatively   

Peterson & 
Vredenburg 
 

(2009) results propose that there exists important variables that influence 
the perceived value of a business, affecting decisions to not only 
invest, but whether to hold or sell the shares, and consequently 
having an impact on the capital market 

Clause& 
Rikhardsson 

(2008) The results suggest that environmental information disclosure 
influences investment decisions. That is, companies that are 
apathetic to their environmental responsibility might experience 
eventual crashes on their stock price. 

Yeosun (2003) This study proposes that engaging in a CSR action can bring 
negative consequences on consumers' company appraisals, 
triggering a boomerang effect. If stakeholders see companies CSR 
actions as only a self-promotional tool to develop its image rather 
than an effort embarked on to enrich stakeholders welfares 

Lafferty & 
Goldsmith  

(1999) shown that corporate validity significantly affected dispositions 
toward the brand and also affects investors intention to purchase 
shares or not 

Creyer & 
Ross 

(1997) Consumers’ purchase intentions were related to whether the 
company’s ethics record exceeded their expectation 

Brown & 
Dacin  

(1997) discovered that CSR activities influenced buyers' general 
assessment of the organization, which thusly influenced their 
intention to purchase more and invest more 

Regardless, because of the distinction in approach and scope, it is difficult to compare the 197 

findings of these studies. Also, in addition to the increasing pressure from stakeholders 198 

arising from the increasing levels of education and heightened awareness on issues related to 199 



the social and environmental responsibility; neither of these studies attempted to address the 200 

issue 201 

2.3.1 Research Hypothesis 202 

In light of the mixed outcome provided in earlier research combined with the dearth of 203 

literature in this area of accounting in a developing country (e.g. Nigeria); the following 204 

hypotheses are expressed underneath in there null form. 205 

Hypothesis one 206 

H0: There is no significant relationship between donations and investment decisions. 207 

Hypothesis two 208 

H0:  There is no significant relationship between staff training cost and investment decisions. 209 

Hypothesis three 210 

H0: There is no significant relationship between employee benefits and investment decisions. 211 

3.0 METHODOLOGY 212 

In order to successfully analyze the relationship between corporate social responsibility and 213 

investment decisions in manufacturing firms in Nigeria, panel data regression analysis was 214 

used. Panel data according to Pesaran, Shin and Smith (2000), is described as a repeated 215 

observations on the same cross section, typically of individual variables that are observed for 216 

several time periods. Hence, this study adopts this method due to the fact that the data 217 

gathered were both time-series and cross-sectional data.  This study also used descriptive 218 

statistics to report the means and standard deviations of the various variables used in the 219 

study. A correlation analysis was carried out to see the association level between the 220 

independent and dependent variables on E-views and also to test for multicollinearity. The 221 

Hausman test was carried out to determine which model is appropriate for the panel 222 

regression. The manufacturing sector was chosen because it remains the most powerful 223 

engine for economic structure of countries (Jide, 2010). It also adopts the use of secondary 224 

data for the period 2008 to 2015 for 15 manufacturing companies out of the 64 companies 225 

listed on the Nigerian stock exchange (CBN, 2017).  226 

In addition, in line with Uwuigbe (2011); Okere (2017), a minimum of 5% of a defined 227 

population is considered an appropriate sample size in making a generalization. Balsely and 228 

Clover (1988) posits that it is common to use 10% of the population as sample size in 229 

research studies, because, having a sample size of 10% of the whole population has been fact 230 

fully recommended to be sufficient to embark on a research work. Consequently, in line with 231 

(Guthrie and Abeysekera, 2006; Umoren, 2008; Abayadeera, 2010; Owolabi, 2010;  Uwuigbe 232 

2011), the study employed content analysis in examining financial reports of Nigerian 233 

manufacturing listed firms to determine those that contain the relevant data for this research 234 

work. Annual reports are generally considered by management and outsiders to be the most 235 

important and influential source of corporate information (Ndukwe, 2009). The software 236 

applied for this study is the E-views. 237 

This study also made use of judgemental sampling method using longitudinal research 238 

design. The longitudinal design was considered suitable for this study because data on the 239 

variables were based over a period of time.  240 

3.1 Variables and Research Model 241 



In order to test for the relevance of the hypotheses, this study employed a modified version of 242 

the econometric model of Odetayo, Adeyemi and Sajuyigbe (2014). The Econometric model 243 

of Odetayo et al. (2014) is therefore seen below as;  244 

PAT1t = a0 + ai CSR1t + µ1t 245 

Where PAT1t = Profit after Tax  246 

CSR1t = Corporate Social Responsibility Cost 247 

a0 = Constant term  248 

ai = Parameter to be estimated 249 

µ1t is the error term for the model  250 

Based on the fact that the study employed different corporate social responsibility proxies, 251 

the above model is therefore modified to determine the relationship between the dependent 252 

variable (investment decisions) and two or more regressors or independent variables 253 

(corporate social responsibility variables). In doing this we, therefore, developed a simple 254 

definitional model to guide our analysis. This model is as follows 255 

Y =βₒ+ βxit + µit………………………………………………………………………………………… (1) 256 

Equation 1 can be defined as: 257 

INVD  = f (CSR) + cµ………………………………………………………… (2)  258 

INVD = f (Donations, Staff Training Cost, Employee Benefits)……………… (3) 259 

Therefore the Regression Equation is: 260 

INVD = β0+ β1DON1-t+ β2STC1-t + β3EMB1-t + µ………………………. (4) 261 

Where 262 

INVD=  Investment Decisions (Natural Log of Total Amount of shareholders 263 

fund/value of Shareholdings by Investors) 264 

STC=   Staff Training Cost (Natural logarithm of Staff Training Cost)  265 

 EMB=  Employee Benefits (Natural logarithm of Employees Benefits) 266 

 DON=  Donations (Natural logarithm of Donations) 267 

β = coefficient of parameter 268 

i-t  = time coefficient this is the time frame been considered in the study 269 

µ  = error term 270 

The a priori is such that: β1, β2, β3, >0. The implication of this is that a positive relationship is 271 

expected between explanatory variables (β1STC, β2EMB, and β3DON) and the dependent 272 

variable. The size of the coefficient of correlation will help us explain various levels of 273 

relationship between the explanatory variables. 274 

3.2 Hypotheses 275 

For the purpose of this study, the three hypotheses generated from the review of literature are 276 

used. These were depicted in section 2.3.1 277 

4.0 RESULTS AND DISCUSSION 278 



TABLE 1: DESCRIPTIVE STATISTICS FOR THE MODEL 279 

In this section, descriptive statistics is organized along a cross section of industries in the 280 

Nigerian manufacturing environment. 281 

 INVD STC EMB DON 

 Mean  7.335075  14.62484  14.03568  16.16561 
 Maximum  8.861856  18.94392  18.33602  20.96521 
 Minimum  6.282172  11.32829  11.51293  11.51293 
 Std. Dev.  0.524066  1.673551  1.330381  2.217588 
 Observations  120  120  120  120 

Source: Author’s computation 2017 Using Eview 8.0 282 

Generally, from the 120 observations as seen in table 1, Descriptive statistics of dependent 283 

variable (investment decisions), independent variables (donations, employee benefits and 284 

staff training cost) were run to determine the data spread, mean and deviations (Table 1). The 285 

results obtained from the descriptive statistics give the average shareholders fund for the 286 

whole sample to be 7.335075, with maximum and minimum of 8.86 and 6.28 respectively. 287 

The standard deviation was 0.52. This shows the stability of shareholders investments across 288 

the firms under consideration. 289 

The STC has a mean of 14.62484, a maximum and minimum of 18.9 and 11.3 respectively 290 

and a standard deviation of 1.67.  291 

The EMB has a mean of 14.03568, a maximum and minimum of 18.3 and 11.51 respectively 292 

and a standard deviation of 1.33.  293 

The DON has a mean of 16.16561, a maximum and minimum of 20.97 and 11.5 respectively 294 

and a standard deviation of 1.67.  295 

From the analysis, it can be seen that the standard deviation values are close to zero, meaning 296 

the mean values are reliable and there is very little volatility in the sample. Also, it can be 297 

seen that donations (DON) have the highest standard deviation which depicts the lowest 298 

contribution to the model, while returns on asset has the lowest standard deviation, which 299 

indicates its significant contribution to the model 300 

TABLE 2: CORRELATION COEFFICIENTS MATRIX FROM E-VIEWS 301 

 SH STC EMB DON 

SH  1.000000  0.385626  0.094781  0.629781 

STC  0.385626  1.000000  0.489136  0.082479 

EMB  0.094781  0.489136  1.000000  0.132650 

DON  0.629781  0.082479  0.132650  1.000000 

Source: Authors’ computation (2017) Using Eview 8.0 302 

Table 2 present the correlation matrix of the independent and dependent variables used in this 303 

study. It basically reflects the relative strength of the linear relationship between the 304 

explanatory variables. According to Gujarati (2004); Studenmund, (2011), multicollinearity 305 

could only be a problem if the pair-wise correlation coefficient among regressors is above 306 

0.80. However, from the table above, it can be seen that there is a positive and mild 307 



relationship (correlation of 0.385626= 39%) between the staff training cost and investment 308 

decisions. That is, as the investment in staff training increases the shareholders would also 309 

increase their level of investment in manufacturing firms in Nigeria. Also, the relationship 310 

between employee benefits and investment decisions shows a positive and weak correlation 311 

of 0.094781 (9%) which explains that as employees receive more benefits, the shareholders 312 

fund in the firm increases (which is a measure of investment decision) 313 

Consequently, Table 2 shows a positive relationship between donations and investment 314 

decisions in manufacturing firms with a correlation of 0.629781 (63%). Therefore, based on 315 

this outcome, the problem of multicollinearity is absent among the independent variables. 316 

 317 

4.1 Regression Analysis 318 

In this section, the study employed panel data regression analysis to investigate the 319 

relationship between corporate social responsibility and investment decisions proxied by 320 

value of shareholders fund. 321 

TABLE 3: HAUSMAN TEST 322 

Correlated Random Effects - Hausman Test  

Equation: Untitled   

Test cross-section random effects  

Test Summary 
Chi-Sq. 
Statistic Chi-Sq. d.f. Prob.  

Cross-section random 12.328148 3 0.0063 

The Hausman test was carried out to determine which model is appropriate for the panel 323 

regression. The Hausman test rule is as follows: 324 

If the P-value is statistically significant, accept the alternative hypothesis (Fixed Effect 325 

Model) 326 

If the p-value isn’t statistically significant, accept the null hypothesis (Fixed/Random Effect 327 

Model) 328 

From the analysis, it is seen that the P-value (0.0063) < 5% significance level, so the null 329 

hypothesis is rejected and the alternative accepted which is a fixed effect model. 330 

 331 

TABLE 4: REGRESSION RESULT FOR PANEL DATA 332 

Dependent Variable: SH   

Sample: 2008 2015   

Periods included: 8   

Cross-sections included: 15   



Total panel (balanced) observations: 120  

Variable CoefficientStd. Error t-Statistic Prob.   

STC 0.047234 0.045429 1.039731 0.3009 

EMB 0.033322 0.028565 1.166508 0.2461 

DON 0.053399 0.026000 2.053830 0.0426 

C 5.313370 0.846960 6.273458 0.0000 

 Effects Specification   

Cross-section fixed (dummy variables)  

R-squared 0.813930     Mean dependent var 7.335075 

Adjusted R-squared 0.782918     S.D. dependent var 0.524066 

S.E. of regression 0.244173     Akaike info criterion 0.155603 

Sum squared resid 6.081293     Schwarz criterion 0.573726 

Log likelihood 8.663842     Hannan-Quinn criter. 0.325405 

F-statistic 26.24587     Durbin-Watson stat 0.980645 

Prob(F-statistic) 0.000000    

Source: Author’s computation 2017 333 

4.2 Discussion of Panel Regression Result. 334 

This study looks at the relationship which exists between CSR and investment decisions in 335 

Nigerian manufacturing firms. The result in the Table 4 shows the estimation of the 336 

relationship between CSR and investment decisions in Nigerian manufacturing firms 337 

measured by the natural logarithm of CSR variables(Donations, Employee Benefits And Staff 338 

Training Costs) and investment decisions (measured by natural logarithm of Total Amount of 339 

shareholders fund). The result for the goodness of fit test as presented in table shows a 340 

coefficient of determination of R2 = 0.81 (81%) and adjusted R2 is 0.78 (78%); this shows 341 

that 78% of the total variation in the dependent variable (investment decisions) is explained 342 

by the variations of the independent variables (Donations, Employee Benefits And Staff 343 

Training Cost).  344 

The p-value of the F statistics is 0.000000 which is significant at 5% explaining that the null 345 

hypothesis should be rejected. Consequently, the F-test results as depicted in Table 4 346 

indicates clearly that the fairness and non-biasness of the model. It shows simultaneously that 347 

the independent variables altogether are significantly associated with the dependent variable. 348 

The high and statistically significant value of the F-statistic confirms the overall significance 349 

of the model and the predictive power of the independent variable. The Durbin Watson is 350 

0.980645 which falls within the acceptable region and shows the presence of low auto-serial 351 

correlation which is common in time series data. This confirms the statistical reliability of the 352 



model. Therefore, the model shows that there is a significant relationship between corporate 353 

social responsibility and investment decisions in Nigerian manufacturing firms. The results of 354 

this study is in line with the work of Alniacik, Alniacik & Nurullah (2011) and Bayoud, & 355 

Kavanagh (2012) which reveals that positive CSR information about a firm enhances existing 356 

and  potential investors’ intentions to invest in the company. 357 

4.3 Hypotheses Testing 358 

There are three hypotheses on the relationship between CSR and financial performance of 359 

Nigerian manufacturing firms which were formulated and are to be tested on which this 360 

research is rested. This section shall subject these apriori expectations to empirical testing 361 

drawing from the results of our descriptive and inferential statistical analyses. The t-statistics 362 

which are denoted by the p- values flagged by the statistical packages used would serve as the 363 

bases of the decision rule. This is centered on the assumption which says that the presence of 364 

a significant relationship can be inferred from a significant t-statistic (Uwuigbe, 2011). 365 

Hypothesis one 366 

H01 there is no significant relationship between donations and investment decisions in 367 

manufacturing firms in Nigeria. 368 

The correlation analysis tested on donations and investment decisions possess a coefficient (r) 369 

of 0.053399, which signifies a positive relationship existing within the two variables 370 

associated with a p- value of 0.0426 at 5% significant level. This implies a positive influence 371 

of donations to the external public on the investment decisions in listed manufacturing firms. 372 

This invariably means that the donations to external public must be considered so as to boost 373 

investment decisions of shareholders. The result, therefore, supports the stakeholder’s theory 374 

that supports taking care of the interests of the stakeholders.  375 

Hypothesis two 376 

H0:  There is no significant relationship between staff training cost and investment decisions. 377 

Consequently, the correlation analysis carried out on the staff training costs and investment 378 

decisions possess a coefficient (r) of 0.047234, which signifies a positive correlation between 379 

the two variables with a p- value of 0.3009 not significant at 5%. This implies a positive 380 

influence of investing in the training of staff on the investment decisions in listed 381 

manufacturing firms. This explains that even though the employees may enjoy benefits from 382 

their organisations, it doesn’t necessarily mean that those benefits would entice them or other 383 

stakeholders to invest in the company. This may be due to some other factors such as insider 384 

information on the true performance on the firm. Based on this result, the null hypothesis is 385 

not rejected and the alternate hypothesis is rejected which says that there is no significant 386 

relationship between staff training cost and investment decisions. The result somewhat 387 

negates the stakeholder’s theory that supports giving the utmost priority to the interests of the 388 

stakeholders meaning the type of stakeholder has to be considered before there can be a 389 

positive effect on investment decisions.  390 

Hypothesis three 391 

H0: There is no significant relationship between employee benefits and investment decisions. 392 

The result shows existence of a positive but statistically insignificant relationship between 393 

employee benefits and investment decisions. Employee benefits have correlation coefficient 394 

value of 0.033322. This implies that a unit increase in employee benefits will lead to 3% 395 

increase in investment decisions in the sampled manufacturing firms. The p-value of 0.2461 396 



(which is more than 5% significance level). This indicates that there is inconclusive evidence 397 

about the significance of the relationship between the variables and the null hypothesis is not 398 

rejected and the alternative hypotheses rejected. Also, the claim of the stakeholder’s theory is 399 

not supported by the findings of the study. This is in line with Aupperle et al., (1985), Gray 400 

(2006) argument that, no sound theory exists to potentially create the implausible effect, and 401 

that this can lead to no effect. It could also be that, the firm’s participation in CSR is 402 

relatively in the initial stage and majority of the stakeholders is unaware of the company’s 403 

activities also environmental responsibility shall be enforced by the stakeholders on the 404 

company without legislation imposed (Carlsson & Akerston, 2008). 405 

TABLE 5: ANALYSIS OF NULL HYPOTHESES. 406 

NULL HYPOTHESES ACCEPT REJECT 

H01: There is no significant relationship between donations and 

investment decisions. 

   

H02:  There is no significant relationship between staff training 

costs and investment decisions. 
   

H03: There is no significant relationship between employee benefits 

and investment decisions. 
   

Source: Author’s computation 2017 407 

5.0 CONCLUSION  408 

This study aimed at analysing the relationship that exist within CSR and investment decision 409 

in quoted manufacturing companies in Nigeria from 2008 to 2015. The study reviewed 410 

various literature and theories such as stakeholder’s theory as well as empirical studies from 411 

developed and developing countries. The Panel ordinary least square method of multiple 412 

regression is carried out to determine if there is a relationship which exists within the 413 

variables of the study, namely: CSR and investment decisions and also to determine whether 414 

the relationship is significant or not. The study expressed a result that there is a definite 415 

relationship between CSR and investment decisions in manufacturing firms in Nigeria. 416 

Breaking the results down, it can be seen that external CSR (donations) causes an increase in 417 

shareholders’ investment as opposed to internal CSR (staff training costs and employment 418 

benefits). This shows that CSR actions directed to external society are more visible; thus 419 

more positively valued by investors. 420 

Despite such promising results from the research work, CSR is still an emerging issue in 421 

Nigeria, and stakeholders are not fully invested in it; and also the disclosure quality of 422 

Corporate Social Responsibility may prove to be difficult in terms of measurement; caused 423 

by the absence of generally accepted standards which can serve as a form of guidelines also a 424 

large amount of firms have the practice of using CSR disclosure as an supplementary tool of 425 

publicizing, avoiding to disclose important information. In Africa in general, this study would 426 

help throw light on the benefits of environmental investments. CSR would help create better 427 

relationship with foreign and developed countries giving us better access to social, economic 428 

and environmental resources and also improvement in quality of life in Africa. 429 

Based on the research findings, the following recommendations are made for further 430 

research: 431 



1. The limited scope to manufacturing companies is as a result of the low availability of 432 

CSR reports. However, due to a larger attention to the issues of CSR, a larger sample 433 

maybe used in studies yet to come. 434 

2. Whereas this study covers both internal and external stakeholders of a firm, nevertheless, 435 

there is still a need for research addressing the interaction of corporate social 436 

responsibility with the behaviour of specific stakeholders. It is interesting to find out 437 

which stakeholders are specifically targeted by socially responsible firms. 438 

3. Further studies can apply control variables such as, firm age and size or focus on a 439 

particular type of investor and how CSR affects their decisions. 440 

 441 

 442 
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