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ABSTRACT

Corporate social responsibility (CSR) has emerged as an important aspect in the global
business community and has become a mainstream activity. The purpose of this study
was to assess the effect corporate social responsibility has on a financial performance of a
firm. The main objective of the study was to assess the effects of CSR on financial
performance of firms in Kenya. The specific objective of the study was to assess the
effects of CSR on profitability, Liquidity and efficiency of firms in Kenya. The theories
guidipg\the study were stakeholders theory, slack resources theory and Virtous Circle
theo%e theories are relevant to this study because they address the various angles
from whic porate social responsibility could affect financial performance. Employing
a descript vey research design, the study targeted public companies which had
established fo ions within their corporate social responsibility policy. Using
Purposive samp e study selected six companies and used all of them to enable the
researcher control thﬁaxiables “size” and “industry” of the company which have been
shown to intervene in th ationship between CSR and Financial performance. Annual
financial reports were us get particulars about a company’s CSR spending and the
resulting financial pefferm n_terms of returns. Descriptive and inferential statistics
was employed in da a&ysis. iptive statistics involved frequency distributions and
means. Bivariate linea r@sion | was used to establish the relationship between
CSR and profitability. Th y, fou at there was no significant relationship between
CSR and liquidity of firms in f the si
that there was no relationship be C

firms. The researcher concluded @ rpor

rticipating firms. The findings also showed
firm efficiency in majority participating
cial responsibilities in Kenyan firms

with foundations have more effect prQfitabidi an liquidity and efficiency. The
researcher recommended that firms with tio Id focus on investing their CSR
funds to solve problems that have a widespr
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CHAPTER ONE
INTRODUCTION
1.1 Background to the study

Corporate social responsibility (CSR) is an important management tool today. Corporate
soci:ﬂésponsibility has emerged as a significant theme in the global business community
and ha@ me a mainstream activity. The European Commission defines CSR as a
concept Whewv companies decide voluntarily to contribute to a better society and a
cleaner environment (Simms 2002). Adams and Zutshi (2004) define it as the integration
of business operations ( values whereby the interest of all stakeholders including
customers, employag,\ Vesﬁ ?Q the environment are reflected in an organization’s
actions and policies. The{Th Coé( ic Approach encompasses CSR as a model with
three specific levels: The first invo inancial performance, in particular, growth
and productivity. The second circl Qé ses on ﬁ,ﬂnanual items and awareness of the

society a firm interacts with. The final %vo ;ﬁ care and improvement of the

environment that a firm operates in (Carroll 199 )\

The perception of CSR as a means of enhancing both social and fina%rformance is
known in the literature as the business case for CSR. The business case is not a new
approach to CSR as for many years the management literature maintained that managers
could help their companies to discover win-win opportunities that improve their social
and environmental performance while simultaneously increasing profits (Hart, 1995).

Even in early CSR initiatives, there was always the premise that by adopting CSR



practices firms would enhance the social environment in which they operated and that

such efforts would be in their long-term financial interest (Carroll & Shabana, 2010).

Of late, a new concept called corporate social performance has gained recognition. Wood
(1991) defines Corporate social performance (CSP) as the extent to which a company is
successfully able to implement the interests of its stakeholders, in the economic, social
and eAvironmental domain in its business operations, and the extent to which a company
§ succ@@ able to implement actions aimed at guaranteeing the continued existence

at least at an e’cﬁ)ﬁ/el, of the company, society and the environment at large.

In the past, governmejts/h ve relied on legislation and regulation to deliver social and
environmental objectiyes in usiness sector. According to Carroll and Shabana (2010)

CSR is treated as a %ins@l alternative to government regulation, and the

choice between these tw jons d@js on their relative costs and benefits.
Government has the power to e redﬁd n. But government regulation isn't
perfect, and it can even end up reducing ic we ecause of its cost or inefficiency

(Simms 2002). The government also may IQﬁgres L((j?@/and competence to design
and administer appropriate regulations, particularly for cor?p\%industries requiring
much specialized knowledge. Simms (2002) opined that industry gr@might find ways
to influence regulation to the point where it is ineffective or even ends up benefiting the

industry at the expense of the general population.

Margolis and Walsh (2007) attempted to relate corporate social responsibility and
corporate social performance. In the relation between CSP and CFP, the authors defined

CSP in two ways: as a multidimensional construct that is either constructed by examining



companies’ efforts of living up to multiple responsibilities, or by looking at a company’s
principles, processes, practices and outcomes or as a function of how stakeholders are
treated by a company. Efforts have been made to discriminate between the concepts of

CSR and CSP, however in literature these concepts are often used interchangeably

Corporate financial performance (CFP) refers to the financial outcomes of business
ope@xs. Corporate performance refers to the outcomes of management processes in
relation goals that were set (Simms, 2002). It is the ability of the organization to
use its resou'rgwmiently and effective in order to reach those goals. Corporate
performance can be yf-ided into two categories: operational performance and financial
performance. Opera iona@rformance contains measurements like market share,
marketing effectivene prod uality. Financial performance can be split up, once
more, into market-base orma and accounting based performance. The first

referring to, for example, earni%ha tock prices, the latter includes return on

assets and return on equity (Fauzi et. { 0).

®

Q
Organizations require implementing partnerQﬁ,ﬁei(?@r grams since the activities
are often not within the company's core competence. Many&\ﬁnizations such as the
Kenya Commercial Bank (KCB), Safaricom and the East African Br@ies have formed
foundations to help them implement their respective CSR programs. Not all organizations
may have the resources to set up foundations and in any case, successful CSR programs

essentially have to have community implementing partners (Infotrack, 2012).

Nyangongo (2012) studied the CSR practice and its role in the profitability of selected

organizations namely Barclays Bank, National Bank, Kenya Commercial Bank, British



American Tobacco and African Wildlife Foundation. Findings from the study indicated
that CSR was a major contributor to the profitability of organizations through enhanced
image and reputation. Further the quality performance was vital in improving reputation
with customers. The research also found out that these organizations had strategic

partners in their CSR agenda. However, the greatest impediments to CSR practices were

finaans and poor public perception.

Rutto (%vestigated the influence of corporate social responsibility reporting on the
financial perfoﬂ ce of listed companies at Nairobi securities exchange. The findings
showed that the imp the influence of CSR reporting on companies listed in the NSE
had differential effects @ctors of financial performance. It was associated with
increased customer ivations “increased sales, employee morale, enhancing
organization's reputationc redu / asls incidences among others. The findings

%y/ that CSR reporting among the limited

companies represent attempts by corré jes to iépf e their corporate image and to be

seen as responsible corporate citizens. ( ; \ ! ’9\9

Kirwa (2013) investigated the effects of corporate sodg\ tesponsibility on the

further provide some evidenceﬁ/ po

performance of firms operating within the financial sector. Postbar@hich is the only
pure savings bank in the country was selected for purpose of the study. Findings
indicated that CSR activities have a higher effect on the performance of the bank as
performance focused on image, profitability, customer satisfaction, employee
satisfaction, costs and risk profile of the organization. Given that the market place has

become competitive and players in the industry compete for customers with an intention



of increasing the deposits level, the findings indicated that CSR may be considered a

differentiation strategy by the bank.
1.2 Statement of the problem

Kenyan Companies have taken to CSR with gusto in the recent past improving staff
welfare and work environment, embracing transparency and accountability in their
busi\@ ansactions, self-regulation and implementing community development
programs.@e er, it is the community component that is highly visible to most people
and gives cor:%he much sought after enviable public image. Companies have been
involved in various a/cf@a s in sports, environment, health, education and training, the

needy in society and }en n I Ieadershlp and governance.

The effect of CSR |n|t|at% @t to managers and scholars alike. However, here

in Kenya, little empirical dat fmpact of CSR on financial performance.
None of the reviewed studies I porate/b, aspect of philanthropic oriented
foundations and as such a knowledge ists this study sought to fill by
evaluating the effect of corporate social responyfé'lty on%kl performance of firms
with philanthropic oriented foundations in Kenya. %

1.3 Purpose of the study ’<\

The purpose of this study was to assess the effect of corporate social responsibility on

financial performance of firms with philanthropic oriented foundations in Kenya.
1.4 Specific Objectives of the study

The study was guided by the following specific objectives:



(i)  To determine the effect of CSR on profitability of firms in Kenya.
(i) To assess the effect of CSR on liquidity of firms in Kenya.
(iti)  To evaluate the influence of CSR on efficiency of firms in Kenya.
1.5 Research questions

Q) Olhat is the effect of CSR on profitability of firms in Kenya?

@@am w e effect of CSR on liquidity of firms in Kenya?

(i)  What is t%?ence of CSR on efficiency of firms in Kenya?

1.6 Justification of t 3@7

Research suggests th% an pfsiu e positive outcomes for a company; however,
there is little understanding %Iaﬂo@p in the Kenyan Corporate world. Economic
development and improved standar@éélivi% come about through well implemented

CSR initiatives. It is important to un%ﬂ l@?sct CSR has on the financial

performance of an institution so as to improve a pany%

ity.
1.7 Significance of the study %

@)

The findings of this study will be of invaluable importance to the management of various
companies about the benefits or lack thereof that CSR has to their business in regard to
financial performance. The findings can also assist the government through the ministry
of trade on the incentives it can give to companies to enable them implement CSR
initiatives that are both beneficial to the community and the community itself.

Researchers and scholars can use the findings generated by this study in their works.
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1.8 Scope of the study

The study was carried out in the context of Kenyan companies listed in the Nairobi stock
exchange. The study was interested in those companies that have philanthropic oriented
foundations as part of their CSR strategy or policy. The study sought to establish the
impact of activities involved in CSR have on the financial performance of the company in

term@revenue and profit/loss margin.

1.9 Lim%s ?f the study

In carrying out tm% rch the researcher encountered the following limitations: Since
the study relied on seco@ata, the study was limited to the information made public
by the participatingo?\gpgnle T)\avoid this limitation interfering with the purpose of
this study, the researcherlus inf@@n that public companies are expected to report

/u$, ret assets. The study was also limited to the

by law such as return on eq

three weeks in which the data colleCtion and{ lysis took place; to mitigate this, the

researcher hired the services of a researcr%nt% in data management.
1.10 Assumptions of the study /)\%

The researcher made the following assumptions: Q<\
i.  That the returns made public by the companies are truthful

ii.  That no other factors apart from the ones identified affect the relationship under

investigation



1.11 Definition of terms

Corporate social responsibility: In this study, CSR refers to activities of foundations
owned by companies whose function is mainly giving back to the community ( Carroll

and Shabana ,2010).

Efficiency refers to ratio between the input to run a business operation and the output

gain@&the business. (Becchetti and Trovato ,2011).
Financial peu?mance: Return on sales/investment. (Fauzi et. al.,, 2010).

Foundation: A non-@lmental entity that is established as a nonprofit corporation or

a charitable trust, wﬁ\a i |Eal purpose of making grants to unrelated organizations,

cigntific, educational, cultural, religious, or other

T 82).

Liquidity refers to ability to conve@asset h quickly ( Zygmunt ,2010).

institutions, or indiu@ls for

charitable purposes (Cth fei

1.12 Organization of the study OGF@/?\S\
/

The study consists of five chapters. Chapter one consists o@round of the study,
statement of the problem, research objectives, research questions@nificance of the
study, limitations of the study, assumptions of the study and definiti6$\of significant
terms. Chapter two consists of related literature that analyses the impact of CSR activities
on financial performance, theoretical framework and the conceptual framework. Chapter
three explains the methodology of the study, while Chapter four presents an analysis of
the findings. Chapter five presents the summary, conclusion and recommendations of the

study



CHAPTER TWO
LITERATURE REVIEW
2.1 Introduction

This chapter presents a synthesis of available literature on the relationship between
corporate social responsibility and financial performance. The researcher reviews existing
theorie theoretical framework and proceeds to highlight findings and conclusions
of similar stue{€s in the empirical review. The researcher summarizes the findings and

conclusions of th s?dies and identifies gaps to be filled by this study. A conceptual

framework is also prese%
2.2 Theoretical framzt@tk\’y);sl

There are three different the )ﬁl co@s of the relation between corporate social

responsibilities and financial per ce ﬂstakeholder theory, slack resources

The stakeholder theory was proposed by Edward Freeman in 4984 in his publication

theory and the virtuous circle concept.

2.2.1 The Stakeholders theory

entitled Strategic Management. Freeman argued that business r hips should
include all those who may “affect or be affected by” a corporation (Clarkson, 1995). By
identifying stakeholders, analyzing relationships with them and evaluating these
relationships, firms are able to successfully operate in their public and strategic
environments. The analysis and evaluation of stakeholder relationships enables firms to

determine which parties deserve or require attention from management, resulting in



optimization of relationships and preservation of corporate legitimacy (Doh & Guay,
2006). Jones (1995) put forward an operationalization of stakeholder theory that could
offer instrumental value to management. In his instrumental stakeholder theory, he argues
that firms that work on the basis of honest, trusting and ethical relationships will be

rewarded by stakeholders in terms of positive reputation effects, making these firms

suitablg business partners. Applying this theory to CSR, Jones suggests that corporate
resp%

tfehavior corresponds to attempts to build honest, trusting and ethical
relationships: extension, firms that are high in CSP should benefit financially from
their positive ing/cti n with stakeholders. Paying attention to the domains of CSR

improves the relations he stakeholders that were identified, ultimately resulting in

better overall perforp%( m}k and Graves, 1997).
2.2.2 The slack resource 0 y/$7

The slack resources theory postu a%el of resources that management devotes

7

to CSR activities is driven by the c®bili resources not required for other

purposes. This concept is perhaps best arti@ﬂn% (1986) who suggested that

management faced with holding cash in excess of their need/g)?fly to invest this free
ef

cash in a way that is at variance with maximizing the value of t . Slack resources
theorists argue that firms with better financial performance will have r@ces available
to invest in CSR. Since these resources, financial and other, are necessary to improve
CSP, a link between the two is expected. In this line of reasoning, better CFP will result

in better CSP (Waddock and Graves, 1997). In other words: all firms may want to excel

in CSR but only those with sufficient resources will find themselves performing well.

10



2.2.3 The Virtous Circle Theory

The virtuous circle theory as the name suggests that CSR is a predictor of financial
performance as well as a result of the same. Put forward by Waddock and Graves (1997)
the theory suggests that companies that have slack resources at their disposal, and
allocate these resources in the social domain, are expected to increase CSP. Here, an
increase in financial performance is a predictor of an increase in social performance.
Basewé@s d management theory, the authors expect a similar, positive relationship in
the other direction: CSP is a predictor of CFP. The mechanism at work is

stakeholder relati hi'p_s. Investments in the social domain are expected to result in

u/ ting in overall better performance.

2.3 Empirical Revie)\ ‘y
<o />>,/

The relationship between/& rate sécigl responsibility and corporate financial

improved relationships,

performance has been studied inte@ wit ed results. In a survey of 95 empirical
studies conducted between 1972-2001, olis alsh (2001) reported that when

treated as an independent variable, corpor i‘dal @mance is found to have a
positive relationship to financial performance in 42 studies (Fg‘y\jbno relationship in 19
studies (24%), a negative relationship in 4 studies (5%), and a mix@lationship in 15
studies (19%). Of the 51 studies carried out between 1970 and 1995, 33 found a positive
relationship, 9 found a negative relationship and 9 found no relationship between CSR

and financial performance (Chand 2006).
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This section presents the findings and conclusions of similar studies carried out across the
world. The studies are grouped into two sections: those that found a positive relationship

and those that found a negative relationship.

2.3.1 Effects of CSR on Profitability.

Margolis et. al., (2007) reviewed 167 studies that satisfied two conditions: CSP and CFP
were@asured on the firm level, and an effect size for the association between CSP and
CFP wa ided. The analysis resulted in finding a positive relationship between CSP
and CFP. Bagg their results, Margolis et. al., (2007) concluded that the financial
impact of CSP is, at ﬂf—least, neutral. This conclusion contradicts the concerns of those
theorizing about a ne ati@ationship (e.g. Friedman, 1970). Only in 2 percent of the

analyzed studies a s@cant;n;%%\f association was detected. However, the small

effect size indicates thap ugh 9§P is not detrimental for CFP, it is not very

beneficial to CFP either (Wissi%). @

Spicer (1978) found a positive correlati twee ’s economic performance and
its level of pollution control in the paper an@ﬁ_indu t@i} found that the higher the
level of pollution control the greater the profitability and size)of\ Ehe firm and the lower

the systematic and total risk. He also concluded that the benefits seee short lived.

Anderson and Frankle (1980) used a firm’s market value to measure financial
performance and its relationship with CSR. A positive relationship between market value
and CSR was found. This meant that investors were investing more in firms who reported
CSR than those who did not. This provides some evidence of the existence of the ‘ethical

investors.’

12



Cochran and Wood (1984) examined the relationship between CSR and corporate
financial performance (CFP).They found that asset age was highly correlated to levels of
CSR and that there was a positive relationship between CSR and CFP when asset age was
removed. This extra variable added a new element to Cochran and Wood’s empirical
research and it provided a possible insight into a variable that may be causing conflicting

concIUfions by various researchers.

Griffin %hon (1997) looked at the chemical industry and found that high CSR was
linked to high €FR and that low amounts of CSR reporting was linked to lower CFP.
Joyner and Payne (29?-}also found a positive correlation between reporting CSR with
performance and fir v/ Joyner and Payne noted the difficulty of measuring the
benefits of CSR. The @ors als some indication of a time lag between when CSR

was reported and the financidl benefits”seen. These findings conflict with the results of

Spicer (1978) who found that the @cia its were short lived.

O’Bannon and Preston (1997) expect{ tive r@y;fship from CFP to CSP. This is

expected because managers pursue prin/&Qals, instance benefitting from

)

remuneration schemes, which are linked to short-term f{a%\yl,performance. These
managers are less likely to invest in CSR because these investment@ll not pay off in
the short-term and would endanger manager compensation. The temptation here, and the
link between CFP and CSP, is cashing in by reducing CSR investments. A second reason
for the negative association is that when managers are faced with poor financial
performance they may want to disguise or justify this performance by means of excessive

investments in CSR. Goss and Roberts (2009) reason in a similar way: managers that

want to polish their reputations may do so at the expense of shareholders. Both

13



management actions may explain why negative financial performance may result in

improved attention to the social domain.

Vance (1975) found a negative relationship between CSR and financial performance. He
looked at share price and found that in building a portfolio an investor would be better off
investing in companies who reported little or no CSR. He concluded that companies have

mor@sons to be socially responsible than only how it affects the per share value of

their co%tock.

ﬁ

Shane and Spic 83) also found a negative relationship between the level of social
disclosures and econoii}A turns. This is a direct contrast to Spicer’s 1978 paper which
found a significant pgsitiv ionship. The explanation that Shane and Spicer (1983)

provided for the negat@csqlts @nvestors are put off by CSR.

Riahi-Belkaoui (1992) found tive jonship between external perceptions of a
company’s CSR activities and exe e con{ﬁation schemes. His findings suggest
that top management may be discouragec%ndgsg@ CSR activities. This is due to
the fact that the shareholders do not appreciate H‘éﬁ profﬁ&%spent on activities they

do not consider beneficial to them. %

O

Fry and Hock looked at members of the oil industry such as Texaco afnd\concluded that
the amount of CSR did not increase or decrease the profitability of the firm. Fry and
Hock put any change in financial performance down to an increase in firm size. Their
concluding comments also suggest that the firm’s size and public image management also
determine the amount of CSR reporting undertaken. The industry a firm operates in may

have a strong effect on the results that are found when examining the relationship

14



between CSR and financial performance. Firm size is possibly a problematic variable that

must be controlled (Fry and Hock ,1976).

Alexander and Buchholz (1978) examined the relationship between the level of CSR and
stock market performance, and also stock level risk. The study did not find any
significant relationship between CSR and either of these two variables. One possible
explafation for this is that the market is efficient and thus any ‘positive news’ will
change@@re price instantly rather than over a period of time. If the changes to the
stock price héﬂ med instantly, this research didn’t provide any insight into whether or

not CSR impacted stqf—market performance.

Aupperle et. al., (1985),carri t a survey using a specially designed survey instrument
that they created to %ze g%f;ects of bias in their respondents’ answers. To
measure financial performanc resear used both long-term and short-term return

on assets. No relationship was {i t@e the variables, CSR and financial

performance, suggesting the effect on prgfitability is neutral and by reporting

CSR profits are neither increased nor decrea@}uppe e aI 1985)).

2.3.2 Effect Of CSR On Liquidity %

The liquidity of an asset means how quickly it can be transform@ cash. When
referring to company liquidity one usually means its ability to meet its current liabilities
and is usually measured by different financial ratios (Lanka, 2013). According to
Zygmunt (2010), The liquidity is essential for company existence. It principally has an
effect on financial costs reduction or growth, changes in the sales dynamic, as well as it

influences on company risk level. The decisive significance of liquidity means that it
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is important for company development and at the same time is one of the fundamental

endogenous factors which are responsible for company market position.

Few studies have been carried out on the effect of CSR on liquidity. Subramaniam,
Samuel and Mahenthiran (2014) sought to examine the liquidity implication of voluntary
Corporate Social Responsibility (CSR) reporting from the perspective of the Malaysian
Cap@\/larket. The findings that the greater the level of CSR disclosures the higher the
quuidit§@:ularly in terms of the price impact. According to the authors, While the
increased CS ;ﬁsures convey information about nonfinancial risks, the increased in
institutional ownersh thelr price discovery activities reduce the risk by lowering the

spread. This study s&;\h@d to the body of knowledge by assessing the effect of CSR

on liquidity of firms |@nya
2.3.3 Effect Of CSR O %

In a business context, operational @ cy%efmed as the ratio between the input

to run a business operation and the out aine the business. When improving
operational efficiency, the output to input Q}lmpr @}oelli et al., 2005). Inputs
would typically be money (cost), people (headcount) or ti %ﬁort. Outputs would
typically be money (revenue, margin, cash), new customers, custalty, market
differentiation, headcount productivity, innovation, quality, speed & agility, complexity
or opportunities. The efficiency ratio, a ratio that typically applies to banks, in simple
terms is defined as expenses as a percentage of revenue (expenses / revenue), with a few
variations. A lower percentage is better since that means expenses are low and earnings
are high. It relates to operating leverage, which measures the ratio between fixed costs

and variable costs.
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The nexus between corporate social responsibility and corporate performance is of
fundamental importance to understand if the former can be a sustainable strategy in the
competitive race. Becchetti and Trovato (2011) examined the relationship on a sample of
firms observed in a 13-year interval by focusing on a performance indicator (productive
efficiency). Findings showed that firms included in the Domini 400 index (a CSR stock
market,index) do not appear to be more distant from the production frontier than firms in

the co mple after controlling for the heterogeneity of production structure.

In evaluating t lationship between corporate social responsibility and stock market
efficiency, Becchettiyfeicirettiz and Giovannellix (2009) found that net difference
between CSR strengths a@leaknesses significantly reduces both the absolute forecast
error on EPS and its s@ard devi after controlling for standard regressors plus year,
industry, and firm/brokerc\ﬂgzy. t y/fi ings are consistent with the hypothesis that
reduced transaction costs (a@ lic ith stakeholders and more transparent
accounting practices implied by CSé'@*fica/rA{ fect the bias. The CSR effect is
strongly asymmetric and mainly driven by @ eakne consistent with the fact that

the predicted channels of influence are mainly captured b{/@SE weakness scores. A
crucial aspect of their findings is that CSR contributes to make financjal, markets efficient

as unbiasedness and efficiency are (in almost all specifications) nonblated in the

subsample of the top 20 percent (lowest CSR weaknesses) companies, while they are in

the bottom 20 percent CSR companies.
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2.4 Research Gaps

There have been a number of researchers investigating the relationship between
Corporate Social responsibility and financial performance. The results have been
inclusive. A number of papers found positive relationships. Margolis et. al., (2007),
Spicer (1978), Anderson and Frankle (1980)) while others found negative relationships
(0N n and Preston (1997), Goss and Roberts (2009), Vance (1975)} or no

relation%try and Hock (1976), Alexander and Buchholz (1978) and Aupperle et. al.,

(1985)) betweegt/rvariables at all.

A review of the of t@ ies suggested that the industry in which a firm operated in

determined the diregbn 0 elationship between CSR and financial performance as

seen in the Spicer (1 dy? There was a significant difference in the CSR scores

across the two industries. ﬁs’ monstrated the importance of controlling the industry

variable when researching the CSF@j ina Lformance relationship. A significant

positive relationship was found between and ial performance for firms inside
R,

the production industry but not inside the ser@}_udu

Another intervening variable that emerged in the relationship beu‘een CSR and financial
performance was the role of the managers as seen in O’Bannon z@(&s‘ton’s study.
These managers are less likely to invest in CSR because these investments will not pay

off in the short-term and would endanger manager compensation.

As much as the findings of these studies are inclusive, it is worthy to note that a host of
them were carried out in Europe and the Americas among giant corporations. Significant

cultural, social and economic differences exist between these parts of the world and
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Kenya. Therefore, the findings of the studies from the western world cannot be wholly
replicated in the Kenyan context. Not much research has been carried out on the
relationship between CSR and financial performance of Kenyan Companies. There exists

knowledge gap which this study intends to fill.
2.5 Conceptual Framework

A CQ aI framework is proposed for the study. The framework shows how the
different '? in the study interact. Robson (2011) defined a conceptual framework
as a visual or w product, one that explains, either graphically or in narrative form,
the main things to be’@dﬁ d; the key factors, concepts, or variables and the presumed

relationships among them. iglds, Patricia and Rangarjan (2013) define a conceptual

framework as the Way%re

The CSR in this case is thegipput whi fluences the output that is; the financial

(2\ 1zed to achieve a research project’s purpose.

performance. The conceptual fram { ls%f nt in clarifying concepts and propose
stu

) 6\,9“

relationships among the concepts in a

) Financial Performance
Corporate Social
Responsibility e Profitability
> e Liquidity
e Efficiency
Independent Variable Dependent Variables

Figure 1: Conceptual framework of effects of CSR on financial performance of firms

in Kenya
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2.6 Operational framework

Operational framework is defined as the elements that underly how ideas work together
as a whole (Shields, Patricia & Rangarjan, 2013). Operationalizing a variable means
finding a measurable, quantifiable and valid index for the variable and finding a way to
manipulate that variable in such a way as to have two or more levels (Jonker & Pennink,
201 urns (2010) adds that the process of operationalization defines fuzzy concepts
and allc@ to be measured, empirically and quantitatively.
K
/f—
/@ Profitability

)/\(\ e Net profit

p margin
™ Financial

Corporate social

—

L4
responsibility @ /O
faN yi

Cost of CSR
Total expenses Liquidity i
e Current ratio

performance

Y

)
N7

L
Efficiency O /<\

e Total Assets
turnove
;

Figure 2 :Operational Framework of effects of CSR on financial performance of firms

in Kenya.
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The purpose of this study was to assess the effect of corporate social responsibility on the
financial performance of Kenyan companies that have foundations. Literature review
revealed that the relationship between these two variable can be positive, negative or
none. The financial performance is as such the dependent variable in this study and since
the s@ intends to make use of secondary data, the performance was assessed using the
profit r§@)f at the end of the company’s fiscal year. The researcher also assessed
whether the ob3eryed profit or loss was an improvement or a decline from the previous
fiscal years. Previou ature also outlined the importance of controlling the size and

V/

industry on financial er@ance and CSR which are the intervening variables in the

study. ’y
@ny,
0 (’4//
4 %\

O
oy,
yR
%
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction

The chapter presents research design, target population, sampling and data analysis

procedures and ethical considerations

O

3.2 Re%Design

Research desigi/v‘ne procedure used by the researchers to explore the relationship
between variables to (ofﬁ/ubjects into groups, administer the measures, and analyze data
.Mugenda and Mu%da ). The study adopted a descriptive survey design.

Descriptive study des}@ stud@hich the researcher describes or presents a picture
of a phenomenon under i ¢ati (Burns, 2010). Data is collected and analyzed in

order to describe the current co @13 ar@} relationships concerning the problem.
This research design is suitable be @it e a@i the researcher to describe the
relationship between corporate social respon a%pcial performance of public
companies. This method of study was used by Kariuki(ZOI%dying the challenges
facing Safaricom Foundation. Kirwa (2013) and Nyagongo (2013) @used descriptive

survey design in similar studies.
3.3 Target Population

Target population refers to all members of a real or hypothetical set of people, events or
objects to which a researcher wishes to generate results from the study (Kothari, 2004). It

also defined as a group of individuals, objects or items from which samples are taken for
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measurement (Kombo and Tromp,2006) The study targeted public companies which
have established foundations within their corporate social responsibility policy. There
were 70 Kenyan companies listed in the NSE (NSE, 2014). A total of 6 of listed
companies have established foundations which operate within their CSR framework these
are: Kenya Airways, Kenya commercial bank, Equity Bank, East African Breweries
Limited, Safaricom Limited and Britam (CMA, 2014). Rutto (2013) also targeted public

the NSE in her study.

O
3.4 Sampling'y%dure

According to Muger{ji;n Mugenda (2003) a sample is a small group of accessible
population. Samplingnrefe that process of selecting a sample from a defined
population with the Q@Qn z\t sample accurately represents that population
(Burns, 2010). Purposive s ing vaployed in selecting the companies to
participate in the study. Purposi\@ plin )ﬁemployed to enable the researcher
control the variables “size” and “indust f the any which have been shown to
intervene in the relationship between CSRgh\dﬁinan i(lS&arformance. The researcher
selected all the six listed companies with foundations. &\ﬁia,Chirata&Cornelia
Dascula(2011) used purposive sampling in their study corporate responsibility

reporting . This sampling procedure was also used by Kirwa (2013) and Rutto (2013).
3.5 Data Collection

Data collection is the process of gathering and measuring information on variables of
interest, in an established systematic fashion that enables one to answer stated research

questions, test hypotheses, and evaluate outcomes (Mugenda & Mugenda, 2012). Blaxter
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et al. (2006) Data collection is a systematic approach to gathering information from a

variety of sources to get a complete and accurate picture of an area of interest.

Secondary data obtained from the companies’ reports was used. The researcher used the
financial statements for the six companies for the financial years 2007-2012 to assess the
impact CSR has on their financial performance. The researcher was interested to learn the
amo pent on CSR by a particular company as well as the profit/loss and whether the
latter is%\provement or a drop. Particularly the researcher was interested in the
Returns on Equity,and Returns on Assets. A data summary sheet was used to collect data.
Waruru(2013)used sgfedary data when researching corporate social responsibility in

/

Safaricom. loannis lognn eorge Serafeim(2010)used secondary data collected from

companies websites. @ ‘y /3/
3.6 Data analysis % /

Data analytics is the science ofg%um%data with the purpose of drawing

conclusions about that information (Da%zo ) ta Analysis is the process of

systematically applying statistical and/or logic echm&&;ﬁ describe and illustrate,
condense and recap, and evaluate data (Burns, 2010). The studJuﬁalt with quantitative
data financial statements of the participating companies. The resear i/l employ the
statistical package for social sciences (SPSS) to generate findings. Descriptive and
inferential statistics was employed in data analysis. Descriptive statistics involved

frequency distributions and means.

Bivariate linear regression model were used to establish the relationship between CSR

and financial performance. Camelia ,Chirata&Cornelia Dascula(2011)in their study on
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corporate social responsibility reporting used Pearson correlation as a measure of the
strength of relationship between two variables and tested their significance. loannis
loannou& George Serafeim(2010)used descriptive and inferential statistics to draw their

conclusions from their study.

Model 1: CSR cost (independent variable) against Financial perfomance(dependent

vari@)

Fmanmal rmance will be measured using profitability ,liquidity and efficiency as

variables again A% The linear regression model will be expressed as the following

=a + B1X1+ P2Xo + 33@
Where, & )/\sl

Y is the CSR cost of each f|%h wil easured by the linear regression model.

o 1s the constant term O( %

s
Oy,
X is liquidity O X

Xz is Efficiency

B is statistic of regression

X1 is profitability

3.7 Ethical considerations

Consent was sought from Dedan Kimathi University of Technology and the participating

firms. The data collected was stored in a password protected computer. Only the
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researcher had access to the data. The information gathered in the study was used for

study purposes.
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CHAPTER FOUR
RESEARCH FINDINGS AND DISCUSSIONS
4.1 Introduction

The@oter presents data analysis and interpretation of the findings based research

findings:. @ata was analysed using the statistical package for social sciences (SPSS).

4.2 Descriptive @ysis

Analysis was carried o@ata obtained from the companies’ financial reports from
2007 to 2012.The %@m’? f net profit margin, current ratio and total assets
turnover. The dependent les fo study were the net profit margin (profitability),
current ratio (liquidity) and dv set over (efficiency), while the independent

variable was CSR .The CSR was mea ed aga %’[otal expenses of each company.

Preliminary analysis involved descrlptlve elatlon analysis on all the
variables for the purpose of understanding the variables {,@s the direction and
magnitude of their relationship. Table 4.1 show that a total of 36 ob tions were used
in the study, with net profit margin, current ratio, total assets tu@er and CSR
(Millions) having a mean of .461, 1.061, .933 and 51.858 respectively. Notably, the
values for net profit margin, current ratio and total assets turnover have a variation less
than 1 indication that these values are very close to their respective means. However,
there exist a large variation of 43.942 in the CSR value, which indicate that some of the

firms spent a lot of money in CSR.
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Table4. 1 :Descriptives

N Minimum Maximum Mean Std. Deviation
Net Profit Margin 36 0154 2.7619 461 597
Current Ratio 36 12 221 1.061 .506
Total Assets Turnover 36 110 2.060 933 .619
CSR (Million) 36 .70 151.48 51.858 43.942
Valid N (listwise) 36

V

Table 4.2 correlatlon analysis output, among the dependent variables it’s only the

t has significance weak negative correlation (r = -.341, p. value <

Net Profit M
.05) with the ind

varlable Other dependent variables insignificant correlation

with the lndependent %However these findings do not differ with Riahi-Belkaoui

(1992) who found a

atlonshlp between external perceptions of a company’s

CSR and profltablllty@ /s/

Table4.2 :Correlations coeffl% stu

ables

Net Profit Margin

Current Ratio

P
)
9

Total Assets

%

Turnover

CSR (Million)

Pearson 1
Correlation

Sig. (2-tailed)

Pearson

Correlation 77
Sig. (2-tailed) .303
Pearson

Correlation 004
Sig. (2-tailed) .983
Pearson *
Correlation 341
Sig. (2-tailed) .042
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4.3 Effect of Corporate Social Responsibility on Profitability

The model fitness of the resultant bivariate linear regression is presented in Table
4.3.This table shows that R Square value is .116 implying that 11.6% of the variation in

profit explained by the variation in CSR.

Tab%ﬂodel summary of CSR & Profitability

Std. Error
Adjusted R of the
Model R R Square Square Estimate
1 341 116 .090 5695987

a. Predictors: (Constant), ,CSR (Million)

The ANOVA for th?\ del &%ented in Table 4.4.This table shows an F-value of
4.459 and P-value of 0.0@ .05& NOVA statistics imply that the effect of CSR in
profitability is significant among firms w%dations in Kenya. These research finding

Agree with Margolis et. al., (20 whose/aﬁ,l‘y&is resulted in finding a positive
we

@ce the study found that there

was no relationship and negative relationship4n some@@ ies the findings are in

relationship between CSR and profitabi@

agreement with Wissink (2012) who found that the small eﬁ!ﬁ size indicates that,
although CSP is not detrimental for CFP, it is not very beneficia P either.The
findings are supported by the stake holder’s theory which states that good social

performance will lead to higher financial performance.
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Table 4.4: ANOVA of CSR & Profitability

Sum of
Model Squares df Mean Square F Sig.
Regression 1.447 1 1.447 4.459 .042
1 Residual 11.031 34 324
Total 12.478 35

a. Dependent Variable: Profitability
b. Predictors: (Constant), CSR (Million)

The regres efficients of the model are presented in Table 4.5. This table shows that
B =-0.005 with aIEe of .042. This indicates that a unit increase in CSR will result to

a .005 decrease in the y%ﬂt margin, on the other hand when the CSR value is zero the

model can only predi éOl oﬁ?\et profit margin. Thus the results are consistent with
e

the virtuous circle th @ased @)od management theory, the authors expect a

similar, positive relationship i ther Caysal direction. This results are similar to Goss
and Roberts (2009) who found a%ive eK onship where managers that want to
polish their reputations may increase ne@ t on CSR at the expense of
shareholders. Both management actions may exgla-i‘n why\p@a{ve financial performance
may result in improved attention to the social domain. However the findings differ with
those of Griffin and Mahon (1997) who looked at the chemical inu%m found that
high CSR was linked to high Profitability and that low amounts of CSR reporting was

linked to lower CFP.
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Table 4.5: Regression of Model coefficients of CSR & Profitability

Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error Beta t Sig.
(Constant) 701 148 4.734 .000
CSR (Million) -.005 .002 -.341 -2.112 .042

a. Dependent Variable: profitability

4.4 Eﬁ%Corporate Social Responsibility On Liquidity

The model fitne@eff the resultant bivariate linear regression is presented in Table
4.5.This table shows tﬁa Square value is .058 implying that 5.8% of the variation in

liquidity is explalne)y the tlon in CSR.

Table4.6: Model Summ%s@lqmdlty

Adjusted R Std. Error of
Model R R Square Square the Estimate
1 2418 .058 .030 49786
a. Predictors: (Constant), CSR (Million)

The ANOVA for the model is presented in Tk 4. 61‘4&?\ shows an F-value of
2.095 and P-value of 0.157>P=.05 The ANOVA statistics |mplylﬂTat the effect of CSR
and liquidity are not statistically significant. Hence this model is liable in the
prediction of liquidity among firms with foundations in Kenya. The study found that
there were no significant relationship between CSR and liquidity of firms in any of the 6
participating firms. The findings are therefore in disagreement with Cho et al. (2012)
found that CSR performance improves market liquidity and decreases bid-ask spreads

and Cheng et al. (2013) who found that firms with better CSR performance are more
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engaged with their stakeholders, limiting the likelihood of opportunistic behavior and
reduce overall contracting costs. The study therefore does not support any of the theories

in the study.

Table 4.7 :ANOVA of CSR & Liquidity

Sum of
Model Squares df Mean Square F Sig.
Regression 519 1 519 2.095 157
1 Residual 8.427 34 248
Total 8.947 35

a. Dependent Variable: Liquidity
b. Predictors: (Constant), CSR (Million)

l/
The regression coeﬁ@%e}\odel are presented in Table 4.8.This table shows that

=-0.003 with a P-valu 7. Nspdicates that a unit increase in CSR will result to a
.003 decrease in liquidity, 0&9@&{3@%% there CSR value is zero the model can
only predict 1.205 of the liquidity. O( @L

The study found that there were no signi elatighship between CSR and liquidity of
firms in any of the 6 participating firms. The |ry‘iﬂgs ar@r fore in disagreement with
Cho et al. (2012) found that CSR performance improves ma euiquidity and decreases
bid-ask spreads and Cheng et al. (2013) who found that fim@/{{ better CSR
performance are more engaged with their stakeholders, limiting the likelihood of

opportunistic behavior and reduce overall contracting costs.

32



Table 4.8: Regression of model Coefficients of CSR & Liquidity

Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error Beta t Sig.
(Constant) 1.205 129 9.315 .000
1 CSR
(Million) -.003 .002 -.241 -1.447 157

a. Dependent Variable: Liquidity

4.5 Effects of C%po%te Social Responsibility on Efficiency
The model fitness }th%&ant bivariate linear regression is presented in Table

4.9.This table shows Squafe yalue is .023 implying that 2.3% of the variation in
efficiency is explained by t%or(ﬁ @?
Table 4.9 :Model summary of CSR & @iency&

NN

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

1 1528 .023 -.006 621140

a. Predictors: (Constant), CSR (Million)
\

The ANOVA for the model is presented in Table 4.10.This table shows an F-value of
.804 and P-value of 0.376>P=.05 The ANOVA statistics imply that the effect of CSR and
efficiency are not statistically significant. Hence this model is not reliable in the
prediction of efficiency among firms with foundations in Kenya.

The findings also show that there was no relationship between CSR and firm efficiency in
any of the other six participating firms. The findings are therefore in disagreement with
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Nyagongo (2012) who found that CSR was a major contributor to the profitability of
organizations through enhanced image and reputation. Further the quality performance
was vital in improving reputation with customers. The research also found out that these

organizations had strategic partners in their CSR agenda.

Tab@lo: ANOVA of CSR & Efficiency
A

Sum of
Model Squares df Mean Square F Sig.
Regression 310 1 310 .804 376
! Residual 13.118 34 386
Total 13.428 35

a. Dependent Variable: Total Assets Turnover
b. Predictors: (Constant), CSR (Milli;g}

-
The regression coefficient of/& de{@s nted in Table 4.11 .This table shows that
 =-0.002 with a P-value of .376. ‘@ dii t a unit increase in CSR will result to
a .002 increase in efficiency, on the other@ h CSR value is zero the model
can only predict.821 of the efficiency. These flnglﬂgs are ement with (Becchetti
and Trovato ,2011) examined the relationship on a sample of rmjabserved ina 13-year
interval by focusing on a performance indicator and found a positive @ﬂship between
CSR and efficiency. Hence the finding are supported by the virtous circle theory which

states that if more resources are put under CSR then there will be a positive effect on

financial performance of firms and vice versa.
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Table 4.11:Regression of Model coefficients of CSR & Efficiency

Unstandardized

Standardized

Coefficients Coefficients
Model B Std. Error Beta t Sig.
(Constant) 821 161 5.087 .000
CSR (Million) .002 .002 152 .897 .376

a. Dependent Variable: Efficiency
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CHAPTER FIVE
SUMMARY OF STUDY, CONCLUSIONS AND RECOMMENDATIONS
5.1 Introduction

This chapter presents a summary of the major findings from the results of the study and
the c%clusions made from them. It also presents the recommendations made by the

researcl@r is has been done in respect to the stipulated objectives in a bid to answer

the research qu%.
5.2 Summary of Restf?

The purpose of this }md assess the effect of corporate social responsibility on
financial performance (C\rms hilanthropic oriented foundations in Kenya.

Specifically, the study aim%[ablis@be effect of CSR on profitability of firms in

Kenya, the effect of CSR on liqu f fir LKenya and the influence of CSR on

@g ed iptive survey design. The study

sted fo @ns within their corporate

social responsibility policy. Purposive sampling was employec%}gl.ectmg six companies

to participate in the study. Q<\

efficiency of firms in Kenya. The study

targeted public companies which have estaB

Secondary data obtained from the companies’ reports was used. The researcher used the
financial statements for the six companies for the financial years 2007-2012 to assess the
impact CSR has on their financial performance. Descriptive and inferential statistics was

employed in data analysis. Descriptive statistics involved frequency distributions and
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means. Bivariate linear regression model were used to establish the relationship between

CSR and financial performance.

From the results, CSR has notable significant impact on net profit margin. On the other
hand, CSR has mild insignificant impact on current ratio and total assets turnover. A
general observation is that CSR has a negative effect on net profit margin, also has small

negalivg insignificant effect on current ratio and lastly a small positive insignificant effect

on total@@turnover.
5.3 Conclusioni¢

5.3.1 What is the effect }@R on profitability of firms in Kenya?

The researcher conelu tha %orate social responsibilities in Kenyan firms with
foundations have more ei@ p@lity than liquidity and efficiency. The researcher
concludes that the increased jtabili be attributed to increased sales due to

improved image by the public. Th@{ﬁicatesi(b@SR has no significant effect on the

profitability of firms in Kenya. OG &/9
L)

Financially strong companies can afford to commit monies‘ﬂﬁ% hat have a more long-
term strategic impact, such as providing services for the community their employees.
Those allocations may be strategically linked to a better public ima@nd improved
relationships with the community in addition to an improved ability to attract more

skilled employees and more customers
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5.3.2 What is the effect of CSR on liquidity of firms in Kenya?
A general observation is that CSR has a small negative insignificant effect on liquidity.
The study found that there were no significant relationship between CSR and liquidity of

firms in any of the 6 participating firms.

5.3.3 What is the influence of CSR on efficiency of firms in Kenya?
A eral observation is that CSR has a small positive insignificant effect on
efficien%nce the researcher concludes that there is no significant relationship

between CSR’& ficiency of firms in Kenya.

5.4 Recommendationj /@

(i)The researcher re wndﬂa irms with foundations should focus on investing their
CSR funds to solve pro%at@a widespread effect. This will ensure that CSR
activities touch more lives wh efit% community as well as the firm itself. In
carrying out CSR activities, the res er re nds that all stakeholders (including
customers of the firm) should be invol@@gnf§9¢15tomer retention and thereby
promote financial performance. All CSR progr%es an%%é}gts should be monitored

and evaluated to check whether they are achieving their intended Its.

(if)Since its evident that enhancing corporate performance does not afﬁgliquidity, the
researcher recommends that firms should have monies in terms of cash since its
important for company development and at the same time is one of the fundamental

endogenous factors which are responsible for company market position.
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(iii) The efficiency of the firm is not affected by the much the firms have invested in CSR
hence firms should enhance the quality of performance which is vital in improving
reputation with customers. . Evaluation findings can be used to inform future decisions

on CSR to enhance corporate efficiency

55 %ons for further study

()The researaﬁsuggests that more study should be done on the effects of CSR and firm

efficiency. f

(i1) The researcher alﬁerc@s ? deeper study on the effects of CSR and firm liquidity.

(iii)Since the study or@cﬁsedo)\ r/s with philanthropic foundations, a similar study
h

should be carried out on all fir. %t are@centric listed in the stock exchange.

(iv)Future studies should focus on %gédee@un erstanding of the relationship CSR
and its determinants. G /9

%

39



REFERENCES

Adams, C. Zutshi A. (2004).Corporate Social Responsibility: Why Business Should Act
Responsibly and be Accountable Australian Accounting Review, Nov, Vol. 14, Iss.
3; pg. 31

Alexander, G.J. Buchholz, R.A. (1978).Corporate social responsibility and stock market
@formance Academy of Management Journal, Sep, 21, pg. 479

Anders@ Frankle A.W. (1980).Voluntary Social Reporting: An Iso Beta Portfolio
Ana eAccountlng Review, 55, pg. 467-479.

Aupperle, K.E. G‘%I A.B. Hatfield, J.D. (1985). An empirical examination of the
relationship bet corporate social responsibility and profitability Academy of

Management Jo én 28, 2, pg. 446
Becchetti, L. and C| iovannelli, A. (2012).Corporate Social Responsibility

and Earnings @e k?}?asedness CEIS Working Paper No. 233. Available
at SSRN: http://s /a t>2050870

/

.The

Becchetti, L. & Trovato, G. ( tegminants of Child Labor: The Role of

Primary Product Specializati search Paper 59, Tor Vergata University,

CEIS. ( /L

Blaxter, L., Hughes, C., & Tight, M. (2006%0 re%(Vol. 2). Philadelphia, 2006.

Borg, W. & Gall, M. (1989). Educational research: An intro@bf. New York, NY:

Longman publishing.
Burns, A.C. (2010). Research method. Boston: McGraw-Hill Inc. Q<\

Camelia I.Lungu,Chirata Caraiani&Cornelia Dascalu (2011).Research on corporate social
responsibility Reportin The Bachurest Academy of Economics studies,Romania

Carroll, A.B (1991).The Pyramid of Social Responsibility: Towards the Moral
Management of Organizational Stakeholders. Business Horizons, July

Cheng, B., loannou, 1., Serafeim, G., 2013. Corporate social responsibility and access to
finance. Strategic Management Journal, Forthcoming.

40



Cho, S., Lee, C., Pfeiffer, R., (2012). Corporate social responsibility performance
information and information asymmetry. Journal of Accounitng and Public Policy,
Forthcoming.

Clarkson, M.B.E. (1995).A Stakeholder Framework for Analyzing and Evaluating
Corporate Social Performance. Academy of Management Review pp. 92-106.

Cochran, P.L. Wood, R.A. (1984).Corporate Social Responsibility and Financial
Performance.Academy of Management Journal, Mar, 27, 1 pg. 42

Chand, Masud. (2006).The Relationship between Corporate Social Performance and
@r orate Financial Performance: Industry Type as a Boundary Condition”
09) Introduction to research methods; A practical guide for anyone

unde a research project. Oxford: Spring Hill House.

Doh, J.P. & Gua;ﬁl 2006). Corporate social responsibility, public policy, and NGO
activism in Eur d the United States: an institutional-stakeholder perspective.
Journal of Mana tStudles 43(1), 47-73.

Fauzi, H. and Idris, g e elationship of CSR and Financial Performance: New
Evidence from ian anies (October 18, 2010). Issues in Social and
Environmental Accounting, Vo No. 1, 2009. Available at SSRN:
http://ssrn.com/abstra /

Fry, F.L. Hock, R.J. (1976).Who S Co(@d Responsibility? The Biggest and the
Worst. Business and Stock pf

cost of bank loans. Journal of Banking nanc 7), 1794-1810.

Goss, A. & Roberts, G.S. (2011). The im co@%zlal responsibility on the

performance debate: Twenty five years of incomparable resgarch. Business and
Society, Mar, 36, 1, pg. 5

Griffin, J.J. Mahon, J.F. (1997).The corporate social perfor r}zicti corporate financial

Hart SL. 1995. A Natural-Resource-Based View of the Firm. The Acad of
Management Review 20(4): 986-1014.

loannis Toannou& George Serafeim(2010)”Impact of corporate Social Responsibility on
Investment Recommendations” London Business school.

Jensen, M. C., 1986. The Agency Costs of Free Cash Flow: Corporate Finance and
Takeovers, American Economic Review, Vol. 76, No. 2.

Jones, T.M. (1995). Instrumental stakeholder theory: a synthesis of ethics and economics.
Academy of Management Review, 20(2), 404-437.

41



Jonker, J. and Pennink, B.J.W., 2010, The Essence of Research Methodology: A concise
guide for Master and PhD students in Management Science, Springer.

Waruru,J.(2013).Corporate Social Responsibility&Strategic Orientation Of Safaricom
Ltd in Kenya. Unpublished Masters Thesis,University Of Nairobi.

Kerlinger, F.N. (2000). Foundations of Behaviour Research New Delhi: Surjit
Publication.

Kirwa, V. C. (2013). Effects of corporate social responsibility on the performance of
f? rms within the financial sector: a case study of Postbank. Unpublished Masters

intr n.Nairobi,Kenya;Paulines publications.

§ Kenyatta University
Kombo, %@omp,D.l.A (2006).Proposal and thesis writing an

Margolis, J. D. a h J. P. (2001). People and profits? The search for a link between
a company’s nd financial performance. Greenwich, CT: Erlbaum.

Murugi, M.(2013.Th cha facmg the Safaricom Foundation in aligning the CSR
to Corporate strateg)%kbll aster Thesis, JKUAT,Kenya.

Mugenda, A. (2008). Soc%c!&yrch Theory and principles. Nairobi: Kijabe

Printing Press.

research. Nairobi: Nairobi

Mugenda, A.G & Mugenda O.M. (2012) @*: %s Dictionary. Nairobi Act
Press.

Nyangongo, S. O. (2012). The role of corporate social respo m the profitability of

Mugenda, O. & Mugenda, A. (2 ggsea% thods: Quantitative and qualitative
ac

selected companies in Nairobi . Unpublished Masters Thesi nyatta University

Orodho, A. & Kombo, D. (2002). Research Methods. Nairobi: Nalro%l
Publishers

Rutto, M. C. (2013). To investigate the influence of corporate social responsibility
reporting on the financial performance of used companies at the Nairobi Securities
Exchange. Unpublished Masters Thesis, Kenyatta University.

Preston, L.E. & O'Bannon, D.P. (1997). The corporate social-financial performance
relationship. A typology and analysis. Business and Society, 36(4), 419-429.

42



Riahi-Belkaoui (1992). Executive Compensation, Organizational Effectiveness, Social
Performance and Firm Performance: An Empirical Investigation .Journal of
Business Finance and Accounting, Jan

Shane, P.B Spicer, B.H. (1983).Market Response to Environmental Information
Produced Outside the Firm.The Accounting Review, 58, 3, pg. 521-538

Shields, Patricia and Rangarjan, N. (2013). A Playbook for Research Methods:
Integrating Conceptual Frameworks and Project Management.Stillwater, OK:
New Forums Press.

Sim e. (2002).Business: Corporate Social Responsibility - You know it makes
ccountancy. London, Nov, Vol.130, Issue 1311; pg. 48

Spicer, B.H. 8). Investors, Corporate Social Performance and Information
Disclosur %mpirical Study The Accounting Review, 53, 1, pg. 94-111 Stodder,
G.S. (1998) ¥Goodwill Hunting” Entrepreneur, July, pg. 118-121 The Business
Review, Sep, S,ﬁ%

} 240
Vance, S.C (1975) .A S% esponsible Corporations Good Investment Risks?
Academy of rge‘men etew, August, pg. 18-24

Waddock, S.A. & Graves,S. (1947%% corporate social performance-financial
performance link. Strategi€ Manégeptent Journal, 18, 303-3109.

Wissink, R. (2012). A test of the vi cy% orporate social responsibility: Testing

the relation between corporate ial mance and corporate financial
performance. Twente: University% tel

IR
9
O

43


http://en.wikipedia.org/wiki/Patricia_M._Shields

APPENDEX 1

SUMMARY SHEET DATA

profitability liquidity Efficiency CSR Year

Y y Y X
KQ 0.0154 0.92 2.01 16,600,000 2012
0.0412 1.06 1.52 35,380,000 2011
0.0288 0.87 1.34 20,350,000 2010
0.0568 0.91 1.32 40,830,000 2009
O 0.064 1.52 0.96 38,690,00 2008
@ 0.0697 1.39 0.94 48,290,000 2007
EABL O 1.2622 1.26 48.25 700,840 2012
2.7619 1.11 4415 12,399,40 0 2011
@ 2.25 1.41 32.35 8,703,000 2010
0 2.01 1.3 86,091,850 2009

1.98 1.33 91,843,850 2008
0. 15% 2.21 2.06 75,288,910 2007

126 126,276,070 2012
& 2{ 1.189 131,589,730 2011
og-\ 1.194 151,480,380 2010
0.149 126 105,367,600 2009
0.2257 138,532,860 2008

0.2531 % @ 120,104,310 2007

BRITAM 0.2145 25,194,610 2012
0.5786 062 13 @,573050 2011
0.3026 0.39 /§§84o 2010
0.2434 1.47 6# ﬁq 2009
0.99 1.75 0.1 24,2 )6 2008

SAFARICOM

0.2059 1.8 0.19 25,600,5 }
EQUITY 0.3615 1.21 0.14 1,099,700
0.4084 1.21 0.14 9,774,000
0.4054 1.23 1.14 7,555,000 2010 A
1.003 1.12 0.31 71,320,000 2009
0.8693 1.33 0.23 39,100,000 2008
1.078 1.39 0.12 18,900,000 2007
KCB 0.277 0.75 0.12 109,810,460 2012
0.3008 0.31 0.11 71,779,730 2011
0.2447 0.21 0.12 40,838,710 2010
0.1187 1.13 1.51 41,906,900 2009
0.129 1.12 1.54 29,745,720 2008
0.3032 0.12 0.74 24,318,780 2007
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