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ABSTRACT

In recent years, Corporate Social Responsibilitg baen attracting heightened attention
throughout the world. Stakeholder expectation$iefdusiness have increasingly ranged from
maximum profits to strong levels of Corporate Sbdresponsibility (CSR). Previous
research into effects of CSR on Business Operaioms Performance has yielded mixed
results. Research on CSR in the Ugandan contexthbagver been minimal. Business
managers in Ugandan Corporations have actively apelr CSR in recent years, but there are

still questions on how CSR affects the businessatip;s and performance.

This descriptive research study sought to answergtinestion and provide information to
various stakeholders on the effect of CSR, on lassiroperations and performance with a
focus on Uganda firms. A survey questionnaire wesduo collect primary data on factors
that influence CSR practice, and approaches emthrageUgandan corporations in their
practice of CSR. Archival documents and analysi§irefncial results from 2007 — 2010 of
two publicly listed corporations was collected amhlyzed against CSR expenditure for the

four year period.

Trend analysis indicated CSR has a positive effadhternal business processes and the non
— financial measures of performance notably cotgormage, goodwill and market share. A
positive effect of CSR was further observed onssaéeenue. CSR practices were however
found to have a negative effect on financial penfance measures. Results of the study
indicated that CSR is just one of the myriad fasttrat affect business operations and
performance as there are many other factors thainéss managers need to take into
consideration regarding operations and performaHee.insights obtained in the study are of

relevance to stakeholders and managers of an aagam small or big in nature.
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CHAPTER ONE
INTRODUCTION
In this chapter, special attention is given to Haekground in section 1.1 and the
statement of the problem in section 1.2. It alsmposes the objectives of the study,
research questions, significance and expectedibatitm to knowledge of the study.
The chapter also highlights the research methoeld asd the conceptual framework.

It concludes with the summary of the other chapters

BACKGROUND

Corporate Social Responsibility (CSR) is a 'ho8aam the developed world (i.e.
Europe, America, Canada and recently Asia and SAudtkrica). The next place to
pick a lot of interest in this will be Africa. Mamntities engage in CSR and spend
huge amounts of money in their commitments to t@rmaunity, workplace and the
marketplace. Some companies operating in Uganelgmacticing CSR a lot more
than their competitors, even when they operate hea same industry. The
Government is also picking up interest in CSR lyogmizing investors on the basis

of their CSR initiatives.

Scholars like Nkiko and Katamba (2010) and GiscleB@008) have carried out
research on CSR in Uganda especially on what ailsntHowever, the volume of
published research in the area of CSR in Ugandsdilisextremely low, with most
research focusing on business ethics. There is goepe for expanding the amount
of research on CSR in Uganda and Africa, as welllngsoving on the diversity of its

content and its geographic reach (Visser, 2006).




The researcher picked interest in the topic afeasiig been a direct beneficiary of
some CSR initiatives by leading companies in Ugaartthalso having been part of an
entity’'s management that was keen on implementi&R @ctivities. The formation of
the CSR consultative group, a network of major ©oape Social Responsibility
stakeholders and players in Uganda, also madesearcher have a keen interest in

the issue of CSR.

Institutions like Uganda Chapter for Corporate Sb&esponsibility Initiatives Ltd
(UCCSRI) have undertaken research on CSR in Ugaeddties focusing on the
perceptions, approaches and needs of companieko Mkid Katamba (2010), and
Gisch-Boie (2008) have in the same line also hiitéd the various CSR activities
that companies are engaged in including environatergsponsibility, practices
concerned with labour, worker health and safetywall as quality of life of the
community. Other scholars like Wanyaetaal (2006) have linked CSR to Corporate

Governance (CG).

The area defined by advocates of CSR increasirmigrs a wide range of issues such
as plant closures, employee relations, human rigtagporate ethics, community
relations and the environment. Areas looked at miorgortantly are; workplace
(employees), market place (customers, suppliers)iraament, ethics and human
rights. Important to note is that whilst the primmanle of business is to produce goods
and services that society needs, there is alscssiégdor interdependence between
business and society for a stable environment.fdimes of social responsibility that a
firm undertakes depend on its economic perspechivélganda, several companies

have realized the need for CSR and are linked®$R consultative group.
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Much as there have been researches carried ouSBniitCthe Country, scholars have
tended to focus on what CSR is, the trend of CSHganda, public perceptions and
the relevancy of established CSR models on Ugahaldéhe researcher’s knowledge,
no study has focused on CSR effect on businessatipes and performance in
Uganda. This is the gap the researcher focusedsimg Vision Group and Uganda

Clays Limited as case studies.

STATEMENT OF THE PROBLEM

A socially responsible company should supersedmadis objective of maximizing its
shareholders’ wealth. It extends its mandate byettaling social and environmental
activities in society within which it carries ous ioperations through initiatives such
as environment conservation, improving the quatitylife of its employees and
society in general and also being transparentsirbitsiness operations. More and
more stakeholders are being drawn towards sogidlyonsible companies because of
these initiatives. This in turn has led to improvegsiness performance for some and
not for others. Companies practicing CSR, such ganda’s Vision Group continue
to post impressive financial results and noticealjoy huge and increasing market
share while others like Uganda Clays Limited arsslonaking and losing market
share. In FY 2009/10 for example, Vision Group'sm@ll business value grew by
8.3% from 55.1billion to 59.7billion whereas UCLvslue declined by 30.3% from
57.5billion to 40.1billion, all with noticeable ineases in CSR expenditure (Annual
Report, 2009/10). Whereas this performance canttoéwied to a host of factors,
including CSR activities that have been reportedriome, the effect of CSR on this
performance is not clear. Moreover, there is nordga study linking CSR’s effect

on a business’ operations and performance leavirsgarea plausible for research.
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The question is, has CSR an effect on businessatypes and performance? This

study sought to answer the above question.

GENERAL OBJECTIVE OF THE STUDY

The main aim of the study was to determine the ceffef Corporate Social

Responsibility on Business Operations and Perfocsan

OBJECTIVES OF THE STUDY

 To find out the factors which influence the praetiof CSR in Ugandan
Corporations.

* To identify the different approaches used by Capons in their practice of CSR

» To establish the trend of Business Operations amdfofPnance of the
Corporations under study over the last four years

» To determine the effect of Corporate Social Resibditg on Business

Operations and Performance.

RESEARCH QUESTIONS

To achieve the objectives stated above, the foligvgitudy questions were posed:

* What factors influence the practice of CSR in Ugan@orporations?

* What are the different approaches used by Corporain their practice of CSR?

* What has been the trend of Business Operation$arfdrmance of Corporations
under study over the last four years?

* What is the effect of Corporate Social Respons$jbon Business Operations and

Performance?
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1.6.2

1.6.3

1.7

SIGNIFICANCE OF THE STUDY
Given the infancy of Corporate Social Responsipilit Uganda, the study will avalil

the following benefits to the various stakeholders:

Shareholders
The investors will know how senior management taksconsideration the interests
of consumers, regulators, employees and other irmpbgroups that are affected by

the company's activities.

Company's management
The study will help management learn how to forgergjer relationships with key

suppliers, customers and the community.

General public

The general public will be informed of the variaygproaches in which an entity can
undertake social and environmental activities aimeidhproving on the quality of life
in the community, workplace, market place and galhegiving back to society. This
will lead to increased human benefit and satiséactihrough quality services and

goods.

EXPECTED CONTRIBUTION TO KNOWLEDGE

The study will add knowledge to the existing bodyr@search literature relating to
Corporate Social Responsibility and Business Perdmce in Uganda and other
similar developing economies in Africa. It's alsatiaipated that a number of
stakeholders will use results from this study tatHer their knowledge and
understanding of Corporate Social Responsibilitd &ow it affects the business

performance of a socially responsible entity.
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RESEARCH METHODS USED

Both primary and secondary data sources were uBkd. research used semi-
structured questionnaires, interview guides an#t desearch as research methods for
this study. Structured questionnaires and intervigides were used on primary
sources while desk research was used on secondaryes. Data sought was both

quantitative and qualitative.

The semi-structured questionnaires and interviewdeagutargeted management and
staff as stakeholders. The questionnaires werelsimprded and relatively short but
comprehensive. Control questions were included tosst check and ensure
correctness and consistency of the respondentsn ©pded and “state reasons for
your response” queries were used in the interviawdey to generate additional
information, helpful comments and suggestions thate deemed helpful in the

analysis of data.

The desk research method was used on secondaryTti&#sencompassed reading at
length existing literature on Corporate Social Resbility and business
performance evaluation. Journals, magazines, ngespatextbooks, entity annual

reports are some of the documents that were rediewe

THE CONCEPTUAL FRAMEWORK

The theory of CSR encourages corporations to takieennot only of the economic
and financial dealings in a company, but also tleiat and environmental
consequences at business places on its sharehalitisociety. The Model of CSR

advises companies to seek the maximum profits wiilleying a moral minimum.




This concept of the corporation is viewed to hap@aced the community in a position
to demand that the modern corporation serve notttel owners or the control but all
society” (Berle and Means, 1932). This idea isciely today’'s stakeholder theory
and thus in responding to stakeholder expectattdrSSR, the chief executive sets
the tone and priorities for the firm’s actions €Byr 2009). According to this theory,
the satisfaction of various stakeholder groups nistrumental for organizational
performance (Donaldson and Preston 1995; Jones.1S&keholder — agency theory
argues that the implicit and explicit negotiatiardacontracting processes entailed by
reciprocal, bilateral stakeholder — managementiogiships serve as monitoring and
enforcement mechanisms that prevent managers freentidg attention from broad
organizational financial goals (Hill and Thomas 299ones 1995). Furthermore, by
addressing and balancing the claims of multipl&kedtalders (Freeman and Evan,
1990), managers can increase the efficiency ofr thejanization’s adaptation to

external demands.

CSR may be an organizational resource that provid&snal benefits. That is,
investments in CSR may help firms develop new cdemmes, resources, and
capabilities, which are manifested in a firm’s oo, technology, structure, and
human resources (Barney 1991; Russo and Fouts .18$R can help management
develop better scanning skills, processes, andnrgtion systems, which increase the
organization’s preparedness for external changebulence, and crises (Russo and
Fouts 1997). These competencies which are acqumtednally through the CSR
process, would then lead to more efficient utii@atof resources and organizational
efficiency (Majumdar and Marcus, 2001). The conaapframework is presented in

Figure 1 below;




Figure 1: Conceptual Framework

Independent Variable

Corporate Social Responsibility

Dependent Variabl

Business Performance

Social
e Labour practices

e Community relations
e Customer relations

¢ Social justice
Economic

e Corporate leadership
e Multiplier effect

Environment

energy & minerals
 Biodiversity

* Products & services

* Innovation and Learning

* Resource use — land, water, ait,

* Emissions, effluent & waste

e Legal — laws & regulations .
 Stakeholder participation .

e Corporate actions and trust .
 Contribution through taxes

Customer satisfaction
Profitability

Wealth creation
Competitiveness

Sales Growth

Enhance Corporate image
Good customer relations
Quality service/product service
delivery

New products

Community acceptance
Company growth

Moderating Variable

Adopted from: Elkington 1998, p.73, Labuschanga @006, p.3, Elliot 2006, p.13, modified

by the researcher on review of Literature

eBusiness Operations

* Internal business processes
* Innovation and learning

» Accounting and conversion process

* Information Technology
» Government policies
» Corporation leadership

Statutory Laws and Regulations




1.10 SUMMARY OF THE CHAPTERS

This research consists of five chapters provididl tiae relevant information

regarding this study.

Chapter one is the introduction highlighting prexsaesearch carried out on CSR in
Uganda. It throws more light on the gaps not redest about and tackles the
statement of the problem, objectives of the studgearch questions, significance of
the study and expected contribution to knowledgewai as a snapshot of the
research methods used. The conceptual framewahle iast section for this chapter.

This chapter as such, represents the basis oésh®f this study.

Chapter two is a review of related literature conow Corporate Social
Responsibility, Business Operations and PerformaNtan focus is the concept of
CSR, theories that explain CSR and the various E€8Rmitments. Other sections in
this chapter centre on establishing and managin@R @&grams, management
accounting and ways of evaluating business perfocemaThe last section is the
contextual analysis of the quoted relevant autiesribnd the relationship of the

research variables.

Chapter three is a narration of the research metbgy and methods adopted for this
study. It highlights the research paradigms, mathagy, methods, study population,
sample size selection, data analysis, and validitgbility of the study instrument

and wraps up with the ethical considerations.




Chapter four presents and analyzes the study fisdilt attempts to summarize the
views from the questionnaires and interview guidetrpret them and then present

them as findings of the research.

Chapter five is a summary and discussion of restilt&irther puts the conclusions
and recommendations straight. The last section cluapter five highlights the
implications of the study. The researcher at thd bas attached references and

appendices used in undertaking this study.
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2.0

CHAPTER TWO

LITERATURE REVIEW

INTRODUCTION

The purpose of this literature review is to exanttmeissues, viewpoints and research
associated with the effect of Corporate Social Resibility on Business Operations
and Performance. Chapter one describes the coiaextis study and the research
gaps the study wishes to address. This literataheed substantially into the state of
research related to the variables of this study @ogides sufficient context of the

significance of this research.

Business has long been guided by and pursued ti# protive. From the days of
European and Colonial America shopkeepers to théemmoworld of global multi-
national corporations, the interests of the owrsard shareholders had traditionally
guided business decision making and strategy. Appka business to assume
responsibility for the diseases and suffering efworld has always fueled the debate
into the proper role of business and the purposéheffirm (Margolis & Walsh,
2003). Shareholders, investors and stakeholderdarge make most of their
investment decisions basing greatly on the busipeg®rmance of an entity (Boron,
2000). For decades since the early 70’s, thera fotracted debate about the
legitimacy and value of corporate responses to C&Rerns. For example, Murphy
(2005) described CSR as being ‘little more thamsnetic treatment,” and Santiago
(2004) reports advantages of practicing CSR. On dter hand, Waddock and
Graves (1997), Hillman and Keim (2001), Verschood 8Murphy (2002), find that

increased CSR leads to enhanced business perfagmanc
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211

2.1.2

CORPORATE SOCIAL RESPONSIBILITY

The case for CSR

CSR is the continuing commitment by a businesstwbe ethically and contribute to
economic development while improving the qualitylifef of the work force and their
families as well as of the local community and etciat large (Moir, 2001).
Businesses need to integrate the economic, saathleavironmental effect in their
operations. The concept of CSR means that orgamizahave moral, ethical, and
philanthropic responsibilities in addition to the@sponsibilities to earn a fair return
for investors and comply with the law. However,mamate executives have struggled
with the issue of the firm’s responsibility to isociety. It has been argued by
Friedman (1970) that the Corporation’s sole resjilitg is to provide maximum
financial return to share holders while others afrghe belief that business owes
responsibility to a wide range of groups in theistyc This has led to a number of
theories attempting to explain CSR namely; shadshel theory, stakeholders’

theory and social contracts theory.

Theories to explain Corporate Social Respabdity

Shareholders’ Theory

The shareholders’ theory stipulates that managerhasta fiduciary duty to the
owners or stockholders of a corporation and this dty takes priority over any
other responsibilities and obligates it to focus mmwofit maximization alone. The
belief of researchers in this group stems fromtthditional neoclassical paradigm of
the firm (Moir, 2001), a theory which reflects Ad&mith’s notion of economic man,
whose goal is to maximize the wealth of the firraséd on his contractual duties to

the owners (Brenner and Cochran, 1991). This madethe firm was further
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popularized by Friedman (1970), who argued that iree economy, there is only one
social responsibility of business — to use its veses and engage in activities
designed to increase its profits so long as itsstaghin the rules of the game, which
is to engage in open and free competition, withdateption or fraud. Milton

Friedman contends that diverting corporations fittv@ pursuit of profit makes the
economic system less efficient. Business’s onlyiadoesponsibility is to make

money within the rules of the game. Private entsest therefore, should not be
forced to undertake public responsibilities thabgarly belong to government

(Friedman, 1970).

The rules of the game that Friedman refers to hee dlementary morality rules
against deception, force, and fraud which are oento promote open and free
competition. Friedman believes that by allowing tharket to operate with only the
minimal restrictions necessary to prevent fraud &ode, society maximizes its
overall economic wellbeing. Pursuit of profits ishat makes the free economy
vibrant. Anything that dampens this kind of inceatior inhibits its operations
weakens the ability of Adam Smithiavisible handto deliver the economic goods
(Shaw, 2008). The CSR theory that upholds this \ew also been regarded as the
“stockholders model” (Bruno and Nichols, 1990)hi¥ model identified that, based
on the contractual agreement signed with the owmeamiagement’s responsibility is

a legal one, and it equates with ethical and soegonsibility.

However, this only-profit-oriented-business applo&as been heavily criticized by
many researchers and has given way to the Stalerhelew. Shareholder’s critics

claim that businesses have other obligations bgsiking a profit.
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Stakeholders Theory

Johnson (1971) in his definition of CSR, conceigesocially responsible firm as
being one that balances a multiplicity of interestsch that while striving for larger
profits for its stockholders, it also takes int@aant, employees, suppliers, dealers,
local communities and the nation. This definitiomwls from stakeholder theory as
developed by Freeman (1984). According to Freerfi®84), the firm can be
described as a series of connections of stakelwliiat the managers of the firm
attempt to manage. Stakeholder, according to B&michols (1990: 171) is a term
which denotes any identifiable group or individwdio can affect or be affected by
organizational performance in terms of its produgtslicies, and work processes.
Davis (1975) argues that modern business is indlpanhtegrated with the rest of
society. It is not some self-enclosed world, likenaall study group. Rather, business
activities have profound ramifications throughouwtisty, and their influence on
peoples’ lives is hard to escape. Therefore, catpors have responsibilities that go

beyond making money because of their great sookaonomic power.

Stakeholders are typically analyzed into primaryd asecondary stakeholders.
Clarkson (1995) defines a primary stakeholder gragp "one without whose

continuing participation the corporation cannotvsrg as a going concern™ - with the
primary group including "shareholders and investamployees, customers and
suppliers, together with what is defined as the lipubtakeholder group; the

governments and communities that provide infrastines and markets, whose laws
and regulations must be obeyed, and to whom tan@®hligations may be due". The
secondary groups are defined as "those who irdei@en affect, or are influenced or

affected by the corporation, but they are not eadag transactions with the
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corporation and are not essential for its survividlitchell et al. (1997) developed a
model of stakeholder identification and saliencedobon stakeholders possessing one
or more of the attributes of power, legitimacy amdency. Thus, it is anticipated that
firms would pay most attention to those legitimatakeholder groups who have
power and urgency. In practice this might mean fivms with problems over
employee retention would attend to employee issmesthose in consumer markets
would have regard to matters that affect reputat®takeholder groups may also
become more or less urgent; so environmental granddgssues became more urgent
to oil firms following the Exxon Valdez oil spillPatten, 1992). The stakeholder
theory surfaced the question central to this reseavhich is whether organizations
can be socially responsible and have good perfoceaprofitable) while still
satisfying investors and shareholders by provi@dioceptable levels of return on those

investments.

Social contracts theory

Gray et al. (1996) describe society as "a sefiss@al contracts between members of
society and society itself". In the context of C8R alternative possibility is not that
business might act in a responsible manner begaissi its commercial interest, but

because it is part of how society implicitly exgebtisiness to operate.

Donaldson and Dunfee (1999) developed integratedlsoontracts theory as a way
for managers to take decisions in an ethical caniéhey differentiate between macro
social contracts and micro social contracts. Thosaro social contract in the context
of communities, for example, would be an expectatizat business provides some
support to its local community and the specificnioof involvement would be the

micro social contract. Hence companies who adopew of social contracts would
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describe their involvement as part of "societgbeztation” - however, whilst this
could explain the initial motivation, it might natxplain the totality of their

involvement.

Corporate Citizenship

Companies’ role or responsibilities towards socibigs come to be known as
Corporate Citizenship (CC). Carroll (1991:42) swpsCC as ‘being actively engaged
in acts or programs to promote human welfare odgdld. CC looks at expectations

of society that business will engage in socialvéidis that are not mandated by law
nor generally expected of business in an ethicaeelt’s actually a different way of

understanding the role of business in society. &S frequently been used as
equivalent to CSR (Wood and Logsdon, 2002). Logsaloth Wood believe CSR is

more concerned with social responsibilities as @eraal affair while CC suggests
that business is a part of the society. This lisgiciichange (from corporate social
responsibility to corporate citizenship) containsp@found change in normative
understanding of how business organizations shaatdin respect to stakeholders
(Wood and Logsdon, 2002). Corporate Citizenshipaisnetaphor for business

participation in society (Mooat al, 2005).

Theories on and approaches to ‘corporate citizehsiné focused on rights, but even
more on duties, responsibilities, and possiblengaships of business with societal
groups and institutions. Much as corporate citingm$s sometimes related to social

expectations, it is mostly adopted from an ethpmabkpective. Solomon states:

The first principle of business ethics is that tdweporation itself is a
citizen, a member of the larger community and imeivable without it

... Corporations like individuals are part and paifethe communities
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2.1.3

that created them, and the responsibilities they bee not the products
of argument or implicit contracts, but intrinsictteeir very existence as

social entities (1992:184).

Concern for communities where companies operateekteded progressively to a
global concern due to intense protests againstagiiaiion, mainly since the end of
the 1990s. Facing this challenge, 34 CEOs of theldigolargest multinational

corporations signed a document during the Worldngatic Forum in New York in

2002:Global Corporate Citizenship: The leadership Chafje for CEOs and Boards.
For the World Economic ForumCbrporate Citizenshipis about the contribution a
company makes to society through its core busiaessities, its social investment

and philanthropy programs, and its engagement fitigopolicy”.

Corporate Social Responsibility commitments

Carroll (1991) came up with the pyramid of CSR is hook Business Horizons
(1991) and suggested that there are four kindsafkresponsibilities that constitute
a total range of CSR business activities. These ezenomic, legal, ethical and
philanthropic responsibilities. Carroll further engsized that, for CSR to be accepted
by a conscientious business person, it shoulddmdd in such a way that the entire

range of business responsibilities is embracedol#t991) explains thus;

Economic Responsibilities
Historically, business organizations were createde@nomic entities designed to
provide goods and services to societal memberspidfé motive was established as

the primary incentive for entrepreneurship. Befdrevas anything else, business

! Seehttp://www.weforum.org/en/initiatives/corporateziinship/index/htmAccessed on 01/08/2011.
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organization was the basic economic unit in ouliedgc As such, its principal role

was to produce goods and services that consumededand wanted and to make an

acceptable profit in the process. At some point ithea of the profit motive got

transformed into a notion of maximum profits, ahésthas been an enduring value

ever since. All other business responsibilities predicated upon the economic

responsibility of the firm, because without it thiners become moot considerations.

A summary of some important statements charactgrizconomic responsibilities

may be as follows.

o It is important to perform in a manner consistefthwnaximizing earnings per
share.

o Itisimportant to be committed to being as prdifiégaas possible.

0 Itisimportant to maintain a strong competitivespion.

o Itisimportant to maintain a high level of openatiefficiency.

o It is important that a successful firm be definesl ane that is consistently

profitable.

Legal Responsibilities

Society has not only sanctioned business to oparaterding to the profit motive; at
the same time business is expected to comply with laws and regulations
promulgated by Government as the ground rules uwtiérh business must operate.
As a partial fulfillment of the "social contractetween business and society, firms
are expected to pursue their economic missionsirwitie framework of the law.
Legal responsibilities reflect a view of "codifiethics" in the sense that they embody
basic notions of fair operations as establishethbyjlawmakers. Legal responsibilities

are appropriately seen as co-existing with econaesponsibilities as fundamental
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precepts of the free enterprise system. A summaérgome important statements

characterizing legal responsibilities may be a®¥as.

o Itis important to perform in a manner consisterthwexpectations of Government
and the law.

o Itisimportant to comply with various regulations.

o Itis important to be a law-abiding corporate @tiz

o It is important that a successful firm be definesd ane that fulfills its legal
obligations.

o It is important to provide goods and services taateast meet minimal legal

requirements.

Ethical Responsibilities

Although economic and legal responsibilities embedyical norms about fairness
and justice, ethical responsibilities embrace thasgvities and practices that are
expected or prohibited by societal members evenghdhey are not codified into
law. Ethical responsibilities embody those stanslambrms, or expectations that
reflect a concern for what consumers, employeesesiolders, and the community
regard as fair, just, or in keeping with the resmeqrotection of stakeholders' moral

rights.

In one sense, changing ethics or values precedesthblishment of law because they
become the driving force behind the very creatidnlaovs or regulations. For
example, the environmental, civil rights, and coneu movements reflect basic
alterations in societal values and thus may be sasnethical bellwethers

foreshadowing and resulting in legislation. In d@otsense, ethical responsibilities
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may be seen as embracing newly emerging values@mas society expects business

to meet, even though such values and norms magctedl higher standard of

performance than that currently required by lavwhi&l responsibilities in this sense

are often ill-defined or continually under publielzhte as to their legitimacy, and thus

are frequently difficult for business to deal with.

The business ethics movement of the past decadérhdg established an ethical

responsibility as a legitimate CSR component. A mamy of some important

statements characterizing ethical responsibiliiay be as follows.

(0]

It is important to perform in a manner consisterithvexpectations of societal
mores and ethical norms.

It is important to recognize and respect new orheng ethical moral norms

adopted by society.

It is important to prevent ethical norms from beiogmpromised in order to
achieve corporate goals.

It is important that good corporate citizenship thefined as doing what is
expected morally or ethically.

It is important to recognize that corporate intggand ethical behavior go beyond

mere compliance with laws and regulations.

Philanthropic responsibilities

Philanthropy encompasses those corporate acti@isatk in response to society’s

expectation that businesses be good corporateerdtiz This includes actively

engaging in acts or programs to promote human veelba goodwill. Examples of
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philanthropy include business contributions to ficial resources or executive time,

such as contributions to the arts, education, @cttmmunity.

The distinguishing feature between philanthropy etidical responsibilities is that the

former are not expected in an ethical or moral se@mmunities desire firms to

contribute their money, facilities, and employemdito humanitarian programs or

purposes, but they do not regard the firms as iadthf they do not provide the

desired level. Therefore, philanthropy is more @igonary or voluntary on the part of

businesses even though there is always the soaefactation that businesses

provide it. One notable reason for making the dddion between philanthropic and

ethical responsibilities is that some firms feedythare being socially responsible if

they are just good citizens in the community. Tditinction brings home the vital

point that CSR includes philanthropic contributidng is not limited to them. In fact,

it would be argued here that philanthropy is higiégired and prized but actually less

important than the other three categories of soogsponsibility, in a sense,

philanthropy is icing on the cake. A summary of sonmportant statements

characterizing philanthropic responsibilities mayas follows.

o It is important to perform in a manner consistenthwhe philanthropic and
charitable expectations of society.

o Itis important to assist the fine and performimts.a

o It is important that managers and employees ppdiei in voluntary and
charitable activities within their local commungie

o Itisimportant to provide assistance to privatd pablic educational institutions.

o It is important to assist voluntarily those progethat enhance a community’s

"quality of life."
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Economic, legal, ethical and philanthropic resploifises can be transformed into
responsibility towards customers, employees, imrestsuppliers, community and the

environment.

Responsibility towards customers

A company has a duty to act responsibly towardscitstomers or else it might
ultimately lose business. This could be throughviging goods and services
hallmarked by integrity, quality and care. Customegits like rights to safe products,
rights to all relevant information about the prodsbould be left to prevail. Ethical
advertising should also be put into considerat©arly, 2002). Businesses in Uganda
have to follow guidelines set by the Uganda Nati@aeau of Standards (UNBS) in
as far as products are concerned. The set standeedsieant to protect consumers

from counterfeits, hazardous and substandard pted8tandards Act 1983).

Responsibility towards employees

Equal opportunities for rewards and advancementuldhde provided to all
employees for a company to be socially responsiBlesponsible employment
practices with well-trained, well-managed and mattiad employees, who are fairly
rewarded — sharing in the Company’s successesalheuinstituted. A company that
ignores this responsibility may likely face a rig losing productive, highly
motivated employees as well as lawsuits, a caggoint being Del Monte (Litan,
2004). A company should ensure that the workplacsaife, both physically and
socially and should aim to be the employer of caaicall areas of operation (Carly,

2002). In Uganda, a number of laws are in pladeetp guide companies in aspects of
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employees and the workplace; examples include thel&ment Act (2006), and the

Occupational Health and Safety Act (2006).

Responsibility towards investors

Managers have a responsibility to ensure that teeyiot act irresponsibly towards

shareholders by denying them their due earningsm@representing company

resources. Financial management should be propkfim@nces should be correctly

reported. Conformation to IFRS's and IAS's is dateial requirement (International

Federation of Accountants, 1998). Wanyama (200®&scprevious studies on the

importance accounting information plays in enabliapvant parties to monitor the

performance of an organization as well as holdirmnagement accountable for the
stewardship of resources. Sound accounting priesighould enable investors to
make a fair assessment of the performance of coegpamd guide the decisions of
those investors in making investment decisiongjihglmanagement accountable and

in CSR considerations (Wanyama, 2006).

Responsibility towards suppliers
Socially responsible companies should regard seygplas partners and work with
them in order to achieve their policy aspirationstle delivery of products and

services.

Responsibility towards community
Companies should strive to be good corporate aisiz®y contributing to community
well being, and be able to recognize their resglityi to work in partnership with

the communities in which they operate. In theiesgsh on CSR in Uganda, Katamba
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and Gisch-Boie (2008) identified the 5 top CSR \aiiéis in the community in
Uganda as education, sponsorship of events relateithe company’s marketing
strategy, health, HIV/AIDS related issues, and @y@é volunteerism. They
concluded that community initiatives contributestgstainable business development

and shape the economic future especially if peapgenealthy and educated.

Responsibility to environment

Socially responsible companies should have a comdhjprogram of management,

continuous improvement and reporting of their dirand indirect effects on the

environment which marks their contribution to imyiragy the world in which they live

(Caspin, 2002). In Uganda, it is a requirementdaganizations of a manufacturing

nature to follow guidelines set out in the NatioEalvironmental Statute (1995) in

their pursuit of environmental management. Orgdiural managers and employees
are expected to support implementation of an enuiental management system in
accordance with their roles and responsibilitiesmofg other things, the

Environmental Management System (EMS) as guideth&National Environmental

Statute (1995) concerns:

. Product stewardship by designing products and sesvithat are safe to use,
minimize use of hazardous materials, energy andrathsources, and enable
recycling or reuse.

. Pollution prevention through conducting operatiamsa manner that prevents
pollution, conserves resources, and proactivelyresiets past environmental

contamination.
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Continual improvement by integrating environmemt@nagement into business
and decision making processes, regularly measupegformance, and

practicing continual improvement.

Legal compliance through ensuring that products aperations comply with

applicable environmental regulations and requird@sien

Stakeholder involvement which concerns the prowistd clear and candid

environmental information about products, servicaed operations to all

stakeholders, informing suppliers about the orgaion’'s environmental

requirements, fostering environmental responsjbilimong employees and

contributing constructively to environmental pulpialicy.

2.1.4 Establishing and managing social responsiltyf programs

2.15

Socially responsible companies require a carefulfjanized and managed program to
that effect. Top management has to take a strangdstn social responsibility and
develop a policy statement outlining that commitnéndesignated executive should
have the responsibility of monitoring the CSR pesgrand he/she should ensure that
implementation is consistent with the firm's polistatement and strategic plan.
He/she should issue compliance statements to oconfihether the business is

operating in accordance with the principles of &R policies.

Corporate Social Responsibility Reporting ash Disclosure

Proper accounting and financial reporting is onetloé critical and important

responsibilities of management, especially in puiglioted companies. The need for
a sound financial reporting system is essentialtlst the performance of an

organization is accurately reported in a timely manfor the information of all
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stakeholders of the company. Needless to saycumate information affects all those
who refer to the financial statements of an orgation for business or personal
reasons. In this regard, producing unreliable fomginstatements has a significant

economic and social effect on the business enviemr{Davis, 2002).

Social disclosure within the medium of corporatporgs is far from being a recent
phenomenon, and can indeed be traced back to tienirg of the twentieth century
(Owen et al., 1997). However, the issue first agtie prominence in the 1970s,
largely as a consequence of the debate then ragingerning the role of the
corporation in society at a time or rising socialpectations and emerging
environmental awareness. More perceptive managsenseeedily grasped the public
relations benefits of producing, at least rudimgn&ocial reports which attempted to
convey a picture of corporate responsiveness tosoeyal concerns (Owen et al.,

1997).

In the 1970’s alone, the US Congress (USC), fomgpla, enacted legislation to
benefit the environment (Federal Water Pollutiomttal Act, The Clean Air Act

Amendments), employees and the workplace (The Gdmnal Safety and Health
Act, The Equal Employment Opportunity Act) and tiretection for consumers (The
Consumer Product Safety Act, the Federal Hazarddwisstance Act) in typical

command and control fashion, indicating businesgdcaot be trusted to be socially
responsible without oversight of law (Hess, 200Hpwever, shortcomings noted
include a lack of consumer access to such infoonatind results, highlighting the
need for greater disclosure by firms to stakehsld8uch disclosure efforts did not

occur in earnest until the 1990's.
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Recent years have witnessed a remarkable growtheimumber of companies in
industrialized nations across the globe reportingliply on various aspects of their
social and environmental performance (Davis, 200hilst this, for many, has
entailed providing rudimentary, generally qualitatiinformation on policies and
performance within the annual financial report, inoreasing number of ‘leading
edge’ reporters have gone much further. For thterdagroup, predominantly, but not
exclusively, large companies operating in ‘sensitimdustrial sectors, the preferred
means of dissemination has become the producticeincennual basis of substantial
‘stand alone’ report, either paper and/or (incregly) web-based, featuring copious
quantitative, as well as qualitative, data. Additily, the reliability of the data
presented is increasingly likely to be attestedyt@n independent assurance provider

(O’Dwyer and Owen, 2005).

KPMG’s 2005 triennial international survey of corate responsibility reporting
practice on the part of the world’s largest corgiorss, namely the top 250 of the
Fortune 500 together with the top 100 companieslén leading industrialized
countries, bears witness to this rising reportirend. For the former group, 52%
issued separate reports in 2005, compared with ih58te previous survey in 2002,
whereas for the latter the respective figures &% &and 23%. Whilst Japan (80%)
and the United Kingdom (71%) are, by some mardig, leading reporting nations,
most countries have experienced significant in@gawith Italy, Spain, Canada,
France and South Africa leading the way. KPMG’sveyralso draws attention to
clear sectoral differences in reporting volume.h@ps not surprisingly, industries

with a prominent environmental profile, notablylitigs, mining, chemicals, oil and
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gas, and forestry, pulp and paper exhibit the legheporting rates, although the most
marked increase in reporting activity is in theafigial sector, which has traditionally

lagged behind the others.

Baskin (2006) noted little difference in the importe firms place on social reporting
regardless of the level of development of the aguirt which the firm operated.
Porter and Kramer (2006) concluded that busineas=snore willing now to social
disclosure, but lack guidance on how to prioritszeeial issues and what to report.
This issue remains germane as American companigstte value reporting at the
bottom line level while European companies tendejoort at the relationship level
(Hartman, Rubin & Dhanda, 2007), suggesting thedné® a more common
approach. Research and empirical examination hizsedf the following types of
reporting suggestions for business: Results arks rassociated with operational,
social and environmental issues; CSR and outcomdsstakeholder relationships;
Company performance in pollution, health and safethild labor and the

environment.

Additionally, guidance is provided by the Global geeing Initiative (GRI)

Sustainability Reporting Guidelines, adhered tall§00 companies in 35 countries,
the Global Compact, Social Accountability 8000 gtmals, AA 1000 (Institute of

Social and Ethical Accountability). Relatedly, unglaning corporate reporting
initiatives and published guidelines have origidatem supranational bodies, such
as United Nations Environment Program (UNEP), NatloGovernments, business
and industry associations. International accountiimgs have been heavily involved

in verification and consultancy work, whilst natdnprofessional bodies have
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2.1.6

actively promoted research in the area for examfpiie, UK's Association of

Chartered Certified Accountants (ACCA), which, amstnmany initiatives, launched
an Environmental Reporting Awards (ERA) scheme 9811and more recently has
grown to encompass the social and sustainabilipprteng dimensions. In reality,
firms need only look to the industries in which ytheperate for social reporting

guidance (Waddock et al., 2002).

Issues of measurement have always related to miegsam intangible (social good)
while organizations were comfortable only measurimgncial performance. The
issue of assessing profitability is fairly cleat-evhile assessing social responsibility
is not, and studies have cited questionable indekascial responsibility (Aupperle
et al,, 1985). Despite these difficulties, accelgtamethods of assessing CSR
performance in firms have been proposed. The usanoéthical scorecard as an
extension of the balanced scorecard is supporte8gijer (2000) as a method of

accounting of interested stakeholders beyond shhtefs and customers.

Benefits of Corporate Social Responsibility

Wood (1991) described the ideal objectives of Ci$R firm as: institutional (uphold

the legitimacy in society of the business), orgatianal (improve the fit of the

organizations with the environment), and moralézhi(create a culture of ethical
choice). Wood's model, when merged with Carroll'suf areas of corporate
responsibility, help to identify specific businessitcomes associated with each
objective, providing clearer guidance to leadergarding CSR objectives and

benefits. Typical examples of CSR practices includ®ritable contributions,
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community education, healthcare and environmentagrams. Some of these are

activities mandated by law, but most are simplyeetations society has of business.

Managed social responsibility has a number of benahd these are both economic
and non-economic. Intangible benefits (non-econdmpignarily relate to consumer
expectations and firm reputation and are numerows example; creation of
reputational capital, attractiveness as a potergiaployer, and more favorable
impressions of the firm products. These benefite ba logically explained by
comparing CSR expenditures to Research & Developmamd advertising
expenditures, all serving to build brand equity aegutation, integrate companies
into the fabric of their local communities as wel allow the firm to charge a
premium price and ultimately lower the firm’s castcapital (Gardeberg & Fombrun,

2006). In detail, managed CSR brings about thewoilg benefits;

Enhancing Organizational Reputation

From theoretical and practical perspectives, omgitinal reputation ranks as one of
the most important mediating variables linking C$® business performance
(Fombrun and Shanley, 1990). Because of their ownahconvictions and value
systems, customers and suppliers may be, or becomme willing to deal with
companies with a good CSR track record. ‘Ethicakstors’ may be willing to pay a
premium for stocks of companies with high CSR disales (Anderson and Frankle,
1980). Thus, when studying external reputation at$feit may be important to
consider information intensity and consumer deaigimcesses (Schuler and Cording

2006).
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Employees may show more goodwill toward their highCSR employer, an
indication that reputation effects are not onlyeemal but internal as well and,
because of increased organizational commitmentiasid motivation, produce better
results and demonstrate more organizational cizign behaviors (Davis, 1973,;
McGuire et al, 1988). The external and internal effects, inraggte, could explain
an increase in financial performance as a conseguehincreasing CSR, mediated

by organizational reputation.

Boosting Sales revenue

Probably the most direct explanation of a positeféect of CSR and business
performance is the view of CSR as a revenue geasrerag¢specially in the long run.
Firms that enjoy favorable reputations for theilRCi®ay be able to charge premiums
for their products and services (Augetr al, 2003). Consumers may value social
responsibility so highly that they are willing t@yp more for products and services
from socially responsible companies. In additioncbnveying important information
about how products have been manufactured in aalgpodr environmentally
responsible manner, companies may increase mdraet gelative to competitors that
are poor corporate citizens (Miller, 1997). Whetliee effect is through increased
prices or a larger customer base, CSR may helptiseness generate more sales
revenues. Certain customer segments (e.g. merobémnesty International, older
women, or Generation Y) have been found to be ngllio pay premium prices for
products from high — CSR firms, but these purcl@sitecisions may not be

generalizable to the whole population of consuni@ugieret al, 2003; Read, 2004).
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Reducing Business Risk

Firms may also financially benefit from CSR becaiigends to reduce business risk
(Orlitzkly and Benjamin, 2001). CSR can decreassrass risk by allowing firms to
anticipate environmental upheavals more effectivdding, 1995). Good CSR is
typically characterized by effective environmerdgasessment (Wood, 1991), which
helps companies address stakeholder concerns praair interactively (Waddock,
2002). By balancing a multitude of stakeholder @wns, firms can potentially lower
their legal costs because it is precisely the uresded stakeholder concerns that

usually turn into lawsuits against neglectful comipa.

There is strong evidence that the higher a firmjsutation for its CSR, the lower the
business risk (Orlitzky and Benjamin, 2001). That CSR and business risk have

been found to be inversely correlated.

Attracting a More Productive Workforce

Firms with high CSR may also attract better empdsyeThere is some empirical
support for this explanation (Backhaetsal, 2002, Greeningt al, 2000). CSR may
serve as a signal to potential applicants thabtiganization is a socially responsible
employer and upholds ethical values. This associabietween CSR and company
attractiveness as an employer has been found atr¢famizational level (Turban and
Greening, 1997) as well as the individual levelaoflysis (Backhaust al, 2002,
Greeninget al, 2000). When competitive advantage increasinglyethds on a quality
workforce (Huselid, 1995), a large labor pool framhich to select employees is
usually beneficial to companies. Companies with &R inadvertently restrict the

labor pool from which they can recruit by appearingattractive to potential job
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applicants and, thus, are at a human resource @mbmic disadvantage relative to

companies with high CSR (Orlitzky, 2007).

Increasing Rivals’ Costs

A company may become relatively more efficient ooty by decreasing its own
costs but also by raising competitors’ costs. Tauslated resource-based argument
focuses on the effects of CSR as a political gigatd increase rivals’ costs
(McWilliams et al, 2002). High-CSR firms can try to make their nshnology an
industry standard through which they effectivelystriet access to substitute
resources. It can be shown that companies, eslydaiaje ones, can use occupational
safety and health as well as environmental reguiatistrategically to raise rivals’
costs. Some organizations may concentrate on thasal or environmental criteria
that they already find relatively easy to meet xxeed, and then push their various
stakeholder coalitions for broader adoption of éhpslicies in their organizational
fields. Strategic actors will adopt those CSR pcast that make the firm — specific
resources valuable, rare, and costly to imitateorider to render the company’s

competitive advantage more sustainable.

Improving Internal Resources and Skills (Efficiency

Advocates of the internal — resources view of CSRdist that CSR enhances
managerial competencies with respect to the effiaise and allocation of resources
(e.g. accounting return measures such as returrassets or return on equity).
Increased internal efficiencies may directly tratelinto savings from higher CSR
(Holliday et al, 2002: 83 — 102). Also, CSR may help top managemevelop better

scanning skills, processes, and information syst@meh increase the organization’s
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anticipation of, and preparedness for, externahgha or turbulences. Know — how
with respect to corporate environmental performdra® been argued to be especially
important in growing industries (Russebal, 1997). According to this view, whether
CSR measures are disclosed or not is largely uaele because organizational
learning and the development of internal capabéditido not depend on the

communication of the corporation’s commitment toRQ8 various stakeholders.

Contribution to Public Policy Objectives

The European Commission (EC) recognizes that CSR mlay a key role in

contributing to sustainable development while egi@n innovations and

competitiveness, thereby also contributing to enygbdity and job creation. From its
contribution to the March 2005 Spring Council, iemmission believes CSR can
contribute to a number of public policy objectitescreate a public climate in which

entrepreneurs are appreciated not just for makiggaal profit but also for making a

fair contribution to addressing certain societadlgnges. The Commission believes

CSR can contribute to policy objectives such as;

* More integrated labour markets and higher levels sotial inclusion, as
enterprises actively seek to recruit more peogmfdisadvantaged groups;

* Investment in skills development, life-long leamgpiand employability, which are
needed to remain competitive in the global knowéedgonomy and to cope with
the ageing of the working population in Europe;

* Improvements in public health, as a result of vidmypinitiatives by enterprises in
areas such as the marketing and labeling of foddhan-toxic chemicals;

» Better innovation performance, especially with reg@ innovations that address

societal problems, as a result of more intensivieraction with external
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stakeholders and the creation of working envirorisiemore conducive to
innovation;

* A more rational use of natural resources and redlleeels of pollution, notably
thanks to investments in eco-innovation and to tlduntary adoption of
environmental management systems and labeling;

« A more positive image of business and entrepren@ursociety, potentially
helping to cultivate more favorable attitudes tadgaentrepreneurship;

» Greater respect for human rights, environmentalteptmn and core labour
standards, especially in developing countries;

- Poverty reduction and progress towards the MillermiDevelopment Goals

(MDGs)

BUSINESS OPERATIONS

Business Operations defined

Business Operations are primarily concerned witlakimg the most efficient use of

whatever resources an organization has so as towaphe goods and services their
customers need, in a timely and cost effective raen(Adam and Ebert, 1997).

Business Operations are ideally guided by competiand market forces in the

industry together with the economy and efficienéyh@ conversion process. Indeed,

these provide the basis for business sustainability

For smooth flowing business operations, all thecfiams of the business must play a
role to this effect. Ultimately, an analysis of fmemance could be got by indicators
such as turnover, number of employees and the lefeimanagement control

exercised over the conversion process, (Ricky @rdéhd Ronald Ebert, 1999). It is

important for staff to continuously seek operatiomaprovements and refinements
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through recycling waste and operating effective deti@eping and maintenance

services around the workplace.

Management Accounting and Business Operatien

Business Operations, complex as some may be, hgeects that can, to an extent, be
reflected in measurable terms. Accounting, thetifleation, measurement, valuation,

processing and reporting of costs and benefitsdispensable if decision making is to
occur. The management accounting system, at a mmjnprovides information

concerning activities undertaken, and on the crstisbenefits of business operations.

Inherent limitation in the traditional accounting function

Although other reports are used in conjunction wille management accounts,
additional cost information especially as regar®&RCeffect is usually unavailable.
Typical accounting systems provide limited datapooduct costs to make strategic
decisions on price (driven by the market), prodact and volumes. Their structure
provides no data on CSR costs leaving middle managewith no information on
the CSR aspects and effects on business activiBesritt and Schattegger, 2002).

This has obvious implications for the subsequentrobof CSR costs.

BUSINESS PERFORMANCE

Business Performance incorporates financial andfimamcial success of an entity.
Every business has to put in place a system of umegsperformance where set goals
are compared to feedback from agreed upon indEatdr typical performance

measurement helps businesses in periodically gettinsiness goals and then

providing feedback to managers on progress towdolse goals. The time horizon
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for these goals can typically be about a year ss l®r short-term goals or span

several years for long-term goals (Simmons, 2000).

Financial performance measures are derived fromirectly related to the chart of
accounts and found in a company’s financial statesaéNon-financial performance
measures such as customer satisfaction scoresdaugirquality measures are outside
the chart of accounts. The balanced scorecardfinadcial ratios are some of the

widely used approaches in business performanceurarasnt.

Balanced Scorecard

The balanced scorecard emphasizes the need tadprav@nagement with a set of
information which covers all areas of performanoean objective and unbiased
fashion. This approach to performance focuses d@h boancial and non financial
information and covers areas such as profitabildystomer satisfaction, internal
efficiency and innovation (Kaplan & Norton, 1992he balanced scorecard focuses
on the four different perspectives to give managerd other stakeholders a more
“balanced” view of organizational performance agva in table 1 below;

Table 1: Balanced scorecard matrix

Perspective| Question Explanation Measures
Customer | What do Gives rise to targets that * Product/service
existing and new matter to customers: cost, attributes
customers value| quality, delivery, inspection,| « Customer
from us? handling and so on relationships
* Image and
reputation
Internal What processes| Aims to improve internal * Develop
Business | must we excel a] processes and decision products &
to achieve our | making services
financial and * Deliver products
customer & services
objectives? « Post-sales
services
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Innovation | Can we continug Considers the business » Employee
and to improve and | capacity to maintain its capabilities
Learning create future competitive position through « |nformation
value? the acquisition of new skills| system
and the development of new capabilities
products « Motivation
* Empowerment &
alignment
Financial | How do we Covers traditional measureg « Return on capita
create value for | such as growth, profitability | « Improved
our and shareholder value but s| shareholder
shareholders? | through talking to the value
shareholder (s) direct. « Asset utilization

Source: Kaplan and Norton, 1992.

Performance targets are set once the key areampoovement have been identified,
and the balanced scorecard is the main monthlyrtreploe scorecard is ‘balanced’ as
managers are required to think in terms of all fqerspectives, to prevent

improvements being made in one area at the expdrasether.

Ratio Analysis

Ratio Analysis helps to analyze the success, fgiland progress of a business.
Calculation of ratios enables the business staklem®lto spot trends in a business and
to compare its performance and condition with tkerage performance of similar
businesses in the same industry. Comparisons shmulchade with ratios of other
businesses similar to the entity and also with ehnéity’s own ratios for several
successive years. Ratio analysis may provide thémpbrtant early warning
indications that allow management to solve busimpesblems before the business is

destroyed by them (Kaplan Publishing, 2010).

Pandey (1999) points out that a firm must havea, gnd that it is generally agreed

in theory that the financial goal of the firm shdube maximization of owner's
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economic welfare. In its endeavor to do so, a Btmuld earn sufficient return from
its business operations. However much companies diféar in the products and

services they offer and their corporate structue @ulture, they all seek to maximize
profit and have a relatively good financial perfamge. Ratios indicate the firm's
overall effectiveness of operations (Pandey, 19R8jios can be classified into three
main groups, summarized in table 2 below.

Table 2: Ratio types classification

Type Reflects Examples

Profitability Performance of the entitye Return on capital
and its managers, including employed
the efficiency of assete Gross profit %

usage. * Inventory turnover
* Receivables and
payables days
Liquidity/Gearing Financial structure and Gearing
stability of the entity. e Current and liquidity
ratios
Investment Relationship of the number Earnings per share

of ordinary shares and their  Price/earnings ratio

price. to the profits; « Dividend yield
dividends and assets of the pividend cover
entity.

Source: Kaplan Publishing, 2010.

» Net assets per share

Financial information (including measures of pemiance) is relevant if it meets the
decision making needs of users. Most users ofittantial statements are concerned
with return on capital employed, profit marginsageg and liquidity. It is normally a
good idea to calculate a variety of ratios thatezall the main areas of profitability,
liquidity, working capital management and gearingeg the various multitudes of
stakeholders and their needs for example; Invesamd potential investors are
primarily concerned with receiving an adequaterretan their investment, but it must

at least provide security and liquidity; Credit@iee concerned with the security of
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their debt or loan and therefore evaluate the caoyipaiquidity to determine the
amount and period of credit they consider prudktegnagement are concerned with
the trend and level of profits, since this is thaiimeasure of their success; Bank
managers and financial institutions, employeesfessional advisors to investors,
financial journalists and commentators are intexksh liquidity, profit potential, or
ownership of a company (Kaplan publishing, 2010ndeg, 1999). Table 3 and 4
presents profitability and liquidity ratios

Table 3: Profitability ratios

Ratio Calculation Meaning

Gross Profit Gross Profit Gross Profit generated

margin Sales Revenue per $ of sales

Operating Profit | Profit from Operations Operating Profit

margin Sales Revenue generated per $ of sales

Net Profit margin | _Net Profit Net Profit generated per|$

Sales Revenue of sales

Asset Sales Revenue Revenue generated per| $

turnover/utilization| Capital employed of assets i.e. efficiency of
assets

Return on Capital | Profit before interest Efficiency in generating

Employed Capital employed profits from resources.
Return on capital
employed reflects the
earning power of the
business operations. It |is
seen as a key measure|of
financial performance.

Return on Profit attributable to shareholders’rofit  generated  for

shareholders’ Shareholders’ funds shareholders per $

funds invested by shareholders

Source: Kaplan Publishing, 2010.
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Table 4: Liquidity ratios

Ratio

Calculation

Meaning

Current ratio

Current assets
Current liabilities

Are there enough current
assets to pay current
liabilities? A generally
acceptable current ratio jis
2t01

Quick ratio

(Current assets — Inventory)
Current liabilities

Are there enough ‘quick’
assets to pay current
liabilities? The Quick
Ratio is a much more
exacting measure than the
Current Ratio. An acid-
test of 1:1 is considered
satisfactory

Inventory turnover
days

(Inventory x 365)
Cost of sales

How long will inventory
is held before being sold

Receivables days

(Receivables x 365)
Credit sales

How long customers take
to pay

Payables days

(Payables x 365)
Credit purchases

How long entity takes to
pay suppliers

Source: Kaplan Publishing, 2010.

An entity’s management of its working capital (interies, receivables and payables)

affects its current and quick ratios. A generalestation about the liquidity ratios is

that the higher they are the better, especiallfhé business is relying to any

significant extent on creditor money to financeetss

Gearing ratios

Gearing is the relationship between a company’stg@apital and reserves and its

debt. The more debt finance an entity has, theemnigh gearing ratio. Entities need to

balance their capital structure between debt andgtyedjinance. Gearing affects the

creditworthiness of the company and the potengalirn to ordinary shareholders

(Kaplan publishing, 2010).
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High gearing is considered risky for entities asytmay face difficulty in meeting
interest and debt repayments. They are also liteelgncounter problems in raising
further finance. However, higher gearing can alsadiit shareholders if the entity
becomes more profitable, as earnings of a highreye company are more sensitive
to profit changes. Below are some of the gearitigsa

Table 5: Gearing ratios

Ratio Calculation Meaning

Gearing Long-term debt Is company reliant on
Shareholders’ funds debt or equity?
Or

Long-term debt
Shareholders’ funds + Long-term debt

Interest Profit before interest and tax How many times can
cover Interest expense interest be paid?
Source: Kaplan Publishing, 2010.

I nvestor Ratios

Most investors are likely to be interested in eagsiper share, which is seen as the
key measure of an entity’s financial performanche Pprice/earnings ratio is also
important to most investors and is the most widedgd stock market ratio. It is an
indicator of confidence in an entity’s future prests and so is likely to be a factor in
investment decisions. Below are the different inmesatios.

Table 6: Investor ratios

Ratio Calculation Meaning

Price Price per share Are shares relatively cheap pr
earnings Earnings per share expensive? The higher this
ratio ratio, the faster the growth the

@

market is expecting in th
entity’s future EPS.

Earnings per Profit attributable to shareholders Profits earned per share
share No. of shares
Dividend Profit before dividends Are dividends vulnerable tp
cover Dividends fall in profits?
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Dividend Dividend per share Dividends in relation to price
yield Price per share
Source: Kaplan Publishing, 2010.

Other measures of performance

In recent years, investment analysts have devel@edimber of new financial

performance measures. These attempt to overcomignitegtions of traditional ratios,

such as earnings per share and return on capitalbged. These include: Earnings
before interest, tax, depreciation and amortiza{ieBITDA) and Economic Value

Added (EVA).

The calculation of the ratios makes it easy for aggment and other stakeholders to
identify trends in a business and to compare itgm@ss with the performance of
others through data published by various sourdés.thus possible through ratio

calculation to determine the business's relatirengths and weaknesses.

Ratio interpretation

As already mentioned in section 2.3.2, ratios aseduto assess the financial
performance of a company by comparing the calcdldigures to various other

sources including non-financial information. Conmipans may be made to previous
years’ ratios of the same company, to the ratiosiraflar rival company, to accepted

norms or to industry averages (Kaplan Publishifd,03.

Past financial performance of the company
Comparing analytical data for a current period wstmilar computations for prior

years affords some basis for judging whether trsitipo of the business is improving
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or worsening. This comparison of data overtimedmetimes called horizontal or
trend analysis, to express the idea of reviewing dar a number of consecutive
periods. It is distinguished from vertical or staginalysis, which refers to the review

of financial information for only one accountingroel.

I ndustry standards

The limitations of horizontal/trend analysis may beercome to some extent by
finding some other standard of financial performeaas a yardstick against which to
measure the record of any particular firm. The gact may be a comparable
company, the average record of several companieh@nsame industry, some
predetermined standard. However, differences im@atiing methods may lessen the

comparability of financial data for two companies.

King 11l advocates for integrated reporting as a/wé informing stakeholders on the
company’s operations to society and environmenecHBipally, ratios integrate all

areas of performance reflecting on the choices nratlee strategic decisions adopted
by the company and this helps guide investors eir tecision making as regards

return on investment thereby fulfilling managemsmbligation to investors.

EFFECT OF CSR ON BUSINESS OPERATIONS AND PERF&MANCE.

In a typical organization, it makes good businessss to fully integrate the interests
of all the stakeholders into corporate strateggesoser the long term, this approach
can generate more growth and profits. CSR may eatlout financial value, but the
value derived from sound governance, transparguurtieg, satisfied employees and

customers and the overall integration of stakehsldato a productive whole -
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corporate community. CSR has brought forth a nuroberitiatives, which find ways
to make a better link between social and finanpiformance (Wood, 1995). In
essence, there is a need to align social prioritedle focusing on bottom-line

imperatives.

Historically, business success was measured agdiaesbarometers of the Income
Statement and the Balance Sheet, indicating effeatieasurement of revenue and
expense streams as well as use of assets and.efuitys continue to use such
measures but are beginning to realize profit dagsnuicate value. Many profitable
firms have seen their stock price and market vahenk or remain mired in
mediocrity (Bishop & Beckett, 2000). Shareholdelueais a poor measure of firm
performance in key areas of the business includingployee retention, ethnic
diversity, competitive practices and the environtmefhese firm performance
indicators have long been associated less with financial performance and more
with the concept of firm sustainability or stewdrqs (Porter & Kramer, 2006).
Marquez and Fombrum (2005) concluded that “Earfgref to assess the extent to
which some companies are ‘socially responsible’ atinérs are not, have given way
to more focused analysis of the business riskscaged with specific production

activities, service sectors and management prattice

Business Operations and Performance of an orgamzamportant as they may be,
need to be planned for with social responsibility mind. Triple Bottom Line -
Reporting not only traditional financial performanmeasures, but also environmental
and social indicators in order to assess the fiiice of a company's activities

provides a broad range of information about finahand non-financial aspects of an
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organization's social performance (Davis, 2004)edmated reporting, a holistic and
integrated representation of the company‘s perfacean terms of both its finances
and its sustainability is now a recommended priecyhich can take the form of a
single report or dual reports (King Ill, 2009). igitll was of the view that integrated
sustainability performance and integrated reporgngbles stakeholders to make a
more informed assessment of the economic valuecohgany. Reporting should be
integrated across all areas of performance, réfigthe choices made in the strategic
decisions adopted by the Company, and should ieatagdorting in the triple context
of economic, social and environmental issues. Titegrated report should describe
how the company has made its money; hence the teedntextualize financial
results by reporting on the positive and negatinpact the company‘s operations had
on its stakeholders. It is important for sustaifigbireporting and disclosure to
highlight the company‘s plans to improve the possi and eradicate or mitigate the
negatives in the financial year ahead (King 11090 The discipline of measuring

these risks can yield valuable management infoongavis, 2004).

Extensive research over the last 30 years on tfextedf firm social actions on
business performance have shown both a positivenagdtive correlation between
CSR and firm financial performance, and in someesanixed results (Margolis and
Walsh, 2003). Pava and Krausz (1996) examined Qdiest of corporate social
performance and business performance between 18@21892, finding that 12
demonstrated a positive association, eight showeeassociation, and only one study
indicated a negative correlation. The results oéséh examinations indicate
uncertainty in predicting purely positive CSR angibess performance correlations.

Pava and Krausz (1996) summed the findings weéithting that while not all studies
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prove high-CSR firms perform better, there is emmke that such firms perform at
least as well as lower-CSR firms. In the earliedss of the 1980s, Uliman (1985)
researched on the aspect of CSR and Business arfoe focusing on firm
disclosure of CSR practices and effect to businem$ormance. In an empirical
review of five studies (mostly associated with thsing pollution and emission
levels), Ullman received mixed results, with twonfs showing positive financial
performance as a result of the disclosures, twevsttpno correlations, and the fifth
demonstrating a negative correlation. Ullmann (398%8ed that despite these results,
the broader view is one of disclosure being necgstéirms are to achieve strategic
goals related to additional financing or accesfinancial markets. A final focus of
Ullman’s research related to whether a firm coulacfice too high of a level of CSR
and the effect such a strategy might have. Ullm@®85) argued that the amount of
resources needed to obtain a high CSR level withakely have a negative effect on

business performance.

Scholars as above have argued that a positive auhtime effect of social

responsibility on financial performance exists. M@ et al (1988) cite the argument
that a firm perceived as high in social responisybinay face relatively fewer labour
problems or perhaps customers may be more favodighosed to its products and

this builds up a bigger market for the products emstomers hence sales.

It would be unrealistic not to acknowledge thatstens will exist between business
performance and social responsibility goals as @onigs most of the time exist to
deliver increasing value to their shareholdersedirian (1970) claims that, business

has only one social responsibility and that is @ximize the profits of its owners.
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However, shareholders are showing an increasingrast in the CSR effects of
business performance. This raises the prospectint@tthe future companies with

relatively poor CSR performance will find themselv&arved of investor's funds in
just the same way as they would if they turnedaorgdinancial performance results.
As has been written, what can be conceived asadkmEsponsibility” can range from

simply maximization of profits, to satisfaction stakeholders' social needs, or
fulfillment of social contractual obligations, fillinent of a firm's needs, achievement

of a social equilibrium - depending on the stamteh (Balabanis, 2003).

According to Ullman (1985), financial Profitabilitpnd Social responsibility are
positively related - profitable firms are bettercisd performers. Cyert and March,
(1963) agrees to Ullman’s view on this positiveateinship stating that well-to-do
companies can afford positive social performancecotding to this view, a firm’s
economic performance affects its capability to utede programs to meet social
demands. Thus firms need excess resources to li gpmial performers because
social performance involves substantial costs,amny firms with these resources are
capable of absorbing these costs. Marcus, (19@3}rihtes the positive effect of CSR
on Corporate performance citing that firms thatehavgood effect on society are also
highly profitable. According to this perspectiveogl social responsibility contributes
to profitability i.e. it pays to be good. Alexandand Buchholz, (1978) state that
socially aware and concerned management may poHseskills needed to run a
superior company in the traditional finance sefi$ese skills may be sensitivity to
outside forces and creative adjustments to extepnatsures. Similarly, social
responsibility may benefit the corporation by ciegitgood will, (Cornell & Shapiro,

1984) and may raise employee morale and resulhéreased productivity; fewer
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strikes and work stoppages may more than offsebtiier costs associated with being
socially responsible(Marcus, 1993). AlternativeySR activities might improve a
firm's reputation and relationship with bankerseistors and government officials
which may well be translated to economic beneftdirm's CSR behavior seems to
be a factor that influences banks and other in&iital investors' investment
decisions. Thus, a high CSR profile may improvera'é access to sources of capital,

which in the end is transformed into good finanp@tformance.

The core idea is that corporations and society m¢ma one another for their well-
being, so the cooperation between corporationssacgbty is mutually beneficial in
the long run. Although CSR may not produce immediznefit in terms of financial
outcome and there are no unambiguously proved téinkage between CSR and
Profit, the interaction between the two spheresnexessary and useful for

corporations (Wallich and McGowan, 1970).

Those who have theorized that a negative effecoafal responsibility on business
performance exists have argued that a high invegtimesocial responsibility results
in additional costs. According to McGuiet al (1988), the added costs may result
from actions such as "making extensive charitabtntrdoutions, promoting
community development plans, maintaining plants doonomically depressed
locations and establishing environmental protecpoocedures”. These costs might
put a firm at a financial performance disadvantagmpared to other, less socially

responsible, firms (Lyall, 2003).
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Taking care of the different stakeholders in regarusiness operations can provide
a broad range of information about financial andh-fipancial aspects of an
organization’s environmental and social performarManaged social responsibility
can generate information about how the use of ressuwith environmentally and
socially related effects affects the financial piosi and performance of organizations
and how organizational operations affect environtaleand social systems (Burritt

and Schaltegger, 2002).

Conclusions from the research into the effect ofRCBractices on business
performance are numerous. The need for additi@sdarch is evident as the results
remain mixed. Higher profits have simply not emerder all firms practicing CSR.
There remains a need for large-scale and secoddamyanalysis of the effect of CSR
on firm value(Lou & Bhattacharya, 2006). Measures of businesfopaance must be
constructed using multiple accounting and markeasuees, examined over time, to
add to the wealth of single-variable measurememntiss of the last 30 years (Margolis
& Walsh, 2003). It's on this premise that the reskar sought to establish what effect
Corporate Social Responsibility has on Businessr&@joms and Performance using

the Vision Group and Uganda Clays Limited (UCL)ase studies.

SUMMARY OF THE LITERATURE REVIEW

Managed social responsibility can generate infoilonatabout how the use of
resources with socially related effects affects @perations and performance of
organizations and how organizational operationgcafsocial systems. (Hahn and

Schalteger, 2002).
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Research opportunities into the link between CSR lausiness performance center
primarily upon the need for multiple measures afaficial and non financial

performance and the duration of the time periodyaed. Business performance is
better assessed considering the effect on a nuwibé&nancial measures beyond
simple profitability. Additionally, CSR practicesarc and often do affect business
performance negatively, especially in the shontateddditional research of the long-
term financial effect of CSR practices can providea more accurate view of the
relationship between how a firm fulfills the CSR pegtations of multiple

stakeholders while generating the business perfaceaxpected by shareholders,

potential investors and the financial markets.

As sustained growth in business performance isiragoy goal for most managers,
trends in accounting-based measures are frequamlyd in evaluating the
performance of management. Given that in periodsowaf profitability economic
demands may have priority over discretionary socesdponsibility expenditures,
satisfactory business performance may have a tkefinfluence on the level of
support top corporate decision makers can commitutore social responsibility
activities (Ullmann, 1985). Based on this arguméntan be suggested that a positive
effect of CSR on business operations and performamould exist (Cornell and
Shapiro, 1987). In addition, for any evaluationrG8R for financial and non-financial
benefits to the organization, clarity around whanstitutes CSR practices or actions

is needed (Kaspert, 2008).
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CHAPTER THREE

RESEARCH METHODOLOGY AND METHODS

3.0 INTRODUCTION
A research design provides a framework for theectibn and analysis of data and
can be in various forms; experimental, cross-seatjolongitudinal, case study or
comparative research design. The choice of resadgsign reflects decisions about
the priority being given to a range of dimensiofighe research process (Bryman,
2004, pg 27). As highlighted by Collis and Huss@903), Vogt (1993, pg 196)
defines research design as the “science (and drtplanning procedures for
conducting studies so as to get the most validirfggf. A proper research design

gives a detailed plan that a researcher can ugeide and focus the research.

This chapter is intended to acquaint the readdr thi¢ procedures that the researcher
followed when carrying out the study. It descriibe research methodology and

methods adopted for this study thereby explainirgresearch design.

3.1 RESEARCH PARADIGMS

Paradigms broadly refer to how research should tedwucted. They offer a
framework comprising an accepted set of theoriethods and ways of defining data
(Collis and Hussey, 2003). Creswell (1998, pg &fnds paradigms as a basic set of
beliefs or assumptions that guide researchers’iiiegu These assumptions relate to
the nature of reality, the relationship of the eesber to what is being researched, the
role of values in a study and the process of rebe&ollis and Hussey (2003, pg 47)

identify two main research paradigms; Positivisiod phenomenological. The
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paradigm a researcher adopts has great importamceghé methodology as it

determines the entire course of the research projec

Positivistic Paradigm

The positivistic approach according to Collis andskey (2003) seeks the facts or
causes of social phenomena, with little regardéosubjective state of the individual.

The two authors further contend that with positigiseasoning, logical reasoning is

applied to the research so that precision, objiggtand rigour replaces hunches,
experience and intuition as the means of investigatesearch problems. Bryman
(2004, pg 11) defines positivism as an epistemokdgposition that advocates the
application of the methods of the natural sciertoethe study of social reality and

beyond.

Positivism is founded on the belief that the studyhuman behavior should be
conducted in the same way as studies conductdwindtural sciences. It is based on
the assumption that social reality is independéntsand exists regardless of whether
we are aware of it. Collis and Hussey (2003, pgd&#jclude under positivism ‘the
act of investigating reality has no effect on thatlity’. In the same line as
highlighted by Wanyama (2006), Burrell and Morgd®49) note that the term
positivism can be used to describe epistemologigEshwseek to explain and predict
what happens in the social world by searchingégutarities and causal relationships
between the constituents; these reflect traditioesgarch approaches which dominate
the natural sciences. The positivistic paradigmuantitative, objectivist, scientific,

experimentalist and traditionalist.
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3.1.2 Phenomenological Paradigm
Collis and Hussey (2003) explain phenomenologicaalagigm as concerned with
understanding human behavior from the participaoti® frame of reference. It's a
qualitative approach that stresses the subjecsipecs of human activity by focusing
on the meaning, rather than the measurement, oélspkkenomena. Considerable
regard is paid to the subjective state of the iiddial. A reaction to the positivistic
paradigm, it is assumed in this approach that soe#ity is within us; therefore the

act of investigating reality has an effect on teatity.

Wanyama (2006) highlights Burrell's and Morgan’s978) argument that the
common characteristic of the interpretive paradignto attempt to understand and
explain the social world from, primarily, the poiof view of the actors directly
involved. Burrell and Morgan conclude that “theeirretive paradigm is informed by
a concern to understand the world as it is, to tstded the fundamental nature of the

social world at the level of subjective experience”

The research methods used under this approachaarearray of interpretative
techniques which seek to describe, translate ahedrwise come to terms with the
meaning, not the frequency of certain more or tedsrally occurring phenomena in
the social world’ (Van Maanen, 1983, pg 9). The mdmenological paradigm is
qualitative, subjectivist, humanistic and interpret It's also referred to as the

interpretivist paradigm (Collin and Hussey, 2003).
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3.2

RESEARCH METHODOLOGY

Collis and Hussey (2003, pg 55) define researchhauetiogy as the ‘overall

approach to the research process, from theoretigdrpinning to the collection and
analysis of data’. There are quite a number of odlogies depending on the type of
paradigm chosen for research as highlighted inarekeparadigms under Section 3.1
above. Phenomenological methodologies would belainm Burell and Morgan’s

(1979) subjective dimension while the positivistiould relate to the objective type
(Wanyama, 2006). Verily, different methodologies t& used for research by way of

triangulation (Collis and Hussey, 2003, pg 78).

A mixed methods approach using existing/archivabrds and a survey to collect and
analyze both quantitative and qualitative data arpGrate Social Responsibility
(CSR) practices and Business Performance was uHeel first stage of the study has
been a review of the existing literature as showrChapter 2 of this study. The
literature review highlights the case for and tieothat explain CSR on one part and
the business operations and performance measur@emeheé other part. It concludes

with an analysis of the effect of CSR on Businepgsr@tions and Performance.

The research methodology was cross-sectional, rsgékigather data only at the time
of the survey; however a multiple year approach wgesl to correlate annual business
performance with CSR practices from FY 2005/2006uph FY 2009/2010 of two
different identified case study firms. The selectedthodology for this research is
appropriate to the intent of the study scope. Mesmant of business performance
was performed by examining secondary data sources teends; however, a

customized interview guide survey approach was exed collect data representing
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3.3.1

respondent’s likely decisions as regards CSR aneffiect on business operations and
performance. Corporate annual reports, as wetloaspiled financial measures for

the selected firm were used for analysis of pertoroe for the 4 year period.

Quantitative and qualitative approaches are apj@@pto answering the research
guestions proposed. The quantitative collection andlysis of existing financial

records is necessary for multi-year comparisorsetbreported and publicly available
information on corporate social practices of thenfunder study. This approach was
considered for drawing relationship conclusionsMeetn CSR practices or levels in a
given year and overall results across multiple datirs. Data collected was
interpreted for drawing conclusions on the effeEtGSR practices on business

operations and performance.

RESEARCH METHODS

Collis and Hussey (2003, pg 54) define researchhaust as the various means by
which data can be collected and/or analyzed. Pyinsard secondary data was
collected for this study. The researcher identifrgdrviews and questionnaire survey
as the methods of collecting primary data for ttisdy. Documentary review and

secondary analysis was applied to archival/existogrds.

Interviews

Interviews are a method of collecting data in whegtected participants are asked
questions in order to obtain information on isspeff interest and can take a
structured, or unstructured (open ended) form (&eka2004, pg 227). Structured

interviews are those conducted when it's knownhat dutset what information is
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needed and of a list of predetermined questiongdasif everybody in the same

manner with the aid of a formal interview schedule.

In contrast, unstructured interviews are those wilee interviewer does not enter the
interview setting with a planned sequence of quoastto be asked of the respondent.
The type and nature of the questions asked vany inberview to interview (Sekaran,
2003, pg 225). In line with Sekaran, Bryman (200¢,545) describes unstructured
interview as ‘an interview in which the interviewsspically has a list of topics or
issues, often called an interview guide, that gpéctlly covered but with phrasing
and sequencing of questions varying from intervievinterview. Bryman (2004, pg
545) however sets the middle ground by describirggmi-structured interview in
which the interviewer has a series of questions #na in the general form of an
interview guide but is also able to vary the segeeof questions. The interviewer
usually has some latitude to ask further questiongesponse to what are seen as

significant replies.

Semi-structured interviews were conducted for datlection to comprehensively
cover areas discussed in the literature revieviisfresearch with the possibility that
significant other issues could be raised during ititerview. A cross-section of
corporation managers, lawyers, HR administratarspantants and sales & marketing
staff were interviewed from the media and buildmgterials industries depending on
their willingness to participate in the researcéleStion of respondents depended on
their knowledge, experience and engagement in tmeapts of Corporate Social

Responsibility and Business Operations and Perfocama
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3.3.2 Survey Questionnaire

3.4

Questionnaires are an efficient data collectionhmatsm when the researcher knows
exactly what is required and how to measure thebbes of interest (Sekaran, 2004,
pg 236). In the same line as interviews, questivasacan also be categorized as
structured, semi-structured or unstructured. Thénmeason(s) the researcher used
guestionnaire survey alongside interviews was @drifrom questionnaires being a
cheaper option and less time consuming as wellffasirgy possibility of having a

large sample for the study data.

A survey guestionnaire was administered to resputisda a semi-structured form for
the collection of primary data. The questionnaistrument used in this study sought
to understand generally the importance entitiesirppatesigning CSR programs (e.g.,
how important is it to you that the company engagessocially responsible

behavior?) and factors that influence the praafc€SR in Uganda.

STUDY POPULATION

The study population for this study was derivednfrovo case study firms both

publicly traded on the Uganda Stock Exchange (US&®, dealing in media services
and the other dealing in building materials. Tilt population for this study from

the study firms was 120, a population of 15 fromp toanagement, 39 from middle
management and 66 from lower level personnel. Fimese selected to ensure
comparability in size. A sample of respondents walected from these firms and
contact was limited to examination of public finemcand CSR records of the
selected firms. The sample was disproportionatphgad across the different levels

(operational, tactical and strategic) of the cogpions chosen for this study.
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3.6

SAMPLE SIZE AND SELECTION STRATEGIES

Stratified sampling was applied where respondenthe identified population were
subdivided into strata as: Managers, AccountantsimifAistrators, Marketing
executives; each at least representing the diffeoperational levels and business
units of the corporation. As a measure to assuat the different units in the
population had equal probabilities of being chosarstratified random selection
method (Creswell, 2003) was used wherein a disptigoal sample from each of the

entities was randomly selected.

It was planned to have a sample size of 58 respsdeth 50 under questionnaires
and 8 under interviews. The proposed sample coetbrif 8 top management
officials, 26 middle management officials and 24@tional level staff. This number
was chosen because it was thought that it would gufficient data required for this
study. A disproportionate stratified random sangplimocedure was used to select the
sample where; respondents were sorted by levdia@mtanagement hierarchy and a
percentage in each level calculated as 53%(8) tapmmanagement, 67%(26) from

middle level management, and 36%(24) from the djmeralevel staff.

DATA ANALYSIS

Data analysis consisted of separate and distipmoaphes of the variables that were
to be measured. CSR practices were measured tsirdegree of CSR expenditure
in each year as a percentage of gross revenuesbasidess performance was
measured using ratio analysis and descriptive ssitai (calculation of means and
standard deviations) where possible. The balancetesard was embraced for this

study.
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3.8

Trending analysis for each measure of the colledtgd over the 4 year period was
done for the financial measurements and a compangas made with the CSR
variable. This was to shed light on whether CSRetras influence/affect business

performance and determination of any disconnects.

VALIDITY AND RELIABILITY

To ensure validity of the survey instrument, thesescher made sure that the
guestions asked were in conformity with the redeargjectives of the study. These
were rated on a Likert scale; strongly disagresagtiee, neither agree nor disagree,
agree, and strongly agree. A pilot test of the symstrument was conducted and a
calculation using Cronbach’s alpha was computedjémstion reliability assessment.
Use of additional methods for reliability testingasvdeemed inappropriate given the
time constraints. Table 7 shows the results froenghestionnaire reliability test as
below.

Table 7: Reliability Statistics

Cronbach's Alpha N of Items

.839 41

Source: Primary data.

An alpha score of .70 or greater was deemed addemad implied high reliability.

ETHICAL CONSIDERATION

All information used to fulfill the research objes of this research was gained from
publicly accessible sources or directly from thempanies being researched on.
Where contact was required, the researcher appedattie corporation management

using a letter of recommendation from the Univgrsif copy is provided as
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Appendix I.

Respondents were adequately informed about theeguoes of the data collection
and the survey was to remain anonymous (no proviginidentifying the respondent
on the survey questionnaire existed). Both the tqpesaire and interviews were only

conducted with willing respondents.

SUMMARY

This chapter presents the research methodologynatidods adopted for this study. A
cross-sectional methodology was adopted to collethh quantitative and qualitative
data that was used to correlate CSR practices arsihdss performance. Data
collection consisted of interviews and a surveysgjoanaire in modified form to
collect data for this study from 58 stratified randy selected respondents. These

methods were selected because of their convenirribe collection of data.

The key question, one that is central to this ne$eavas “What effect has CSR on
business operations and performance?” The resadropes the methods proposed in
this chapter answered the question posed as wellcasding more justification and

guidance as specified under Section 1.6. Chapteredents the results of the data
collection process as a result of employing theassh methodologies described in

Chapter 3.
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CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

INTRODUCTION

The main objective of this study was to determine éffect of Corporate Social
Responsibility on Business Operations and Perfocmaf CompaniesThis study
seeks to provide knowledge and understanding ab8& and its effect on business
performance for leaders of organizations and hovet b satisfy multiple
stakeholders. This study also seeks to find outhliiactors influence entity CSR

practices and approaches.

The study sought to examine what kind of effect gooate Social Responsibility
practices has on Business Operations and Perfoerainihe selected Corporations.
In addition, the study also sought to establishtitéed of business performance of the

study firms and the factors that influence the ficacf the identified CSR practices.

Data collection regarding factors that influence firactice of CSR and approaches
adopted was undertaken using a survey questiondaieloped by the researcher.
Financial performance data was gathered through etk@mination of existing
statistical and public corporate information fromnaal reports. Use of existing
statistical research is appropriate and recommenigiedNeuman (2005) when
researchers are centered on topics involving infion collected by organizations.
Secondary source research was found appropriateassessment of business

performance for this study.
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This chapter presents the research findings ofsthdy and a discussion of those
findings. All statistical tests were performed wsMicrosoft EXCEL 2003 and SPSS
software programs. Financial data collected wadyaed and annual percentage

changes calculated in key financial measures of@urayear period.

The financial results from FY 2007-2010 for two pcly listed corporations in
Uganda were examined in comparison with the CSRtipess/expenditure in each of
the four years. The researcher sought to identifiethver business operations and
performance moved in tandem with the level of CS&ctices in each firm during
each of the four years. Factors that influence @&igtice and entity approaches were
assessed using the results from the questionnaireeys Commonly accepted
descriptive statistics including measures of cémgradency for frequency distribution
and standard deviation as a measure of variatioe wetermined, as advocated by

Neuman (2003) and Stephens (2004).

The data analysis performed allowed for the re$equestions posed to be answered,

namely:

* What factors influence the practice of CSR in Ugan@orporations?

» What are the different approaches used by Corporsiin their practice of CSR?

* What has been the trend of Business Operations Rerformance of the
Corporations under study over the last four years?

* What is the effect of Corporate Social Respons$jbon Business Operations and

Performance?
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DATA COLLECTION PROCESS

Two publicly listed Corporations in Uganda, one logpin media services and
another in construction materials were selectedtlia study. These were selected
owing to their history as market leaders in thepeesive industries and the
availability of public information pertaining toeir operations and performance. Both
firms have over the years highlighted in their anteports as being socially

responsible and engaged in different CSR activities

Archival data in the form of corporate annual répavere gathered from the public
websites of each of the two companies. Direct ainteas also made with the
different departments of the companies to secui@nration that was not available
for public view on the website. Corporate annuglorés were used to calculate the
five financial measures (Net Profit Margin, Retunm Capital Employed, Return on
Shareholders’ funds, Return on Assets and EarrpegsShare) for each of the study

companies for each year from 2007 — 2010.

Data collection by questionnaire survey relatedhe factors that influence CSR
practices and approaches to CSR by the firms. Asctirporations did not have
sustainability reports produced over the yearsuahoorporate reports were used
instead to corroborate data collected through udsthe questionnaire survey. An
interview guide was also used to collect primaryadltom management where a

questionnaire approach was not possible.

Important to note is that the two corporations wawe being compared to each other,

so the use of differing sources across companigscdnsistent sources within each
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corporation and the resultant differences in soutoeuments were not deemed

significant.

The data collection process associated with theeguused in this research began
with contacting the management of the corporationpermission to access staff and
information deemed not for public consumption. Hesimon was sought and granted
for the researcher to administer a questionnairstdff and also have access to the
budgets and details of the financials of those @@fons. Survey data collection

consisted of development and pilot testing of thwesy questionnaire.

Survey process

The survey questionnaire was administered in JOB/12to a cross-section of staff
including those from Finance, Sales & Marketing,e€@ions, Management and
Administration of the Corporations. The survey disemaire comprised of 13
questions and these were sub-divided into othestopres. In total the questionnaire
had 41 items divided into different sections andevdesigned on a Likert scale
approach. Questions on general issues were askeellass those that focused on the
research questions. The survey questionnaire wseithis research study is attached

as Appendix II.

The questionnaire was tested for functionality weh@ronbach alpha scores were
computed using SPSS. The results from the fundiigrtast are as shown in table 8

below.
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Table 8: Questionnaire functionality test results

Cronbach's Alpha Based on
Factor Standardized ltems N of ltems
Business of business is business Ta71 5
Caring for customers and community 741 4
Profit through caring .908 2
Other Factors 775 5

Source: Primary data.

An alpha score of .70 or greater was deemed adueptar non-clinical research
reliability (Groth-Marant, 2003; Hair, Anderson,tham & Black, 1998). As is noted,
the questionnaire variables displayed alpha scasea group of .804, .740 and .775

respectively.

Study population and sample

The study population in the two corporations tatal@0 of which 50 were randomly
selected to mirror the general population. The sarmp50 respondents comprised 28
respondents from Vision Group and 22 respondemts fganda Clays Limited.
Respondents were 56% male and 44% female. Approsiyna6% of the respondents
were of age 30-39 years, 24% were of 18-29 yeaisl&% were of 40-49 years. 1
respondent didn’t indicate his/her years. In additito the 50 respondents, 7
interviews instead of the planned 8 were held bg of an interview guide in
appendix lll; 2 with the management officials of U@nd 5 with management

officials of Vision Group.

The questionnaire survey respondents were analgred grouped into different
departments, given their importance in the CSRtmes of the corporations under

study. Basic respondent data is as shown in tabkd@v.
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Table 9: Basic respondent data (questionnaire suey)

Gender Freguency Percent

Male 28 56.0
Female 22 44.0
Total 50 100.0
Age range

18-29 years 12 24.0
30-39 years 28 56.0
40-49 years 9 18.0
Total 49 98.0
Missing 1 2.0
Total 50 100.0
Function

Finance 16 32.0
Production 6 12.0
Quality control 3 6.0
Sales and marketing 11 22.0
Management 7 14.0
Others* 7 14.0
Total 50 100.0

Source: Primary data.

*Other functions specified include 4 from Internaldit, 1 from IT and 2 from

Operations.

The interviewees were also analyzed and groupedlifferent departments as shown

in table 10 below.

Table 10: Basic respondent data (interview guide)

Gender Freguency Percent

Male 4 57.1
Female 3 42.9
Total 7 100.0
Age range

18-29 years 1 14.3
30-39 years 3 42.9
40-49 years 3 42.9
Total 7 100.0
Function

Finance 4 57.1
Human Resource and Administration 1 14.3
Legal/CSR Committee 1 14.3
Sales and marketing/CSR Committee 1 14.3
Total 7 100.0

Source: Primary data.
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421

Data analysis

Data analysis associated with financial performanees conducted while the
researcher awaited the completed questionnaireegsinRatios were computed and
analyzed for each of the two companies in the stiedyletermine the degree of
change of each of the five measures of financiafopmance namely; Net Profit
Percentage change year to year, Return on Capitpldyed change year to year,
Return on Shareholders’ Funds change year to jREdurn on Assets change year to
year, and Earnings per Share change year to yeagehin the levels of CSR as a

percentage of revenue.

PRESENTATION OF RESULTS AND FINDINGS
This section deals with the presentation, discusamd analysis of findings obtained
from the data collected using the methodology desdrin Chapter three. Data is

presented in tables and later discussed and awllyze

CSR management

Respondents were asked in questions 5 and 6 ofgulestionnaire whether the

corporations under study had a CSR policy and verethe existent policy was

written down. 94% believed that the study compahi&as$ CSR policies in place and
of these, 70% believed that the policy was writtlawn. Respondents were also
asked in question 11 whether the corporations usidely aligned their CSR practice
with financial priorities and this yielded a meah1010 and standard deviation of
.303. Questions 12 and 13 required responderstate whether CSR was part of the
annual budget and what percentage of the budgetill@sated to CSR. The results

from Question 12 yielded a mean of 1.06 and stahdaviation of .240. Question 13
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results indicated that Vision Group allocates <5Ptheir sales to CSR and Uganda
Clays Limited allocated 2% - 3% of their sales t8RC From the results of questions
11, and 12, one may conclude that the corporatiorger study do not align their
CSR practices with financial priorities, neitherttiey make CSR part of their annual

budget.

The researcher confirmed from secondary sourcdsattisugh attention was being
paid to some social costs, assessment of the dégrewich the costs were being
identified and allocated to specific products angibess processes was not easily
revealed. It was also observed that CSR activitbests were at times allocated to
products generically and at times charged to adination and business promotions

overheads.

Factors that influence the practice of CSRiiUganda Corporations

Question 7 highlighted a number of factors thatlugice CSR practice and
respondents were asked whether they were in agraemith the identified factors.
Statements in this question were rated on the bBtpdkert scale ranging from 1 =
strongly disagree, 2 = disagree, 3 = neither agmedisagree, 4 = agree and 5 =
strongly agree. Item means and standard deviatimesuring a level of agreement
were computed from the respondents’ responseseTabbelow shows respondents’

views on factors that influence the practice of G&Rganda corporations.

69



Table 11: Views on factors that influence the pratce of CSR

Business of Caring for Profit through Other factors
business is customers and caring

business community
Factors that influence Mean | Standard | Mean | Standard| Mean | Standard | Mean | Standard
our CSR practice Deviation Deviation Deviation Deviation

Profit maximization 3.16 1.419

Long-term survival 3.78 1.112

Customer approval 3.74 1.121

Customer loyalty 3.84 1.131
maintenance

Enhancement of 4.32 1.019
corporate image

Addressing community 3.88 1.136
needs

Community 3.90 1.074
acceptance

Better contribution to 4.08 1.027
community welfare

Environmental 3.68 1.168
conservation

Enhanced staff morale 3.60 1.069

Improved staff welfare 3.52 1.111

The organization’s 3.76 1.098
interest in CSR

Competitor practices 3.24 1.349

Industry standards 3.64 1.102

Reducing business risk 3.34 1.189

Increasing rivals' costs 2.90 1.374

Overall Mean/Std. 3.7680 .84017 | 3.8850 .82408 | 3.5600 | 1.04315] 3.3760 .88860
Deviation

Source: Primary data.

From table 11 above, the overall means of the fiifierent categories of factors
posed to respondents are all above 3, and almfostcategory ‘caring for community
and customers’, significantly showing that thereaggeement of respondents to the
factors that influence CSR practice. An overalhdtxd deviation of <1 for categories
‘business of business is business’, ‘caring for eamity and customers’, and ‘other
factors’ further confirmed that indeed means of 680, 3.8850, and 3.3760
represented the general level or true measurereéagent. Exception was noted in the
response mean of ‘profit through caring’ with a me&3.5600 and standard deviation

of 1.04315.
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‘Business of business is business’ category waaiat stressing the importance of
businesses making sufficient profits for their suml’and growth to be able to serve
societal needs. Respondents were asked whethebdfieyed profit maximization to
be an influencer to the corporation’s practice 8RCand this was accompanied with a
mean of 3.16 and a standard deviation 1.419. @ussin this category were aimed at
replicating propositions of Friedman (1970) whaessed that CSR is not the primary
concern of businesses which should be concernedt aimaking profits for the
shareholders and the needs of the community tetved by the products and services
provided by the companies. Interestingly, resultsmf this survey indicate that
respondents felt enhancement of corporate imagecasitbmer loyalty maintenance
are factors that influence most their respectivepa@tion’s CSR practices with
means of 4.32 and 3.84 respectively. These welewet by long-term survival and
customer approval with means of 3.78 and 3.74. Mashprofit maximization
received a low mean result, the researcher obsaasgubnses in this category as a
clear representation of the need to keep custommppy which is central to sales

growth which may in the end enhance profits.

Respondents were also found to be in agreementthétstatements under ‘Caring for
customers and the community’. The overall respoiwsehis category of factors
resulted into an overall mean of 3.8850 and a st@hdeviation of .82408. The
statement with the highest mean in this categorg Wetter contribution to the
community influences our CSR practice” with a me&A.08 and a standard deviation
of 1.027. This was followed by “community accept&ihc‘addressing community

needs” and “environmental conservation with medn3.80, 3.88, 3.68 and standard
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deviations of 1.074, 1.136 and 1.168 respectiveiatements in this category of
factors were designed to represent a corporatwilhgness to ensure a reasonable
financial return for its investments and, at theneatime, address the issues of
environmental conservation and the expectationshefcommunity. The issues of
responsibility to the community and the environmeete examined in line with the

discussion in Chapter two of this study.

The statements under ‘profit through caring’ yielden overall mean and standard
deviation at 3.5600 and 1.04315 respectively. Redgots were of the view that CSR
practices are also dully influenced by the needribance staff morale and improved
welfare with means of 3.60 and 3.52 and standardatien of 1.069 and 1.111

respectively. Respondents under this categorylgldrstrated a business’s sincerity
with regard to its obligations to the internal nmetsk comprising the most valuable
constituents, their employees. This clearly shoveegassion for balancing the
economic and social obligations of corporationsisT¢ategory received the lowest
mean and a more dispersed measure of central endemportant to note is that in

Uganda, staff welfare issues are more or less ntarydas corporations are obliged to
follow a number of legislations covering employeexl conditions of work at the

work place. These were highlighted in the literatteview of this study.

A mix of factors were categorized under ‘other dast by the researcher and
respondents felt that CSR practices in their cafons was also influenced by the
“business’ interest” in CSR and “industry standarfisese yielded means of 3.76 and
3.64 respectively. Respondents were also of the vt “reducing business risk”,

“competitor practices” and “increasing rivals’ cgistwvere not influencers in their
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corporation’s CSR practice, with low resultant meah 3.34, 3.24 and 2.90. The
highest means in this category suggest that busasesre interested in undertaking
CSR activities if management embraces the condepS®& and if there is an industry
— wide practice of CSR. The middle level agreenentompetitor practices seemed
to suggest that businesses are driven by theimgiless to match the activities of
competing firms only for strategic reasons andainsés where the business risk is

reduced as a result of good CSR practices.

The different approaches used by Corporatianin their practice of CSR

The second research question sought to establestifferent approaches used by
entities in their approach to CSR. Respondents asked in the questionnaire survey
which CSR activities had been committed to CSRH&ydorporations they work for.

The different CSR activities had been picked frome tvarious aspects of CSR
commitments as highlighted in chapter two namedgponsibility towards customers,
responsibility towards community, responsibilitywerds customers, responsibility
towards environment and responsibility towards stees. Findings from the survey
guestionnaires are as follows in the table 12 below

Table 12: Views on CSR approaches by corporations itheir practice of CSR

Aspect Response Frequency Percent
The Company provided preventative Yes 50 100.0
health, safety & good working conditions

The Company provided funding to Yes 40 80.0
community’s well being in 2010 No 10 20.0
The Company enhanced product quality, Yes 50 100.0
customer care & instituted ethical

advertising

The Company integrated environmental Yes 38 76.0
management into business processes No 12 24.0
The Company sent only 5% of Yes 12 24.0
manufacturing waste to landfills No 38 76.0
The Company instituted sound systems Yes 39 78.0
to guide investor decisions No 11 22.0

Source: Primary data.

73



Responsibility towards employees

All the sampled respondents agreed that their copngead provided them with
health, safety and good working conditions. The2a@mmitment to employees was
largely in part that in Uganda, businesses aredwy flequired to provide health
services and generally acceptable good/safe conditbf work under provisions of
the Employment Act 2006, Occupational Health andetga Act 2006. The
respondents that were interviewed were of the et commitment of companies to
employees was a way of avoiding risks associatéld Msing productive employees
and of motivating employees. “A critical componeoft our responsibility to the
employees is the health programme, through whicticaécover is extended to our
employees, their spouses and dependants” (UCL Amapart, 2008). The researcher
observed from the interviewees that their engagénrerthis area was more of

compliance as the benefits outweighed the costs.

Responsibility towards the community

80% of the respondents agreed that their compamnly gnavided funding to the
community’s well being in the year 2010. This wasfirmed from the annual reports
of the companies where it was found that Vision praun a number of stories
geared at encouraging breast-feeding among workinghers, breast cancer
campaign where survival stories were published llggting the plight of young
women living with breast cancer, HIV/AIDS awarenasswell as financial support to
Buganda Kingdom for the reconstruction of Kasubnlbs. UCL in its commitment to
the community provided building materials to KagarPolice Post, as a donation
towards the extension of the traffic office in Mar@010. In the same year, the

researcher observed that UCL provided relief anppsrtt for the victims of the
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Bududa landslides where about 350 people and pyoperth millions of shillings
were washed away ori' March 2010. From the interview responses, theareser
got to understand that Vision Group engages in conity initiatives as a way of
being a good corporate citizen and UCL’s managerbetieves strongly in giving
back to communities in which it operates as thignidine with the company’s

strategic objectives and vision.

Responsibility towards customers

This was another aspect of CSR commitment wherehall respondents (100%)
agreed that activities aimed at making the custentappy and feel part of the
company were engaged in by the company. Substamiestments aimed at
improving product quality were indeed noted frone #mnual reports ranging from
staff training and development (performance managg)rto capital expenditure in
modern equipment. From the interview, the reseansfas informed that CSR is used
as a marketing strategy where the market is me&apeiceive the organization as a
pro-people company, make customers feel conneabedhé business thereby
improving customer satisfaction and financial returindeed, some of the CSR
expenditure from the corporations under study wasd to have been incorporated in
the marketing budget where there was ease of dontdth the customers.
Specifically, Vision Group has regularly redesigntsdnewspapers to meet the ever
changing reader needs and keep them up-to-dategieitial trends. Customers out of
these initiatives have enjoyed balanced news ahdrered reader value due to the
wide coverage of information/news through; educatiosion & jogs, women’s
vision, health & beauty, farming, business visiowl aveekend vision. UCL as a way

of being responsible to its customers institutefttiehcy improvement measures in
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order to give better service to their customerss Was through staff training in areas
of productivity improvement and work performanceénamcement. This has enabled
the introduction of new quality products on the keamamely; KK vents, ZZ vents,
Galda vents, Floor tiles D, Max pan 2 and Kamlesbkb. The foregoing initiatives
in innovation and product quality were some of #wemples to highlight the
corporations’ duty to act responsibly towards theistomers. As highlighted in
Chapter two of this study, a company has a dugctaesponsibly towards customers
through providing goods and services hallmarkediriggrity, quality and care

(Carly, 2002).

Responsibility towards the environment

Respondents were asked whether their company ategyr environmental
management into the business processes and 76&gmdid. It was established that at
the time of undertaking this research, UCL had nattes initiative to establish and
implement an Environment Management System basd®©ri14001:2004 series of
standards and the TORs had been approved by Naimvironment Management
Authority (NEMA). This was in addition to ISO 90@D00 (Quality Management
System), the company already has. Archival data seeesaled that at the Kamonkoli
factory, plans were underway to create fish pondghé areas from which clay had
been extracted. The company management felt teatféirming being one of the
livelihood activities for the community in this arethe fish ponds would be open to
the people for this purpose. Furthermore, as a wfaypeing responsible to the
environment, the researcher observed that the awnpaas encouraging
environmental conservation in Kamonkoli by emphasidree planting. This was by

way of distributing tree and fruit seedlings to t@nmunity.
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Responsibility to Investors

78% of the respondents agreed that there weratinés in place to institute sound
systems to guide investor decisions. As documeintéhapter two, managers have a
responsibility to ensure that they do not act posibly towards shareholders by
denying them their due earnings or misrepresentdampany resources. It was
established from the study firms that there wasraament to the highest standards of
corporate governance where full disclosure of dpegaresults and other material

information was made available to company sharetie]dhe general public and the
requisite regulatory bodies like the Uganda SeesriExchange (USE) and Capital
Markets Authority (CMA). Vision Group and UCL byrtue of being listed on the

USE have an obligation to submit reports regulesl{CMA and publish their annual

audited accounts and half year unaudited accoumtshé newspapers for the
shareholders’ information needs within a specifediod of time. Listed companies
are by law supposed to distribute to shareholdeds submit to the Exchange their
annual report within 4 months after the end offthancial year and at least within 21

days before the date of the AGM (Reg. 47, USE mgsRules, 2003).

The researcher from archived information did confthat in an effort of fulfilling the
responsibility of reporting to investors, Visiondsp published their financial results
of FY ending 3 June, 2010 in the New Vision newspaper of S&ptember, 2010
and the unaudited results for the half year en8iigDecember, 2010 on 3Danuary,
2011. UCL in the same line as Vision Group alsolighbd their audited accounts of
FY 2010 in the New Vision newspaper or"0@ay, 2011 and the unaudited half year
results of FY 2011 on"8August, 2011. Soft copies of the annual reportsevadso

viewed posted onto the corporation’s websites détails on the financial reports and
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4.2.4

CSR activities undertaken over the years. Fromatieual reports, the corporations
under study were seen to be actively demonstratirigvestors that corporate social
responsibility makes good business sense, andwbey already seeing the benefits it
can bring them in terms of risk management andgtttrg investment. The researcher
confirmed that through the requirement of keepmé¢puch with investors, an investor
relations desk had been put up in Vision Group fiavide much more than just
financial results like playing a pivotal role inlpimg investors appreciate the business

case for social responsibility and its practicéef on the business’ performance.

Business Performance and Operations of Visidaroup and UCL

This research question was for the purpose of actgg the researcher with trends in
the business operations and performance of the $iuds. Respondents were asked
whether they were in agreement with a number ofestants pertaining to the

business operations and performance of the respefotins over the last four years.

Attempts were made to replicate the balanced smmeas highlighted in Chapter two
of this study. Table 13 below shows the findingenfr the research survey

guestionnaire.

Table 13: Views on Business operations and performae of study firms

Mean Std. Deviation
The company attempts to identify and measure costs of 3.70 1.282
social responsibility activities
The company has Social Responsibility compliance and 3.70 1.216
regulatory measures in place
The company sets particular objectives for its accounting 3.84 1.057
and conversion process
Use of recycling has doubled over the last 4 years 3.08 1.175
Product/ service attributes have improved in the last 4 4.04 1.029
years
Customer relationships have improved over the years 4,12 .940
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Image and reputation of the company has improved over 4.24 1.080
the years

New products and services have been developed in the 4.28 1.213
last 4 years
There has been growth in the entity's business value 4.20 1.309

Source: Primary data.

Customer perspective

Respondents were asked whether there were trenigpodvement by the company in
aspects that matter to customers. This was to lzsuned with regard to; product and
service attributes, customer relationships, imageraputation among others. With a
mean of 4.04, 4.12, and 4.24, it is deemed thgtoredents did agree to the research
question that there were improvements made tofgatiee customers. Archival
information seen from the Vision Group showed tiha&t company has grown from a
print only to a truly multi-media business incorgting newspapers, magazines, radio
stations and television with an overall 60% madt®re in the print media and 65%

advertising spend of the market (Rights Issue m&dron Memorandum, 2008).

New products have been developed over the yea¥Ssain Group like launch of
Vision Voice (now XFM) in 2007, launch of Flair 2008, Bukedde FM in 2008, and
Bukedde TV in 2009. While new products have be#émduced at the Vision Group,
old ones have been rebranded like the New Visiahi@nsister papers (New Vision,
8" August, 2010), Vision Voice (now XFM) among othets add more product
attributes and enhance image and reputation ofCbeapany. From the archival
sources, the researcher observed that productygbals also been supported by the

investment in technology (New Vision" ®arch, 2011).
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A survey on the most read dailies in Uganda by S8gteoUganda in December 2010

showed that two of Vision Group’s brands were trestmead at 35% for New Vision

and 29% for Bukedde as compared to The Daily Moratd@25%, Red Pepper at 17%

and Kamunye at 3%. These are as shown in Figuetoivb

Figure 2: Daily Newspaper readership survey results

No response/None

New Vision

Bukkede

The Daily Monitor

Red Pepper

Kamunye

Daily Newspaper ever read

Daily Newspaper Ever Read, N=16,766,098

| 48%

| 35%

| 299,

| 25%

| 17%

3%

Source: Synovate Print Media Report, 2011
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The same was for the weeklies papers with VisioouBpapers taking the 5 top slots;

Sunday Vision topping the list at 10%, Orumuri &,6Rupiny, Bukedde ku Sande,

and Saturday Vision all at 4% as compared to Suiitayitor at 4%, Observer at 4%,

Saturday Monitor at 3% and Sunday Pepper at 1%o&ie Uganda, 2010). The

foregoing are as shown in Figure 2 below.
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Figure 3: Weekly Newspaper readership survey resut
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Source: Synovate Print Media Report, 2011

The researcher also found out that as a way ohgiwore value to their customers
and tapping into new customers, UCL has also dwerdst 4 years introduced new
products on the market namely; KK vents, ZZ veftalda vents, Floor tiles D, Max
pan 2 and Kamlesh bricks. The secondary data &isewed that the two firms have
rebranded their logos in the last 4 years as aafaynproving their reputation and

image.

Internal Business processes perspective

This perspective looks at the efforts by comparaéeed at improving internal
processes and decision making. Measures rangedewmelopment of new products,
products and services delivery. Respondents wdsexashether over the years, there

were initiatives by the company to improve on theternal processes and whether
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there were new products developed and put on themnarhe computed findings
show a mean response of 4.28, which falls in thegcay of agree on the Likert scale
adopted for this study. As already highlighted unmestomer perspective above, new
products have been introduced to the market and mewern internal processes
introduced by the study firms with a focus on awimg financial and customer
objectives. UCL for example in 2008 set up a modstate-of-the art factory at
Kamonkoli, which is semi-automated and designedetrycle energy through an
internal drying system. With this new modern ingdrprocess, drying time of the
products has been cut down and as a result, pigidyend output have significantly
increased over the years (Annual report, 2008).ohtamt to note however is that,
investment in this new factory has led to massiebtsl for UCL and its bad
performance with a loss of 707,062,000/- in 2008 &B58,961,000/- in 2010 in
addition to the high finance costs. UCL'’s businesis arising out of this investments
points to a grim picture for the company in the iediate future and has inevitably
led to the fall in the EPS of UCL from 3.05 in 20@7(4.82) in 2010 and the share
price from UGX 100 per share at the time of thersisplit to the present price of 55
per share at the time of writing this report. Intpat to note is that much as UCL has
given back to the community and taken initiativesonserve the environment, there
are concerns for the investors where there has beetividend payment since FY
2008. One may conclude that UCL has not performell w the CSR shareholder
theory perspective as proposed by Friedman (f970)

Vision Group under the perspective of internal bass processes has automated a
number of functions in its operations as a waymnafreasing its efficiency (Annual

report, 2010).

2 Business has only one social responsibility aad ithto maximize the profits of its owners.
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Innovation and Learning perspective

This perspective was incorporated in the questioares a way of analyzing whether
there were attempts by the study firms to contiguaiprove and create future value.
Focus of analysis was on business capacity to aiaiatcompetitive position through
the acquisition of new skills and the developmdmew products. Archival sources
at the study firms showed that human resource dpwetnt and training was one of
the considerations by management to improve aratefature value of the business.
In their 2010 Annual Report, UCL reported that @shcontinued to emphasize the
development of their human resources who play rifgignt role in the productivity
of the company. Vision Group also reported in tR26it0 Annual Report that they had
significantly invested in skills acquisition of ihataff to be able to manage the new
business lines as well as create a competitiveradga for the predominant existing
business lines. The research findings also showitifiermation system capabilities
have also been a platform for the study firms tpriore on efficiency in the company
operations. Under this perspective, the reseansbtd that Vision Group has over
the years upgraded its Internet service to catelgfowing related business needs

including online banking, Internet search and comication (Annual report, 2010).

Financial perspective

Respondents did agree that there had been grovitieibusiness value of the study
firms. This response yielded a mean of 4.20. Asligbted in Chapter two of this

study, proper accounting and financial reportingme of the critical and important
responsibilities of management, especially in publioted companies. This
perspective approach focused the researcher dm#neial performance of the study

firms as it was part of the main research questAmchival sources showed that
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indeed there was good performance and growth irotlegall business value of the

study firms as shown in Table 14 below.

Table 14: Vision Group’s financial results 2006/@07 — 2009/2010

Vision Group 2006/2007 2007/2008 2008/2009 2009/2010

Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000
Sales Revenue 32,633,131 39,061,869 43,200,812 49,947,578
Net Profit/(Loss) 3,368,276 4,720,643 2,182,847 734,786
Total Assets 18,307,057 23,209,320 55,186,141 59,762,245

Source: Vision Group Annual report, 2007 — 2010.

From table 14 above, Vision Group’s sales reveragldeen growing over the years
from 32.6billion in 2006/2007 to 49.9billion in 282010, registering a 53.1%
growth over the 4 years of study. The researcheemied from secondary sources
that this good performance was experienced irhalldusiness platforms; circulation,

commercial printing, advertising among others.

Net Profit grew by 40.15% for the two years 2006/2@nd 2007/2008, only to slump
by 53.76% in the FY 2008/2009. For the 4 years unstedy, 2006/2007 —
2009/2010, the company registered an overall deergmanet profit of 78.19%. This
decrease was however explained in the Group’s amapart 2009/2010 as coming
from a number of factors that increased the cosatés notably; increased inputs to
meet the growth in volume of business, depreciadiothe shilling against the dollar
(most of the inputs are imported in foreign cursemtile earnings are in shillings)
among others. There were also notable increasadnmnistration costs arising out of
the need to finance operations of new investmantslevision and radio, fuel costs

and depreciation. The researcher also found ottatdesposal of the printing press at
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a price lower than the book value was also a saant contributor to the reduction in

the profitability of Vision Group.

Indeed on close examination of the Vision Group EQ09/2010 accounts, the
researcher confirmed that; cost of sales grew h$%8rom 30.1bn to 35.6bn and
administration by 14.2% from 8.8bn to 10.1bn. Specincrements were in
depreciation at 65.4%, motor vehicle running ca$t88.1%, grants and donations at
170%, Insurance at 76.9%, TV content at 100+% (imex@stment) and security at
97.9%. Notably, all these increments were higisecampared to the growth in sales
revenue of 15.6% in the FY 2009/2010. The researals® confirmed a disposal of

PPE in the FY 2009/2010 worth 3.3bn that registeréabs on disposal of 1.4bn.

From the secondary sources seen by the reseakiibam Group posted impressive
growth in its Total Assets registering a combine26.2% over the years. The
researcher through examination of the FY 2008/28%®unts found out that, overall
business value grew to a tune of 27.2billion assalt of inclusion of the rights issue
proceeds and this helped in financing a numbemadstments notably; a new printing
press at $9m (18billion), pre-press equipment, egjoea of radio & TV business and
a new purpose-built factory at $5m (10billion) otlee years.

Table 15: UCL's financial results 2007 — 2010

UCL 2007 2008 2009 2010

Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000
Sales Revenue 11,699,713 13,548,257 16,722,124 17,792,671
Net Profit/(Loss) 2,107,841 2,151,982 (707,062) (3,858,961)
Total Assets 39,758,943 52,470,889 57,461,644 40,120,783

Source: Uganda Clays Limited Annual report, 20@010.
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From table 15 above, UCL's sales revenue grew b{%Zrom FY 2007 to FY 2010.
The researcher found that this positive shift iovgh of sales was due to the demand
for the Company’s products and increased markestiragegies that led to the opening
up of outlets in strategic locations in Uganda dhd East African region. The
improved performance in sales revenue was alsodfdanhave arisen out of the
increased output with the coming on board of Kanadirfectory in May 2009 and the
increase in the prices for bricks and tiles by 9%rothe years under review.
Important to note was the reduced production loasé&monkoli resulting in a rise
from 1359 tonnes of roofing tiles and half brickthre first quarter of 2010 to 5351

tonnes of the same products in the first quart@0dfl.

The researcher on analysis of the financial statésnia the annual reports found out
that there was minimal growth in the net profitllEL, with only a 2% growth in the
years 2007 — 2008. The researcher observed froondary sources that this low
increment was as a result of the sharp rise irepraf inputs especially diesel. The
researcher was also informed that the company in 2008 invested in new
equipment to be able to improve on the qualityhef products and this had associated
costs of production/operations adjustments anchiimag that led to a slow growth in
the net profit. Archival information showed thatRY 2008, an expansion drive was
started with Kamonkoli factory; however, a strikethe neighboring Kenya had an
adverse effect on the delivery of vital componeatthe new factory which ultimately
pushed project costs upwards. The researcher foourtd that the foregoing
circumstances led to high production and financiosts at Kamonkoli factory which,
in turn, led to a net loss of 0.7bn in FY 2009¢duction in net profit performance of

67.1%. An examination of the accounts showed ¢bat of sales has tremendously

86



grown by 104.3% from 6.8bn in FY 2008 to 13.9brFFih 2010. Specific increments
were noted from FY 2008 to FY 2010 in; drying prss at 551.8%, electricity &
generator expenses at 87.6%, kilns (baking procasd)91.4%, wages at 40.7%,
depreciation of plant at 270.1% and the largestergnge was noted in financing
costs at 4160.7% (96.8 million in FY 2008 and 4.ibirY 2010). As from the table
16 above, the situation hasn't changed for theebe#ind the company faces
difficulties in cutting down on its operational ¢®sSuffice to say, investment in

Kamonkoli factory has negatively affected the perfance of UCL.

UCL had improved performance in their total assetebwith an increment of 44.5%
for the period 2007 — 2009. There was however aedse in the total asset base of
30.2% as at end of FY 2010. Growth in the totaétsalues of 31.97% for the period
2007 — 2008 was found to have arisen from the sigédue in the FY 2008 that
yielded 11.5billion, of which 9.7billion was recadged in the balance sheet of the
same year, retained earnings’ growth of 29.8% and-term borrowing that grew by
60.7% to a tune of 14.1billion. The decrease ialtassets for the FY 2010 was found
to have arisen from the depreciation of capitalkmvor progress of 26.9billon upon
transfer to buildings and plant & machinery for ahino depreciation had been
recognized in the financials prior to FY 2010. Thiglains the increased depreciation
of 34.8% in FY 2010 as compared to FY 2009. Theassher further confirmed that
there were disposals of assets to a tune of 43li@min the FY 2009 and this too

affected the total asset base of UCL.
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4.2.5 Effect of Corporate Social Responsibility oBusiness Operations and

Performance.

Respondents were asked whether there is a relhipm®etween Corporate Social
Responsibility, Business Operations and Performamtewhat possible effect CSR
practices have on the business’s operations andrpemce. Question 10 of the
guestionnaire survey required respondents to stetie level of agreement on the
effect of CSR on 5 aspects of Business OperatindsP&rformance. Table 16 below
shows findings computed from the study survey.

Table 16: Views on CSR effect on Business Operati® and Performance

Mean Std. Deviation
CSR has an effect on Customer satisfaction 4.00 1.355
CSR has an effect on internal business processes of the 3.82 1173
company
CSR has an effect on the company's competitiveness 3.90 1.266
CSR has an effect on the company's profitability and 3.56 1.343
financial performance
CSR has an effect on attainment of company objectives/ 4.12 1.062
goals
The company aligns its CSR with Financial priorities 1.10 .303
CSR is part of the company's annual budget 1.06 .240

Source: Primary data.

CSR effect on Customer Satisfaction

Respondents did agree that CSR has an effect eonceissatisfaction. This response
yielded a mean of 4.00. From the interview respsntiee researcher was informed
that businesses need to keep their customers hampbatisfied; that, if a business
finds itself on the wrong end of consumer opinitis,business in the market place

could be damaged. Some of the interviewees ardwddSR attributes like product
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quality and care to customers directly satisfy aors who end up doing repeat
purchases. The sales and marketing manager at 0ted that:

Customers are becoming increasingly demanding.r&e @and quality become
more equal, they are looking towards brand valukglhvmatch their own, and
companies whose activities they can respect. Whitast may want your
customers to remember best the good things yowalo,can be sure they'll
remember most the times you mess up — one pieceegitive publicity and

you'll feel the pain.

Verily, negative publicity does affect company mesis in the market place. A
practical example in Uganda is that of SCOUL, whgdthered a lot of negative
publicity with the proposed give away of Mabira &strto Mehta for sugar production
4 years ago. The Mabira issue courted controvergli groups of environment
activists to the extent that messages were sentusing mobile phones and online
forums de-campaigning Lugazi sugar as possible smehhlocking the de-gazzetting
of Mabira. Sentiments raged high culminating intdréd towards SCOUL and the
Indian community in Uganda resulting into deathsvad people (Daily Monitor, 12

April, 2007).

The revenue and circulations manager at Vision @mwas of the view that a huge
amount of a company's market capitalization carwhat are called "intangibles" -
and such intangibles are hugely tied to corporafutation, which can be easily

derived from well thought out CSR programs.
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CSR effect on internal business processes

Some of the respondents argued that CSR has ait efféenternal business processes
with a response mean of 3.82. They noted that somthe CSR commitments
engaged in by companies are about improving camditiat the market place and
workplace for efficient service delivery and engagin some of them is within the
bounds of the law. Examples given were productitjugbverned by the Uganda
National Bureau of Standards (UNBS), accurate médion to the public on products
governed by the Media and Broadcasting council, irenmental
preservation/management governed by NEMA among®tfde views indicated by
the interviewees were that internal business peaseanderlie the amount of risk you

take; if you get it wrong, the costs can be high.

The sales and marketing manager at UCL arguedritemhal business processes for a
production oriented business ought to incorporatdgrenmental management in its
operations. When asked to give an example on hoR @ght affect UCL'’s internal

business processes, the sales and marketing maragended:

The environmental legislation body, NEMA will preseus with fines for any
environmental disasters on our sites which mighinaige the company’'s
reputation. Being seen as a convicted environmeruiliter can have all sorts
of impacts in terms of whether you come to be seea supplier of choice by

your corporate customers.

The cost accountant at Vision Group had a differeewv. When asked how CSR
might affect the internal business process at tediamcompany, the accountant noted
that CSR is giving a good return to the busineksaresholders and referred to internal

business processes as being business efficieneyaddountant noted:
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If you haven't studied your process to identify vehevaste occurs, you're losing
out on turnover that could be switched straightrfithe trash heap to the bottom
line. Wasted raw materials and time that are pardahd then thrown away,

accidents leading to fines — all these cost yowirass money that would have

enabled you give a good return to your shareholders

Vision Group as a way of cutting on wastage andscegs found to have initiated
robust mechanisms for prompt reporting of any fidttheir production processes at
every level. The researcher noted that specifielfewf wastage are set and an
explanation has to be made for any excesses arisingexample from faulty
machines, poor quality materials or negligence. Theearcher from archival
information confirmed that in FY 2010, UCL strean@d its internal business
processes through divesting out of non-operatiasaéts and human resource audits
that eliminated voluntary redundancies saving 1&tih a corresponding increase in
productivity. All the foregoing was observed to measures of improving on the

profitability of the corporations.

CSR effect on company competitiveness

Respondents were asked whether they believed CSRrhaffect on the company’s
competitiveness. The questionnaire survey respgietded a mean value of 3.90, an
indication that respondents were in agreement thighquestionnaire statement. All
the interviewees were of the view that Corporatei@oResponsibility ups the

corporate reputation of the business, which igaicant consideration by a number
of stakeholders when deciding which entity to asgecwith. The Human Resource
Office at Vision Group noted that, having made apocate brand in the media

industry and this brand further promoted through tompany’s CSR activities,
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Vision Group was now the preferred employer of ce@among graduates and ranked
sixth in the country’s best employers (ExquisitduB8ons poll, 2008). On Vision

Group’s competitiveness and CSR, the human resaifice observed:

There is plenty of evidence as well that the caxporeputation of the business -
including its social responsibility - is seen askey factor for a significant

number of graduates considering where they shauld g

The most noted effect of CSR on competitiveness fresponses of the interviewees
was on sales revenue and market share. Indeedsitcenfirmed by the researcher
that some of the CSR activities of the study firmere embedded within the
marketing budget to enable sales and marketing st CSR as a marketing
strategy. Examination of the accounts for both cmapons revealed that CSR is not
budgeted for independently, but rather incorporatghin the marketing budget. This
indeed explains the response results 1.06 as showable 8 above. There was
concurrence between the CSR focal person at Vislooup and the sales and

marketing manager at UCL who both observed that:

CSR is incorporated in the promotions and marketindget to help the sales
team make the market perceive the company as agople company. This in
the end make the customers want to associate wijtland end up buying our

products.

A percentage change in CSR expenditure for FY engd09 and 2010 for both study
firms in comparison to a percentage change in sakenue for both study firms in
the same period showed that they were both movinthé same direction. CSR
expenditure increment of 57.06% corresponded t6%5growth in sales for Vision

Group and 36.8% increment in CSR expenditure cporged with a 6.4% growth in
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sales for UCL. The same pattern was also noticedyéars 2006/2007 for both
Vision Group and UCL where an increment in CSR exitteire corresponded to an
increment in sales revenue. One may conclude thana@ease in CSR expenditure

has a direct effect on sales revenue.

CSR effect on company profitability and financietfprmance

Respondents were asked whether CSR has an effqmobtability of the business.

The response computation yielded a mean value 5. Analysis of the available
secondary data was done by comparing CSR perceofageenue change with the
financial ratios of net profit, return on capitainployed, return on shareholders’

funds, return on assets, and earnings per shangelwver the 4 year period.

a. CSR and Profitability

The first analysis dealt with the effect CSR has forancial performance,
specifically the measure of Net Profit. From thenpoited results of CSR change
and net profit change of the two study firms actbgsyears, a 16.50% decrease
in CSR activities corresponded to 17.15% increasenat profit for Vision
Group’s FY 2007/2008 and in FY 2008/2009, the opipowas noted when a
204.94% increase in CSR activities corresponded &8.23% decrease in net
profit. The researcher further noted that an ireeezf 35.63% in CSR activities in
FY 2009/2010 corresponded to a decrease in neit pfof0.89%. The foregoing

analysis is as shown the table 17 below.
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Table 17: Vision Group CSR and Net Profit

Year CSR % CSR % change Net Profit % NP% change
2007 0.97% 10.32%

2008 0.81% -16.50% 12.09% 17.15%
2009 2.47% 204.94% 5.05% -58.23%
2010 3.35% 35.63% 1.47% -70.89%

Source: Vision Group Annual report, 2007 — 2010.

UCL'’s data indicated an increase in CSR activioé®97.67% corresponded to a
decrease in net profit of 11.88% in the year 200082 The same behavior was
noted for the FY 2008/2009 and 2009/2010 wherenarease in CSR activities
corresponded to a decrease in net profit. For elgnmip 2008/2009, a 9.41%
increase in CSR corresponded with a 126.64 % remuch net profit. The
foregoing analysis is as shown in the table 18velo

Table 18: UCL CSR and Net Profit

Year CSR % CSR % change Net Profit % NP% change
2007 0.43% 18.02%

2008 0.85% 97.67% 15.88% -11.88%
2009 0.93% 9.41% -4.23% -126.64%
2010 1.19% 27.96% -21.69% -412.77%

Source: Uganda Clays Limited Annual report, 20Q2020.

From the above analysis, it's possible to conclideeffect CSR percentage change
has on net profit percentage change. There isneatdbositive effect noted where an
increment in CSR corresponded to an incrementtiprodit. Rather, the opposite was
noted where an increase or decrease in CSR astivibrresponded to an opposite
movement in net profit. These results reflect timelihgs of Barnett and Salomon
(2006) who argued that CSR expenditures simplyeréhi® cost of doing business,

thereby eroding net profits.
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The researcher confirmed that Vision Group’s totts grew by 68.2% between FY
2007/2008 and FY 2009/2010 as compared to saleswevgrowth of 53.1% in the
same period. UCL'’s total costs grew by 125.7% ampared to growth in sales of
52.1% from FY 2007 to FY 2010 end. Major incremenm&e noted in cost of sales,
administration and finance cost at 46.8%, 42.8%, H64.4% for Vision Group and

145.6%, 212.7% and 2721.2% for UCL respectively.

The researcher made efforts to see how much nédit prould change if CSR
expenditure had not been undertaken over the yBatke corporations under study
and realized that Vision Group’s net profits wohlalve reduced to 34.7% instead of
78.1%. For UCL, net profits would have decreased®269.0% instead of 283.1%.
This indicated a 43.4% change for Vision Group &44dl% change for UCL. UCL
would still have incurred losses without the CSRpenditure being incurred. The
analysis revealed that profitability of a corpavatiis affected by numerous factors
and not CSR alone. This is evident in the notabdevth in the finance costs, cost of

sales and administration costs for the two comamigler study.

b. CSR and other financial performance measures
The second analysis dealt with the effect of CSRoitrer financial performance
measures, specifically the measure of return oitatagmployed (ROCE), return
on shareholders’ funds (ROSF), return on assetsAjRADd earnings per share
(EPS). Examining the computation results betweelR @Stivities expenditure
change and the stated measures, again the reseaotbd no direct movement.
The results are as shown in the table 19 and 2wbél detailed analysis is in

appendix IV.
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Table 19: Vision Group CSR and other financial perbrmance measures

CSR % ROCE% ROSF% ROA% EPS%
Year change change change change change
2007
2008 -16.50% 11.87% 14.13% 10.61% 40.9%
2009 204.94% -72.91% -80.65% -77.40% -68.82%
2010 35.63% -41.38% -66.00% -68.94% -65.52%
Source: Vision Group Annual report, 2007 — 2010.
Table 20: UCL CSR and other financial performance neasures
CSR % ROCE% ROSF% ROA% EPS%
Year change change change change change
2007
2008 97.67% -44.12% 47 .35% -22.64% -11.48%
2009 9.41% -51.58% -133.86% -130.00% -132.60%
2010 27.96% -193.47% | -2666.56% -682.11%

Source: Uganda Clays Limited Annual report, 20(@020.

As with the correspondence to net profit, oppositvements were noted between
CSR and the financial measures of performance. ciimputed figures showed no
positive effect emerged from CSR percentage chamgeach of the four financial
measures of performance for the two firms in thislg. The researcher found out that
where the CSR percentage increased, financial messidi performance percentage
change reduced. One might conclude that littlecoratationship exists between CSR
practice and the financial measures of performa@tber than ROCE which only
incorporates operating profit and not net profiittsaxcomputation, the other measures
of performance are affected by net profit in tr@mputation. As already shown in
the preceding analysis, high CSR expenditure erpd#gs and this underlying effect

is visible in ROSF and ROA.

Important to note is that, much as it is un-refidand evident that CSR has an effect

both direct and indirect on a company’s reporteafiprthe researcher also observed
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4.3

other factors that might have had a negative efdecthe profits of the case studies.
Vision Group for example in the period under stusyd undergone a massive
expansion drive that necessitated an incremenhenatdministration and operations
costs while Uganda Clays Limited had incurred htigance costs when they got a
loan to finance the expansion at Kamonkoli anditfeedental operations costs. It's
from the above observation that the researchersnG®R as being just one of the

myriad factors that affect profitability and finaakcperformance.

SUMMARY

The main purpose of this research study was tormete the effect of CSR on
business operations and performance of Ugandano@udipns focusing on two
publicly listed corporations. The research premisedt aspect to achieve the stated
objectives namely; factors that influence the pecactof CSR in Ugandan
Corporations, the different approaches used by @atns in their practice of CSR,
the trend of business operations and performanteeatorporations under study over
the last four years and the effect of CorporateigddResponsibility on Business

Operations and Performance.

A survey questionnaire, interview guide and desleaech were the method used to
answer the research questions arising from thedstabjectives of this study. The
survey questionnaire and interview guide were usedollect primary data while

archival information was used to collect seconddaya. The researcher felt the
methodology adopted for this research was apprgpt@ achieve the objectives of

this study.
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The findings from the data collected revealed thate are a number of factors that
influence the practice of CSR in Ugandan Corporetid he factors that influence the
practice of CSR in Vision Group and UCL case stadiere found to hinge on
economic, legal, ethical and philanthropic aspessproposed by Carroll (1991).
From the respondent responses and archival infmegviewed by the researcher, it
was found out that CSR practice arose majorly dtih@ need to grow sales, existing

compliance requirements and caring for the commyuamtd environment.

The different approaches employed by the corparatizvere found to be staff
motivation through welfare enhancements and trgsimas a responsibility to
employees, product quality improvements and caretistomers as a responsibility
to customers, environmental conservation and pigntif trees as a responsibility to
the environment, disclosure of performance by phiohg financials in the
newspapers and the entity websites as well as wedrperformance as a requirement

to investors.

A number of initiatives were found to have beenipytlace by the corporations as a
way of improving performance and aligning businegperations to CSR
requirements. The researcher observed improvemantzoduct quality through
investment in modern equipment and technology amting of the logos as a way of
repositioning in the market and improving on cogter image, streamlining
operations to reduce on wastage and costs, comingvith new products and

distribution channels to enhance sales and ovewalhess performance.
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Engagement in CSR was found to yield results thatewtwo fold, firstly, the
researcher observed a positive effect as regarstroer satisfaction and market
share growth. The two corporations were found tmmmand a considerable portion of
the market share and sales were noted to be omphard trend. Products from
Vision Group for example commanded regular readgrsspecially for New Vision
and Sunday Vision. UCL on the other hand from amhinformation was found to be
commanding a bigger share in the market of tiles lamcks. Noticeably, a positive
effect was observed where an increment in the C8§Rraliture corresponded to an
increment in sales revenue. Secondly, a negatfeetef/as noted where an increment
in CSR expenditure corresponded with a reductiompriofitability and the other
financial measures of performance. CSR alone homewes not lead to the reduction
in profitability as a number of other cost centarsre found to adversely affect

financial performance of a business.

In Chapter 5 conclusions and inferences from thsearch related to CSR practices,
Business Operations and Performance will be deeel@gmd presented. Discussion of
recommendations for future and additional resetmanhance the field of study and
provide stakeholders greater information on sawaponsibility practices & conduct

and business performance will be provided.
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5.0

CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

INTRODUCTION

The main objective of this study was to determihe effect of Corporate Social
Responsibility on Business Operations and Perfoomaihe study was limited to
two publicly listed corporations in Uganda, ondhie media industry and the other in
building materials production. These were selected to the availability and easy
access of their operations and performance infoomand their history as market
leaders in the respective industries. Chapter firesents the conclusions from the
data analysis as well as recommendations and iatjaits of this research study with

focus on research questions identified in Chapter o

Methodology

The study sought to find out which factors influerthe practice of CSR in Ugandan
Corporations, identify the different approachesdulsg Corporations in their practice

of CSR, establish the trend of Business Operatiand Performance of the

Corporations under study over the last four yeard #he determine the effect of

Corporate Social Responsibility on Business Opeanatiand Performance. A survey
guestionnaire and interview guide were developedl @sed to collect data from a
cross-section of study firms’ staff. A total of S0rvey questionnaires and 7 interview

responses were received and analyzed.

The researcher also used desk research where a@rdoisuments were reviewed for
secondary data. Corporate annual reports informatias used to calculate the five

financial measures of performance (Net Profit MardReturn on Capital Employed,
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5.1

511

Return on Shareholders’ Funds, Return on AssetsFannings per Share) for Vision
Group and UCL from 2007-2010. Descriptive statstpproach was used to analyze

the collected data.

SUMMARY OF FINDINGS

Factors that influence the practice of CSRiiUganda Corporations

This study basing on Vision Group and UCL revedled there are many factors that
influence a Ugandan Corporation’s practice of CERe researcher grouped the the
factors into four underlying categories: businesdusiness is business, caring for
customers and community, profit through caring, atigbr factors with each category
having a number of statements drawn from diffeeegects that have dominated the
debate of CSR as highlighted in the literatureeeviFactors that yielded high mean
results were: enhancement of corporate image witle@an of 4.32, better contribution
to community welfare with a mean of 4.08, commuratceptance with a mean of
3.90, addressing community needs with a mean &, 8i8stomer loyalty maintenance
with a mean of 3.84, long-term survival with a medir8.78, organizational interest
with a mean of 3.76 and customer approval with ammef 3.74. Caring for the
community was found to be the highest influencesntity practice of CSR and this
incorporated issues to do with community and emwirent. Following in line was
business of business is business which incorpoiiagess to do with customers and
investors. Profit through caring that focused omplaiyees was the third category and

lastly was a mix of factors that catered for diéietr stakeholders.
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Community

From the research findings, the major factors Bii@nce in this area were; the need
to address community needs, community acceptance batter contribution to
community welfare. Awareness campaigns, donati@mgl financial support to
community projects were some of the efforts by oocaions observed as regards the

issues concerned with the community.

Customers

The major factors of influence revealed by thigigtas regards customers were found
to be; enhancement of corporate image, customeitijoynaintenance, and customer
approval. Product quality, customer care, new pctglie.t.c were some of the

interventions observed by this research study@ards customers.

Employees

Enhanced staff morale and improved staff welfareewthe factors revealed as
influencers to the corporations in their practiE€8R. Important to note is that some
of the CSR requirements as regards employees abedslad within the statutory
laws thereby compliance to the law being a majahpiactor for corporations in the

employee welfare issues.

Environment

Environmental conservation was revealed as a fadtmfluence in entity practice of
CSR. Examples noted from this area were use otlalole materials and renewable
energy. The issues concerning the environment @aise noted to be under scrutiny

by the regulator, NEMA, and this was an issue tatae of under reducing business
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5.1.2

risk and industry standards, which as well was ot be a factor of influence on
entity operations where the environment is conakrifeee planting was one of the

interventions used by the corporations under siadlye area of the environment.

Investors

Long-term survival of the business was the majotdiaof influence as revealed by

this research followed by profit maximization. Nlo& in this area was sales revenue
growth to boost the bottom line, disclosure mecsmsi put in place by the

corporations and risk management as some of theedsfocused on by the

management of the corporations under study.

Different approaches used by Corporations itheir practice of CSR

In the literature review, the researcher foundtbat, CSR approaches incorporated
commitments such as; responsibility towards custemeesponsibility towards
employees, responsibility towards investors, resjmlity towards suppliers,

responsibility towards community and responsibildwards environment.

This research revealed that responsibility towacdstomers encompasses; fair
pricing of products and services, provision of higiality products and services,
ethical advertising, among others. Continuous im@neents to business products as
well as rebranding of the corporations under stugdye some of the approaches

geared to serve the customers better.

Approaches towards employees were found to inghrdeision of a safe and healthy

work environment for the employees to enable eng#syto work injury free.
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Occupational and Health and Safety policies wereesof the initiatives in place to
drive CSR towards the employees in Vision Group &i@L. Staff motivation and
enhancement in Vision Group and UCL were some @fotiher approaches and these
were through staff training, development and skitisisfer. Approaches in this aspect
were largely influenced by the existing laws, mamagnt strategy and the need to

manage business risk.

Full disclosure of performance results and cleapamte governance mechanisms
were some of the approaches highlighted by theviewees as the CSR approaches
adopted as commitment to investors. Enhancemesuwfd systems to guide investor
decisions and risk management endeavors were séntiee capproaches that the
researcher observed from the available informapertaining to the corporations
under study. Examples of disclosure were noted filmenpublishing of the financial
statements in the newspapers and entity websitdthyVision Group and UCL. It
was however observed that, the corporations uniely have not yet adopted the
"Triple Bottom Line" reporting as there were notairsbility reports seen at the time

of this research.

Tree planting and use of recyclable material weraesof the approaches engaged in
by the corporations towards the environment. UCH banbarked on tree planting
while Vision Group only used newsprint that is releple and not harmful to the
environment. Good environmental management wasdfooribe partly influenced by

the existence of National Environmental Statute.
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5.1.3 The trend of Business Operations and Perforamce of Corporations

5.14

This research study embraced the balanced scorger in attempt to spot trends
of operations and performance of the corporationdeu study over the last four
years. This research study observed good stridede rbg the corporations under
study in the area of customer perspective wherdymtoquality enhancements and
new products to customers were some of the aetsvitndertaken in the four years of

the study.

Internal business processes were also improved lypdime corporations under study.
Both Vision Group and UCL focused on automatioropérations processes as ways
of improving on efficiency. While automation initiees helped Vision Group
improve on efficiency and look forward to profitdCL on the other hand had its

profitability dip and end up into losses especialljh investments at Kamonkoli.

Good trends were also observed in the innovatich laarning perspective. Both
Vision Group and UCL instituted skills developmegitthe staff and information
system upgrades to enhance learning and innovatoom the financial perspective,
both corporations registered incremental salesnwever the years. Vision Group

maintained the same trend in net profit while U€@parted a net loss from 2009.

The effect of CSR on Business Operations aR@&rformance

Majorly, the issue on business operations as reg&®R focuses on the need to
reduce on the costs associated with CSR espethakhe arising out of compliance or
regulatory conflicts. From the interview responddanagement of corporations was

found eager to design and align business operationgays that would help the
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business enjoy economic benefits of CSR especthly avoidance of impacts to
earnings arising from negative events, creatiogoaidwill that in the end impacts on
the earnings positively and efficiencies in productprocesses which may reduce
amount of required resources in the long run. Adgexample was observed at Vision
Group where cost management system were robustiap®n the need to explain
any wastage in the process line, the prompt rempdf any faulty equipment and the
existence of wastage levels that are not supposebet exceeded. UCL looked
forward to recycling energy in the drying proces#tsanew factory in Kamonkoli to
cut down on the drying time of the clay productsisTresearch study summarizes that
economic benefits arising from well aligned busteperations to CSR include:
enhanced organizational reputation, sales revermetly, manageable business risk,
and improved internal efficiencyndeed, CSR expenditure was found to have a direct
effect on sales revenue as increments were notdusbtim. The researcher further
observed that business operations if not well aliwith CSR affects the financial
performance of the business negatively This igire@ment with Lyall (2003) There

is thus a need by corporations to design and imgtermobust accounting and

operations systems that identify and highlight G8Rociated costs.

The study found out that CSR has a number of besndfat positively affect the
business operations and performance of a corparatihese were observed
especially in the non-financial aspects of perfaroga Through the economic benefits
of CSR, Corporations enjoy a number of benefitd ihavitably lead them into
avoiding the negative effects of events or extdtinal This research study observes

that CSR generates goodwill from the communityjcefht internally generated

% CSR costs might put a firm at a financial perfonce disadvantage compared to other less sociaiporesible
firms.
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competences, and good reputation as highlighteeaitier research by Cornell &
Shapiro (1984) Being socially responsible was also found to hbisinesses
potentially gain from higher quality, more prodwetiemployees that are the key
drivers of business performance as was envisagegobyell & Shapiro (1982)and
Marcus (1993) Important to note is that the CSR benefits areeasy to represent
on the balance sheet. Both Vision Group were olesefrom archival documents to
have a considerable share of the market and gdodwin the community as

evidenced from the sales revenue growth figuresd @md good product quality.

The study also yielded a direct and negative et SR on financial performance.
A direct effect was noted in sales revenue wherenarease in CSR expenditure
corresponded to an increase in sales revenue ddiotir year period under study. A
negative effect of CSR was however observed offinla@cial performance where an
increase in CSR expenditure corresponded to a aseli@ each of the five financial
measures computed for the entire four — year pefiibd CSR and net profit for each
of the study firms moved together inconsistentlythwNet Profit rising in years of

decreased CSR and falling in years with increas&€33R. Similar results were noted
when examining the other financial measures ofgserdnce namely; ROCE, ROSF,
ROA, and EPS. The computed results failed to suppaiirect effect of CSR on the
corporations’ financial performance. These resattto the findings of Barnett and

Salomon (2006)

* Social responsibility may benefit the corporatinpncreating goodwill.

® CSR may raise employee morale and result in ise@roductivity.

® Fewer strikes and work stoppages may more thaetdffie other costs associated with being socially
responsible.

" CSR expenditure simply raises the cost of doirgjrt®ss, thereby eroding net profits.
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5.2

CONCLUSIONS

Clearly from the results of this research, factivat influence CSR practice come
from all the stakeholders’ perspectives of comnmwnitustomer, employees,
investors, suppliers and the environment. A busineseds to incorporate all the
stakeholder needs in its business operations & thave underlying benefits to a

socially responsible corporation.

Approach to CSR combines a strong sense of redplitysivith modern business
sense and a commitment to: quality service foranets and a culture of continuous
improvement; an emphasis on strong public accoilityabresponsible employment
practices with well — trained, well — managed andtivated employees, who are
fairly rewarded; contributing to community well bgi and playing a full role as a
corporate citizen; a sustainable approach to enmemtal issues, including the use of
natural resources and energy; actively managinks rite businesses, clients and
stakeholders, as well as to company’s reputati@hagood return to shareholders.
Results from this research indicate that the CSiRiaes that were engaged in by
Vision Group and UCL in the areas of the custoneemployee, supplier, investor,
community and the environment fit well in the lega&conomic, ethical and
philanthropic aspects as highlighted by Carroll9)® Good working conditions for
the employees, disclosure requirements, sales grgwoduct quality and packaging
fit in well with the economic and legal aspects elawareness campaigns, donations
to the community, tree planting among others fitwell with the ethical and

philanthropic aspects.
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Basing from the outcomes of the study, the corpamatunder study registered
positive trends as regards their business opesmao performance in the areas of
customers where new products and product qualityaertements were observed,
internal business processes where new automatiopratesses was observed,
innovation and learning where new skills and tragnivere imparted onto the staff
and the financial perspective where sales greweémh year. Organizations wishing
to survive in today’s volatile environment must adh to corporate social

responsibility requirements by indulging in aciied that spur efficient operations and
better performance. There is need for continueg@tifrom senior management and
all the stakeholders, the challenge being to cantisly ascertain what the company’s
significant social and environmental impacts aré attaching shilling values to these

impacts to ably evaluate operations and performance

Earlier research has yielded mixed results on fleeteof CSR on business operations
and performance with a number of researchers; V(/]J@@E)8 McGuireet al (1988?,
Ullman (1985}° stating a positive effect and others stating gatiee effect; Lane
(2003), Lyall (2002}? while others; Margolis and Walsh (2083have concluded
with mixed results. This research observed a pesaind negative effect of CSR on
Business Operations and Performance of the two dCatipns under study for the

four year period. Positive effects may not eas@yrépresented on the balance sheet

8 CSR has brought forth a number of initiatives, atthiind ways to make a better link between soaial a
financial performance.

® A firm perceived as high in CSR may face relatifieler labour problems or perhaps customers maydre
favorably disposed to its products and this builds bigger market for the products and customensdisales.
1% Financial profitability and social responsibiliaye positively related — profitable firms are begecial
performers.

1 Addressing CSR does not automatically lead to éwed performance.

2 The extra costs in form of CSR might put a firmadinancial performance disadvantage comparethero
less socially responsible firms.

13 Extensive research over the last 30 years orefaéianship between firm social actions and busines
performance have shown both a positive and negetikrelation between CSR and firm financial perfanoe,
and in some cases mixed results.
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5.3

especially market share, corporate image and gadlodwpositive effect of CSR on

Business Operations and Performance was obseryetially in the non-financial

measures of performance. In effort to meet CSRireaqents, improvements were
noted as regards customers perspective (produtitygaad service attributes, market
share, image and reputation), internal businesscegs®s perspective (cost
management, new products, modern processes thahargy efficient, sales growth),
and innovation and learning perspective (staff tguaent and efficient services
delivery/operations). A negative effect was obsérea financial performance where
an increment in CSR expenditure resulted into aedese in net profit and the other
financial measures of performance computed (returrcapital employed, return on

shareholders’ funds, return on assets and earpggshare).

Argument can be made that any increase in expengsshave a similar decrease in
profits in the short run. Suffice to say that mashCSR has benefits to a corporation,
CSR costs have to be well managed to fully redgheebenefits. There is thus need to
account for all social responsibility impacts whewsts are being recorded for each
impact. This is as regards both quantitative andligive information. Social
responsibility costs should be defined clearly.sTwill go a long way to minimize the
uncertainty that is held by both interested staldgrs both internal and internal to

the corporation.

RECOMMENDATIONS
Factors that influence the practice of CSR
The increase in publicity and attention towards G8Rlikely continue and there is

need for leaders and corporations to protect theputations in the eyes of
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stakeholders. Pressure to address CSR is cominmg: frNGOs, investors,
governments, suppliers, customers, employees,atgaland the media. These all are
raising questions whether companies are living agheir Vision and Values in
regard to environmental and social responsibilitg avhether organizations actively
demonstrate CSR. At first, corporations did noidwd that these groups could have
any real influence on corporate behavior, but tlierew increasing awareness that a
company that does not deal with environmental amihérisk factors may damage its
value in the market. It is important to note thednsumers, or customers are not
always end users but may be clients, or other campan supply chains. Whoever

they are, reputation matters.

Approaches used by corporations in their practit€8R

The area defined by advocates of CSR increasirmigrs a wide range of issues such
as plant closures, employee relations, human rigtagporate ethics, community
relations and the environment. Responsible compasiggaged in CSR should
carefully consider their response to economic,renvihental, and social issues. These
can range from how an organization selects and etsarits products or services,
manages and remunerates its employees, takes sdsifignfor its supply chain,
interacts with local communities, and addressesremwment health and safety and

well being.

Business operations and performance
Corporations should consider CSR practices andoms just as any other decision
factor when designing business processes and éwauperformance. Business

operations more than ever therefore have to beguledi and aligned to suit CSR
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requirements. If done well, responsible corporateavior will minimize expenditures
that companies may come to pay as a matter of coewee.Thus, whilst the primary
role of business is to produce goods and servicas dociety needs, there is also
necessity for interdependence between businessauiety in the need for a stable

environment.

Effect of CSR on Business Operations and Performanc

Business managers remain well-served to recogrtiee growing strength and
determination of the socially-conscious stakehad@&op management has to take a
strong stand on social responsibility and developolicy statement outlining that
commitment. A carefully managed program to thagé@fshould be instituted and put
in place with a designated executive who shouldehbe responsibility of monitoring
the CSR program and ensure that implementationnsistent with the firm’s policy
statement and strategic plan. In all, the orgamimahas the responsibility of
performing occasional social audits and compliactoecks — systematic analysis of
its success in using funds it has earmarked fosatsal responsibility goals for the
good of itself and the stakeholders. Stronger kwédisclosure and promotion can be
strategically managed, allowing top corporation agers to concentrate on
shareholder and other non — CSR stakeholder neebi;terests. CSR programs can
be linked to the firm's marketing departments sat ttbetter publicity and

communication regarding CSR efforts reaches tHeebtalders and consumers.

Investor relations departments are a new trend puthlicly listed corporations that is
tasked with filling the gaps of CSR and businesk management, and these should

clearly be embraced by corporations in attemptsiémage stakeholders. Continued
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communication about social responsibility is exteymmportant to ensure success.
Staff must understand the importance and bene§it®oaated with being focused

more towards social responsibility.

Regardless of whether a firm has a formal sustdihalunction, the benefits of
increased social practices disclosure go beyondwuoars and shareholders. There is
a need for reviewing the existing accounting systéth the objective of determining
how CSR costs are presently accounted for andadisd| given that the costs are
attributed to products by way of arbitrary allooas and at times by some form of
activity based costing. The task of listing CSRtsde be analyzed and the bases of
allocation currently being employed will requir@sé work with the accounting staff.
Some costs might be ‘hidden’ though. Identificatafrsocial responsibility revenues
or even cost cutting opportunities currently bammpred is an issue to consider. Care
should be taken to answer questions like: whereiggmovements be made? Can
waste be better sorted and recycled? Is waste lgEngrated because of inferior
materials being acquired, faulty equipment or rggglt staff? How would such
initiatives influence costs? The accounting systdopted should have clear and
accurate disclosure mechanisms. In today’s capitahsive and credit restrictive
environment, business managers should embrace dsetifigiaining access to lenders
and investors and this is possible through disctastihe same recommendation was

given by Ullman (1983}

4 1f firms are to achieve strategic goals relateddditional financing or access to financial maskéte broader
view is one of disclosure.
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5.4

IMPLICATIONS OF THIS STUDY

Factors that influence the practice of CSR

The attention to CSR practices in firms and theultesy publicity is likely to get
stronger rather than diminish. The number and daii¢erests of socially — active
stakeholders is increasing. There needs to beief bight even if CSR practices don't
appear in financial statements or raise finan@aims, stakeholders would prefer to

associate with a company that cares for their bilg.

Approaches used by Corporations in their practit€8R

Responsible action is not worth a company’s invesitnif it does not address the
concerns of those you want to impress. This imptlest an un-emphasized or
improper CSR policy may not likely achieve the dediobjectives despite its being in
place. A corporation needs to have its highestywbdtandards fully translated into

meeting standards of employee care, customergoamvent and, the wider society.

Business operations and performance

An increasing number of executives now realize tbettain issues related to
Corporate Social Responsibility enhance corporatege, enhances customer loyalty
and consequently increases profits. Thereforedditian to making a profit, business
managers should help to solve social problems wenethnot business helps to create
those problems even if there is probably no shortar long-run profit potential. The
challenge now is for corporations of all sizes aedoss all sectors to find ways of
being socially responsible in their operations &ae tsame time improving

performance.
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Effect of CSR on Business Operations and Performanc

Research into the effect of CSR practices on basimerformance began in the
1970’s and continues today. Despite almost fourades of research, the results
remain mixed. Part of this may be with the diffiguin measuring CSR efforts

(Aupperlee et al., 1985) and the generally commoth accepted measurements of
business performance. More accurate and measurabtbods of assessing and
comparing CSR practices need to be developed. 8gcomeasures should be

developed that are required reporting by firms aodvoluntary. This is to say that a
firm’s level of CSR is often hidden because of aidenot to tout one’s charity in the

public eye. There are likely many very CSR consgicorporations that simply do not
report all the positive practices they employ onalmns they provide. Therefore,

obtaining a truer picture requires more objectind aommonly reported measures of
CSR. Business managers need to better understarichtteoffs and consequences of
seeking short term financial gains at the experfséormger-term social goodness
Windsor (2001). Perhaps leaders need to simply liawk that Corporate Social

Responsibility, Business Operations and Performareelinked in the long term,

even if it cannot be demonstrated on a balance.shee

Earlier studies have tended to focus large firneggk firms are in a brighter public
spotlight, future research could help shed lightsoraller and mid-sized firm’s CSR
practices, operations and performance. Smallersfinmay be more representative of
CSR in the real-world where fewer economic resair@eailable to the firm may

result in different choices.
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APPENDIX Il: SURVEY QUESTIONNAIRE

VISION GROUP QUESTIONNAIRE
Dear respondent,

Thank you for participating in this survey. There ao right or wrong answers and you may
stop at any time; however, completing the entirvesy (about 5 — 10 minutes) is greatly
appreciated. Your results will remain anonymous.

This Questionnaire is academic oriented and isfstudy under the topitTHE EFFECT
OF CORPORATE SOCIAL RESPONSIBILITY ON BUSINESS OPERATIONS AND
PERFORMANCE.

Thank you for helping me advance my academic studie

Respondent Particulars (please tick as appropriate)

1. Please tell us your gender: M F
2. Please tell us which range best describes your age:
18-29 30-39 40-49 50-59 60 or over
3. What function of Vision Group are you involved wath
Finance
Production
Quality Control
Sales and Marketing

Management

O O O O o o

Others (please specify) .........ccovviiiieannn..

4. For how many years have you been with Vision Group?

0 Less than 5
0 5 or more
Section 1

5. Does the Vision Group have a Corporate Social Respiity policy?
0] Yes
o] No

6. If YES in 5, is this policy written down?
o] Yes

0 No
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7. Factors that influence the practice of CSR

Please indicate your level of agreement in resjpeitte following statements as they relate to
CSR practice of your organizatiopléase tick or circle 1 = strongly disagree, 5 = strongly
agree)

Caring for the customers and community

a. Addressing community needs influences Vision GreUpSR practice 1 2 3 4 5
b. Community acceptance influences Vision Group’s Q&&ttice 12 3 4 5
c. Better contribution to community influences the @ots CSR practice 1 2 3 4 5
d

. Environmental conservation influences Vision GraupSR practice 1 2 3 4
Profit through caring
a. Enhanced staff morale influences Vision Group’s Qf8&ttice

b. Improved staff welfare influences Vision Group’siCSractice 1 2

Business of business is business

a. Profit maximization influences Vision Group’s CSRagtice 12 3 4 5
b. Long-term survival influences Vision Group’s CSRigtice 12 3 4 5
c. Customer approval influences Vision Group’s CSRfica 1 3 4 5
d. Customer loyalty maintenance influences the GroupSR practice 1 2 3 4
e. Enhancement of corporate image influences the AR practice 1 2 3 4 5
Other factors
a. Vision Group’s interests in CSR influences its Q3Rctice 12 3 4 5
b. Competitor practices influences Vision Group’s Q3Rctice 12 3 4
c. Industry standards influences Vision Group’s CS&cpce 3 4
d. Reducing business risk influences Vision Group’fk@factice 12 3 4 5
e. Increasing rivals’ costs influences Vision Grou@SR practice 12 3 4 5
Section 2
8. Approaches to CSR
To your knowledge, hagision Group done any of these practices?

Yes No

a. Provided preventative health, safety and good wgrkonditions

to all employees
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. Integrated environmental management into businesepses

Provided funding to community’s well-being in 2010

Enhanced product quality, customer care and inettathical

advertising

Sent only 5% of manufacturing waste to landfills

Instituted sound systems to guide investor decssion

Section 3 (please tick or circle as appropriate)

9.

Business Operations and Performance

Please indicate your level of agreement in resjeetite following statementplease tick or

circle: 1 = strongly disagree, 5 = strongly agree)

a.

> @ =

Vision Group attempts to identify and measure costocial

responsibility activities. 12 3 4 5

Vision Group has Social Responsibility complianod segulatory

measures in place 12 3 4 5

Vision Group sets particular objectives for its@aating and

conversion processes 2 3 4 5

Use of recycling has doubled over the last 4 years

Product/service attributes have improved in thedagears

1
1
Customer relationships have improved over the years 1
Image and reputation of Vision Group has improveer the years 1

1

N NN NN

New products and services have been developee@ ilash4 years
There has been growth in the entity’s businessevalu 1 2 3

Section 4

10.CSR and Business Operations/Performance

Please indicate your level of agreement in resjeetite following statementplease tick or

circle as appropriate 1 = strongly disagree, 5 = strongly agree)

a.

b
c
d.
e

. CSR has an effect on internal business processéisioh Group 1

. CSR has an effect on Vision Group’s competitiveness

. CSR has an effect on attainment of Company objestijoals 1

CSR has an effect on Customer satisfaction 12 3 4 5

CSR has an effect on Vision Group’s profitability

w W w W

N
A M NP

Xiv

S NS S



11.In your opinion, does the Vision Group align Coiger Social Responsibility with
Financial priorities?
0 Yes
0 No
12.1s CSR part of the Company’s annual budget
(o] Yes
o] No
13.What percentage of the budget is allocated to CSR?

Thank you again for participating in this survey.
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UGANDA CLAYS LIMITED QUESTIONNAIRE
Dear respondent,

Thank you for participating in this survey. There ao right or wrong answers and you may
stop at any time; however, completing the entirvesy (about 5 — 10 minutes) is greatly
appreciated. Your results will remain anonymous.

This Questionnaire is academic oriented and isfstudy under the topitTHE EFFECT
OF CORPORATE SOCIAL RESPONSIBILITY ON BUSINESS OPERATIONS AND
PERFORMANCE.

Thank you for helping me advance my academic studie

Respondent Particulars (please tick as appropriate)

1. Please tell us your gender: M F
2. Please tell us which range best describes your age:
18-29 30-39 40-49 50-59 60 or over
3. What function of UCL are you involved with?
Finance
Production
Quality Control
Sales and Marketing

Management

O O O O o o

Others (please specify) .......ccccovvviiieannn..

4. For how many years have you been with UCL?

0 Less than 5
0 5 or more
Section 1

5. Does UCL have a Corporate Social Responsibilitycy@l
0] Yes
o] No

6. If YES in 5, is this policy written down?
0 Yes

0 No
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7. Factors that influence the practice of CSR

Please indicate your level of agreement in resjpeitte following statements as they relate to
CSR practice of your organizatiopléase tick or circle 1 = strongly disagree, 5 = strongly
agree)

Caring for the customers and community

a. Addressing community needs influences Vision GreUpSR practice 1 2 3 4 5
b. Community acceptance influences Vision Group’s Q&dttice 12 3 4 5
c. Better contribution to community influences the @ots CSR practice 1 2 3 4 5
d

. Environmental conservation influences Vision GraupSR practice 1 2 3 4
Profit through caring
a. Enhanced staff morale influences Vision Group’s Gfs&ttice 1 2

b. Improved staff welfare influences Vision Group’siECfractice 12

Business of business is business

a. Profit maximization influences Vision Group’s CSRagtice 12 3 4 5
b. Long-term survival influences Vision Group’s CSRigtice 12 3 4 5
c. Customer approval influences Vision Group’s CSRfica 12 3 4 5
d. Customer loyalty maintenance influences the GroupSR practice 1 2 3 4
e. Enhancement of corporate image influences the AR practice 1 2 3 4 5
Other factors
a. Vision Group’s interests in CSR influences its G3Rctice 12 3 4 5
b. Competitor practices influences Vision Group’s Q8Rctice 12 3 4 5
c. Industry standards influences Vision Group’s CSatpce 1 4 5
d. Reducing business risk influences Vision Group’fk@factice 12 3 4 5
e. Increasing rivals’ costs influences Vision Grou@SR practice 12 3 4 5
Section 2
8. Approaches to CSR
To your knowledge, hadCL done any of these practices?

Yes No

a. Provided preventative health, safety and good wgrkonditions
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to all employees

b. Provided funding to community’s well-being in 2010

c. Enhanced product quality, customer care and institathical

advertising

d. Integrated environmental management into businessepses

e. Sent only 5% of manufacturing waste to landfills

f. Instituted sound systems to guide investor decssion

Section 3 (please tick or circle as appropriate)
9. Business Operations and Performance
Please indicate your level of agreement in resjeetite following statementplease tick or
circle: 1 = strongly disagree, 5 = strongly agree)
a. UCL attempts to identify and measure costs of $ocia

responsibility activities. 12 3 4 5
b. UCL has Social Responsibility compliance and reiguia

measures in place 12 3 4 5

c. UCL sets patrticular objectives for its accountimgl a

conversion processes 2 3 4 5
d. Use of recycling has doubled over the last 4 years 12 3 4
e. Product/service attributes have improved in thedagears 12 4
f. Customer relationships have improved over the years 12 3 4
g. Image and reputation of UCL has improved overyters 12 4
h. New products and services have been developea ilash 4 years 12
i. There has been growth in the entity’s businessevalu 12 3 4
Section 4

10.CSR and Business Operations/Performance
Please indicate your level of agreement in resjaettte following statementplease tick or

circle as appropriate 1 = strongly disagree, 5 = strongly agree)

a. CSR has an effect on Customer satisfaction 12 3 4 5
b. CSR has an effect on internal business procesdg€ of 3 4

c. CSR has an effect on UCL’s competitiveness 1 3 4

d. CSR has an effect on UCL’s profitability 12 3 4
e. CSR has an effect on attainment of Company objestyoals 12 3 4

XViii



11.In your opinion, does UCL align Corporate Social spensibility with Financial

priorities?
0] Yes
0] No

12.Is CSR part of the Company’s annual budget
0 Yes
0] No
13.What percentage of the budget is allocated to CSR?

Thank you again for participating in this survey.
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APPENDIX Ill: INTERVIEW GUIDE

1. Does the company have a CSR policy? If yes, ispbigy written down?

2. How do you find the CSR policies of the company?

3. What influences management’s engagement in CSR?

4. Does Government have a role towards organizatiosladvior?

5. Are there any specific regulations, statutory ¢reotvise that the company should comply
with as regards CSR?

6. Of what value is engaging in CSR to the business?

7. What different approaches has management institotéae practice of CSR?

8. In your opinion, does engagement in CSR have afectebn the business performance
and operations of the business?

9. What effect has CSR on stakeholder relationshipgb satisfaction with the business’
undertakings?

10.How does management incorporate CSR costs intoviisall business operations?

11.What more do you think the company should do toeradtter its CSR engagements?
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APPENDIX IV: FINANCIAL DATA SUMMARY OF CASE STUDY F IRMS

VISION GROUP

Financial summary
Particulars 2006/2007 2007/2008 2008/2009 2009/2010
Sales Revenue 32,633,131 39,061,869 43,200,812 49,947,578
EBIT 4,904,484 6,956,551 4,155,905 2,535,827
Net profit 3,368,276 4,720,643 2,182,847 734,786
Total Assets 21,262,729 26,944,244 55,186,141 59,762,24%
Current Liabilities 2,955,672 3,734,926 4,019,039 6,524,744
Shareholder's funds 16,527,343 20,293,881 48,453,922 48,041,208

Ratio computation
Year CSR related CSR % of Net Profit%e| ROCE % ROSF% ROA% ERS

expenditure| revenue

2007 318,000,00( 0.97% 10.32% 26.79% 20.38% 15.84% 66
2008 369,800,00( 0.81% 12.09% 29.97% 23.26% 17.52% 93
2009 | 1,066,019,000 2.47% 5.05% 8.12% 4.50% 3.96% 29
2010 | 1,674,253,000 3.35% 1.47% 4.7%% 1.53% 1.23% 10

UGANDA CLAYS LIMITED

Financial summary
Particulars 2007 2008 2009 2010
Sales Revenue 11,699,713 13,548,257 16,722,124 17,792,671
EBIT 3,324,42% 3,252,13% 1,543,325 (1,320,076
Net profit 2,107,841 2,151,982 (707,062 (3,858,961)
Total Assets 39,758,943 52,470,889 57,461,644 40,120,783
Current Liabilities 14,199,203 7,734,19( 13,619,320 15,138,000
Shareholder's funds 12,566,706 24,384,715 23,677,653 19,818,692

Ratio computation
Year CSR related CSR % of Net Profit%e| ROCE %4 ROSF% ROA% ERS

expenditure revenue

2007 49,790,78( 0.43% 18.02P6 13.01% 16.77% 5.830% 05 3.
2008 114,512,71( 0.85% 15.88% 7.27% 8.83% 410% 027
2009 155,323,16( 0.93% -4.23M6 3.52% -2.99% -1.23% 0.88-
2010 211,929,70( 1.19% -21.69% -5.28% -19.47% 9%9.62 -4.82
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APPENDIX V: DESCRIPTIVE STATISTICS OF CASE STUDY FI RMS

VISION GROUP

Measure 2007 2008 2009 2010 Min value Max | Mean
value
Net Profit 10.32% 12.09% 5.05% 1.47% 1.47% 12.09% .23%
ROCE 26.79% 29.97% 8.12% 4.75% 4.75% 29.97% 17.41%
ROSF 20.38% 23.26% 4.50% 1.53% 1.58% 23.26% 12.42%
ROA 15.84% 17.529 3.96% 1.23% 1.23% 17.5P2% 9.64%
EPS 66 93 29 1 10 93 49.5
UGANDA CLAYS LIMITED
Measure 2007 2008 2009 2010 Min value Max | Mean
value

Net Profit 18.02% 15.88% -4.234 -21.69% -21.69% 02% 1.97%

(=)

ROCE 13.01% 7.25% 3.52¢ -5.28% -5.28% 13.01% 4.63%

(=)

ROSF 16.77% 8.83% -2.99% -19.47% -19.4f% 16.77% 9%.[/
ROA 5.30% 4.10% -1.23% -9.62% -9.62% 530% -0.36%
EPS 3.05 2.7( -0.88 -4.82 -4.82 3.05 0{01
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