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ABSTRACT 

Manufacturing is a crucial sector that contributes significantly to national economic growth, among 

other things. It has a wide range of operations, making it a vital development force. Despite these 

pivotal roles, its actions have also contributed to heart-wrenching difficulties that need to be addressed 

urgently in society in order to achieve its economic objectives. As a result, the study investigated the 

effect of social accounting on the financial performance of Nigeria's publicly traded manufacturing 

enterprises. Data from the Nigerian Stock Exchange was used in the study, which spans the years, 

2012 to 2019. Using panel data techniques, the data was analyzed. Social accountability has a 

significant and positive effect on the return on equity, according to the study. According to the 

findings, the study concluded that social accounting is the most widely used of the three pillars of 

sustainability (social, environmental and economic accounting) in the Nigerian manufacturing 

industry.  The study recommends that manufacturing companies should be more socially responsible 

by providing basic amenities to their local communities and people, as this will contribute to a long-

term boost in their financial success. 

Keywords: Social Responsibility, Social Contract, Financial Performance, Return on Equity. 

 

INTRODUCTION 

Almost every individual, business, and nation in the world aspires to be more productive (Nadeem et 

al., 2018). As a result, the performance of the country's manufacturing industry and its long-term 

viability have been at the forefront of most discussions among governments, academics, 

policymakers, economists, researchers, and the general public. 

The bottom line of these debates may or may not be related to the key role that industry plays in 

determining how well a country achieves its macroeconomic goals. According to Kenny (2019), the 

manufacturing sector is viewed as a particularly significant sector in an economy because of its ability 

to generate broad and efficient backward and forward connections among other sectors, whereas 

Kayode (2000) called the manufacturing sector as the engine room of any economy(Utile et al., 2017). 

The acceptance of shareholder happiness as the fundamental goal of the corporation, on the other 

hand, has caused the traditional economic business model to be reliant on making money, either 

through the payment of dividends from profits or through capital increase in share prices (Larrinaga-

Gonzale et al., 2002). As a result, additional stakeholders who bear the brunt of negative externality 

associated with the chain of activities involved in the process of converting input to output receive 

little or no attention. 

As a result, the majority of manufacturing firms in Nigeria are frequently challenged with societal 

concerns (Agbiogwu et al., 2016). This is due to host communities' dissatisfaction with basic social 

amenities such as good roads, electricity, safe drinking water, healthcare services, educational 

facilities, limited employment opportunities, and exploitation of workers whose quality of life is 

below subsistence, poor working conditions, and low pay. 
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Litigations, agitations, kidnappings, disturbances, killings, youth restiveness, violence, pervasive 

insecurity ravaging the land, and the unintended end of most manufacturing companies in Nigeria are 

some of the unintended consequences of not only governments but also most of these artificial 

persons' actions and inactions. Equally concerning are capitalist tendencies, which have resulted in a 

significant socioeconomic divide between the rich and the poor among Nigerians. Despite the fact that 

it has always existed and will continue to exist in some form or another, it has widened significantly 

in recent years. If left unchecked, this will result in unrealized human potential and a sustained decline 

in social mobility. The entire result is abject poverty. According to the World Poverty Clock (2020), 

40.1 percent of Nigerians live in extreme poverty, with 105 million people living on less than $1.90 

per day. 

In light of these circumstances, the study evaluated the effect of social accounting on the financial 

performance of Nigerian manufacturing firms.                                               

Theoretical Review 

The researcher used some of the following theoretical backbones to support and refute the study's 

conclusions. 

Stakeholders Theory 

Stakeholder theory explains why companies around the world report on their sustainability efforts 

(Hörisch et al., 2014). A stakeholder, according to Freeman (2010), is "any group or individual who 

can influence or is influenced by the achievement of an organization's objectives" (Freeman, 1984). 

Freeman (2010) included both internal and external parties that affect and are affected by the firm 

when defining stakeholder (Sarkis et al., 2010). Firms are frequently under pressure from outside 

parties to reduce negative consequences and boost favorable ones (Sarkis et al., 2010). Stakeholders 

are divided into three categories, according to Keynes (1936): 

a) Governments, suppliers, competitors, and customers are all external stakeholders. 

b) Boards of directors, employees, subsidiaries, and the parent firm are all internal stakeholders. 

c) All individuals or firms who invest in the firm's shares and other securities are referred to as 

shareholders. 

To grasp the core of stakeholder theory, Freeman (1994) posed two key questions: 1) What is the 

firm's principal goal? And 2) what is the management's stakeholder responsibility? The first question 

focuses on the value that businesses generate. The second question concerns management's 

interactions with stakeholders. 

Stakeholder theory is based on the idea that in order to thrive, businesses must manage their 

relationships with its stakeholders. According to Deegan and Blomquist (2006), stakeholder theory 

states that reporting on specific types of information can be utilized to attract or retain specific groups 

of stakeholders. If a powerful individual or organization is interested in a company's social or 

environmental efforts, for example, sharing information about those activities is necessary to attract or 

retain them. 

In fact, meeting the expectations of numerous stakeholders can be difficult for businesses. Investors 

are given more attention (Verbeeten et al., 2016), as they are the most important contributors to the 

firm's sustainability. When it comes to sustainability reporting, the issue is to take into account the 

needs of all stakeholders (shareholders, investors, employees, the community, and so on). The 

normative component of stakeholder theory backs this position. According to a normative theory, 

corporations must not just enhance stockholders' financial returns, but also take into account the needs 

of other stakeholders in order to achieve the best possible balance (Hasnas, 1998). Any company, in 

fact, has both explicit and implicit expenses. Attempting to reduce implicit costs by being socially 

irresponsible will almost likely result in additional explicit expenses. 

Managers must therefore meet the requirements of all stakeholders, not only investors and 

shareholders. As a result, sustainability reporting will meet the needs of stakeholders. Employees, for 

example, will work more successfully if they are satisfied; satisfied customers will buy more, and 

satisfied suppliers will offer discounts. 

Accountability Theory 

The principle of accountability is used to describe how government authority affects a company's 

behavior. As a result, government control based on political strategies and ambitions results in 

sustainability disclosure (Bramwell, 2011). The need to render an account or reckoning of those 

actions for which one is held responsible is defined as accountability (Gray et al., 1996). “People in 
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society have a right to be informed about some aspects of the corporation's operations,” says another 

definition of accountability (Deegan, 2000). 

In the context of sustainability, accountability can help stakeholders recognize how a company is held 

accountable for both its environmental and financial effect (Milne & Gray, 2007). This idea opposes 

voluntary sustainability reporting and advocates for obligatory reporting (Comyns et al., 2013; Gillet-

Monjarret, 2015; Simnett et al., 2009). The lack of mandated regulations related with sustainability 

reporting, according to Gray (2007), is considered as a hindrance to increasing the quality of that 

reporting. Firms will not take real accountability activities if sustainability reporting is a voluntary 

practice. Laws requiring sustainability reports are seen as a critical component in ensuring the 

disclosures' legitimacy and dependability. The absence of such legislation has an impact on 

stakeholders' confidence in the accuracy and transparency of the data disclosed ( Gillet-Monjarret, 

2015). A required law on sustainability reporting serves as a tool for improving information 

transparency and trustworthiness. According to Simnett et al. (2009), ensuring sustainability 

information boosts stakeholder confidence and trust in a company's commitment to sustainability 

disclosure. 

Legitimacy Theory 

A corporation chooses to share sustainability information to fulfill its social contract with society, 

according to legitimacy theory (Fernando & Lawrence, 2014). As a result, a company strives to retain 

or grow legitimacy by functioning in a way that meets societal norms and expectations. 

Firms should do the "right things" or avoid doing the "bad things" to gain legitimacy (Buhr, 1998). 

Legitimacy theory is based on the premise that a corporation's ability to exist in society is contingent 

on a social contract between the firm and its stakeholders (Deegan & Blomquist, 2006; Guthrie & 

Parker, 1989). The social contract is built on stakeholder expectations about how a company should 

run, both implicit and explicit. The “legal requirements” are the explicit stakeholder expectations for 

the social compact, while the “non-legislated societal expectations” are implicit. 

Prior to interacting with its stakeholders, it is critical for a company to identify its problems and create 

methods to remedy them. A company's legitimacy is earned at many levels. Firms can go through four 

stages of legitimacy, according to Tilling (2004): establishing, maintaining, extending, and defending. 

For management to report on social and environmental performance, establishing and maintaining 

business credibility is a key motivator. As a result, according to legitimacy theory, sustainability 

disclosure can aid in the establishment and maintenance of stakeholder expectations, resulting in 

improved financial outcomes. 

 

Conceptual Review 

Concept of Social Accounting 

The social duality of sustainable accounting, often called as "the People," is a facet of sustainability 

accounting that incorporates the cost a business incurs in connection with socially linked issues such 

as employee welfare packages, community involvement, and product/consumer related difficulties. 

Companies are part of society, thus the community expects them to improve healthcare initiatives, 

donate to charities, promote children's education, provide work conditions for the disabled, and 

engage in occupational qualification programs. Socially responsible activities are primarily focused 

on attempts to alleviate poverty, avoid human rights violations, and improve society's overall social 

well-being. 

Because business is a socio-economic activity that derives its input and employs resources from inside 

society, firms' goals should be equally focused on ensuring the welfare of society. From a business 

standpoint, social sustainability is about emphasizing the influence of the company on people and 

society. It's all about assessing potential harm, needs, and goals. It's also about making proactive and 

enthusiastic contributions to human development and well-being in the present and future. The least 

quantifiable aspect of sustainability, or the triple bottom line, is social sustainability. Human rights, 

fair labor standards, work hours, and health, safety, and wellness are all aspects of social sustainability 

inside the organization. Diversity, equity, work-life balance, and empowerment are some of the more 

intricate aspects. Community participation and charity, for example, are examples of social 

sustainability outside of the corporation. Product quality responsibility, including product 

performance, safety, and standards, reflects this as well. The social, economic, and environmental 

dimensions of sustainability are all intertwined. For example, the quality of one's employment 
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determines a big part of one's social stability. This can include how a firm treats them, how satisfying 

their employment is, and whether or not they make enough money to live comfortably. The 

environment has an impact on social stability as well. The physical environment in which we live and 

play is essential for both human and ecological health. Organizations have been required to account 

for and report on information on the discharge of their social duty due to changing environmental and 

social parameters. As a result of the clamor for social responsibility reporting and transparency, the 

scope of traditional accounting and reporting has widened. Because of the high degree of 

industrialization, which has produced affluence as well as challenges that need to be addressed in 

society, the concept of social accounting has acquired a lot of traction. Accounting has made attempts 

in contemporary times to extend into the assessment of the state of society and social programs, not 

necessarily for the satisfaction of any one group, but rather for the use of evaluative procedures in the 

allocation of resources to social wellbeing. 

A social company managed as a non-profit that earns money by providing possibilities for 

handicapped persons who have been deemed "unemployable" to earn a living by recycling is an 

example of an organization aiming a triple bottom line. 

The social benefit is the reduction in the society's welfare or disability costs, as well as the meaningful 

work of disadvantaged persons. The benefit to the environment comes from the recycling that is done. 

According to Adrian (2014), social impact encompasses everything that has an impact on a company's 

stakeholder relationships, from how much and how consistently suppliers are paid to how a product 

affects people's lives. From how tiny shareholders are handled to the effects of alcohol on health and 

communities, there is a lot to consider. According to the United Nations Global Compact, social 

sustainability should be a crucial aspect of any organization because it influences the quality of a 

company's stakeholder relationships. Social sustainability is a proactive approach to controlling and 

detecting the effects of a company's operations on employees, value chain workers, customers, and 

local communities. Companies that emphasize social sustainability understand the value of their 

interactions with people, communities, and society. As they analyze how their operations influence 

people, social responsibility becomes a part of their basic business plan. Doing business comes with a 

human cost. Selvi (2007) defined social accounting as a way of demonstrating the extent to which an 

organization is meeting its stated social and ethical goals. Wood and Sangster (2002) relate social 

accounting on how to report upon the application of social policies adopted by organization and upon 

how they have impacted upon the organization and the environment 

A socially responsible company will evaluate the safety of its employees in a given place. It will not 

jeopardize the safety of its employees by forcing them to work in a structure that has been judged 

unsafe. Social sustainability helps to reduce risk. Brand and product quality, as well as the company's 

image, are all threatened by poor social sustainability. If a crisis occurs or word reaches the media and 

consumers, outsourcing to production facilities with unsafe or bad working conditions can harm a 

multinational corporation's reputation. Similarly, failing to follow safety precautions to protect public 

health can cost food firms millions of dollars in product recalls by the government. A more secure 

supply chain is created through providing better working conditions, living wages, and job stability. 

Consumers demand items that are socially responsible. Consumers are better informed and more 

active than ever before. They are concerned about the impact of the things they purchase (either 

environmental or social). Consumers are prepared to pay more for products that are more ethical, 

therefore companies who are more transparent about their supply chains have enjoyed the rewards. 

Companies are now collaborating with social sustainability organizations to become more transparent, 

ethicalize their operations or supplier chains, and comprehend the human cost of doing business. 

The following are some of the most important advantages of social accounting: 

A company meets its social responsibilities and informs its employees, the government, and the 

general public in order for everyone to have an accurate perception of the reporting organization. 

Negative publicity and criticism from hostile media and volunteer social groups are common for non-

socially accountable enterprises. 

It aids in the design of appropriate policies and programs by management. 

In light of moral culture and environmental deterioration, an entity might use social accounting to 

demonstrate that it is socially and ethically responsible. 

An entity's social commitment is demonstrated through social accounting. 

It boosts staff morale and encourages them to be more productive. 
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It attracts and strengthens the trust of current and potential ethical investors. 

It aids the organization's financial flexibility. 

The impact of the organization's operations and activities on society as a whole is referred to as the 

social dimension. Labor practices and decent work, human rights, society, and product responsibility 

are the four primary parts of the social dimension (GRI, 2013). As a result, social accounting is based 

on the amount of money spent on social responsibility (amount spent on donations, charity and 

trainings). Kipruto has also validated this, in addition to NCCG 2018. (2014). A few of these are 

expressed in the following statement. 

Concept of Financial Performance 

Corporate financial performance can be defined as an organization's degree of performance at a 

specific point in time, as evaluated by overall profits and losses or asset utilization. The metrics of 

financial success of a company, according to Iliemena and Okolocha (2019), are as varied as the 

motivation for the measurement. One of the broadest metrics of financial performance is return on 

equity (ROE) (Buallay, 2019). The return on equity (ROE) is defined as the ratio of net income to 

total common equity, and it examines how a company gets more money from its equity. ROE has 

been utilized in a number of recent research to examine the relationship between sustainability 

reporting and financial success (Aouadi & Marsat, 2018; Zhao et al., 2018; Atan et al., 2018). 

Because of its certified reliability, as return on asset, return on equity, and earnings per share. 

This ratio is known as return on net worth, and it is the most commonly utilized ratio for calculating 

the return on an owner's investment. The rate of return on the stockholders' investment is measured by 

the ratio of net profit after taxes to common equity. Return on equity is a measure of how well a 

company's money performed over the course of a year. They also claim that ROE is the genuine 

bottom-line measure of profitability from an accounting standpoint. The return on equity (ROE) is a 

measure of profit on equity investment. A fundamental test of profitability is return on equity (also 

known as return on owners' investment). It connects income to the owners' investment in order to 

generate revenue. It illustrates the basic fact that when investors invest more money, they expect to 

gain greater money. It offers the most comprehensive framework for assessing business performance. 

Return on equity (ROE) is a metric that shows how much a company made for every naira invested by 

its stockholders. Firms with higher ROE are projected to have better stock values in the long run than 

firms with lower ROE, all other factors being equal. This ratio is used by managers, analysts, and 

creditors to evaluate the effectiveness of a company's overall business plan, including its operational, 

investing, and finance methods. The return on equity is calculated as follows: 

ROE = 
EquityrsShareholde

DividendFeferencetaxafterprofitNot Pr
 

The ratio measures the earning capability of a company's book investment and is typically used to 

compare two or more companies in the same industry. The overall shareholders' equity (net worth) 

less the preference shareholders' equity, or paid up common share capital plus share premium, 

reserves and surplus less accumulated losses, is the common shareholders' equity. This ratio 

demonstrates how effectively the corporation has utilized the owners' resources. In fact, one of the 

most essential ratio connections in ratio analysis is this one. The most ideal goal of business is to 

make an acceptable profit. The ratio of net profit to owners' equity demonstrates how well this goal 

has been met. This ratio is therefore of enormous importance to current and potential shareholders, as 

well as to management, which is responsible for optimizing the owners' welfare (Pandey, 1979). It 

demonstrates how operating efficiency (profit margin), asset utilization efficiency, and financial 

leverage all affect ROE. The Du Pont system is a financial analysis and planning tool that employs 

basic accounting principles to provide a knowledge of the factors that influence a company's return on 

investment (ROI). ROE can be broken down into individual income statement and balance sheet 

elements. A flow chart can be used to depict the decomposition of ROE. If ROE is poor, management 

can utilize a flowchart like this to identify countries where improvement is most likely. The Du Pont 

formula has long been used to assess a company's financial success, according to Banker et al (1993). 

They believe that the profitability ratio provides just a gross aggregate metric and does not easily 

capture the impact that micro-attributes of a company's operations have on profitability because of the 

way it is designed. The American Productivity Center (APC) explicitly disaggregated changes in a 
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company's profitability into two components, capturing changes in productivity and price recovery 

capabilities, in response to this difficulty. 

The usage of return on equity is justified because it is one of the most comprehensive metrics of 

financial performance (Buallay, 2019). Because of its audited reliability, many recent studies have 

utilized ROE to investigate the link between sustainability reporting and financial performance like 

return on asset, return on equity, and earnings per share. 

Empirical Review 
Nze et al. (2016) investigated the impact of CSR on earnings of publicly traded companies in Nigeria. 

Two companies from Nigeria's oil and gas industry were picked at random. A secondary data 

collection strategy was used by the researcher. It spanned a ten-year time frame. The data, which was 

analyzed using a standard regression analytical method, revealed that CSR had a positive and 

significant impact on the profits of the companies evaluated. 

Palmer (2012) also did a study in the United States on CSR and financial performance. CSR and 

corporate financial performance have a considerable positive link in both directions, according to the 

study, which looked at 333 enterprises out of 500 for five years (2001-2005). CSR leads to greater 

gross margin. 

The impact of sustainability accounting on the financial performance of listed industrial enterprises in 

Nigeria was studied by Nnamani et al. (2017). The study's companies came from the Nigerian 

brewing industry. The information was gathered from the financial statements of three companies that 

were chosen at random. The data was analyzed using standard linear regression. According to the 

findings, sustainability reporting has a favorable and considerable impact on the financial 

performance of the companies evaluated. According to the conclusions, firms in Nigeria should invest 

a reasonable portion of their earnings in sustainability activities, while professional accounting 

governing authorities should develop particular accounting templates to guide firms' reporting on 

sustainability activities. 

On the website, Juhmani (2004) investigates corporate social and environmental transparency. The 

focus of this research was on company and website information disclosure. According to the findings 

of the researcher's historical research methodology and secondary data survey, 57.57 percent of 

sampled publicly traded firms supplied social and environmental information in their 2012 annual 

reports and websites. 

Using a multiple-linear regression analysis tool, Yahya and Ghodratollah (2014) investigated the 

impact of CSR disclosure on financial performance of listed companies on the Tehran stock exchange. 

They identified inconsistency in the relationship between the predictor and criterion variables. The 

predictor and criterion variables were the CSRD and return on asset and return on equity, respectively. 

Onyekwelu and Ekwe (2014) investigated whether corporate social responsibility (CSR) predicts 

good financial performance in the Nigerian banking sector. To get the data for analysis, the study used 

historical research, expost factor design, and secondary data collection methods. The degree of 

commitment and quantity invested in CSR changes from bank to bank in Nigeria, according to 

findings from ordinary least square regression. According to the survey, Nigerian banks devote less 

than 10% of their annual profits to social responsibility. According to the study, corporations in 

Nigeria should prioritize CSR investment as a method for eliminating societal vices and reducing 

aggressive attacks on local businesses. 

In Nigeria, Olayinka and Temitope (2011) looked into the link between corporate social responsibility 

(CSR) and financial success. Return on asset and return on equity, community performance, employee 

relations, and environmental management system were among the variables investigated. CSR has a 

favorable and strong association with financial performance, according to the findings. 

Kipruto (2014) investigated the impact of corporate social responsibility on commercial banks' 

financial performance in Kenya. Net profits before taxes were obtained from audited statements of 

comprehensive income and used to assess financial performance. Because some commercial banks 

recognized CSR expenses as tax free while others did not, net profits before taxes was chosen for 

consistency. Loans to clients (save to other banks and corporations), investment in treasury bonds and 

government securities, investment in shares for trading purposes, and investment in subsidiaries were 

all taken into account when calculating investments. The amount of money spent on social activities 

was used to measure CSR investment. Commercial banks' audited financial statements, websites, 

publications, and annual reports were used to compile the data. Commercial institutions that did not 
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engage in CSR activities or did not keep CSR data were omitted from the study. For this study, 

secondary data from 2009 to 2013 was used. The study looked for a linear association between 

financial performance and corporate social responsibility using a descriptive research design. To 

examine the impact of corporate social responsibility on financial success, the researchers employed 

multiple regression analysis and secondary data from the previous five years. In the multi linear 

regression, financial performance was the dependent variable, while corporate social responsibility 

and investments were the independent factors. According to the study, not all commercial banks 

register their CSR activities. Only eight of the 44 commercial banks investigated provided the 

essential and complete data for the research. According to the findings of the study, social expenses 

have an impact on the financial performance of Kenyan commercial banks. 

Onyekwelu and Uche (2014) conducted research on Corporate Social Accounting and Information 

Disclosure Enhancement among Nigerian Firms. The overall goal of this research was to see if 

include social accounting information in financial statements would considerably improve 

information disclosure. They employed a survey research approach and used both primary and 

secondary data. The Taro Yamane algorithm was used to select 108 people from a total population of 

148. The chi square test was used to test the study hypothesis (X2). Findings show that including and 

presenting social costs incurred by organizations separately in financial statements will improve 

information disclosure. 

 

METHODOLOGY 

Because the researcher had no direct control over the variables of investigation because their 

manifestations have already occurred, the researcher used an ex-post factor design technique. The 

study's population consists of all publicly traded manufacturing companies on the Nigerian Stock 

Exchange. Based on the availability of social accounting data for the previous eight years, a sample 

size of ten (10) listed manufacturing businesses on the Nigerian Stock Exchange was arbitrarily 

selected (2012-2019). Panel data approach with EViews 0.10 was utilized as the statistical instrument 

for the investigation. On the one hand, social accountability will be quantified using social 

responsibility spending; on the other hand, financial performance will be examined using the criterion 

variable of return on equity created from the financial statements of the study companies. The 

sustainability reporting template of the Nigerian Code of Corporate Governance by FRCN(2018) 

supported by SEC informed the choice of these measures. The principle of "apply and explain," also 

known as "principle based," guiding IFRS and the sustainability reporting template of the Nigerian 

Code of Corporate Governance by FRCN (2018). 

Table 1: Variables and Measurement 

 

Model Estimation 
With respect to the study variables, the following representations or denotations were constructed 

Social accountability (SoA), and Return on Equity (ROE). 

The researcher began by stating the functional relationship between the explanatory and response 

variables, which was as follows: 

ROE=f(SoA)………………………………………………………...1 

Because it lacks an error term and a constant, the given model is incomplete. To circumvent this, the 

researcher uses a regression model to rewrite the aforementioned equations in econometric terms. The 

regression model is thus stated as: Yit = α0 + β1xit + µit. Where: yit is the criterion variable, α is 

Constant term for the criterion variable and µ the random disturbance term. Xit are the predictor 

variables with β as the regression coefficients for the independent variables. 

S/N Variable Denotation Measurement 

i Return on equity ROE 

EquityrsShareholde

DividendFeferencetaxafterprofitNot Pr
 

2 Societal accountability SoA Expenditure on social responsibility 
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This study operationalizes the variables as follows in order to improve the model based on the nature 

of the data: 

ROEit=α0+β1SoAit+µit................................................................................................................2 

Where: yit is the criterion variable, αis Constant term for the criterion variable and µ the random 

disturbance term. Xit are the predictor variables with βas the regression coefficients for the 

independent variable 

The Cobb-Douglas Production Function, written as follows, is the theoretical model that underpins 

this model specification: 

Y=A*Lβ*Kα 

Where: 

Y is the total amount of items produced or output. 

A is the total factor productivity, which is a positive constant or change in output caused by factors 

other than the major ones. 

K is the capital input, which reveals how much money was spent on the project. 

α is capital's output elasticity. 

β is the flexibility of labor output. 

Apriori Expectation 

The apriori expectations for this study are projected as follows:β1,>0(i.e. in each of the models), which 

means that:β1>0: implies that social accountability is expected to have a positive and significant effect 

on ROE. 

 

RESULTS AND DISCUSSION OF FINDINGS 

This chapter focuses on the display of data, as well as the analysis and discussion of findings. As 

previously stated, the study used panel data analysis methodologies to assess the impact of sustainable 

accounting standards on the financial performance of listed manufacturing companies in Nigeria. 

Unit Root Test for Stationary Using Augmented Dickey Fuller 

The unit root tests with Augmented Dickey Fuller are used to validate that the data is stationary, as 

illustrated in the visual findings above. The following are the outcomes: 

Table 2:  Unit Root Test Results Presentation 

Variables P-Value  Unit ROOT At ADF Result Decision Remarks 

ROE  0.0000 Level form -9.26359 Reject Stationary 

SoA  0.0000 Level form -4693.58 Reject Stationary 

  

The null hypothesis in this test is that the series has a unit root. According to table 2, We reject the 

null hypothesis for ROE because the P-value of 0.000 with an ADF result of -9.26359 is less than 

0.05. In other words, at level form, ROE remains constant. Because the P-value of 0.000 with an ADF 

result of -4693.58 is less than 0.05, the null hypothesis is rejected for SoA. SoA is stationary at the 

level form. . 

Descriptive Analysis and Preliminary Tests 

SoA has a mean of 34953116 Naira, a median of 4118284 Naira, and a standard deviation of 

69723603 for the measures of central tendency in table 2. The mean of ROE is 15, 62975, the median 

is 12, 75000, and the standard deviation is 12.65471. Kurtosis is a measure of the peakness and 

flatness of a series' distribution that is used to determine normality. A normal distribution is indicated 

by a kurtosis of three (mesokurtic). Positive kurtosis (peak curve) implies that the values are greater 

than the mean of the variable (leptokurtic). While a negative kurtosis (flat curve) suggests that there 

are lower values than the variable mean, a positive kurtosis (curve) shows that there are higher values 

than the variable mean (platykurtic.). The positive Kurtosis of ROE is 4.407. It's called Leptokurtic. 

SoA has a 12.8 positive Kurtosis. It's called Leptokurtic. 

The asymmetry of the series is measured by skewness. The distribution of normal skewness has a 0 

skew and is symmetric around its mean. The distribution has a long right tail when it has a positive 

skewness, indicating that there are more values than the sample mean. A negative skewness indicates 

that the distribution has a lengthy left tail, indicating that there are values lower than the sample 

mean.The positive skewness of ROE is 1.2908. This shows that the distribution is positive. The 

positive skewness of SoA is 3.005. The positive skewness of ROE is 1.290875. The skewness and 
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kurtosis of the series are compared to those of the normal distribution in the Jarque Bera test. Jarque 

Bera's null hypothesis states that the distribution is normal. We reject the null hypotheses with a 

Jarque Bera value of 422.613 for SoA and a p-value of 0.000. This indicates that SoA is not 

distributed normally. Jargue Bera's return on investment (ROE) is 28.46508 with a p-value of 

0.00001. The null hypothesis is rejected since the p-value is less than 0.05. This suggests that the ROE 

isn't distributed evenly. 
Table 3:  Descriptive Statistics Result 

 SOA ROE 

 Mean  34953116  15.62975 

 Median  4118284.  12.75000 

 Maximum  3.81E+08  58.02000 

 Minimum  0.000000  0.940000 

 Std. Dev.  69723603  12.65471 

 Skewness  3.005014  1.290875 

 Kurtosis  12.60564  4.407900 

 Jarque-Bera  422.6130  28.46508 

 Probability  0.000000  0.000001 

 Sum  2.76E+09  1234.750 

 Sum Sq. Dev.  3.79E+17  12491.04 

 Observations  79  79 

 

Test of Hypothesis  

Ho1:  Social accounting does not have any significant effect on financial performance of quoted 

manufacturing firms in Nigeria 

The Random Effect Model was shown to be the most appropriate after hypothesis testing utilizing the 

Fixed Effect Model, Random Effect Model, and Pooled OLS, as well as the Hausman and Wald tests. 

Table 4: Random Effect Model When ROE is the Dependent Variable and SoA is the 

Independent Variable 
Dependent Variable: ROE   

Method: Panel EGLS (Cross-section random effects) 

Date: 07/27/21   Time: 02:19   

Sample (adjusted): 2013 2019   

Periods included: 7   

Cross-sections included: 10   

Total panel (unbalanced) observations: 68  

Swamy and Arora estimator of component variances 

 

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 11.64655 2.315445 5.029942 0.0000 

SOA 4.73E-08 2.05E-08 2.308993 0.0242 

     
      Effects Specification   

   S.D.   Rho   

     
     Cross-section random 5.639358 0.2871 

Idiosyncratic random 8.885970 0.7129 

     
      Weighted Statistics   

     
     R-squared 0.099689     Mean dependent var 7.098890 

Adjusted R-squared 0.057487     S.D. dependent var 8.963309 

S.E. of regression 8.685587     Sum squared resid 4828.123 

F-statistic 2.362181     Durbin-Watson stat 1.021491 

Prob(F-statistic) 0.079508    

     
      Unweight Statistics   

     
     R-squared 0.143349     Mean dependent var 13.69882 

Sum squared resid 6163.947     Durbin-Watson stat 0.800118 
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SoA has a coefficient of 4.7x10-8 and a p-value of 0.0242. This means that SoA has a significant 

effect on the ROE. 

The R-Square value which determines the fitness of the model is 0.0996 (9.9%). This implies that the 

independent variables has 9.9% effect on the dependent variable. 

 

DISCUSSION OF FINDINGS 

The impact of social accounting on the financial performance of Nigerian listed industrial companies 

was investigated in this study. Social, environmental, and economic accountability are predictor 

variables, while return on assets, return on equity, and earnings per share are criterion variables. Using 

panel data analysis methodologies, the study analyzes and discusses the findings of the hypothesis 

formulated in a systematic and logical manner. 

Table 4.15 shows the results of the second model, which shows that social responsibility has a 

coefficient of 4.7x10-8 and a p-value of 0.0242. The null hypothesis would be rejected because the p-

value is less than 0.05. This suggests that social accountability has a major impact on the return on 

equity of Nigeria's publicly traded manufacturing firms. This is in line with Kipruto (2014), who 

investigated the impact of corporate social responsibility on commercial bank financial performance 

in Kenya and discovered that social activity expenses have a considerable impact on financial 

performance. Palmer (2012) did a similar study in the United States on CSR and financial 

performance. The study, which looked at 333 out of 500 companies for five years (2001-2005), 

discovered that CSR leads to higher gross margins. 

 

CONCLUDING REMARKS 

In light of the findings of this study, which demonstrated that social accounting had a statistically 

positive effect on the financial performance of manufacturing enterprises in Nigeria. 

According to the findings, social accounting is used in the Nigerian manufacturing sector, but it is still 

in its infancy and so has little impact on company financial performance. This explains why the 

manufacturing sector, which is recognized to be crucial to global economic growth and development, 

is malfunctioning in Nigeria, with negative effects for society. Because their interaction with society 

has social implications, the study recommended that companies in the Nigerian manufacturing sector 

be more socially accountable by providing basic amenities such as good roads, electricity, drinking 

water, health care, education, and job opportunities to their community of place and persons. This will 

assist them in achieving a return on investment. 
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