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Abstract

The objective of this paper is to investigate the relationship between Corporate Social
Responsibility (CSR) levels and the financial performance of Top 100 firms in Mauritius post
the implementation of the mandatory CSR levy in 2009. Both qualitative and quantitative
assessment of disclosures in the annual reports of the top 100 companies for the period
2010-2014. A CSR index based on Carroll’s (1979) CSR pyramid was constructed which was
used to rate their CSR disclosure levels as per the five dimensions; economic, legal, ethical,
environmental and social responsibility. The scores computed were then regressed against the
profitability levels to depict any correlation between the variables. The study revealed mixed
results for the responsibility levels and financial performance. A positive relationship was
noted in case of economic responsibility, negative relationship for legal and ethical
responsibility while the social, environmental and responsibility levels generated an
insignificant relationship with the profitability level of the top 100 firms.
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1. Introduction

The last 20 years has witnessed a metamorphosis in the way that businesses in emerging
economies have moved away from conventional reporting to a more holistic triple bottom
line approach (Samy, Halabi, Khan, 2009). Several studies have investigated the voluntary
social reporting practices of businesses in developing countries (Soobaroyen, 2008; Ojo,
2015; Gokulsing, 2011) ranging from CSR impact on factors like human rights and
employees’ behavior to the impact on the economy as a whole. Soelen (2015) studied the
impact of CSR on risk while Ojo (2015) analysed its relationship with FDI. Other studies by
Jamali (2015) investigated CSR activities by SMEs and Guiliani (2014) the relationship
between CSR and human rights advocacy. In a similar vein, extant scholarship has also
examined the relationship between CSR reporting and financial performance in diverse
emerging countries like Bangladesh, Malaysia, Sri Lanka and others (see, for example, Aras
et al. 2010; Khasharmeh & Suwaidan, 2010; Islam & Deegan, 2008; and Ratanajoinkol et al.,
2006).

In Mauritius, the CSR law was established in 2009 whereby profitable companies have to
contribute 2% of their profit to social and environmental activities. This emerging practice
has also given firms the opportunity to be more responsible and hence more accountable to
different stakeholders. In this respect, Mahadeo, Oogarah-Hanuman and Soobaroyen (2011)
has used content analysis to measure CSR reporting levels of listed companies and their
motivations for such disclosures, Ntim and Soobaroyen, 2013; Khan, 2010 assessed the
determinants of CSR disclosures and Soobaroyen and Mahadeo 2016 studied the changes in
community disclosures. Extant literature on the CSR context in Mauritius has primarily
focused on the CSR disclosures. This paper puts forward an assessment of the impact of the
CSR level on the financial performance of the top 100 firms in Mauritius 5 years post the
enactment of the CSR levy. The objective of this study is to assess how the reporting and
hence the corporate social disclosures affect the financial performance of those companies
compelled to carry out CSR. The use of qualitative data from the financial statements,
director’s report, corporate governance report and CSR report have been utilized for the
purpose of this research. The following research question entails from the above.
‘Investigating the CSR dimensions impact on the financial performance (thereafter FP) of the
Top 100 companies in Mauritius’.

This paper addresses an introduction showing the importance of this topic and the problem in
the area of study, literature review against which this paper is anchored, methodology
adopted, data analysis, discussion and conclusion.

2. Literature Review

Over the past few decades, there has been increasing societal pressures for businesses for
greater transparency and accountability. In order to legitimize their corporate behavior and
meet stakeholders’s demands, there has been a movement away from traditional corporate
reporting of to that of a more inclusive triple bottom approach (Soelen,2015; 0jo,2015;
Giuliani, 2014; Ramdhony & Oogarah, 2012; Gokulsing, 2011; Soobaroyen, 2011; Islam &
Deegan,2008 and Gao& Zhang, 2006). Several theories have been developed by Visser
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(2008), Elkington (1997) and Carroll (1991) to highlight the drivers of CSR reporting by
companies. Visser (2011) identified the drivers of CSR in emerging economies to be
principles of value creation, good governance, societal contribution and environmental
integrity. The principle value creation refers to economic development in the form of
investments in capital (financial, social, human and natural), sustainable and responsible
goods and services and inclusive business activities like the emphasis on bottom of the
pyramid markets. The principle good governance refers to responsible activities in the form
of leadership or strategic commitment to sustainability, transparency and ethical business
practices like the prevention of bribes and corruption.

2.1 Dimensions of Corporate Reporting Practices

Economic Responsibility: The economic responsibility of businesses is to report primarily to
its shareholders as supported by the Milton Friedman Theory (1970). The firms should
disclose information that will help to maximize their shareholder value by acting within laws
and with their mission to bring along a long term competitive advantage. The economic
responsibility to report reflects the need for financial reporting to shareholders. Firms make
use of IASB framework to report their financial statements.

Legal Responsibility: Firms have the obligation to report as they are required to do so by laws
and regulations (Aguilera, Rupp, Williams, & Ganapathi, (2007). The stance for law and
regulations is present due to the profit maximizing behavior of businesses and thereby
violating laws to enhance their own interests, thus the government or international
organizations need to intervene to manage corporate behavior (Hess (2010) & Yam (2011).
The Government is seen as the main driver for firms to carry out their legal responsibility.

Ethical Responsibility: Businesses as a corporate citizen should take the right decisions that
will contribute towards the enhancement of the society (Garriga, (2004). Svensson and Wood
(2009) have found that Ethical behavior is an ever-changing process according to time and
culture. They further classified ethical behavior of managers in terms of Deontological (right
or wrong) and Teological (impact on others). Business ethics is often related to the Board and
Management as they are the ones responsible for good practice in the organization. This
thereby gives rise to the concept of Corporate Governance. Corporate Governance is the way
a company is directed and controlled. The Board is responsible for implementing proper
standard behaviors and is accountable to the stakeholders. The Board has to abide by IASB
principles while being accountable to their shareholder, that’s why they have an audit
committee, remuneration committee and all necessary disclosures.

Social Responsibility: The social Responsibility also emanates from the Social Contract
Theory which was developed to assist managers in decision making with the social
expectation in mind (Donaldson and Dunfee 1999). Sethi (1975) defined this dimension on a
three states schema based on: (1) social obligations, (2) social responsibility and (3) social
responsiveness. Davis (1960) stated that any organization has power and thus has an impact
on the society but if it isn’t responsible, it loses this power. The social responsibility can
include Community Economic Development, a process through which firms can connect with
the local communities to bring value added in terms of skills, education, health, housing and
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the environment (Centre for Community Enterprise 2008). This also gives rise to
Business-NGO partnerships. 1SO 26000 published in 2010, is not regarded as a certification
standard as no requirement is included. It offers guidance on socially responsible behavior
and possible actions and will only be used voluntarily to guide corporate social performance
(1SO 2009).

Environmental Responsibility: Another dimension of the Triple Bottom line theory was the
environment responsibility of businesses. Corporate activities have an impact on the
environment and the repercussions usually tend to be adverse in the form of pollution, wastes,
carbon emission and bio diversity. For this reason, it is important the businesses become more
conscious of their environmental responsibility. It is also a win-win game as having more
efficient input with less pollution and wastes results as less costs being incurred (Udin,Riad
& Kazi,(2008). Sustainability efforts are based on a single principle: to minimize the
environmental footprint of a corporation’s operations and maximize sustainability. The
emerging practice in recent years has been the introduction of the 1ISO 14000 standard. It has
a three-section environmental management system which covers initial planning,
implementation and objective assessment.

2.2 Research studies on CSR reporting in Mauritius

Existing literature investigating the CSR disclosures of businesses in Mauritius has focused
on different streamlines such as the motivations for CSR reporting, how the disclosures have
changed over time or what are the views of stakeholders on CSR disclosure and
activities.Gokulsing (2011)examined the rationale behind CSR activities in Mauritius and
also how the programmes were contributing to the business objectives.The latter conducted
interviews of different stakeholders to capture their views on CSR activities. Mahadeo,
Soobaroyen and Oogarah (2011) studied the social and environmental disclosures of listed
companies for the period 2004-2007 prior to the enactment of the law. They found a
significant increase in volume and quality of disclosures in annual reports. Ramdhony and
Oogarah (2012) investigated the motivations for CSR reporting by Mauritian companies and
also proposed solutions to improve their reporting. They found out that the principle driver of
CSR reporting is reputation management followed by compliance with the code of Corporate
Governance. A more recent study by Soobaroyen and Mahadeo (2016) investigated changes
in community disclosures of listed companies for a time period 2004-2010 and found that the
disclosures were not due to international pressures but rather due to local tensions and
expectations. Ramdhony ,Padachi and Giroffle (2010) examined the perspectives on
Sustainability reporting and found that on company’s behalf there are major obstacles such as
time, reporting costs and measuring instruments of environmental activities. Ramdhony
(2011) examined corporate reporting of local banks in Mauritius and found that bank with
more visibility provide more CSR information which is in conformity with legitimacy
theory.While the aforementioned research have primarily focused on the corporate social
disclosures but from different perspectives and time span. First, we have extended the period
of analysis post the implementation of the CSR levy in Mauritius to gauge the its impact on
the level of disclosures categorized according to the five CSR dimensions and also on the
performance of businesses.

121 http://ber.macrothink.org



ISSN 2162-4860

2018, Vol. 8, No. 3

Business and Economic Research

Macrothink
Institute ™

AN

U0 2amisod Epunol  JUSIULIOILAUY (g 00 TSI EDSLIY )
PUE Amqenyord L quop 21 1521 UL PUE W2isAs Sumpod g Mty 10] SISEQ 21 SE saumepmy Sumprodag TEI20G B J00TY (] “FHIIHIPAT]
dnjsuone[s] 2anEog AMQEMERENS ([90D) £, 2anenmy Stmioday [EqoD Pasn SIOINE 31 TESNRT UE 4 “UN0T JI3eIang
"£1500 ATESS203ULM SULLMOUT 312 S2TUE L0 D JEL PUTLOJ [EL20g
dnjsuonepzg saneSap] puE sy uezsdomy (] [ JO pa1sisuod a[diIes a1 pue (Jgr() Xopu] AN[IqEUWIEISNS SaU0L 0] 210 oSl “JUsimomanyg (Lo0T)r e 12 zado]
JUSLILOTLATIY
oy 2 jo ped 1olew a1z aafopdius puE JMUOWOI3 JEL[) OS[E PUE WONE[RI 2amisod E paprjouod “EYUE] TEDOg
dnjsuoney sanisog g U same duod SUmmoEInuE palaa[as Jo S52000S 21 U0 Y5 Jo dujsuoneR: puE joedun s patojdxy MO0 (0007 2ySursemeIyIT
-ASo[oumoal {007 “WOS[IAN W SEINT]
dnjsuonefg aanesap] PUE Janip Em_wﬁnm.ﬁoum MBI T SUNS2ATT AQ 1502 3SE3II AR 25211 5 dnjsuone[a1aanefau Epumnod  JUsWUomanyg  $7 007 ‘URYUISEIEN 3 3JNOdS
AM[EA J@NIEW SMsEaI ySnony JJ a1 2aocrdun amsopostp nap pue s1oe loxd {op07) 212 L pue (5007) umeg
dmpsuon ey 2anisod u2aIE wuauzEesus 21 1Byl punog A SI{qEUEA 0A) 3satiuramiaq dupsuonert samsod Epumo  JUSIULIOILAUY H{1007) uago) 3 Jewoy
dnysuoneEy o aoUETOoyIa d [ETOWEN U0 120 EdUI [EONaT E SEY S JEL 2PTOW0D Ewog  (po07) 125215 pUE SWIETIIIAL ITY
dnpsuonef=y 2aneSap] spooS [E1205 MEWE 03 Sio1d Jo Wop2al] 20UUIEs 0] 2AEY J§ ) Stmonoeld stwing 1 JEL] sanSIE [E120g (g007) Y129
4o loedn {1007) Uosiapuaf pue
dojsuonefyf 2aneSasp]  ISIRAPE 2AEL[PUE Stmumsuod sum stjusw=EeSus ons 181 Sunels sjqusuodsar AfEnos SuaqismeSe saof [E120g (666T) UEZZEAY PUE [ A4
(066 1) mnao[s “ Ay Wof
drjsuoney sansog S3NIANDE [E10s w SwSefus suuny Suowre wownuod ssa] st Axjdno{ueq s1ELY) YSU[EIDUELL JE] PUNoy [EDOg PUE PUOTIMER STUTY 305
SN[EA WU PUE SI012300p Juapuadapn (666T)
dnjsuoneREy o Uzam1aq UOTEII0SSE JUISIFU0D OU PUNOY PUE {§4] UL SI PalS WEMEDSMY (g [-dol 210 paleSnsaamn [Eanpy uopapdels pue auaame]
e Elg Stmroday (s007) swosaag pue (rp07)
dnjsuoney 2aneSap]  [EIOWELL] 3Uf PUE 331MULHOD JIPTLE *SI10]0300p Juapuadapu] 21 Usa4)3q UONER0SSE 2anefau & pumoy L3y [Eanpy e 32 Boqqy “(7o0g) ety
{£107) seqqv ¥
dmjsuon ey aanisod 4 puE souemizaon 1e10dion usesmlaq dopsuoner samsod punog Asy [eonpg bruey Totoz) e 10 saspusyg
‘uonejuzz]din 1213 € s1E2A sanp jusnbasqns a1 wn AyMqelgord ussiom
dnjsuonepg saneSap] pumof pue ssmedimod Summosenued ysmeds ¢/ U0 (0§ OS] J0 o ENIaa]dI 31]] paUliEXs A31[] [ES=T (L00T) Muai0T pue EIs07)
“I2 AOTIMN] 13]13q PUE £1500 SSE3108D YENOIM]] 51355 E W0 WM M1} 2a01di (00D 19
dnjsuonesy sansog uwed semeduwos Aq pandde suonEsynI=: OS] 1B PUNOY seMEdIoD g £/ £ U0 APTIS E Palonpuod AL [Eg=a7 PUE Y2510 ‘SNUOTY ‘Wagao)
“3IEYS J2qIELI SIS ESIDUI PUE $183IELI A3l U 3Miza “Alanonpord 1a3aq yEnonp JJ saordin {(0p07) “TE 312 39
dojsuonesyf saniso U Jusmwdo[a Asp PUE Y2IE3521 PUE UOTIEAOULN $553561d pue 1onp o1d I jUaUIns2 AT 1B} PUNOY APTUS M1 MO0 HopD) ‘Aemery P aa3d0g
"dd PUE PUSPLAID Taamlaq
dnjsuoneryg op dmjsuon e[ U pumof 1824 1 pouad e 107 1521 Ayqesne 128ueis Swsn gof JWS Wo SEM APTIS Mat] amuouodq  (FOO7) 1250y 3 Lieas) ‘orsae g
“AEs aamsod € Ul SEUIITES 3NN 510317 E (9007) Aoqypnprony
dmpsuonefy 2anisod pred puzprarp juims ysny1e Sunels noled pUsplA] pUE J4 uaealaq dojsuonel=: e punof L3y IMUOTOIT PuE{fQQ7) SSIUSYPUOILIY
AMONN Apmg WOTSHATL] JE2A PUE SIOIPNY

http://ber.macrothink.org

122



ISSN 2162-4860

\ MacrOthi“k Business and Economic Research
A Institute ™ 2018, Vol. 8, No. 3

2.3 Mauritian CSR Law

The CSR levy transcends from a research conducted by Deloitte in 2008 to assess the CSR
practices amongst Top 100 Companies 2006, SMEs and multinational firms. The motive of
this research was to reinforce the NGO sector. The research found that the philanthropic
tradition was prevalent in local firms and they also engaged in CSR activities since the last
two decades. Furthermore, the report highlighted that although CSR practice dates back
atleast 20 years, only 22 percent of businesses have a formal CSR policy.

The new mandatory CSR levy was enacted on 1% July 2009 stipulating that all profitable
registered businesses should contribute 2% of their annual book profits to CSR activities.
Though prior to this new legislation, Mauritian companies were already engaged in CSR
activities and were also reporting on a voluntary basis. The code of corporate governance
issued in 2004 required all companies to comply with the regulation to report on policies and
practices in relation to social, ethical, safety, health and environmental issues (NCCG). Thus,
with the new CSR law, the companies have a legal obligation to maintain a CSR fund that
contributes to social and environmental development of the country. The NCSR has published
a list of approved programmes that qualify for financing through a CSR Fund. According to
Income Tax section 2 (50L), A company shall submit as an annex to its return of income a
statement showing the amount of CSR spent and the details of CSR projects implemented by
the company.

The amount to be contributed is calculated as follows:

2*b
00 12

where ' b' is the book profit derived by the company in the year forming the basis for the year
of assessment ending on 30 June2010.

Note: Book profit means the profit computed in accordance with International Financial
Reporting Standards, after Income Tax and as reduced (increased) by profit(loss) on disposal
or revaluation of fixed assets.

' n'is the number of months starting on 1 July 2009 to the end of the accounting year of the
company forming the basis for the year of assessment ending 31December2010.

2.3.1 Environmental and Social Background in Mauritius

Mauritius, being the paradise island for tourist attraction is not lagging behind to preserve its
nature and to curb the problems of climate change, extreme weather events, ozone depletion,
energy crisis, exhausted natural resources, pollution, loss of biodiversity, threat to food
security and shrinking fish stocks.Established in 2000, the Police de I’Environnement
provides assistance to the Director of Environment. From a social perspective, Mauritius has
free education up to university level for all its citizens, free transportation for school children,
the disabled and old aged persons, free health services and a free non- contributory old age
pension for those above the age of sixty. There are also allowances to the widows, orphans,
disabled, unemployed heads of low income households and destitute families with
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dependants. The National synthesis report for Rio Summit (2012), states that the Mauritian
Government has been investing in its human capital over the years. In that respect Mauritius
spends about 50% of its budget in comprehensive welfare system.

3. Research Methodology

This research uses content analysis to measure the responsibilities of firms as captured by the
social and environmental disclosures.It is a technique most commonly used to quantify
disclosures where no measure of responsibilities exists( Soobaroyen 2016; Dumay 2015 and
Gao 2011) .The annual reports of top 100 companies were used to carry out a content analysis
(Unerman, 2000; Wolfe, 1991). There are two approaches to content analysis namely
Vourvachis (2007); Index studies and volumetric studies. Index studies involve verify the
presence or absence of certain information. In this research, the Index Studies has been used
attributing a score of 1 if the information is present and otherwise a score of 0. Furthermore,
context studies have been applied which involves looking at the meaning of the word in the
sentence, the whole paragraph or speech (Krippendorff, 2004).

3.1 Data Collection

For the purpose of this research the annual reports of the top 100 companies (list published by
La Sentinelle Business Magazine Edition 2015) in Mauritius for the time period 2010 to 2014
were analysed. The top 100 companies were then classified across sectors to measure their
respective responsibility levels. Although, companies provide various source of information
like press, newsletters, standalone CSR reporting, website information, the annual reports
remained the most reliable source of data (see Soobaroyen et al 2016; Soobaroyen 2013;
Campbell, Moore, & Shrives, 2006; and Islam &Deegan, 2008).In Mauritius, the annual
reports are publicly available with the registrar of companies and these reports can contain
information both of voluntary and regulated type. Annual reports comprise of financial
statements, corporate governance report and CSR disclosures. However, the governance code
does not impede on companies to follow guidelines in reporting their social or environmental
engagements. The only legal requirement regarding CSR is that companies must disclose the
total amount of charitable donations.

The content analysis in this research has been executed in different stages.

1. First of all, a metrics of indices was constructed from existing global frameworks and
other studies. This checklist had to be constructed since there is no organization to rate
Mauritian companies on their responsibility levels.

2. The chairperson section, the corporate governance section, the auditor’s responsibility
statement, the financial statements and the CSR section were examined in the Annual
reports. The next stage was to calculate the responsibility index.

3. In this study, the unweighted index approach is adopted (Haniffa and cook ,2002; Saleh
et al, 2011 and ;Rouf, 2011)) to measure the disclosures as a dichotomous variable i.e if
the companies disclose items as per the checklist, a score of 1 will be given or otherwise
a score of 0 will be provided (Guijrati, 2009).
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3.2 Regression Model

Regression analysis was also used to depict any relationship between responsibility levels and
the financial performance of the Top 100 companies for the period under consideration.A
cross sectional data analysis was performed with financial performance as the dependent
variable, each dimension of responsibility level as independent variable and company size,
leverage and age as control variables. The regression model used is as follows:

Y (net profit before tax )= So+ B1 Eco + B2 Legal + B3 Ethics + g4 Social + 5 Env+
Po0verall CSR + 7 size+/8 leverage+ /9 age+ ¢

Bo = intercept

Eco = Economic Responsibility score
Legal= Legal Responsibility score
Ethics= Ethical Responsibility score
Social=Social Responsibility score

Env= Environmental Responsibility score
3.3 Hypotheses

The hypotheses of this study are based on the relationship between responsibilities of a firm
and its financial performance. Studies have shown that the relationship between social
responsibilities and accounting-based performance measures is generally positive ( Yusuff &
Adamu, 2016; Kim & Qian, 2015 ; Gbadamosi, 2014) .Contradicting this research, Mentor
Marly (2016), Kruger (2015) and Mc Williams and Siegel (2012), offered a summary of
previous conceptual explanations for negative, positive and no relationship between CSR
reporting and financial performance.

H1: whether there is a relationship between economic responsibility and FP

H2: whether there is a relationship between legal responsibility and FP

H3: whether there is a relationship between ethical responsibility and FP

H4: whether there is a relationship between social responsibility and FP

H5: whether there is a relationship between environmental responsibility and FP
H6: whether there is relationship between responsibility level and FP

3.4 Variables

Financial Performance- profit before tax: Several studies have investigated the relationship
between the CSR dimension and financial performance using profitability level (Ehsan and
Kaleem,2012; Soana,2011; Dragomir 2010; Peters and Mullen 2009; McW!Illiams and Siegel
2000).

Control Variables: This study introduces control variables that may influence the relationship
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between the responsibility of firms and their financial performance. This study will therefore
use (1) company size, (2) leverage and (3) age of the firm as control variables. Company size
is relevant as previous studies have shown that smaller companies may not have the same
responsibility levels as the bigger ones. Waddock and Graves (1997) asserted that this may be
due to growth of companies may attract more investoers thus implying more response to
stakeholder needs. One of the company size measure is sales volume. A high volume of sales
directly affects company profitability. The other factor of company size is total assets of the
company. The present study utilizes these two factors for the company size as control
variables. Leverage reflects the degree of financial risk a company is exposed to, and from a
pragmatic legitimacy perspective, the company needs to manage perceptions of its closest
stakeholders (lenders) to ensure its survival. Companies having a higher degree of risk are
compelled to be more responsible to avert or delay a negative reaction by lenders (Haniffa &
Cooke,2005; Reverte,2009). Shreck (2011) states that there can be a relationship between
responsibility level, financial performance and age of a firm. Peloza (2006) found that
younger firms may want to improve financial performance rather than looking at all
responsibility levels, only after doing well that they diversify their responsibility. Age is
measured by the number of years since the firm has been established.

H Business and Economic Research
A\ MacrOthI“k ISSN 2162-4860

4. Results

As stated above, a panel data regression was carried out based on the OLS assumptions for
stationary of data, heteroskedasticity test, normality test and chow breakpoint test.

4.1 Descriptive Statistics

Table 2. Descriptive Statistics

Variable Mean | Median | Max | Min | SD
Economic 2.528 | 3 5 0 1.35
Legal 0637 |1 3 0 0.655
Ethical 2.986 | 4 6 0 1.869
Social 3.548 | 3 9 0 2.460
Environmental | 0.75 0 4 0 1.032
Total CSR score | 105 |0 25 0 11

On a total score of 30 (appendix), the top 100 firms only had a maximum of 25 and the
median was 0. A zero median is a negative signal that half of the sample have not yet adopted
CSR yet. The standard deviations for the responsibility levels are relatively small, thus the
scores do not deviate a lot. For the economic responsibility, the median was 3 which is more
than 50% of the total 5 scores for the component. It can be deduced that Mauritian Firms
were concerned about shareholders though on a sustainable basis, through the content
analysis, no Socially Responsible Investment Program was mentioned. The legal score was 5
as well and the median and mean registered are quite low at 1 and 0.637 respectively. Since
the index contained more compliance to 1SO standards, this shows that local firms have still
not adopt such international practices. The compliance to report on CSR and the auditing of
same can be questioned since a zero score was found for the index. For ethical responsibility,
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the score was on 7 and the mean and median generated are 2.986 and 4 respectively. The
median is above average and thus it can be deduced that the level of ethical practice amongst
local firm is prevalent. The social responsibility was marked on a score of 9. A low score was
noted for the median at 3. From the content analysis, this might be due to the lack of
diversification in projects whereby firms tend to focus on only a handful of social activities
over the years. In addition, most of the organisations didn’t have a CSR foundation in place
that could execute their activities properly and eventually carry out monitoring and evaluation.
Finally, the environment responsibility was assessed on a score of 4. This has unfortunately
registered a very low mean and median at 0.75 and 0 respectively. The raises concerns over
the extent to which green practices have been adopted around the island. Given that there are
programs that have been set, the organisations have still not approached these. These
programs are not yet regulated, and this might be the result behind the slow rate towards
green transition. From the responsibilities analysed, it can be deduced that economic and
ethical dimensions were the most common one amongst firm in Mauritius.

4.2 Regression Results

Table 3. Correlation matrix for CSR dimensions and Financial Performance

Correlation Matrix | Profit CSR ECO LEGAL | ETHICAL | SOCIAL | ENV
PROFIT 1

CSR 0.387313516 | 1

ECO 0.367143245 | 0.764992178 | 1

LEGAL 0.269708668 | 0.6202532 0.451487 | 1

ETHICAL 0.279552857 | 0.851826456 | 0.555891 | 0.409657 | 1

SOCIAL 0.341592727 | 0.897023552 | 0.587799 | 0.47949 | 0.680262 |1

ENV 0.221777517 | 0.587722079 | 0.329202 | 0.403988 | 0.4005204 | 0.388902 | 1

Table 4. shows the findings for CSR dimensions with Net Profit before Tax as dependent

variable
Dimension Coefficient | P value Outcome | Results Type of relationship
Economic 1.9584 0.016343 | P<0.1 Relationship Positive
Legal -2.8659009 | 0.0688932 | P<0.1 Relationship negative
Ethical -1.8281028 | 0.0470659 | P<0.1 Relationship Negative
Social -0.222620 | 0.761731 | P>0.1 No Relationship
Environmental | 0.167410 0.856019 | P>0.1 No relationship
Total CSR score | 1.60202 0.16277 P>0.1 No relationship

The study has generated a mix results of the corporate responsibilities and the correlation
with their financial performance. A significant relationship was found among economic, legal
and ethical responsibilities, however in case of social, environmental and overall CSR score
the, insignificant relationships have been generated.

The economic responsibility has a 1.9584 correlation with the financial performance
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implying that each investment in economic responsibility tend to improve financial
performance by 1.9584 units. As Milton Friedman (1970) stipulates, the first duty of a firm is
to increase shareholder’s wealth by being economically responsible. This view is also
supported by Adam Smith, Danielson, Hutton et al, (1998) and Heck & Shaffer (2008).

In the context of legal responsibilities, the top 100 companies have registered a significant
negative relationship of -2.865. Previous studies support the argument that adopting
regulations can impact on FP in a positive manner, this was accredited by Corbett, Montes,
Kirsch an& Gil (2002), Chua, Goh and Wan (2002) who studied 146 firms in the Singaporean
Market over a period of ten years. Our results tend to contradict literature by having a
negative relationship for companies in Mauritius.

The top 100 companies have registered a negative correlation for the ethical responsibility
and financial performance with a coefficient of -1.828, implying that each unit of increase in
ethical behavior will worsen FP by 1.828 units. The result is line with studies by Klein (2002),
Abbott et al. (2004) and Persons (2005) whereby a negative association between ethics and
FP was derived, that is when firms engages in Board, appoint Independent Directors, audit
committee they have a worse FP.

The Top 100 companies also had an insignificant P value and thus revealing that companies
in Mauritius FP decreases with social responsibility. Studies by Kang et al. (2010) and
O’Neill, Saunders & Derwinski McCarthy (1989) showed no relationship between these two
variables while one study by Lopez et al. (2007) on European firms pointed out that social
responsibility is just additional cost to the company. However, the study was on a short-term
basis. Same applies for the study, which covered only five years; had the study been on a
longer time period, the results generated would have been more reliable.

For environmental responsibility, at 90 percent significance level, no relationship was found
with financial performance. Studies by Salama (2005) also found that environmental
concerns adopted by companies do not influence their performance.

At 90 percent level of significance, no relationship was found in the top 100 companies, thus
we reject the hypothesis that there is a relationship between CSR reporting and financial
performance. Previous literature also showed no relationship among CSR reporting and
financial performance (Bird et al., 2007; Tsoutsoura, 2004; Kang, Lee and Huh, 2010;
Waddock and Graves, 1997; Simpson and Kohers, 2002).

4.3 Discussion on Corporate Responsibility levels and Financial Performance

Economic Responsibility is considered as the first and prime responsibility of any business. A
positive relationship was found among the Top 100 companies. A good economic climate
indeed improves the profitability of businesses. Mauritius has been able to rank itself on 20"
place for the Global Innovation index; it reflects the commitment of firms to invest in
research and development and to innovate in order to increase sharcholders’ wealth. The
government plays a big role to drive the economic behavior of firms. Similarly, government
incentives can encourage firms to cater more for the healthiness of their business. The new
budget 2015-2016 has been looking forward towards new relations with airlines with the

128 http://ber.macrothink.org



ISSN 2162-4860

\ MacrOthi“k Business and Economic Research
A Institute ™ 2018, Vol. 8, No. 3

tourism and hotel sector. The textile industries are benefitting from freight rebate scheme to
Africa. With the smart city scheme in the near future, the economic behavior of firms might
be expected to improve so as to attract investors and also venture towards new opportunities
through diversification.

The negative relationship for legal responsibility registered could be due to the weakness in
the CSR law which according to section 50 in the Income Tax law that all companies should
report its CSR activities. However, in many cases these reports were not elaborated in the
different spheres that the company has invested in. A study by Lamport, Sanassee and
Seetanah (2010) on ISO certifications of listed firms on stock exchange found that they have
better performance from these regulations. Even over the years, the correlation between these
two variables was not strong. The study shows that Mauritian firms are still lagging behind in
terms of legal reporting and disclosure or to implement and adopt new regulations. Had the
firms optimize their resources towards more legal behavior they could have gain benefits
such as more investors’ confidence, better image thereby leading to better performance. Local
firms still have much opportunities from these regulations that they can exploit.

Ethical behavior is a vital part of any organization and with the Corporate Governance Act
(2004) in Mauritius, firms have to abide by international standards in their financial reporting
and also have proper committees in place. The negative relationship found in the study is in
conformity with a study by Lamport, Latona, Seetanah and Sanassee (2011) who investigated
the relationship of corporate governance among Top 100 firms Mauritius and found a
worsening performance of local firms. In addition, their study conclude that the Corporate
Governance Act will take time to be fully implemented by companies so that they are able to
take the whole benefit. In the modern age, the moral dilemma of businesses is ever changing
and on constant increase. Local firms should also consider their ethical conduct in their daily
operations as ethics is not only linked with profitability but to stakeholders too.

The study also investigates the post CSR law implementation by companies. No relation was
found amongst the social responsibility and FP for the period 2010-2014. This poor score
might be due to recent implementation of the Act and firms have not been able to engage in
many activities at the start. Also, the local firms need to have the appropriate CSR committee
to be able to undertake efficient use of the fund. There was also only a sole platform whereby
the companies could interact with NGOs. Recently, the Ciel Group Company has set up the
ACT platform whereby NGOs can request funds from corporate. In the long run, local firms
can become more socially responsible as NGOs for different causes are setting up and more
online platforms are being created. Similarly, it can be expected that firms will reap the
benefits of being socially responsible by generating higher profits in the long run.

Over the period of five years, companies did not demonstrate high rate of involvement in
Environmental activities. One of the main reasons of this low score might be the barriers to
environment reporting by Mauritian companies. It is difficult to assess environmental costs
and its benefits objectively. Furthermore, as Ramdhony ,Padachi and Giroffle (2010) stated,
there are major obstacles such as time, reporting costs and measuring instruments of
environmental activities. Only a couple of companies were most likely to adopt the 1SO
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14000 on Environment Management.Contribution to environment is among the area of
investment in the CSR activities of the NEF. Due to recent implementation of the Act, it is
only now that Mauritius is witnessing the creations of more NGOs to cater for the
environment. The government has put in place several mechanisms to promote sustainability
around the island. Even green financial products like the eco loan are available on the
markets to allow consumers and firms to go towards green energy consumption. Mauritius
also had the opportunity to have a solar farm established since 2012 which contributes to the
electricity production too. Local firms need more experts in Environmental Accounting and
Management so that proper reporting and assessment can be carried out. In the long term, it
can be expected that firms investing in recycling and green products might see their costs
decrease and also able to create a brand image.

This paper also concludes that there is no relationship between financial performance and
corporate responsibility levels. The absence of a significant relationship between
responsibility levels and financial performance has been reported by previous studies too
(Bird et al., 2007; Tsoutsoura, 2004; Kang and Lee, 2010; Waddock and Graves, 1997,
Simpson and Kohers, 2002; Waddock and Graves, 1997). Kang and Lee (2010) reported that
too many events and factors may impact on financial performance to be able to have a
relationship among the variables. Studies by Waddock and Graves (1997) stated that there is
no reason to expect any relationship since there are several intervening variables. Similarly,
there may be other factors that need to be analysed to be able to gauge the relationship
between responsibility levels and financial performance. Post CSR levy in 2009, firms’
financial performance has not been influenced for the five years 2010 to 2014.

5. Conclusion

This study was based on assessing the responsibility levels of Top 100 companies in
Mauritius. The study has found that firms having better responsibility level do not experience
any changes in their FP. Though the Income Tax Act stipulates that companies should report
their CSR activities, however reluctance was found on behalf of several companies especially
the family own business which didn’t do proper reporting. Visser (2008) driver’s such as
investment incentives, political reforms and cultural tradition can push the companies to
adopt a more responsible reporting behavior. Mauritius aiming to be a pioneer in
sustainability should put in place proper frameworks like the GRI to rate companies in their
activities. Through this companies may be motivated to do proper reporting as they are well
aware that they will be compared through ratings.
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Appendix 1: Index Constructed

Objectives

Indices

Supporting
Literatures/Frameworks

Economic Responsibility (5 scores)

Maximizing Shareholder’s Wealth

1. Evidence of Growth in Profit
2. Payment to capital providers,
Dividend paid during the year

Milton Friedman (1979),
GRI 2011

Demonstrated commitment to
work towards long-term business

sustainability

3. Risks and Crisis Management
System Implemented

4. Investment in Research and
Development

5. Goodwill/Brand of the firm

Knoepfel (2001) Dow Jones Index,
FTSE Johannesburg SRI. Goldman
Sachs ESG (2006), Székely (2005)

Legal Responsibility (5 scores)

noncompliance is mentioned in
Reports

Public commitment to comply | 6. ISO 22301:2012- Business | ISO
with an internationally recognized | Continuity
standard 7. 1SO 14000- Environmental
Management
8. ISO 9001:2008- Human
Resource Guideline
Compliance with local regulations | 9. CSR Reporting in Annual | Income Tax Act of Mauritius
Reports Section 50
Breach of Laws and Regulations 10. Whether any case of | FTSE Johannesburg SRI

Ethical Responsibility (7 scores)

Uphold and good
corporate governance practices as
the foundation for its business
policies and practices, through
strategies to achieve and maintain
internationally recognized
corporate governance standards
and implementing sound ethical

practices

support

11. Proper Strategy for Whistle
blowing

12. Corporate Governance- CEO
and Chairman Separation

13. Audit Committee in place

14. Remuneration Committee in
place

15. Majority
Directors

Non-Executive

16. Codes of conduct and ethics
17. Political Donation

Prasad fall 2008 (Supply Chains
Systems) Goldman Sachs ESG
(2006) FTSE Johannesburg SRI.
IASB

Social Responsibility (9 scores)

Working to promote the health,
safety
employees and in society

and security of its

18. Provision of Safety and
Equipment®s

19. Health care to the society

20. Contribution to employees™
pension benefit

Prasad fall (2008) (Supply Chains
Systems), Goldman Sachs ESG
(2006),1SO 26000
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Actively promoting the
development and empowerment
of its employees

21. Employment Creation Skill
and Development (training)

5. Employee \Volunteering
programs

1ISO 26000 Bombardier Index

Demonstrated commitment to be
community
development or upliftment

involved in

22.  Program to  Promote
Education

23. Program to alleviate poverty
through provision of housing

24, or entrepreneurship
empowerment

25. contribution to sports and

games

V. L. Blackburn, M. Doran and C.
B. Shrader 1994

Environment Responsibility (5 scores)

Working to reduce and control its
direct
impacts

negative environmental

26. Carbon Emission Reduction
Commitments
27. Recycling programs

V. L. Blackburn, M. Doran and C.
B. Shrader 1994, Goldman Sachs
ESG 2006, Prasad fall 2008
(Supply Chains Systems), FTSE
Johannesburg SRI Index

Working to use natural resources
in a sustainable manner

28. Direct Energy Consumption
from Primary Source (solar /wind

energy)

GRI 2011

Design products and
processes  to

minimize the ecological footprint

manufacturing

along the entire product life cycle

29. Eco Design Products or
Packaging

Knoepfel 2001 Dow Jones Index,
GRI 2011

Strategies for Indirect Impact on
the Environment

30. Engaging in Activities to
protect Natural Environment and

wildlife

Knoepfel 2001 Dow Jones Index,
GRI 2011

Total CSR score= 30
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