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Abstract

This study investigated the effect of social regilifity costs on value of quoted firms in NigeriBhe study
employedex post facto research design and extracted data from annuaktsepf twenty (20) quoted firms
purposively selected from three sectors in the hage Stock Exchange from 2005 to 2015, a period of
considerable liberalization of the Nigerian econordging the panel least squares regression in a skt of
sixty seven (67) observations in a longitudinahfeavork, the result showed that social and envirantaleosts
have significant effect on value of quoted firmghie identified sectors studied. The study esthblishat each

of the sectors’ social and environmental costs hsigaificant effect on net assets book value amthéu
provided evidence that the financial services seasi@s more socially friendly than the consumer goadd
industrial goods sectors, while the consumer gesadsor made more investments on social and envigatah
activities than the industrial goods sector. Thedgttherefore recommended that government and host
communities should leverage on the possibilitiespodactive dialogue to encourage firms to commit a
significant portion of their net income on sociakponsibility activities. The Nigeria Stock Excharnghould
ensure that there is standard reporting formatvioadd incorporate social and environmental cost@ertinent
stock information in annual reports so as to prewviidst-hand information for investors and othexkstholders
willing to analyze the social costs and market genfance trend within a given period. Companies khou
endeavor to identify and invest in relevant soaiadl environmental areas that would create an impadhe
generality of the society.

Keywords: Social responsibility costs, Net Assets Book al&inancial services sector, Consumer Goods
Sector, Industrial Goods sector, Nigeria Stock Exge

1. Introduction

Social responsibility accounting is increasinglycawing considerable attention in the socio-ecomomi
environment of Nigeria consequent upon a combinatib dynamics such as concerns about globalization,
growing mistrust of businesses by the society, @@ie scandals, the need for firms to reciprodsettronage

of society, pressures from non-governmental orgditnias against adverse corporate behavior and igaéth
practices, initiatives from government, public apm agitations from environmental activists, ertdity effect

of the activities of firms and the need for firnesengage in processes that would engender peae@éxistence

to enhance sustainable business success.

Chartered Institute of Bankers of Nigeria (2009ritified that pressures from society has changedviiue
perception of businesses and now engraved withrdatienale that sustainable growth and maximizatén
shareholders’ wealth can be achieved through mavkented and responsible behavior. They arguetl tha
companies are thinking of better ways to contridotgards sustainable and long term business sucatser
than merely seeking short term goals and objectives

The effect of globalization had exposed firms téemse competition and at the same time opportgnitie
therefore, firms that practice social responsipéite likely to have an edge over others that daengage in the
practice. Therefore, social responsibility costomipg is capable of enhancing corporate reputatowl
consequently guarantee competitive advantage.

In view of the above, firms need to simply obligelduild their social responsibility and environrtenelated
practices as a strategy into policy documents apreg on the diverse expectations of varying stakishs . It
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is the firm’'s duty to satisfy the expectations béde stakeholders without endangering its mainctilage of
maximizing shareholders wealth and guaranteeinditheés long term stability to enhance its valuedasther
objectives.

The necessity to provide information for stakehddafluence and engagement has made the repaftisacial
and environmental cost obligatory on firms. Farankl Hassan (2013) opined that numerous advanthgesa
for firms that practice corporate social resporigjpand its reporting and that fulfilling wealth arimization
solely for shareholders would be incapable of fttsrily providing an assurance for the firm’sutg financial
standing or value.

The performance of firms to guarantee long terrhikta and enhance its value amongst other fad®mibject
to the quality of the environment in which it opera It is therefore implicit for firms to delibeedy create a
conducive and un-harmful environment in their ofiers if they are to operate successfully and edgetong

term stability. Not only will harmful activities der employees’ productivity, performance and digjims the

society will also resist such activities and thsutnt unrest will cripple the operations of firsd affect its
turnover and performance with tendencies to redbeeshare prices and ultimately the value of then.fi
Therefore, it is imperative for firms to incorpagand adopt socially responsible behavior as aocatg culture.
This implies that firms need to integrate theiriaband environmental costs structure into theeralt business
model.

The vital question now is; would expenditure onigbpesponsibility by firms boost performance arhiave
sustainable development guarantee long term giahitid value? This takes us to the big questiowluther
social and environmental activities have an effecvalue of quoted firms in Nigeria.

2. Review of Related Literature
2.1 Conceptual Framework

Social responsibility costs occurred as an upshtitte social and environmental actions and investmenade
by companies within the business environment witeeg operate. These actions are mostly in compidac
laws and sometimes obligatory, and done perceivbfarn a reputation for further business develgmand
guarantee continuous patronage from the society.

The European Commission (2016) refers to sociganesibility as voluntary actions by companies balyamat
is stipulated by government rules and regulationadcomplish social and environmental goals inctharse of
their activities. They stated that the engagemeicbrporate social responsibility by companiesaats benefits
accruable to the companies, the society and theoecy.

Brusseau (2016) posits that social responsibildpsist of two meanings. First that it is a gene@hcept
regarding the actions of firms that emphasizes lvetiponsibilities to make wealth and that of int&ra
ethically with the surrounding community. Secoruittit is a specific idea of the responsibilityntake profit
and also relating with wider questions of commumiifare.

Adeneye and Ahmed (2015) opined that social respilibg defines the capability of a company to beislly
answerable to the growth and development of thir@mwent in which it operates.

The Institute of Chartered Accountants of Nigeri20X4) defined social responsibility as the social
responsibilities of companies towards the sociatgcisions on ethical values and showing respect for
individuals, the society and the environment. Isoalnoted that social responsibility include compahi
compliance with legal requirements.

Ajide and Aderemi (2014) noted that social resploitisi concept is viewed as companies’ activityingpact on
society in a sustainable manner and in return pdsitively influence those companies that engageréating
that support. This implies that proving supporttfoe society is also beneficial to those compathiasengage in
it.
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The concept of social responsibility is buttresbgdthe view that firms cannot separate themseluas fthe
broader society as economic entities operatinghi énvironment. The concept encourages firms to be
accountable to varied set of stakeholders rathan fst shareholders and have concern for envirotahe
protection, employees’ welfare, the community ane lbroader society in a sustainable manner (Intierra
Institute for Sustainable Development 2013).

The Chartered Institute of Bankers, Nigeria (2008%its that social responsibilities by firms aréeiional
practices to link social and environmental actiors their corporate philosophy and activities.

Daft (2008) posits that corporate social respotigilis the obligatory actions by management of pamies to
make reasonable choices that would contributegavesifare of stakeholders and the organization.

Kreitner (2007) defines social responsibility as tlea that firms have an obligation outside whattipulated
by law or labour contract to fundamental group efgens in society other than the shareholders.

Gray, Owen and Maunders (1987) refer to social aaiing as the practice where companies communtbate
social responsibility and environmental effectstludir profitable activities to specific stakeholslghat have
interest in the business. This implies that sogial environmental effects and costs that are motrjporated in
the conventional global accounting practices amaroanicated quantitatively to certain interest gupth a

view to strengthen the mutual relationship betwtencompany and those interest groups and thetgaatie
large.

2.1.1 Net Assets Book Value

Net assets book value is a means to determinedlue wf a firm that is based on the net of itsltatsets and
total liabilities. It is calculated as total assketss total liabilities. It is also known as netrttioor shareholders’
equity of a company (Olowe 2009, Okafor, Ekwe amae3 2016).

2.1.2 Economic sustainability

This model implies that businesses should prefeg lterm financial stability over more risky shoerrm
anticipated huge profits. Sustainability as a maaiglies that valued corporate plans are not abomtediate or
short term enormous profits; however, they shoutildhactions that would result in catastrophic ésss

2.1.3 Social sustainability

This connotes that firms should consider the nedaatance the lives of people and the way theydivéormer
carry out their activities. This theory indicatésit firms should entrench a culture of human respetheir
actions both in the work environment, remunerat@amg superior-subordinate relationships.

2.1.4 Environmental sustainability

This is derived from the assertion that naturabueses are limited and they deteriorate considgratierefore
it should be preserved in a manner that would nth&eext generation to enjoy the same qualityfefthat is
presently experienced. Preservation of the reseuhsrefore becomes tremendously important (Brus2846).

2.2 Theoretical Framework
Social responsibility accounting has related thiécmkframeworks but the researchers relied onfétiewing
two:

2.2.1 Stakeholder theory

The theory is borne out on the premise that busewbave connections with other stakeholders dtiagr the
owners and as such management should incorporateetd to satisfy the interest of the various s$takkers.
Harrison, Bosse and Phillips (2010) noted that $irmust be managed not only for shareholders but mor
generally for stakeholders.

Watts and Zimmerman (1978) postulated that staklehs! theory assume that the reporting on social an
environmental actions by organizations are in raspdo pressures from varying stakeholders. Thésdnihat
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such stakeholders amongst others are communitiegelwolders, employees, customers, environment and
suppliers. This implies that as pressure mountmgrarations are obliged to take social respongitalctions.

2.2.2 The Triple Bottom Line Theory

This theory implies that corporate leaders shoalillate performance results not only in monetarsnseof
profit generation but also on social and environtakeactivities. It also states that businesses Ishobtain
sustainable results on the three areas namely;

2.3 Empirical Review

The field of social and environmental cost on coap® performance and or value of firms have besaszed by
different researchers. Several views had been dfiased on empirical testing arriving at differeggults with
the adoption of varying data and data analyticehtéues. Some of the handy empirical studies fsmch
researchers are reviewed herein with a view toexatnj the objectives of this study.

Masoud and Halaseh (2017) studied relationship é&twcorporate social responsibility (CSR) and comipa
performance in Jordan. Data were purposively ctabérom cross section of 107 Jordanian compaistesl on
the Amman Stock Exchange (ASE) from 2002 to 201He $tudy used corporate social responsibility index
variables such as employee relation, environmeatehmunity, product quality and governance whichena!
adopted as independent variables. Company sizepamyrage, leverage and company risk (beta) werd ase
control variables.

Specifically, the panel least squares regressispimarily used to analyze the relationship betwearporate
social responsibility variables and the accountind market performance based variables. They alsudfthat
there is positive but not significant relationshigtween CSR and market based performance ratiearafngs
per share, price-earnings ratio and price to badldesof the firms. They stated that the resultasfdom effect
regression recognized negative relationship betvi@@R and some accounting and market based perfoeman
criteria specifically return on assets, net incdmsales, price-earnings ratio and earnings peestfahe firms.

Adeneye and Ahmed (2015) evaluated corporate soesglonsibility (CSR) and company performance in UK
The study used 500 firms operating in the UK assdmple size and engaged descriptive researchndesig
Corporate social responsibility was measured byGB& index while the performance proxies adoptetewe
market to book value, company size and return gitaleemployed. The CSR index variables were enmgdogs
the explanatory variables while market to book galcompany size taken as total assets and retuoapmital
employed were each assumed as the dependent earldi@ data analytical tools used were descrigiaBstic,
correlation and regression. Their major finding what there is significant positive relationshiptieen
corporate social responsibility and market to bealkie.

Akinlo and Iredele (2014) examined impact of cogierenvironmental disclosure on market value oftegio
companies in Nigeria. The study used secondary, dateposively selected based on availability of
environmental information disclosures, obtainedfrearious annual reports and financial statemenhffftg
companies listed in the Nigeria Stock Exchangerdytine period 2003-2011.

The study therefore used Environmental pollutiod aantrol (EPC), Energy policies (EP). Materialyding
and conservation of resources (Biodiversity), Wastanagement (WM). Award received for installing
environmental system (AWR), Environmental researahd development (ERD), Compliance with
environmental laws and regulations (CEL), as pr®%@e Corporate Environmental Disclosures (CED) ased
the independent variable while firms size (totaleds) as extraneous variable. Tobin's Q -Marketevalas used
as the dependent variable.

The following equation was adopted as market vélabin's Q) =

Market Value + Total Liabilities .
Total assets

Their study used descriptive statistics, correfatind the ordinary least squares based regressiamalyze the
relationship of the variables. The result of thgression analysis showed that Corporate Environmhent
Disclosure has significant positive impact on Maalue. They also claimed that Environmental piadio and
control policy (EPC), Waste Management Cost (WSkHd Cost of compliance with environmental Laws
(CEL) have negative impact on Market Value. Thedgttecommends that businesses should take caution i
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areas where environmental activities impact neghtion the Value of the firm and also invest inaaréhat
enhance value for the firm.

Fodio, Abu-Abdissamad and Oba (2013) investigatepgarate social responsibility and firm value ofjitiian
financial services sector using 35 firms listedtle Nigeria Stock Exchange (NSE) as their sample &
achieve the objective of the study. Their work izéitl secondary data extracted from the Nigeria IStoc
Exchange FactBook and annual reports of firms énfithancial service sector for the period 2004 @0& The
study used environmental performance, human resooranagement and community development as the
independent variables and introduced four conteslables namely; firm size, growth, leverage andddind
payment and the Tobin's Q (TQ) which reflects thetgnt of market value to the replacement coshefassets
was adopted as the dependent variable. The stuglpged the least squares regression techniquestyzmthe
variables collected.

They claimed that the least squares regressioritseshiowed that the sector classification and egmiin

previous years significantly affect the firm's CS&bre positively without necessarily affecting \&alThe test
statistics indicate that both variables approplyateldress the reverse causality pattern and lieavalue of firm
and total CSR score tend to be mutually supportifige study concluded that social responsibilitynat

detrimental to the welfare of the firm’s sharehotde

3. Methodology

This study therefore adopted ex post facto resedesign. It specifically used cross sectional amek$ series
(longitudinal) data to evaluate the relationshiptiodé variables over time. The reason for the choit¢his
research design is founded on the fact that thee clatnot be manipulated.

3.1 Method of Data Collection

The study extracted secondary data from various@meports and financial statements of selectensfilisted
in the Nigeria Stock Exchange based on their hg@reity and availability of data. The study purpebi
selected 20 listed companies from the financiatises, industrial and consumer goods subsectodelaseated
by the Nigeria Stock Exchange. They were foundateehconsiderable data on social cost and its telatgters.
The longitudinal data from each company spans ackbs/ears from 2005 to 2015.

The variables from a pool of heterogeneously seteciompanies over time that were extracted inchete
assets book value (net worth) which served as dlpervariable and as proxy for value of the qudireds and
investments in health, education, socials and atiore and community development and environmecaats
which were collectively employed as the explanat@siables and as proxies for social costs.

3.2 Data Estimation Techniques

The Augmented Dickey-Fuller unit root test, pamgdt squares regression and Wald test were usstitoate
the data for the study.

The Augmented Dickey-Fuller (ADF) unit root testsm@nducted to check for stationarity of the veegalso as
to ascertain the order of integration. The testosducted because it control higher order serialetation by
adding lagged of the dependent variab¥g. The following generic equation was used to chbekstationarity
of the time series data;

AY = Bo+ Bt + OY 1 tY aAY i +€; (Gujarati 2013).

The study used Panel least squares regressionsseeeach of the cross section quoted firms coregideere
observed over time. Specifically, the study usedlgub regression, fixed effect and random effectasgjon
while the Hausmans test was used to distinguisid®at the fixed and random effects (Gujarati 2013).
Fixed effect regression was used because it statesmlues of the dependent and independent vasidbt each
sector as deviations from their individual meanueal and helps in establishing the effect of the<ection
data with respect to the ascertaining the diffeeenetween the sectors. The equation for fixed effegression
can be expressed as; LNABVite+ a;Dum2+a,Dum3 +3,LINED;; + BoLINHT i, BsLINSOR, B4LINCDEj;. €,
Since there are 3 sectors, one sector was usée demnchmark and only two dummy variables wer@dhtced
to avoid falling into the dummy variable trap. THferential intercept coefficients were used talgme the
effect of each sector. The study used the indugfjdads sector was used as the benchmark whileahsumer
goods and financial sectors were represented byruPhand dummy 3 respectively (Gujarati 2013).
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Random effect regression otherwise called the ewomponent model (ECM) was engaged to ascertaite thed
of relationship between variables in a panel. Tiercept value is expressedfs= o +& which implies that
the individual differences in the intercept valoégach quoted firm are reflected in the error term

Hausman’s test is a validity test to discriminagdween the fixed and the random effect regressitwe. chi
square was used to determine the choice of thenerefe. If the probability of the chi square is 6fdess the
null hypothesis is rejected and the fixed effegbfared, otherwise the random effect is selectedai@ti 2013)

The Wald test was finally used to test the joigndficance of the sectors to ascertain long runiliggiwm
relationship before dropping any of the independeariables. It is an F test for the significanceatlf the
variables in the model based on the hypothesishelo

The null hypothesis:

Ho:B1=P>=Ps=P4=0 (there is no long run relationship)

The alternative hypothesis:

H,: B1£B,#Bs#B4#0 (there is long run relationship)

3.3 Model Specification and Operational Definition of Variables

The model specification was based on the concemndl theoretical frameworks, and empirical reviews
supporting that investments in corporate sociapaasibility have effect on firms’ performance andlue.
Specifically, the study adapted the Harrissral (2010) stakeholders’ theory and the models of kkiand
Iredele (2014) and Masoud and Halaseh (2017) bdemaodifications in respect of the independentaldeis
and the use of networth of quoted firms.

Consequently, the functional forms of the mode] are

NABVit = f (INEDit, INHTit, INSORIt, INCDEit)

Where;

NABV = Net Assets Book Value (Net Worth)

INED = Investments in Education

INHT = Investments in Health

INSOR = Investments in Socials and Recreation

INCDE = Investments in Community Development andiEEmment
i = Cross section of companies

t = time period of data

The independent variables as represented in inesttmin education, health, socials and recreatioh, a
community development and environmental costs yeengly adopted as proxy for social costs. Net &sbeok
value was employed as the dependent variable apbag for value of quoted firms in Nigeria.

Since the variables above are merely functionabtguos and do not have probability distribution, iwelude
the random or stochastic terms to represent andrideshow the dependent variables are related ¢o th
explanatory variables and a stochastic error tarstazhastic disturbance term as follows;

NABVit = Bo+B1INED+B,INHT ¢+ BsINSOR+B4INCDE;+ €

The data extracted have different range of valumelsraagnitude and hence transformed to log linelam f@ he
transformation brought the variables to the samgnitade or close to par levehccording to Gujarati (2006),
transformation of variables included in the modm minimize if not solve the problem of collinegrit
The following model was therefore applied in tHisdy;

LNABVit = BotB1LINED+B,LINHT i+ BsLINSOR; + B4LINCDE;+ €
Where L is natural logarithm (i.e., log to basamg where e=2.718)

4. Results and Discussions

Discussion of Augmented Dickey-Fuller Unit Root Tes

The results of the (ADF) test are presented below:
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Table 4.1. Augmented Dickey-Fuller (ADF) unit rdest

Variables T-Stat P-value Order of Integration
LNABV -4.349913 0.0005 1(0)

LINED -5.066442 0.0000 1(0)

LINHT -7.198829 0.0000 1(0)
LINSOR -13.36302 0.0000 1(0)
LINCDE -8.955329 0.0000 1(0)

Source: Researcher’'s computation using Eviews ver8io

From the ADF unit root test in table 4.1 above,thd individual variables have negative t-statistefficient
values and are significant at 5% level of significe. We therefore reject the null hypothesis antticale that
all the variables are stationary at ordinary level.

4.1 Analysisand Discussion

The results of pooled, fixed and random effect @sgions of social responsibility costs variablesnenassets
book value or net worth of the selected quoted dirsme shown in the appendix. However, the resuthef
Hausman'’s test in table 4.2 confirms that the fieéfdct regression is preferred based on the pitityabf the
chi square estimate of 11.656 that is significari% level of significance. The fixed effect regies showed
an intercept coefficient of 6.990 which is positivsignificant and signifies the average effechef assets book
value of the quoted companies of all the independarables excluded from the model. In other wordis the
average effect of net assets book value when soo#tb variables (investments in education, heatibials and
recreation, and community development and environaheosts) included in the model are data setsletgu
zero.

From the t- statistic estimates, investments inad@nd recreation has positive significant effentnet assets
book value of the quoted firms at 5% level of sfigaince. The slope coefficient of 0.134 is the tdity of net
assets book value with respect to investmentsdiaks and recreation holding investments in edanahealth,
community and environmental costs variables indidehe model constant.

The result of the fixed effect signifies that theefficient of multiple determination, which is tlaeljusted R
squared indicate that 74.7% of the total variat@innet assets book value is as a result of variatb
investments in education, health, social and réioeacommunity development and environmental cost
variables included in the model. The coefficienths F statistic of 10.274 is significant at 0%.

Consequently, we carried out the fixed effect wdthmmies and coefficients to ascertain the diffeesna the
sectors.
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Table 4.2: Hausman'’s Test

Correlated Random Effects - Hausman Test
Equation: Untitled

Test cross-section random effects

Chi-Sq.
Test Summary Statistic  Chi-Sq. d.f. Prob.
Cross-section random 11.656463 4 0.0201

Cross-section random effects test comparisons:

Variable Fixed Random Var(Diff.) Prob.
LINED -0.009526 0.032248  0.001406 0.2652
LINHT -0.137332  -0.166574  0.001411 0.4364

LINSOR 0.134469 0.203751  0.001888 0.1109

LINCDE 0.108035 0.150998  0.001827 0.3148

Cross-section random effects test equation:
Dependent Variable: LNABV

Method: Panel Least Squares

Date: 02/14/17 Time: 08:56

Sample: 2005 2015

Periods included: 11

Cross-sections included: 18

Total panel (unbalanced) observations: 67

Variable Coefficient Std. Error t-Statistic Prob.
C 6.989844 0.374872 18.64597 0.0000
LINED -0.009526 0.112603 -0.084597 0.9330
LINHT -0.137332 0.105028 -1.307570 0.1977
LINSOR 0.134469 0.100560 1.337195 0.1879
LINCDE 0.108035 0.114445 0.943994 0.3502

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.827419 Mean dependent var 7.428978
Adjusted R-squared 0.746882 S.D. dependent var 0.796123
S.E. of regression 0.400537 Akaike info criterion 1.266663
Sum squared resid 7.219330 Schwarz criterion 1.990592
Log likelihood -20.43321 Hannan-Quinn criter. 1.553124
F-statistic 10.27370 Durbin-Watson stat 0.765174
Prob(F-statistic) 0.000000

Source: Researchers computation using Eviews vesio
4.2 Analysis and Discussion of Fixed Effect Pooled with Dummies
The result of the fixed effect pooled with the duynvariables in table 4.3 indicate that the all tbefficients of

the explanatory variables are independently sicguifi except investments in education. From thettssic
estimates, investment in health has negative sigm€e on net assets book value whereas investimestgial
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and recreation, and community development and enwiental costs each has positive significance oassets
book value of quoted firms. The result also revehis investments on social and environmental s$t@Em

each of the sectors have statistical significanteheir net worth but the rate at which they inwdifer from

sector to sector. The nature of their differenestment rate is captured in the discussion of dedficients.

The adjusted R squared of 51.4% is the total variabf three sectors net assets book value as uit rafs
variation in investments in education, health, aband recreation, community development and enwiental
collectively in the model.

Table 4.3: Fixed Effect Pooled with Dummy Variables
Dependent Variable: LNABV

Method: Panel Least Squares

Date: 02/14/17 Time: 08:56

Sample: 2005 2015

Periods included: 11

Cross-sections included: 18

Total panel (unbalanced) observations: 67

Variable Coefficient  Std. Error t-Statistic Prob.
C 5.437995 0.370178 14.69023 0.0000
LINED 0.032188 0.114723 0.280567 0.7800
LINHT -0.228478 0.101891 -2.242366 0.0286
LINSOR 0.228266 0.091616 2.491552 0.0155
LINCDE 0.292574 0.114684 2.551133 0.0133
DUM2 0.512233 0.197888 2.588497 0.0121
DUM3 1.046607 0.200190 5.228078 0.0000
R-squared 0.558144 Mean dependent var 7.428978
Adjusted R-squared 0.513958 S.D. dependent var 0.796123
S.E. of regression 0.555031 Akaike info criterion 1.759021
Sum squared resid 18.48356 Schwarz criterion 1.989362
Log likelihood -51.92722 Hannan-Quinn criter. 1.850168
F-statistic 12.63180 Durbin-Watson stat 0.365492

Prob(F-statistic) 0.000000

Source: Researchers computation using Eviews vesio

4.3 Analysis and Discussion of Fixed Effect Pooled with Coefficients

The functional definition of coefficients C(1), §(2(3),C(4),C(5),C(6) and C(7) represent the indalkssector,
investments in education, investments in healthestments in social and recreation, community dsrakbnt
and environmental costs, the consumer goods arfthtnecial sectors respectively.

The industrial sector as the benchmark had caefficof 5.437995 which is positively significant daiit
signifies the level of investments by the industsiector and its effect on net assets book valte. doefficient

of C (2) denotes the investment on education antag no significant effect on net assets book value
independently. Investment in health with -0.2884i88coefficient C (3) individually has negative sfigant
effect on net assets book value. Coefficient C With 0.228262 representing investments in social an
recreation has positive significant effect on neteds book value independently. Investments in camity
development and environment are represented byicieaet C (5) and it also has positive significaifect on

net assets book value separately.

Coefficients C (6) as identified represent the comsr goods sector. The coefficient of 0.51223héslevel at
which the consumer goods sector invest in the boogts variables more than the industrial sedtdhe actual
coefficient of the consumer goods sector is 5.9B0&milarly, the coefficient of 1.046607 signifidee rate at
which the financial sector invests in social castgables more than the industrial goods sectois ifplies that
the actual coefficient of the financial sector igl&1602. This connotes that the financial sectomizre
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responsive to social responsibility costs thanitikestrial and consumer goods sector while the wmes goods
sector approaches investments in social and emaroh issues better than the industrial goods sebtargh
this sector also engage in the investment sigmifiga

Table 4.4: Fixed Effect Pooled with Coefficients

Dependent Variable: LNABV

Method: Panel Least Squares

Date: 02/14/17 Time: 08:58

Sample: 2005 2015

Periods included: 11

Cross-sections included: 18

Total panel (unbalanced) observations: 67
LNABV=C(1)+C(2)*LINED+C(3)*LINHT+C(4)*LINSOR+C(5)*LINCDE+C(

6)
*DUM2+C(7)*DUMS3
Coefficient ~ Std. Error t-Statistic Prob.
C(1) 5.437995 0.370178 14.69023 0.0000
C(2) 0.032188 0.114723 0.280567 0.7800
C(3) -0.228478 0.101891 -2.242366 0.0286
C(4) 0.228266 0.091616 2.491552 0.0155
C(5) 0.292574 0.114684 2.551133 0.0133
C(6) 0.512233 0.197888 2.588497 0.0121
C(7) 1.046607 0.200190 5.228078 0.0000
R-squared 0.558144 Mean dependent var 7.428978
Adjusted R-squared 0.513958 S.D. dependent var 0.796123
S.E. of regression 0.555031 Akaike info criterion 1.759021
Sum squared resid 18.48356 Schwarz criterion 1.989362
Log likelihood -51.92722 Hannan-Quinn criter. 1.850168
F-statistic 12.63180 Durbin-Watson stat 0.365492
Prob(F-statistic) 0.000000

Source: Researchers computation using Eviews vegsio
4.4 Analysis and Discussion of Wald Test

The inclusion of the dummy variables was subjedtec validity test, the Wald test, to confirm th@int
influence on the model. Table 4.40 is the resulthef Wald test. From the test statistic, the Fisttatof
14.24053 at k=2 and n=60 is significant at proligbdf 0.0000. The chi-square value of 28.48106ls0
significant with probability of 0.0000. Since thest statistic is significant, we conclude that dioenmies jointly
have influence on the model and the restrictiordiaear in coefficients.
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Table 4.5: Wald's Test
Wald Test:
Equation: Untitled

Test Statistic Value Df  Probability
F-statistic 14.24053 (2,60) 0.0000
Chi-square 28.48106 2 0.0000

Null Hypothesis:
C(6)=C(7)=0
Null Hypothesis Summary:

Normalized Restriction (=

0) Value Std. Err.
C(6) 0.512233 0.197888
C(7) 1.046607 0.200190

Source; Researchers computation using Eviews vesio

4.5 Test of Hypothesis.

Ho: The effect of social responsibility costs on assets book value of quoted companies in Nigsriet
significant.

To test the hypothesis:
HO =1 =p2 =p3=p4 = 0 (i.e. all slope coefficients are simultandpesgjual to zero)
H1 =B1+# B2 +# B3+ B4+ 0 (i.e. not all slope coefficients are simultanggequal to zero)

The F statistic test was used to determine theath&gnificance of the model. From the fixed effeegression
analysis, the F statistic coefficient of 10.273 Ipasbability value of 0.000 and it is sufficientlpw. This
indicates that the F statistic is rightly specifig#de therefore reject the null hypothesis and amtelthat there is
significant effect of social responsibility costs wet assets book value of quoted firms in Nigeria.

5. Conclusion and Recommendations

5.1 Conclusion

Based on the the panel regression results, invessiria social and recreation independently hastipesi
significant effect on net assets book value of gddirms in Nigeria. The study revealed that the¢hsectors
independently made investments that had signifieéfatt on their net assets book value. However fitrancial
sector carried out social responsibility investrsembre than the consumer and industrial goods isettite the
consumer goods sector made investments on sosbmsibility activities more than that done by itheustrial
sector.

The implication is that the financial sector hasnagement philosophy that encourages receptiveness i
engaging social responsibility matters and is nsweietal friendly than the others sectors studidte study
also revealed that the 3 sectors had shown sudtaiwareness of the importance of social respoityilzik
demonstrated in the progressive investments oralsoesponsibility issues within the period. In fbag run,
firms’ positive actions on social responsibility wd build trust and confidence for a mutually beciaf
relationship between the companies and the soicietych a manner that would boost value of firms.
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5.2 Recommendations
The findings of this research have several implcet for companies, government and various stakiensl
Based on the findings from the study, the followiegommendations are made;

Government and host communities should leveraggh@mpossibilities of proactive dialogue to encoeréigns
to commit a significant portion of their net income social responsibility activities, the Nigerien& Exchange
and the Securities and Exchange Commission sharsbpde companies to include detailed reports oialso
responsibility activities in the annual reportspast of their directors’ report, companies shoubdleavor to
identify relevant areas that would create an impacthe generality of the society. Such investmshtauld not
only be those that impact on their business irstia@t run alone but also in the long term in a nearpositively
affect their value and the industrial and consugmerds sectors should provide more social faciliéhin their
area of operations in a way it would engender dehceexistence and in the long run boost theirwaith. The
financial sector should invest more on educatioh laealth, and consistently improve on socials ardmunity
and environmental related issues.
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Panel Least Squares Regression
POOLED

Dependent Variable: LNABV
Method: Panel Least Squares
Date: 02/14/17 Time: 08:53
Sample: 2005 2015

Periods included: 11
Cross-sections included: 18

Total panel (unbalanced) observations: 67

Variable Coefficient ~ Std. Error t-Statistic Prob.
C 5.747040 0.424567 13.53624 0.0000
LINED 0.088017 0.128496 0.684976 0.4959
LINHT -0.315851 0.119745 -2.637708 0.0105
LINSOR 0.406736 0.100921  4.030261 0.0002
LINCDE 0.219689 0.134435 1.634169 0.1073
R-squared 0.348402 Mean dependent var 7.428978
Adjusted R-squared 0.306363 S.D. dependent var 0.796123
S.E. of regression 0.663050 Akaike info criterion 2.087764
Sum squared resid 27.25742 Schwarz criterion 2.252293
Log likelihood -64.94009 Hannan-Quinn criter. 2.152869
F-statistic 8.287661 Durbin-Watson stat 0.276593
Prob(F-statistic) 0.000020
FIXED EFFECT
Dependent Variable: LNABV
Method: Panel Least Squares
Date: 02/14/17 Time: 08:54
Sample: 2005 2015
Periods included: 11
Cross-sections included: 18
Total panel (unbalanced) observations: 67
Variable Coefficient ~ Std. Error t-Statistic Prob.
C 6.989844 0.374872 18.64597 0.0000
LINED -0.009526 0.112603 -0.084597 0.9330
LINHT -0.137332 0.105028 -1.307570 0.1977
LINSOR 0.134469 0.100560 1.337195 0.1879
LINCDE 0.108035 0.114445 0.943994 0.3502
Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.827419 Mean dependent var 7.428978
Adjusted R-squared 0.746882 S.D. dependent var 0.796123
S.E. of regression 0.400537 Akaike info criterion 1.266663
Sum squared resid 7.219330 Schwarz criterion 1.990592
Log likelihood -20.43321 Hannan-Quinn criter. 1.553124
F-statistic 10.27370 Durbin-Watson stat 0.765174
Prob(F-statistic) 0.000000

RANDOM EFFECT

Dependent Variable: LNABV
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Method: Panel EGLS (Cross-section random effects)
Date: 02/14/17 Time: 08:55

Sample: 2005 2015
Periods included: 11

Cross-sections included: 18
Total panel (unbalanced) observations: 67
Swamy and Arora estimator of component variances

Variable Coefficient ~ Std. Error t-Statistic Prob.
C 6.282501 0.356942 17.60092 0.0000
LINED 0.032248 0.106178 0.303718 0.7624
LINHT -0.166574 0.098079 -1.698364 0.0945
LINSOR 0.203751 0.090687 2.246760 0.0282
LINCDE 0.150998 0.106162 1.422330 0.1599
Effects Specification
S.D. Rho
Cross-section random 0.560841 0.6622
Idiosyncratic random 0.400537 0.3378
Weighted Statistics
R-squared 0.136022 Mean dependent var 2.406454
Adjusted R-squared 0.080281 S.D. dependent var 0.578083
S.E. of regression 0.428736 Sum squared resid 11.39649
F-statistic 2.440267 Durbin-Watson stat 0.480905
Prob(F-statistic) 0.056102
Unweighted Statistics
R-squared 0.193169 Mean dependent var 7.428978
Sum squared resid 33.75104 Durbin-Watson stat 0.162384
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