CORPORATE SOCIAL RESPONSIBILITY REPORTING AND EXECUTIVE COMPENSATION IN NIGERIA
Abstract
The objective of the study is to examine the effect of executive compensation on corporate social responsibility reporting. Adopting a survey research design, we test this hypothesis using a sample size of 100 companies selected randomly quoted on the Nigerian Stock Exchange with audited financial statement specifically for the year 2014. We employ the T-test and Ordinary Least Square (OLS) regression technique to analyse the data. Our findings reveal a negatively significant between executive compensation and CSSR. CSRR, Executive Compensation, NSE Companies

CHAPTER ONE

INTRODUCTION

1.1 Background to the study 
The increased interest in the role of business in society today has been prompted by increased attention to the awareness of environmental and ethical and moral issues. It means our society has become increasingly concerned that greater influence and success by local and international organisations has not been equivalent to effort and desire in addressing important social issues including poor treatment of employees and labourers, faulty production output and environmental degradation or resultant pollution by the industries emanating from their activities as it has continuously been reported in the mass media. It is therefore important for all and sundry to realize that the public has countlessly decried the demeaning treatment by organisations and the outcry for increased social responsibility by firms will not disappear if these firms fail to respond appropriately and in a timely manner to the challenges these pose for our societies.

The idea of corporate social responsibility (CSR) is one of the moral and ethical issues encompassing corporate decision making; thus the decision by an organisation to undertake certain activities or refrain from it because they are beneficial or detrimental to society is a central and recurrent question. Notwithstanding, organisations’ desire to legalize their activities is considered to be one of the significant motivations for their CSR performance and is accepted by many researchers (Cho and Patten, 2007; Craig Deegan, 2002; De Villiers and Van Staden, 2009; O’Donovan, 2002; Van Staden and Hooks, 2007). Craig Deegan, 2002, opined that corporate social responsibility reporting is essential for organisations’ long term survival and organisations need to be sure that there are no ‘skeletons in the closet’ which may ultimately be exposed, tarnishing the viability and reputation of the organisation. A company’s profitability, as well as its existence, could be affected by its form of CSR reporting.

In Nigeria the disclosure of CSR in annual reports is not a mandatory process hence acting in a socially responsible manner is not necessarily adequate. Firms are basically required to communicate their deeds or initiatives towards CSR to their stakeholders and this is generally recognized as CSRR or corporate social disclosure (CSD). CSR Reporting (CSRR hereafter) is largely regarded as one of the significant approaches organisations employ to make the general public accept/approve their CSR activities. Corporate social responsibility reporting is a relevant means to guarantee accountability and transparency of accomplishments. Despite variations among countries in different regions of the world, CSRR has increased universally in both complexity and dimension over the past two decades. Although developed countries like the United States of America have introduced mandatory disclosures in the reporting prerequisite which would ensure transparency in corporate activities, in many developing countries like Nigeria, CSR reporting still relies on the voluntary initiatives of the reporting entity.

The challenge therefore is developing effective measures to influence and improve CSRR especially in developing countries. One way to ensure this can be good corporate governance. Bebchuk and Fried (2004) propose that the structure of executive compensation is a direct outcome of a firm’s governance process. Thus, while there are signs that executive compensation as an arm of corporate governance plays significant roles in CSRR; only a handful of research works have been carried out to indicate this relationship. This study makes a critical examination of the contemporary CSRR literature and examines the impact of executive compensation on CSRR in Nigeria. Despite the fact that CSR is becoming more and more important and statutory, research still shows that Corporate Social Responsibility performance and reporting by organisations all over the globe is limited (Catanzariti and Lo, 2011). A possible reason for this occurrence is the probable dearth of ability within the significant decision makers particularly,the board of directors, who are seen to be key players in organisations’ CSR achievements to interpret proper decisions concerning CSR and CSRR.

Assuming that CSRR is an outcome of the boards’ decisions, this study proposes that the influence of Executive compensation on CSRR is very much argued and there is an increasingly high amount of literature highlighting the significance of satisfied executives in boardroom decisions. It is therefore important to note that there has been limited studies with varying results carried out to link executive compensation with the CSRR decision making process. In light of this development, this study seeks to fill these gaps by aiming to delve into the impact of executive compensation and the subsequent effect on CSRR. This is carried out by meticulously reviewing already existing literature, and subsequently providing hints and new ideas to fill the existing gaps in previous research and also to shed more light on how CEO incentives influence their CSR decisions and if this is reflected in organisation’s CSR reporting. In line with this, the study seeks to answer the question;

1.2 Statement of Research Problem

The concept of corporate social responsibility and executive compensation over the years has been a topical issue in academic discourse. According to Jooh, Niranjan & Roh (2010) current business researches have emphasized the sustainability concept due to the fact that business must meet their corporate social responsibility duties to the society alongside creating value for their shareholders in order to make a sustainable world. The performance of every firm is vital and key to its continued existence. Several factors affect the performances of a firm amongst which are executive compensation and corporate social responsibility. Several scholars have argued on the effect of CSR on performance of firms. They argue that firms who engage in CSR are seen socially responsible by the society and this increases their legitimacy, reputation as well as patronage leading to a positive spillover effect on performance. Jooh et al. (2010) further argued that engaging beyond compliance is ethically desirable even if it takes away resources from firm’s immediate needs. However, Hull and McShane (2008) argue that there are enormous costs involved in engaging in social responsibility which may affect the performance of the organisation.

Numerous researches have been carried out on the impact of CSR on firm performance with conflicting findings (Fauzi, 2009; Cheriuyot, 2010; Obusubiri, 2006; Margolis and Walsh, 2001; Osisioma, Nzewi & Paul, 2015; Mutuku, 2005). Also, the issue of the effect of executive compensation on firm performance has been researched upon resulting in vague and inconclusive findings revealing diverse patterns a in different cultures and industries (Gore, Matsunaga, & Yeung, 2003; Nyeoga, Tarus & Basweti, 2014; Aduda, 2011; Mohammad, 2015; Sigler, 2011). Executive compensation comprises the total remuneration paid to executives. Proper remuneration of executives helps align executive goals with management goals. Compensation such as stock options and cash bonuses help motivate employees to maximize shareholders wealth. Lack of proper compensation package could cause agency conflict whereby managers end up pursuing their interest at the expense of shareholders. Compensation issues have not received the needed attention in Nigeria, compared to developed economies. However, the effect of executive compensation on firm performance is still a subject of debate and far from conclusive. Very little attention has been given to this area of discourse by corporate directors, academics, regulators and financial economist as evidenced by paucity of literature. This study therefore seeks to fill these gaps in literature.

Consequently, drawing from the inconclusiveness of this area of academic discourse as well as paucity of literature, the following research questions was be asked in this study

1. What is the impact of executive compensation on corporate social responsibility reporting in Nigeria?

2. What is the impact of firm  on firm performance?

Objective of the Study

The objective of this study is to find out the relationship between Executive compensation and corporate social responsibility reporting in Nigeria thereby determining the impact of executive compensation on CSRR.

The specific objectives are to:

1. examine the effect of executive compensation on corporate social responsibility reporting in Nigeria.

2. ascertain the impact of firm size on firm performance

1.4. Statement of Research Hypotheses

The following hypothesis stated in null form was tested in this study.

1. Executive compensation does not have significant effect on corporate social responsibility reporting in Nigeria.

2. Firm size have no significant impact on firm performance

1.5. Scope of the study
This study examines corporate social responsibility, executive compensation and firm performance. In terms of geography, the study was limited to Nigerian firms quoted on the Nigerian Stock Exchange. The study time frame was for a period of six years (2009-2015). The period was chosen as a result of availability of data.

1.6 Significance of the study

Corporate social responsibility and executive compensation policy are very vital to organisational success.  The performance of any firm to a large extent rest on the effectiveness of reward system as well as its CSR. The justification for this study stems from the fact that the study was able to examine the joint effect of corporate social responsibility and executive compensation on firm performance This study will prove very useful to policy makers as well as accounting practitioners as it will make them better informed on the effectiveness of their executive compensation policies, their CSR as well as what drives firms performance.

Another significance of this study is that it contributes to existing body of knowledge on the subject matter and also would assist prospective researchers who would want to conduct further research in this area by providing a basis for them to carry out their research.

1.7. Limitations of the study
A limitation encountered in this study was in the area of data as data were not available for all quoted banks in Nigeria. This therefore restricted the study to make use of the number of banks available for the time period under consideration therefore reducing the sample size. Also imprecise measurement of variable as there is no uniform way of measuring a particular variable.

CHAPTER TWO

LITERATURE REVIEW

This section focuses on the review literature on the concepts of CSRR, concept of executive compensation, Global Reporting Initiative, empirical review of related literature, and a theoretical review.

2.1 Corporate Social Responsibility and Reporting (CSRR)

The concept of Corporate Social Responsibility involves an organization going out of its way to initiate and carry out activities that will impact positively on its host community, its environment and the people generally. It can be viewed as a way of acknowledging the fact that some business activities have adverse effects on the citizens and society and making efforts to ensure that such negative impacts are acknowledged and corrected. 

Bursa Malaysia (2006), defines corporate social responsibility as open and transparent business practices that are based on ethical values and respect for the community, employees, the environment, shareholders and other stakeholders. This CSR framework was designed to bring sustainable value to society at large. As a matter of fact, CSR means that a company should be held accountable for any of its actions that impact the public, communities, and its environment negatively. 

The World Business Council for Sustainable Development (2001) defines CSR as ‘the continuing commitment by business to behave ethically and contribute to economic development while improving the quality of life of the workforce and their families as well as of the local community and society at large and thus to try to ensure sustainable economic development’. The phrase ‘continuing commitment’ used in this definition indicates that CSR is not a temporary issue that a company considers only under certain conditions. Rather, it is a permanent issue that should be placed strategically within the policies and programs of companies. The most usual conceptualizations of CSR are those made by Carroll (1979) by distinctively distinguishing between four types of CSR, namely, legal, economic, ethical and discretionary (philanthropic contributions).

In understanding the concept of CSRR, we must first understand the concept of reporting. Reporting in its broad sense is providing an account for an event. Its purpose is to meet the information need of a wide variety of users. It is considered obligatory that a business gives back to the community it benefits from. The society at large now expects reports on how it has performed with regards to the impacts of its activities. However, it is important to note that there is no standard means of reporting CSR this is because CSRR is at the discretion of the business entity. As such there is no standard definition of CSRR. 

A sustainability report is a report published by a company or organisation about the economic, environmental and social impacts caused by its everyday activities. Crowder (2000) defines social accounting as “an approach to reporting a firm’s activities which stresses the need for identification of socially relevant behaviour, the determination of those to whom the company is accountable for its social performance and the development of appropriate measures and reporting techniques”. Business In The Community (BITC) opines that “the process of reporting on responsible business performance to stakeholder (i.e. social accounting) helps to integrate such practices into business practices, in addition to pointing out future opportunities and risks”.  CSRR is usually reported in the annual reports using different indicators like community, health safety, employment, training and education, charitable donations, ethics, supply chain, human rights, child labour, etc. Muslu, Mutlu, Radha, Krishnan and Tsana (2014) in their work on measuring corporate social responsibility quality, developed a CSR report quality measure using the tone, readability, length, numerical content, and horizon content of the reports’ narratives. In their work, they find that their quality measure is positively associated with CSR performance ratings and CSR transparency ratings issued by KLD STATS (Statistical Tool for Analysing Trends in Social and Environmental Performance) as well as equity analysts’ earnings forecast accuracy. Their findings verify their quality measure by linking it with the information content of CSR reports, and demonstrate its potential to provide a framework for measuring CSR report quality. 

2.2 Executive Compensation

Agency theory (Jensen and Mackling, 1976) argues that due to the separation of ownership from control in a business organisation, there could be conflict of interest between the executives (who are charged with the day to day running of the activities of the organisation) and shareholders/stakeholders. In order to reduce this conflict of interest, agency theory suggests that executives be compensated with the stocks and stock options of the company, so that they can be seen as part owners of the firm and work for the interest of all stakeholders. 

The executive of an organisation is the administrative or managerial group of the organisation. The executives are the group of persons appointed and given the responsibility to manage the affairs of an organisation. Holding a delicate position like that requires adequate compensation. The compensation given to the executives is composed of financial compensation and other non-financial awards. Clementi and Cooley (2003) define compensation as the sum of salary, bonus, the year–on–year change in the value of stock and option holdings, the net revenue from the sale of stock and exercise of options, and the value of newly awarded securities. 

Compensation has been defined by Antle and Smith (1985), as the year–on–year change in Executive’s wealth, which in turn consists of the expected discounted value of the portion of executive’s wealth whose value is tied to his or her company’s performance. According to Antle and Smith, the Total Yearly Compensation is supposed to measure “the annual change in executive’s total wealth associated with employment”. The total yearly compensation comprises of the addition of bonus, salary, the year–on–year change in the value of stock and option holdings, exercise of options, the net revenue from the sale of stock and the value placed on newly awarded securities.

Compensation is defined as the sum of the market value of securities holdings and the anticipated discounted value of future salaries and bonuses. In this setting, pay is usually determined based on the relationship between pay and performance. Executives must be able to understand their pay differences by comparing inputs to the corporation. Second, executives must perceive their pay equitable in comparison to executive peers in comparable firms/industries. Buhler (2002), notes that fair compensation is a reflection of the employee’s perceived value to the organization.  Executives will also expect to be paid better if their company performs better; else there will be a sense of injustice. To drive this point home, Buhler (2002), adds that compensation and benefits are provided in exchange for the employees’ contributions to the organization and hence an effective compensation programme can help shape performance and improve job satisfaction.  Lastly, there should be an understanding amongst executives and employees’ compensation differences within the firm. In the same context, Otten (2008) notes that executive pay levels and structures differ greatly within and across national context. It is therefore understandable that the higher the position held in the corporate hierarchy the greater the compensation. Differences can be explained with regard to increased responsibility as well as greater skill and education required to perform at that level. 

The Securities Exchange Commission (SEC) made amendments to the disclosure requirements pertaining to executive compensation. The rules require public companies to publish the compensation packages of their top five executives in notes to financial statements (SEC, 2006). The expectation of this amendment is that the disclosure of such sensitive information would instil a compensation policy that was morally and ethically sound. The increased disclosure would benefit the firm by ameliorating corporate governance, and by decreasing informational asymmetry between investors and executives, ultimately resulting in a lower cost of capital (Matsumura & Shin, 2005). 

The compensation paid to the executives is a very important aspect in ascertaining the level of corporate social responsibility reporting. This is because research has showed that there is higher valuation for socially responsible firms. When the value of a firm increases, it translates to increased stock prices and therefore increases in the compensation of executives.  The term “corporate social responsibility” focuses on actions of a company that have a positive influence on society. 

Subsequently, in the executive compensation debate, there are arguments that imply that excessive executive compensation actually has a direct negative effect on both companies and society. From the perspective of a company, it has been argued that paying executives high level of compensation can actually significantly affect shareholder profits. That is why critics subject the issue of compensation to constant scrutiny and consistently argue that there is little correlation between CEO remuneration and company performance (Clarkson, Nichols and Walker, 2005). 

Also, high levels of executive pay may result in less motivated and more cynical workers (Wade, O’Reilly, and Pollock, 2006; Anderson and Bateman, 1997). In view of prior discussion, it is therefore reasonable to consider whether a relationship exists between a company’s executive compensation and its CSRR performance.

2.2.1 CEO compensation incentives 

Previous researches have found that agency costs can be mitigated by tying incentives to performance (Jensen and Murphy, 1990; Frydman and Saks, 2010). Based on these assumptions there has been extensive literature examining the relation between firm's financial performance, agency costs, CEO compensation and incentives with contradictory results (Core et al., 1999; Smirnova and Zavertiaeva, 2017; Sheikh, et al., 2018). As the interest in CSR has increased in the last decade, research has also been interested in studying the relationship between CEO compensation and other types of performance (social and environmental) and not solely financial performance with mixed results (Hong et al., 2016). However, prior studies have found a link between social and environmental performance and financial performance, more specifically that CSR activities enhance financial performance (McGuire, Sundgren and Schneeweis, 1988; Hillman and Keim, 2001; Jiao, 2010; Hong et al. 2016; Margolis et al., 2009). Even though a positive correlation has been found in some of the previous research, researchers are not completely unanimous about the reasons why CEOs choose to engage in CSR, as this is not the company's and its shareholders’ main focus (which is to increase the value of the company). Some research argues that CEOs who engage in CSR may not do this to increase the shareholder value but instead for personal gain which leads to agency costs. Hemingway and Maclagan (2004) and Barnea and Rubin (2010) argues for example that CEOs may engage in CSR to increase their own reputation or conceal negative results or activities within the company. On the other hand, there are also previous studies which argues that CEOs engage in CSR to improve their relationship with stakeholders (Deng et al, 2013). They claim that preserving stakeholders’ interest will be beneficial to all parties, as the increased relationships with stakeholders will result in better financial performance. If this assumption is correct, CSR engagement will reduce rather than increase companies’ agency costs (Karim et al., 2018). The basic assumption within agency theory is that humans (CEO in this case) have their own self-interest to maximize their own wealth even if it’s not in the best interest of the company and its shareholders. These assumptions indicates that there is a need for mechanisms that mitigate the problems and costs that occur because of the CEO’s self-interest. Companies try to deal with this by designing CEO compensation in a way that favors incentive-based salary, with the aim of ensuring that the CEO maximizes both their own interests and the interests of the company at the same time which ultimately in theory will reduce agency costs (Sigler and Sigler, 2015). Hong et al. (2016) found evidence that CEO compensation incentives based on CSR will reduce agency costs and create value for the shareholders. Their study is to the best of our knowledge the only study that includes CEO compensation incentives and does not only focus on the relation between CEO compensation and CSR performance. They investigate how different variables affect the existence of CEO compensation incentives related to CSR.

2.3 The Global Reporting Initiative (GRI)

The Global Reporting Initiative (GRI) provides the world’s defacto standard in sustainability reporting guidelines. Sustainability reporting is the action where an organization publicly communicates their environmental, economic and social sustainability regularly along with their financial reports. The GRI Guidelines are the most common framework used in the world reporting. 

Reporting on sustainability performance is a crucial way for organizations to recognise and manage their impact on sustainable development. GRI has developed an influential CSR reporting framework. Two aspects of that framework (i.e. GRI Index and a GRI grade) have been adopted widely and feature frequently in CSR reports. Many CSR reports include a GRI index. This index has evolved to deal with the challenges of organizing CSR data. 

The GRI standardized format for reporting has 90 indicators.  Following this, the data outlined on the GRI guidelines can appear in different parts of the company’s CSR report using the GRI indicators. Although the use of GRI is not a prerequisite for strong reporting, a company that includes a comprehensive GRI index generally demonstrates sophistication about CSR data collection and management.

2.4 Empirical Review
Several studies have contributed to the debate on corporate social and environmental reporting and how corporate governance could influence corporation to be socially responsible as well as disclosing social and environmental information. Examples can be found in Pérez, (2015); Cong and Freedman, (2011); Karpik, (1989).

Brewster, Carey, Grobler, Holland and Warnich (2008) define corporate governance as policies, practices, and mechanisms that shareholders, executive managers and boards of directors use to manage themselves and fulfil their responsibilities, including investors. Gibson and O’Donovan (2007), argue that improvement on corporate social responsibility reporting can be accomplished by consolidated corporate governance, which includes the provision of environmental information to legitimate stakeholders.

Whereas Pérez, (2015); Cong and Freedman, (2011); Karpik, (1989) and others focus on corporate governance as a whole, some studies have attempted to relate corporate social responsibility reporting to specific corporate governance mechanism. With respect to board size, works of Dalton and Dalton (2005); Bennedsen, Kongsted and Nielsen (2004) are germane. As for board diversity and executive compensation, the works of Post et. al. (2011); Bear, Rahman, and Post (2010); Mahoney and Thorn (2006); McGuire, Dow and Argheyd (2003); Hong, Li and Minor, (2015) are relevant. Most studies on executive compensation (e.g. Matsumura and Shin, 2005; Ashley and Yang, 2004; Perel, 2003; Rodgers and Gago, 2003) have tended to focus on issues pertaining to firm performance, risk taking or the general ethics of increased compensation of executives. Not many have addressed the relationship between compensation and corporate social responsibility reporting. However, Mahoney and Thorn (2006) examine the relationship between executive compensation and corporate social responsibility performance using 77 Canadian firms. They find significant positive relationships between: (1) Salary and CSR Weaknesses, (2) Bonus and CSR Strengths. The findings suggest the importance of the structure of executive compensation in encouraging socially responsible actions.

The work of McGuire, Dow and Argheyd (2003) find no significant relationship between incentives and firm social performance. Hong, Li and Minor (2015) examine the link between corporate governance and the existence of executive compensation incentives for CSR. Findings showed corporate governance as a determinant of managerial incentives for social performance. Hong, Li and Minor (2015) further suggest that CSR activities are more likely to be beneficial to shareholders, as opposed to an agency cost.

On the contrary, some studies have looked at the reversed direction on the relationship between CSR and executive compensation. For example, Kallan and Thomas (2011) on the determinants of executive compensation, revealed that CSR is one of the determinants of CEO pay. This study like many others the existence of a relationship between CSR and executive compensation.

Theoretical Review
The theories that could provide explanation to a study of this nature are numerous and include stakeholder theory, agency theory, legitimacy theory, etc. However, we find the legitimacy theory more suitable in supporting the motivation and objective of the study because an important motivation for CSR and CSR reporting is the desire for business organisations to legalize their activities (Cho and Patten, 2007; Craig Deegan, 2002; De Villiers and Van Staden, 2009; O’Donovan, 2002; Van Staden and Hooks, 2007). 

Perrow (1970) defines legitimacy as a generalized perception or assumption that the actions of an entity are desirable, proper, or appropriate within some socially constructed system of norms, value, beliefs, and definitions. Legitimacy theory suggests a relationship between corporate social disclosure and community concerns so that management must react to community expectations and changes. Since the legitimacy theory is based on the society’s perception, management is forced to disclose information that would change the external user’s opinion about their company (Cormier & Gordon, 2001).

Again, given that this study is in Nigeria where corporate responsibility reporting is voluntary, the legitimacy theory can explain the model for the study. Legitimacy theory according to Tilling (2004), offers  a  powerful  mechanism  for  understanding  voluntary  social  and  environmental  disclosures  made  by  corporations.

CHAPTER THREE

RESEARCH METHODOLOGY

3.1
Introduction
In this chapter, we would describe how the study was carried out.

3.2
Research design

Research design is a detailed outline of how an investigation took place. It entails how data is collected, the data collection tools used and the mode of analyzing data collected (Cooper & Schindler (2006). This study used a descriptive research design. Gill and Johnson (2002) state that a descriptive design looks at particular characteristics of a specific population of subjects, at a particular point in time or at different times for comparative purposes. The choice of a survey design for this study was deemed appropriate as Mugenda and Mugenda (2003) attest that it enables the researcher to determine the nature of prevailing conditions without manipulating the subjects.

An exploratory research design is used for this study. It is most appropriate for this study as it focuses on gaining insights and well-grounded information for investigation.
3.4
Sources of Data
The data for this study were generated from two main sources; Primary sources and secondary sources. The primary sources include questionnaire, interviews and observation. The secondary sources include journals, bulletins, textbooks and the internet.
3.5
 Population of the study

A study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description (Udoyen, 2019). The population of the study were all the 261 quoted companies on the Nigeria Stock Exchange (NSE).

3.6
Sample size determination

The sample utilized for this study consists of 100 companies randomly selected from the total population of 261 quoted companies on the Nigeria Stock Exchange (NSE), the sample size was chosen to represents to a large extent the population properties. 
3.8
 Instrumentation 

Secondary data used for this study were sourced from the annual reports of the companies in the sample for the year ending 2014. Data collected were analysed using percentages, t-test and OLS regression technique...

3.11
Method of Data Collection 
The data for this study was obtained through the use of questionnaires administered to the study participants. Observation was another method through which data was also collected as well as interview. Oral questioning and clarification was made.

3.12
Method of Data Analysis

Data collected were analysed using percentages, t-test and OLS regression technique.

The proxy for the dependent variable (CSRR) would be derived from the GRI index while the independent variable (Executive Compensation) is measured by the sum total of disclosed salary. These methods were chosen due to its ability to set a standard for comparison. Corporate social disclosure data collected from the annual reports (ARs) of the selected companies were coded according to the GRI index. Each company is then assigned a percentage based on their extent of disclosure according to the Global Reporting Initiative index.

Model Specification

The model for the research is developed to explain our dependent and independent variables while introducing a control variable of firm size which is described as the natural logarithm of total assets. Thus the model is given as;

CSRR=β0+ β1SDIR + β2FSIZE +µ

Where:

β0=Constant

β1= partial regression coefficient attached to the independent variable (SDIR)

β2= partial regression coefficient attached to the control variable Firm Size

CSRR= corporate social responsibility reporting

SDIR= Salaries of Directors (the proxy for Executive Compensation) measured by the sum total of disclosed Salary of Directors.

FSIZE= Firm Size measured by log of total assets

µ= Error term (unexplained variance)

3.13
Ethical consideration

The study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.

CHAPTER FOUR

RESULTS AND DISCUSSION

This chapter presents the regression results as well as their interpretation.

4.1 Data Definitions 
In analyzing the results obtained as regards to the validity of the variables used in terms of their statistical significance, decision making will be made based on the following criteria: 

1. Signs and magnitude of the parameter: The signs (+ or -) are the economic a priori condition set by economic theory and usually refers to sign and size of parameters of economic relationships. Thus they should conform to the a priori expectations sated in table 1 above. Parameters in the model are expected to have signs and sizes that conform to economic theory, if they do they are accepted, otherwise they are rejected. Unless there is an explanation to believe that in this instance the principles of economic theory do not hold. 

2. Coefficient of Determination (R2): This shows the percentage of the total variation of the dependent variable that can be explained by the independent variable(s). It shows the extent to which the independent variable(s) influences the dependent variable. It is a measure of the goodness of fit of the model; the closer the R2 is to zero the worse the fit. 

3. Adjusted Coefficient of Determination: Also the adjusted R2 is needed because it gives a better measure of the goodness of fit having been adjusted for loss of degree of freedom as more explanatory values are added. It lies between zero and one and the closer it is to one the better he goodness of fit. 

4. The t-test: It is used to determine the statistical significance of the parameters in the model. which will be tested at 1%, 5% and 10% levels of significance. The rule of thumb states that t≥2 is statistically significant. Any value below this is insignificant. 

5. F-statistic: It is meant to test the overall significance of the entire model as regards the dependent variable. It checks the joint variance of the explanatory variables. The level of significance to be used is 5%. Hence, if the probability is ≤ 0.05, the explanatory variables’ parameter estimates will be jointly statistically significant. Any value greater than 5% makes them jointly statistically insignificant. 

6. The Durbin-Watson Statistic: The D.W. test is used to test for the presence of positive or negative autocorrelation in a model. The simple correlation matrix of the variables would be used as a guide in determining what combinations of the explanatory variables are responsible for multi-colinearity. It is a simple guide used to specify the right combination of the explanatory variables. 

7. Standard Error: The standard error of estimates (SEE) will be used to measure the standard error of the stochastic term. If the standard error of the estimates is small relative to the mean value of the dependent variable, the model equation is preferred and vice versa.

4.2 Data Analysis
Table 4.1 presents the results of the descriptive statistics and the results are discussed thereafter

Table 4.1: Descriptive statistics of variables

	
	CSRR
	LOGEXE__COMP
	LOGF__SIZE

	 Mean

	 0.329420
	 17.38961
	 17.38298

	 Median
	 0.160000
	 17.66940
	 17.00889

	 Maximum
	 1.000000
	 20.64746
	 21.95402

	 Minimum
	 0.000000
	 10.44036
	 13.34944

	 Std. Dev.
	 0.240385
	 2.103823
	 2.195642

	 Skewness
	 1.321079
	-0.586741
	 0.483697

	 Kurtosis
	 3.910914
	 3.174708
	 2.179990

	 Jarque-Bera
	 22.45596
	 4.046802
	 4.623774

	 Probability
	 0.000013
	 0.132205
	 0.099074

	 Sum
	 22.73000
	 1199.883
	 1199.426

	 Sum Sq. Dev.
	 3.929377
	 300.9729
	 327.8175

	 Observations
	 69
	 69
	 69


Source: Field Survey, 2021
An examination of the descriptive statistics as presented in table 1 above shows an average CSR reporting index of 0.329420. The CSRR minimum and maximum numbers of 0.0000 and 1.0000 respectively, reveals that while some companies actively report on CSR activities in their financial statements, some companies do not report or at worse engage in CSR. Executive compensation on the other hand was on the average, N17.38billion while the minimum and maximum values were N10.44billion and N20.64billion for the period under review.

Table 4.2: Regression Result 

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob. value

	C
	0.336590
	0.274305
	1.227064
	0.2242

	LOGEXEC. COMP.
	-0.034754
	0.014044
	-2.474660
	0.0159

	LOGFIRM SIZE
	0.034354
	0.013457
	2.552998
	0.0130

	R-squared
	0.124365
	
	
	

	F-statistic
	4.686937
	Prob.(F-   statistic)
	0.012493
	

	Durbin-Watson Statistic
	1.964770
	
	
	


Source: Field Survey, 2016
4.3 Interpretation of Result:

Table 4.2 above shows that executive compensation shows a negative coefficient of -0.034754 and a p-value of 0.0159, which implies that executive compensation has negative effect on CSR reporting and statistically significant at the 5% level of significance. This means that a 1 percent increase in executive compensation will lead to 0.03 percent decrease in CSR reporting). Therefore, this leads us the rejection of the null hypothesis and the acceptance of the alternate hypothesis of a significant relationship between executive compensation and CSR reporting. The findings appear to be in tandem with the study of McGuire et. al. (2003), which finds no significant relationship between incentives and firm social performance. Berrone and Gomez-Mejia (2009a), and Mahoney and Thorn (2005) find evidence of a positive relationship. However, as Berrone and Gomez-Mejia (2008) note, too few studies have been conducted thus far to reach any clear conclusions. 

CHAPTER FIVE

CONCLUSION AND RECOMMENDATIONS
One approach to evaluating company’s corporate social responsibility behavior is to examine if they engage in social responsibility disclosure.  It is believed that when a company engages in corporate social reporting it presents a balanced reporting of its activities and impacts and provides a basis for stakeholders to evaluate its performance. However, CSR reporting is more towards the voluntary angle, as this implies that companies can choose what to disclose and may even decide not to. Using a combination of statistical and econometric techniques the study examined the influence of executive compensation on CSR reporting using quoted companies in Nigeria. The study finds that there is a negative significant impact of executive compensation (proxied by salary of directors) on corporate social responsibility disclosure. Following this result, the study concludes that corporate characteristics can determine the CSR reporting of companies. In this regard, the study recommends that there is the need for regulatory agencies in Nigeria to constantly develop and monitor CSR reporting framework to be adopted by companies domiciled in Nigeria.
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