
Article

Corporate Social  
Responsibility—  
Performance Nexus:  
The Moderating Role  
of Board Size, Board  
Independence and  
Board Gender  
Diversity in Ghana

Ronald Ebenezer Essel1

Abstract

This inquiry examined the moderating influence of board size, board indepen-
dence, and board gender diversity on the association between corporate social 
responsibility (CSR) and firm performance (FP) in Ghana. It utilized data from 
audited financial statements of all 36 firms listed on the Ghana Stock Exchange, 
spanning 2010–2020. The study espoused system-GMM for the empirical esti-
mation. Findings show that CSR demonstrated significantly positive relationship 
with FP, consistent with the stakeholder theory, which is aligned with Carroll’s 
four-factor-pyramid theory but inconsistent with the agency cost theory. Again, 
findings depict that all three board structure elements moderated the relation-
ship between CSR and FP.
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Introduction 

Corporate social responsibility (CSR) and corporate governance (CG) issues have 
become very crucial for firms’ success in today’s competitive global business 
environment. Business success is dependent on how well management decisions 
are made. These managerial decisions are also hugely affected by the composition 
and quality of the board of directors (BOD). This is because some vital managerial 
decisions may have to go through BOD approval before implementation. CSR has 
egressed as one of the significant concerns of managers given the heightened cog-
nizance, evolving ecological/sustainable demands and attention/pressure originat-
ing from regulatory authorities, policy-makers, the media, industrial practitioners, 
researchers/academia and the general public (Oduro & Haylemariam, 2019). 
Consequently, firms are progressively divulging information concerning their 
CSR activities. This is in the quest to satisfy stakeholders and to establish positive 
brand images to gain competitive advantages in the business environment, thereby 
creating value for shareholders (Ratnasari et al., 2021). CSR disclosure aids busi-
nesses to boost investors’ confidence in investment decisions. 

There is no universally explicitly accepted definition of CSR as its definition 
has evolved in a manner that integrates economic, social, environmental,  
and sustainable developmental facets into corporate strategy (Babajee et al., 2022; 
Singh & Misra, 2021). CSR is a firm’s governance strategy, considered interna-
tional private voluntary corporate self-regulation (Sheehy, 2015), as those activi-
ties are not obligated by the civic administrative authorities in most regulatory 
jurisdictions. Such activities are deemed societally and ecologically friendly, 
ethical, and beneficial and contribute to a stronger firm’s brand image. Carroll 
(1991) categorized CSR as a pyramid of responsibilities, with economic responsi-
bilities at the base, followed by legal, ethical, and discretionary/philanthropic 
responsibilities.

The European Commission (2001) defines CSR as activities that permit busi-
nesses not only to fulfil their mandate but also to exceed it and invest in an employ-
able workforce in their communities and solidify stakeholder relations. Whereas 
some shareholders view CSR activities as an interruption of the firm’s fundamen-
tal objective of shareholder wealth maximization, other stakeholders’ especially 
top-level management view CSR as a societal obligation with enormous financial 
rewards to the business, which can serve as a recipe for solving the agency 
problem. A corporation’s BOD, is one key structure, that business owners rely on 
via their mechanisms to solve the agency problem as their routine function of 
monitoring, supervision, strategic direction, oversight control, and proper govern-
ance bring into line, managers’ interests with those of non-management shareown-
ers at the least feasible cost, thereby adding value to the firm (Feng et al., 2018). 
Different BOD dynamics may have different influences on decision-making as  
to whether to allocate resources or not for CSR activities. The BOD must be 
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responsive to the core duties allotted them, not indulging in opportunistic activi-
ties and funds tunneling. BOD’s focus should be on strategically directing man-
agement to enhance the day-to-day running of the firm. The CG metrics of 
importance to this current study are board size (BS), board independence (BI), and 
board gender diversity (BGD). It is highly imperative to therefore examine the 
interconnectedness between CSR and board structure elements like BS, BI, and 
BGD to apprehend their combined moderating influence on listed firms’ perfor-
mance in Ghana. 

CSR-firm performance-(FP) nexuses have been and continue to be a subject 
matter of strong academic/scholarly research interest. Numerous studies have 
been performed to explore the influence of CSR on FP worldwide. Many of these 
studies were conducted in industrialized economies with scanty studies performed 
in emerging economies, such as Ghana (Babajee et al., 2022; Waheed, 2021). 

Extant literature indicates that several inquiries that assessed the association 
between CSR and FP yielded either positive (Babajee et al., 2022; Feng et al., 
2018; Javeed & Lefen, 2019; Nyeadi et al, 2018; Waheed et al., 2021); negative 
(Hirigoyen & Poulain-Rehm, 2017), neutral (McWilliams & Seigel, 2000), insig-
nificant relationship (Okafor et al., 2021) or U-shaped/inverted U-shaped relation-
ship (Grassmann, 2021). 

Authors such as Babajee et al. (2022) and McWilliams and Siegel (2000), attrib-
uted the mixed results to the diversity of data sources, differences in investigational 
periods, contextual variances and flawed econometric specifications, in particular, 
the usage of static regression models, that ignored the elements of dynamism and 
also failed to control for endogeneity, heterogeneity, heteroscedasticity, simultaneity 
and reverse causality issues. Moreover, Babajee et al. (2022) are of the view that 
simulating pecuniary performances of businesses is a non-static activity, and there-
fore, applying static regression models in such a scenario produces spurious/biased/
inconsistent results. It is, therefore, highly imperative to examine those variables 
that aid in explicating the inconclusive empirical findings. This necessitates further 
inquiries into the association between CSR and FP. 

While authors like Galbreath (2018) and Saleh et al. (2020) are of the view that 
subsequent studies should consider the possibility of moderating the relationship 
between CSR indices and FP metrics to strengthen the said relationship, as the 
direct link is regarded too simplistic, others such as Waheed et al. (2021) have 
called for deeper/further investigations from ensuing researchers on the influence 
of CSR on FP in developing countries like Ghana, where the literature of this kind 
is near-absent. This current study, therefore, investigates the moderating role of 
board structure elements like BS, BI, and BGD on the relationship between CSR 
and listed companies’ performance in Ghana, deploying a robust system-GMM to 
address this ignored phenomenon. 

The main goal/aim/objective/purpose of this inquiry is to empirically explore 
the moderating role of board structure metrics of BS, BI, and BGD in the associa-
tion between CSR and FP in Ghana, a lower-middle-income West African country, 
south of the Sahara.

The contribution of this study to the extant literature is the exploration of the 
moderating influence of BS, BI, and BGD on the association between CSR and 
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the performance of firms listed on the GSE, which to the best of the author’s 
awareness is the foremost research to examine such moderating associations in 
Ghana. By utilizing a robust dynamic panel system-GMM, this inquiry adds to the 
extant literature in view of the fact that it deals with the non-static nature of pecu-
niary performance simulation (Babajee et al., 2022) in addition to probable unob-
served heterogeneity, heteroscedasticity, endogeneity, simultaneity, and reverse 
causality concerns likely to be present in the CSR-FP literature. 

The remaining sections of this article are organized in the following manner: 
The second segment reviews the theoretical and empirical literature and formu-
lates the study’s hypotheses. Data and research methodology follow in section 
three. A presentation and discussion of the research results are provided in  
section four. Limitations and areas for further inquiries are offered in the fifth 
segment. Conclusion, policy, and managerial implication relevance end the study 
in section six.

Literature Review and Hypotheses Development

Theoretical Literature

Underpinning Theories: Carroll’s Theory and the Stakeholder Theory

This study presents Carroll’s 4-factor Pyramid theory as the chief basis for a firm 
to undertake CSR activities in Ghana. This is theoretically aligned with the stake-
holder theory which explains that a corporation does not only exist to create value 
for its shareholders but also for the needs of diverse stakeholders like the employ-
ees, customers, suppliers, creditors, the general public, government, and state 
agencies, social, legal, ethical and community needs and is entirely required to 
create excellent relationships with such stakeholders. Managers are principally 
charged not only to seek stockowners’ interest but with the more social responsi-
bility of synchronizing all stakeholder interests, harmonizing any arising conflict, 
and optimizing the aggregate gains over all times horizons. 

Carroll (1979) provided a theoretical hypothesis that systematically explains 
indispensable portions of CSR, namely, (a) the constituent of CSR (b) The social 
issues to be addressed by corporate entities and (c) the organizational philosophy 
of social responsiveness. From Carroll’s perspective, CSR activities should com-
mence from the base of the pyramid to the apex, that is, from economic responsi-
bilities through to philanthropic responsibilities. When a firm fulfils its primary 
economic responsibility efficiently, then it can move to legal responsibility in that 
order. Carroll (1991) is of the view that the foremost stage in executing CSR is to 
engage in a business venture and realize profits. According to Carroll, profits are 
required to compensate providers of capital to the business. Furthermore, profits 
must be ploughed back into the business to sustain business growth. 

The focal notion of Carroll’s theory is to implement CSR activities in an 
ordered format, which when implemented results in a positive relationship with 
FP. A business is recognized as societally responsible if it functions profitably, 
conforms to the law, engrosses in moral/ethical behavior and donates to society 
via philanthropic activities. Windsor (2001) asserts that pecuniary and lawful  
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obligations are needed socially, ethical responsibilities are expected socially and 
philanthropic agendas are desired socially. When Carroll formulated his original 
theory in 1979, which metamorphosed into his four-element pyramid theory in 
1991, it was vividly executed having American kind capitalist civilizations at the 
background. Nonetheless, Crane and Matten (2016) noted that all the strata of 
Carroll’s theory were useful in Europe. Similarly, Visser (2016) assessed Carroll’s 
theory in emerging economies especially, African economies, and contends that 
the classical Carroll’s theory differs in the order of arrangement in the African 
context. According to Visser (2016), in emerging economies, economic responsi-
bility is regarded as the most important, followed by philanthropic responsibili-
ties, then legal, and finally ethical responsibilities (Wayne, 2010). Given the 
above, businesses must shed light on the nature of the environment in which they 
operate before implementing Carroll’s concept. To maximize the gains associated 
with CSR, firms need to take into consideration the immediate community’s 
requirements and thus adopt projects that have an analogous fit with that society.

CSR of Firms in Ghana

In Ghana, firms that are considered good corporate citizens are awarded annually 
by The Centre for CSR, West Africa during the Ghana CSR Excellence Awards in 
various categories for their CSR engagements. The basis for the awards includes 
beneficiary-focused initiatives, commitment to sustainability, execution of out-
come-focused CSR ingenuities for each period, and established allegiance to the 
tripartite bottom line (people, planet, profit). 

The Ghana CSR Excellence Awards was instituted to ensure that corporate 
bodies become more socially responsible and sustainability conscious when 
undertaking their core business functions. To improve the livelihood of the people 
in their operating environs, the types of CSR firms in Ghana engage in include the 
building of mechanized boreholes and provision of portable drinking water in the 
remote countryside, sanitation projects, schools, provision of scholarships to 
needy but brilliant students, sports sponsorships, financial supports to orphanages 
and needy institutions, market places, lorry parks, community centers, health 
facilities, electrification projects, road construction among other CSR projects. 
Concerning firms mining in Ghana, the Ghana Chamber of Mines require them to 
allocate at least US$1 of their operating income per ounce of Gold and also one 
percent of their earnings after interest and tax to aid repair the damages caused in 
their respective communities of operations (Source: Ghana Chamber of Mines, 
2011). Several corporate entities (e.g., Fan Milk Limited) have also signed on to 
the UN Global Compact initiative that ensures that they operate in an ethical and 
socially responsible manner and act as good corporate citizens. CSR decisions  
of foreign firms operating in Ghana are mainly guided by legal prescriptions, 
those of the indigenous Ghanaian firms are guided mostly by discretionary and 
social considerations. The socially oriented CSR practices of the local firms are 
consistent with cultural expectations in Ghana that those with extra resources 
should support the less privileged members of the society. The empirical-based 
extant literature established that contemporary CSR in Ghana is framed within  
the context of development and reflects voluntary corporate self-regulation  
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(Amo-Mensah, 2021) as the legal and legislative framework regulating CSR 
activities in Ghana is quite different from those in other emerging market econo-
mies. While in other emerging market economies, CSR are government-led, 
where company CSR decisions are guided by national laws, CSR activities in 
Ghana reflects a corporate self-regulatory approach, where, CSR laws have not 
been explicitly enshrined in any national legislation (Amo-Mensah, 2021). In 
addition, Ghanaian cultural values and principles had always shaped the CSR 
activities of businesses that operate in Ghana, thus making the kind and type of 
CSR firms undertake in Ghana quite unique and distinct from those of other 
emerging market economies (Amo-Mensah, 2021).

Empirical Literature 

CSR and FP

CSR describes the sense of accountability businesses have for the societies they 
operate in and at the same time enhancing FP. The conventional method of CSR 
refers to the communal and ecological constructs, lead organizations to realize 
sustainable performance (Yong et al., 2022). CSR assists companies in eradicating 
or lessening the conflicting contentions institutional agents, that is, corporate 
managers and business owners (Sial et al., 2018), thus solving the agency problem 
within the firm. CSR undertakings create interpersonal resources and moral capital 
which enhances a company’s performance (Wang et al., 2008). CSR programs 
show a dip in employee resignations and raise workers’ loyalty (Santos, 2011), 
improve customer satisfaction level (Saeidi et al., 2015), increases client commit-
ment (Weber, 2008), and assist companies to enhance their general reputation 
(Tencati et al., 2004). 

The aforesaid dynamics support companies in reducing the transaction cost and 
increasing FP (Manchiraju & Rajgopal, 2017; Sprinkle & Maines, 2010). Those 
companies that engender sufficient and extra earnings are ardent to show social 
and environmental revelation in their reportage (Ho & Taylor, 2007). Besides, 
social-influence philosophy posit that CSR affect FP positively and enhances the 
communal relations of the firm (Cornell & Shapiro, 1987). Good corporate citi-
zens convey pecuniary rewards to the institutions, thus reinforcing the connection 
between CSR and FP (Khan et al., 2020). 

Information from prior studies reveals that CSR is an efficacious means, 
adeptly making institutions to realize greater performance (Lu et al., 2020). 
Supporters of the direct association between CSR and FP advocate that CSR 
enhances a company’s image/value, which further surges the long-run financial 
performance of firms. Undoubtedly, CSR enhances a company’s reputation, brand 
position, and image (Adapa, 2018; Kotler & Lee, 2005). Furthermore, it yields 
sales increments, re-enforces worker commitment and staff allegiance, upsurge 
labor efficiency, and offers further pay-offs (Mousiolis et al., 2015). Indisputably, 
executing CSR programs have demonstrated to lead to improved operational  
functionality, pecuniary business rewards, and alleviation of business hazards 
(Dhaliwal et al., 2011). Thus, partaking in CSR programs re-enforces a firm’s 
ethnic identity, yielding greater stakeholder satisfaction and enhanced financial 
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performance (Okafor et al., 2021). Besides, numerous pieces of research establish 
a conspicuous notion of CSR on FP (Latif et al., 2020) by endorsing the direct 
association between CSR and FP (Ling, 2019). 

In sum, the literature review largely depicts a direct correlation between CSR 
and FP. Building on the literature review, this inquiry formulates a testable hypoth-
esis as follows:

H1: CSR has a positive and significant influence on FP.

CSR, BS, and FP

Ceteris paribus, increasing BS should result in a dip in discretional accumulations 
and enhance the quality of pecuniary reportage in view of BOD’s high inspection 
and monitoring levels. According to Fama and Jensen (1983), the BOD is the most 
essential conduit in the interior CG configuration of a company. Agency theory 
(AT) posit that, the bigger the board, the more attentive and watchful the board 
will be because a considerable number of veteran and knowledgeable board 
members will be monitoring and appraising managerial actions and inactions 
(Kiel & Nicholson, 2003). Again, AT’s viewpoint is that bigger boards assist effi-
cient monitoring by cutting CEO power and safeguard shareowners’ interests 
(Singh & Harianto, 1989). They contended that bigger boards enhance the negoti-
ating locus of the board vis-à-vis CEO and thus bigger boards are more efficient 
in monitoring managerial activities. Bigger boards are regarded as having adept 
board members, specifically those who are non-executive directors and can offer 
ecological links. 

Contrariwise to research undertaken by the investigation of (Ujunwa, 2012) 
examining the influence of BOD features on Nigerians pecuniary performance, it 
was revealed that, BS was indirectly associated with FP. Saad (2010) indicated 
that the pecuniary performance of the company is enhanced with a bigger BS 
because the firm will have more knowledgeable directors to excellently execute 
their functional duties. Cheng (2008) opined that bigger BS is indirectly related to 
FP. Cheng maintained that having a bigger board will generate more bureaucratic 
delays during the decision-making process. BS is usually used as a signal for the 
advisory/monitoring role. Practical study findings on ideal BS are mixed. 
Opponents of bigger BS argue that, bigger BS increases operational expenses and 
BOD contentions. On the other hand, supporters of bigger BS contend that, small 
BS are ineffective in monitoring influential corporate heads and CEOs. Coles  
et al. (2008) also maintained that, BS has a direct correlation with firm size. 
Accordingly, based on the literature review, this article  formulates hypothesis 
number 2 as follows:

H2: BS moderates and strengthens the relationship between CSR and FP.

CSR, BI, and FP

One school of thought is of the view that for BOD to be efficacious in its monitor-
ing activities, then it should be autonomous. Besides, non-executive members’ 
inclusion on the BOD is a proficient means of lessoning the potential agency 



40  IIMS Journal of Management Science 15(1)

problems of corporate entities. Numerous prior studies’ assessment of BI as a 
moderator on the association between CSR and FP have yielded varied findings 
(Chen, 2011; Duru et al., 2016; Moussa, 2019; Karadağ et al., 2015; Wu & Wu, 
2014). These researchers contend that non-executive members’ interest on the 
BOD has to do with mitigating corporate risk vis-à-vis investment decisions 
making. Conversely, others are of the opinion that the non-executive directors’ 
overly involvement in the routine dealings or happenings of the corporate entity 
may limit top-level authority holders to undertake their operational duties freely. 
The extant literature thus theorizes the moderating role of BI as follows: 

H3: BI moderates and strengthens the relationship between CSR and FP.

CSR, BGD, and FP

The utmost extensively deliberated feature of BOD multiplicity and dynamics is 
gender. The structure of gender on the board is an imperative CG construct, since 
females and males are traditionally, dissimilar. For example, evidence from prior 
studies indicates that men and women are dissimilar concerning personality traits, 
style of communication, level of education, level of knowledge, and work experi-
ence. To validate this, contentions elements/factors like the speedy socialization 
experienced by the feminine gender, and gender’s influence on their behavior as 
females (Shepard et al., 1997). Some researchers’ document that feminine direc-
tors may play an inconsequential role in checking issues in view of gender-based 
predispositions (Galbreath, 2018). Studies on the impact of gender diversity in 
developing countries are comparatively scanty because of cynicism about involv-
ing female directors on the board of most corporate entities. 

In 2009, Johl et al. (2015) analyzed the effect of BOD features and FP of 700 
publicly companies operating on the Malaysia Stock Exchange and unveiled that 
female involvement yielded significantly direct association with ROA. This con-
forms to the works of Taghizadeh and Saremi (2013) whom in 2008 analyzed 150 
publicly listed firms in Malaysia. Analogous findings were revealed by Hou et al. 
(2015) for companies operating on Singapore’s main bourse. Hou et al. (2015) 
revealed that female multiplicity upsurges the company’s stock market prices 
measured via TQ. Nonetheless, Marimuthu and Kolandaisamy (2009) study 
revealed insignificant association sex multiplicity and FP. 

The association between sex multiplicity and myriad FP metrics (ROA, return 
on equity [ROE], and TQ) in Scandinavia countries is somewhat feeble. Daunfeldt 
and Rudholm (2012) and Schwizer et al. (2012) unveiled insignificant correlation 
between sex multiplicity and FP. Nonetheless, Ahern and Dittmar (2012) indicated 
that market share prices of companies in Norway drop with the inclusion of female 
BOD members to satisfy the country’s affirmative action drive. 

One can, therefore, conclude that female directorship on the BOD yields 
healthier board crescendos and relatively enhanced FP. AT submits corporate man-
agers would be effectively monitored with a more multifaceted BOD. On the basis 
of the findings of prior studies in the extant literature, this article formulates the 
fourth and final hypothesis as follows: 
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H4: BGD moderates and strengthens the relationship between CSR and FP.

Conceptual Framework (Research Model)

This study’s research model (conceptual framework) is built on the linkages 
between variables (prognostic, control, moderating, and response) in previous 
research. Figure 1 present a schematic view of the study’s conceptual framework 
guiding this empirical investigation, depicting that CSR decision of listed firms in 
Ghana affect FP via the moderating impact of board structure elements as follows: 
CSR index influences FP proxies by accounting-based profitability metric, that is, 
ROA and market value metric represented by TQ via the moderating influence of 
BS, BI, and BGD. The use of the word “outcomes” in Figure 1 is not referring to 
outcome variable as in dependent variable. It is only explicating the consequences 
or end result of the impact of CSR on FP. These outcomes are usually seen/
reflected in the various communities of operations referred to as societal outcomes 
[1. Improve physical environment, 2. Improve social welfare, 3. Community 
development] or reflected in corporate performance referred to as corporate out-
comes [1. Improved earnings, 2. Reduce operational cost, 3. Enhanced firm image 4. 
Satisfied employees] as shown in Figure 1.

Data and Methodology

Sample and Data

The inquiry’s population comprised all 36 listed companies in Ghana. This form 
the study’s sampling frame and size. The researcher’s intent was to ascertain 

Figure 1. Conceptual Framework (Research Model).
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whether corporations’ CSR programs contributed value to Ghana’s capital market 
players. The study utilized pecuniary information pooled from the audited final 
accounts of listed firms for the period 2010–2020, yielding 396 balanced panel 
firm-year observations. The financial information was acquired from the facts 
book of the Ghana Stock Exchange and the websites of the companies via with-
drawal technique. All 36-listed firms have in one way or another other engaged in 
CSR activities in Ghana over the study period. The author hand-gathered primary 
data on board structure variables (BS, BI, and BGD) via a structured (close-end) 
questionnaire (Appendix) administered to the top-level management of the listed 
firms and verified the information with information extracted from the Annual 
Corporate Governance Reports published by the GSE and information from the 
published audited final accounts.

Econometric Estimation Technique 

This inquiry empirically investigates the impact of CSR on FP with respect to all 
36 listed companies in Ghana via the moderating role of BS, BI, and BGD. The 
inquiry utilized a robust system-GMM estimation technique to specify the link-
ages between CSR and FP in Ghana as used by prior researchers (Asongu & De 
Moor, 2017; Asongu et al., 2018; Asongu & Acha-Anyi, 2019). The system-GMM 
estimator was chosen given its associated advantages and the dependability of 
related results. The system-GMM estimator uses the added set of level moment 
conditions in addition to the difference moment conditions for prediction in 
dynamic panel data. As such, it blends the difference equations and the level equa-
tions into one superior system of equations. According to Roodman (2009), this 
entails formulating a weighted dataset with doubled observations, where the dif-
ference equations precede the level equations. Since the differential equations and 
the level equations assume similar non-exponential specifications, the entire 
system can be specified by a single procedure that satisfies both systems of equa-
tions. The gains from using the Systems-GMM over the other known methodolo-
gies are as follows: 

Systems-GMM incorporates the dynamism of the phenomena been investigated, 
that is, given the characteristic changing nature of a firm’s DP from its target in the 
SR, and the corresponding self-adjustment to its main target, in the long run, the 
system GMM is best suited for specifying CSR-FP models econometrically 
(Wooldridge, 2010). It does not discard cross-industry disparities in the specification 
(Asongu et al., 2018). It allows the error terms to be uncorrelated across individual 
observations (Gujurati, 2004). It can deal with unobserved heterogeneity with time-
invariant indicators (Wooldridge, 2010) and endogeneity problems via an instru-
mentation process. It can control for heteroscedasticity concerns (Wooldridge, 
2010). System-GMM is favored in this current inquiry because it offers the least bias 
and uppermost accuracy with small time dimension (t) (in this case 9 years) when 
matched to other econometric estimation techniques like the fixed effect (FE), 
random effect (RE), level or difference GMM. The present study handled all regres-
sors stringently as exogenous, with the exception of the lagged regressants deployed 
as instruments in the models. By lagging the reggressants and utilizing them as 
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regressors, it solves any endogeneity, reverse causality issues as well as inconsisten-
cies outcomes resulting from pretermit variables. 

Last, of all, four tests were utilized to corroborate the Blundell and Bond (1998) 
estimator comprising two serial-correlation tests: AR(1) and AR(2) - Arellano and 
Bond (1991), Sargan and Hansen overidentification restrictions tests (OIR) and 
contemporaneous correlation test (CD3) for correcting cross-sectional depend-
ence. AR(1) test is performed on the grounds of the null hypothesis of no first 
order correlation of the idiosyncratic terms and the AR(2) test, is grounded on the 
null hypothesis of no second order correlation between the stochastic disturbance 
terms. Sargan and Hansen’s (OIR) tests must be insignificant because their null 
hypotheses are the positions that instruments are valid or uncorrelated with the 
white noises. In essence, while the Sargan OIR test is not robust but not weakened 
by instruments, the Hansen OIR is robust but weakened by instruments. To enforce 
identification restrictions, the author has ensured that instruments are lower than 
the number of cross-sections in most specifications (Asongu & De Moor, 2017). 
The estimated model is valid when the null hypotheses of the AR(1) and AR(2) 
tests are both accepted. For the Sargan and Hansen (OIR) test, it is expected that 
the null hypothesis is accepted, resulting in instruments that are uncorrelated with 
the residual terms. 

The deployment of any good dynamic panel GMM estimation technique neces-
sitates the substantiation of its framework with identification, simultaneity, and 
exclusion restrictions (ER). Identification denotes the selection of the outcome, 
endogenous variables explaining the strictly exogenous variables. Simultaneity 
bias, a problem that results when the explanatory variables are correlated with the 
residuals is solved with lagged explanatory variables deployed as instruments. ER 
is the procedure by which the strictly exogenous variables solely via the endoge-
nous explaining variables impact the outcome variable. ER concept means that 
some of the exogenous variables may not be present/observable in the dynamic 
models and it’s mostly expressed by saying the coefficient next to that exogenous 
variable is zero, which may make this restriction (hypothesis) testable. As far as 
ER is concerned, only time-invariant variables are treated as strictly exogenous 
but all other explanatory variables are treated as suspected endogenous/predeter-
mined variables (Asongu & Acha-Anyi, 2019). 

These time-invariant variables influence the outcome variables exclusively via 
the suspected endogenous/predetermined variables, which is in line with the iden-
tification process. Also, the fundamental ER axiom is statistically valid if and only 
if the null hypothesis relating to the Difference in Hansen Test (DHT) for instru-
ment exogeneity is supported. With respect to the moderating roles of the three 
selected CG elements, that is, BS, BI and BGD, the study employed moderated 
multiple linear regression analysis (interactive regression models) for its analyses. 
A moderator (also referred to as Effect modifiers; Effect-measure modifi-
ers; Interacting factors) is a variable that systematically modifies the form or 
strength of a relation between an independent variable and a dependent variable 
(Baron & Kenny, 1986). Inculcating interaction variables in multivariate linear 
regression models alters the interpretation of the coefficient of the constituent 
variables, that is, the individual terms within the interaction. 
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In an interactive regression, the individual variables coefficient depict the 
effect of the variable only when the other variable equals zero (Burks et al., 2019). 
It must be noted that, many at times, this specific effect does not denote a central 
tendency or “main effect,” since the other individual variable assumes a zero 
value only at an extreme/unfeasible point. Observing a large change in the indi-
vidual term coefficient after incorporating an interaction term to a previously 
specified regression model, simply reflect the newly conditional nature of the 
coefficient but cannot be interpretated as the presence/existence of collinearity 
between the individual term and the interaction (Burks et al., 2019). This does not 
invalidate the multivariate linear regression equations (Burks et al., 2019). 

This current study employed mean centering technique before introducing the 
interaction terms as a means of alleviating structural multicollinearity concerns 
(structural multicollinearity is a mathematical term/variable caused by generating 
fresh regressors from other regressors, like generating the regressor x2 from the 
regressor x) and thus creating more stable estimates of regression coefficients. 
Mean centering also referred to as variable standardization via mean subtractions, 
encompasses computing the mean for the individual explanatory variables and 
then deducting the mean from all observed figures of that variable. The resultant 
centered variables are then used in the regression equations. Notwithstanding the 
fact that other standardization procedures exist, mean subtraction has the advan-
tage in that, the interpretation of the coefficients does not change. The coefficients 
continue to represent the mean change in the response variable given a 1 unit 
change in the prognostic variable.

Empirical Model Specification

This inquiry used two FP metrics, namely, ROA a profitability/accounting measure 
and TQ, a stock market metric. Notwithstanding the associated advantages of uti-
lizing the accounting measure-ROA, it can be manipulated by the firm’s manage-
ment. The stock market value metric – TQ on the other hand is difficult to 
manipulate even though it reflects investors’ subjective assessment instead of the 
true economic reality of the corporation (Nyeadi et al., 2018). As such, this study 
utilized both measures as a robustness check, and also, one measure’s strengths 
might offset the shortcomings of the other. The initial equation sets modelled ROA 
and TQ for firm “i” at a time “t” on the CSR index and the related control variables 
without the interaction terms as follows:
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The final equation sets modelled ROA and TQ for firm “I ” at a time “t” on the 
CSR index and the related control variables with the introduction/addition of the 
interaction terms as follows:
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Moderation effect is present in these models if, the coefficients of the interaction 
between the main predictor (CSR) and the moderator variables (BS, BI, BGD) 
are statistically significant. Put differently if CSR * BS; CSR * BI and CSR * 
BGD are found to be statistically significant, then a moderation effect is present 
and the strength of the relationship between the prognostic variable (CSR) and 
the criterion variable (FP) is changed (Mansour et al., 2022). Explicitly, when 
(BS, BI, BGD) strengthens (weaken) the effect of the CSR, the interaction term 
will have the same sign (opposite sign) as the CSR variable (Mansour et al., 
2022). Put differently, if the moderation ends in strengthening the relationship 
between the independent variable and the dependent variable then both the inde-
pendent variable and the interaction term will generate the same sign. On the 
other hand, if the modification ends in weakening the relationship between the 
independent variable and the dependent variable then both the independent vari-
able and the interaction term will generate the opposite signs. In this study, CG 
metrics of BS, BI, and BGD were treated strictly as pure moderators and not 
quasi-moderators as they interact with the CSR index but have no direct rela-
tional impact on FP (ROA and TQ). Put differently, pure moderators are varia-
bles that must necessarily interact with the independent variable to modify the 
form or strength of the relationship between the dependent and independent 
variable but does not influence the dependent variable directly. Psychometrically 
speaking, pure moderators must enter into an interaction with the independent 
variable while having a negligible correlation with the dependent variable itself 
(Akhmadi & Januarsi, 2021; Otero-González et al., 2021; Sharma, 2003).  
A quasi-moderator on the other hand is a variable that interact with the inde-
pendent variable to modify the form or strength of the relationship between the 
dependent and independent variable and in addition acts as a predictor itself in 
influencing the dependent variable. The variables were selected on the basis of 
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data availability and peculiarity of the happenings in the Ghanaian capital 
market vis-à-vis CSR-FP nexuses. The measurements of the study’s variables, 
their definitions, and empirical source literature are presented in Table 1.

Results and Discussion 

Regression Assumptions Testing 

The authors ensured that the standardized multivariate linear regression models 
satisfy all the assumptions [Normality, heteroskedasticity, autocorrelation, endo-
geneity and heterogeneity] necessary under multiple linear regression analysis to 
avoid a situation where an assumption would be violated which will result in 
biased/spurious outcomes. 

The assumption testing guarantee that the models are fit for regression. The 
regression assumption testing results are presented in Table 2.

Descriptive Statistics 

Table 3 presents the summary descriptive statistics of the response, prognostic, 
moderating, and control variables. As mentioned earlier, this study utilizes 36 
cross-sectional units for an 11-year time period, generating 396 firm-year bal-
anced observations. 

Table 2. Testing Regression Assumptions Summary.

Test Test Statistics and Hypotheses Null

1 Test for normality: Accepted
Econometric tool: Kolmogorov–Smirnova/Shapiro–Wilk test
Results: Statistics = 0.823, df = 304, Sig = 0.057
Null Hypothesis: Data is normally distributed
Decision: The model is fit for regression because, regression 
assumption is not violated

2 Test for heteroskedasticity: Accepted
Econometrics tool: Breusch–Pagan/Cook–Weisberg test
Result: BP = 135.00, P = .000
The null is that it is homoscedastic

3 Test for autocorrelation: Rejected
Econometrics tool: Durbin–Watson statistics
Result: R = 0.426, R2 = 0.302, Durbin–Watson statistics = 2.002
Null hypothesis: Autocorrelation
Decision: The model is fit for regression in view of the fact that 
regression assumption is not violated

4 Test for endogeneity: Accepted
Test for unobserved individual heterogeneity:
Econometrics tool: Hausman Specification Test (HST)
Result: Prob. > F,Chi2(9) = 0.0000
Null hypothesis: System GMM estimator

 Decision: The System GMM estimator is most appropriate for 
regression



Essel 49

The 36 listed companies recorded an average profitability-ROA of 0.10, 
meaning that for each cedi in assets, the firms generated 10 pesewas in profits. The 
mean TQ for the firms was 0.69, suggesting that majority of the companies operat-
ing on the GSE on average made losses; as their current market values exceeded 
their replacement costs. 

The study recorded a CSR value of 0.07, implying that, listed firms on average 
channeled 7% of their net profit after interest and tax into CSR projects. The com-
pany’s mean CR was 1.59, suggesting a quite satisfactory liquidity position stem-
ming from fairly good working capital management practices. 

Concerning gearing, listed companies employed more debt financing than 
equity financing as they recorded an average DER of 71%. This conjecturally 
signals the under-developed status of Ghana’s bourse as a source of raising equity 
finance. An average of 67% and 69% were recorded for TAT and TANG, respec-
tively, signifying that, the listed firm’s total assets generated 67% of their sales, 
while 69% of their total assets were injected into fixed assets. The average sales 
growth rate of the listed firms was 24%, and an 8.73 average SIZE was recorded 
for the listed companies. The study recorded a mean age of 41 years, with the 
youngest firm being ten years, and the oldest firm, having been in operations for 
67 years in Ghana. There were 8 board members on average with a maximum BS 
of 14 and a minimum size of 5. On average, 60% of the board members were non-
executive (outside) directors which are good for CG purposes and 16% of board 
members were females which is rather on the low side. 

Correlation Analysis

The study prepared a correlation matrix to ascertain whether multicollinearity was 
an issue in the sampled dataset. In addition, the correlation matrix was performed 
to ascertain the associations between the response variables and the predictor, 
moderating, interaction terms and control variables as well as explore the associations 

Table 3. Descriptive Summary Statistics of Dependent and Independent Variables.

Variables Obs. Mean Std Dev. Min. Max. Skewness Kurtosis

ROA 396 0.10 0.05 0.02 0.56 0.02 2.35
TQ 396 0.69 0.49 0.20 1.94 0.14 3.47
CSR 396 0.07 0.05 0.01 0.24 0.04 3.58
CR 396 1.59 0.41 1.08 2.27 1.99 2.87
DER 396 0.71 0.26 0.14 0.86 –1.99 –2.65
TAT 396 0.67 0.30 0.25 0.89 0.07 2.68
TANG 396 0.69 0.08 0 0.83 0.61 3.33
GROW 396 0.24 0.09 0.15 0.88 1.05 3.57
SIZE 396 8.73 0.36 1.25 9.24 1.12 2.85
AGE (years) 396 41.36 12.20 10.00 67.00 0.52 2.97
BS 396 8.27 2.28 5.00 14.00 0.27 3.24
BI 396 0.60 0.14 0.10 0.92 0.01 3.21
BGD 396 0.16 0.11 0 1 0.42 2.98
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among all the independent variables. Furthermore, all the predictors recorded the 
highest VIF of 1.25, 1.30, 1.11, 1.32, 1.13, 1.12, 1.34, 1.56, 1.64, 1.44, and 1.50, 
respectively, for the explanatory variables. These VIFs fall below the criteria of 
10, suggesting the absence of multicollinearity (Kennedy, 1998). The VIF values 
are presented in Table 4. This was performed to circumvent a scenario where two 
or more highly correlated variables would be included in a regression model. 
Table 4 presents the correlation analysis with ROA and TQ as the dependent vari-
ables against the other independent, moderating and control variables. 

The correlation test performed revealed that the correlation between the varia-
bles included in the regression all fell below Hair et al. (2016) recommended cri-
terion of 0.6, and as such, the absence of multicollinearity. DER depicted a 
negative and significant association with ROA and TQ, signifying that, highly 
leveraged companies performed appallingly. This can be attributed to the high-
interest rate on loanable funds in the Ghanaian financial market. All the other 
independent variables depicted significantly positive associations with ROA  
and TQ. 

Empirical Baseline Regression Results and Discussion 

As indicated earlier, the objective of this scientific inquiry is to empirically inves-
tigate the effect of CSR of the performance of listed firms in Ghana, via the mod-
erating influence of BS, BI and BGD. The study utilized two measures of FP-(ROA 
and TQ) as a means of avoiding potential variable mismatch issues in addition to 
ensuring a robustness check of the study findings. The study foremost examined 
the individual effect of CSR on the performance of listed firms in Ghana directly 
without the moderation effect. The study then assessed the effect of CSR on FP 
with the interaction/moderation influence. Table 5 presents the baseline regression 
results performed via a robust two-step system-GMM in two separate fashions. 
The results without moderation interactions and the results with moderated 
interactions. 

Model 1  presents the result without moderated interactions using ROA as the 
criterion variable. 

Model 2  presents the result without moderated interactions using TQ as the 
response variable. 

Model 3  presents the result with moderated interactions using ROA as the 
dependent variable.

Model 4  presents the result with moderated interactions using TQ as the crite-
rion variable.

All the four-test performed to corroborate the Blundell and Bond (1998) system-
GMM estimator were demonstrated to be statistically valid as Sargan and Hansen 
test confirmed the absence of overidentification issues, AR(1) and AR(2) passed 
the test for no-first and second-order serial-correlation in errors and the CD3 test 
showed no issue of contemporaneous/cross-sectional dependence in the study 
results. The adjusted R2 values for all four models as presented in Table 5 is  
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Table 5. System GMM Regression Results for the Relationship Between CSR and FP 
(ROA and TQ), Without Moderation Interaction.

Variables
Model 1 ROA
No Interaction

Model 2 TQ
No Interaction

Constant 1.9276 (0.2021) 1.5325 (0.2125)
Main independent variable
CSR 0.1412** (0.0485) 0.1264** (0.0517)
One-year lagged dependent variable
ROA

(t–1)
 and TQ

(t–1)
0.6918*** (0.1914) 0.471*** (0.2035)

Control variables
DER –0.0069*** (0.0034) –0.0089*** (0.0031)
CR 0.0421* (0.0197) 0.0401* (0.0164)
TAT 0.0382** (0.0155) 0.0321** (0.0146)
TANG 0.0515*** (0.0142) 0.0499*** (0.0183)
GROW 0.0264*** (0.0131) 0.0230*** (0.0145)
SIZE 0.0398** (0.0127) 0.0364** (0.0139)
AGE 0.0146* (0.0116) 0.0138* (0.0125)
Moderating variables
BS 0.0201*** (0.0112) 0.0164*** (0.0103)
BI 0.0136*** (0.0099) 0.0124*** (0.0070)
BGD 0.0165*** (0.0131) 0.0158*** (0.0121)
Interaction terms
Centering CSR * Centering BS – –
Centering CSR * Centering BI – –
Centering CSR * Centering BGD – –
Weighted statistics
R2 0.6857 0.6736
Adjusted R2 0.6442 0.6357
F-statistics 197.99 199.45
Prob(F-statistics) 0.0000 0.0000
Mean VIF 1.6272 1.5452
AR(1) p value 0.004 0.003
AR(2) p value 0.7516 0.7579
Hansen OIR 0.3610 0.3346
Observations 396 396
Group count 36 36
Instrument count 22 22

Notes: The robust standard errors (SEs) are reported in parentheses. 
Each model estimation incorporated both time and industry dummies, but the estimates are not 
reported. 
***, ** and * denote significance at the 1%, 5%, and 10% levels, respectively. 
The use of the word centering indicates that mean centering were applied before introducing the in-
teraction terms in the regressions models as a means of alleviating structural multicollinearity issues.

reasonable, depicting that the independent variables explained substantial propor-
tions of the variances in the dependent variables. The F-statistics values for all  
4 models are also reasonable depicting satisfactory overall performance and model 
fit. Therefore, Table 5 results demonstrate statistical validity for all four models. 
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With respect to the non-moderated regression results, Models 1 and 2 show that 
CSR had a positive and significant (at 5%) influence on FP. This implies that firms 
that invested more in CSR activities improved their financial performance in 
terms of ROA and TQ. Consequently, the benefits of investing in CSR programs 
are that they yield a positive comeback of the markets, surge earnings, and 
strengthen the solidness of entire financial growth/development. This is consistent 
with the theoretical proposition of the stakeholder theory that, when all of a firm’s 
stakeholder requirements are equally addressed, the firm’s core economic respon-
sibility, that is, shareholder wealth maximization via returns-generation (both 
dividends and capital gains) for stockholders is also met, resulting in improved 
firm image and reputation and hence enhanced FP (Nyeadi et al., 2018). These 
findings support hypothesis 1 [H1] and it conforms with the findings of authors 
such as Nyeadi et al. (2018), Feng et al. (2018), Javeed and Leven (2019), Waheed 
et al. (2021). This result, however, is at Caretta with the theoretical prediction of 
the agency cost theory which contends that firms that inject funds into CSR pro-
jects distract the firms’ fundamental mandate of creating wealth for the providers 
of equity capital to the business thereby impacting FP adversely. Concerning the 
control variables, except for DER which recorded a negative impact on FP-(ROA 
and TQ), all the other six control variables exhibited positive influences on 
FP-(ROA and TQ). 

DER exhibiting a negative association with FP-(ROA and TQ), shows that 
companies that are highly geared performed poorly concerning ROA and TQ 
which could conjecturally be attributed to the high cost of debt financing emanat-
ing from high-interest rates on loanable funds on the Ghanaian financial market 
which invariable impacted unfavorably on FP-(ROA and TQ). This result is in line 
with Kim et al. (2014), Yang and Baasandorj (2017), and Nyeadi et al. (2018). 

CR relates positively with ROA and TQ, suggesting that profitable listed firms 
embarked on prudent liquidity management via sound working capital manage-
ment, which culminated in improved FP-(ROA and TQ). This result is in line with 
the findings of Agyei, Sun, and Abrokwah (2020). 

TAT also associates positively with FP-(ROA and TQ), implying that listed 
firms with high sales generation via total assets utilization achieved high FP(-ROA 
and TQ). This result conforms with the findings of Agyei et al. (2020). 

TANG also correlates positively with FP-(ROA and TQ), meaning, listed firms 
with high investment in fixed assets experienced an improvement in FP-(ROA and 
TQ). This finding is in line with the findings of Agyei et al. (2020). 

GROW relates directly with FP-(ROA and TQ), signifying that, high sales 
growth levels resulted in improved FP-(ROA and TQ). This result is in line with 
the findings of Agyei et al. (2020).

 Similarly, SIZE associates positively with FP-(ROA and TQ), depicting that 
larger firms performed comparably better than their smaller counterparts, as larger 
institutions optimize their economies of scale in addition to the fact that they are 
better placed to access funding opportunities from the investment world both debt 
and equity, while smaller firms do not have such advantages. Thus, larger firms 
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are in a position to inject huge resources into CSR projects and reap their corre-
sponding benefits consistent with the stakeholder theory. This result tally with the 
findings of Agyei et al. (2020) but is at loggerhead with Nyeadi et al. (2018) and 
Waheed et al. (2021). 

Likewise, AGE correlates positively with FP-(ROA and TQ), suggesting that 
aged firms performed comparatively better than their younger counterparts as 
long-lived institutions have developed better operational and managerial compe-
tencies through direct/indirect on-the-job experience resulting in improved 
FP-(ROA and TQ). These findings are consistent with the findings of Agyei et al. 
(2020) but contrary to Kim et al. (2014), Yang and Baasandorj (2017), Nyeadi  
et al. (2018), Waheed et al. (2021).

Concerning the moderated interaction linear multiplicative regression effect, 
all three CG elements of BS, BI, and BGD moderated the association between the 
CSR index and FP-(ROA and TQ) (evident in the significant results generated 
from the CSR*BS, CSR*BI, and CSR*BGD interaction presented in Tables 6  
and 7). With regards to Model 3 for ROA, the results of the moderated interaction 
linear multiplicative regression analysis depict that the coefficient of the interac-
tion terms between [CSR and BS (CSR × BS)]; [CSR and BI (CSR × BI)]; and 
[CSR and BGD (CSR × BGD)] were 0.2198; 0.2205 and 0.2030, respectively 
positive and significant at 5% level, supporting H2 H3 H4, respectively for ROA. 
This is also the case for Model 4 for TQ as can be seen in Table 7. The results of 
the moderated interaction regression analysis suggest that, as firms practice good 
CG (arising from the influential activities of the number of members on the board, 
independency on the board and BGD) reflected in better monitoring and control 
of managerial behavior, coupled with greater alignment with all stakeholders’ 
interests, translated into higher firm ability to access funds from financial institu-
tions, improving the cash inflow generating pattern of listed firms, which trans-
lated into firms ability to engage in well thought through CSR programs that 
eventually improved FP.

This study’s theoretical proposition formulated in the hypotheses has been con-
firmed by the significance of the interactions in the study’s results presented in 
Tables 6 and 7. Furthermore, the complementary relationships between the three 
CG metrics of BS, BI and BGD and CSR has been corroborated via the synergistic 
impact of the moderated interaction. The confirmation is verified in the statisti-
cally significant and positive association between the moderated interaction terms 
and the performance metrics of ROA and TQ of listed firms in Ghana. The impli-
cation of the study results is that the interaction term has a significant marginal 
effect on FP so far as listed firms on the GSE are concerned. The results from the 
study’s findings can also be interpreted that, with the inculcation of the modera-
tors (BS, BI and BGD) into the regression models, the moderators positively 
influenced (positively interaction) the association between the main/only prog-
nostic variable (CSR) and the criterion variables (ROA and TQ), which had been 
tremendously enhanced. 

This study’s findings are in line with the stakeholder theory which opines  
that, when all of a firm’s stakeholder requirements are equally addressed, the 
firm’s core economic responsibility, that is, shareholder wealth maximization via 
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returns-generation (both dividends and capital gains) for stockholders is also  
met, resulting in improved firm image and reputation and hence enhanced FP 
(Nyeadi et al., 2018). 

Robustness Checks

This study investigated the impact of CSR on the performance of listed firms in 
Ghana, via the moderating role of BS, BI and BGD. A robust dynamic panel two-
step system GMM was espoused for the empirical estimation. In order to check 
the robustness of the study findings, the results were subjected to some robustness 
tests via using an alternative econometric estimation technique this time a static 
econometric estimation technique, that is, FE. The FE was used after performing 
all necessary and prerequisite tests, that is, Hausman specification test (HST) to 
determine the appropriateness of the FE as against the RE. In addition, an alterna-
tive measure of accounting profitability, that is, ROE was employed to test  
the study’s robustness. The results of this exercise are presented in Tables 8 and 9. 
The findings in Table 5 is consistent (in terms of analogous expected theoretical 

Table 6. System GMM Regression Results for the Relationship Between CSR and ROA 
as Dependent Variable, with Moderation Interaction.

Variables
Model 3 ROA

With Interaction
Model 4 ROA

With Interaction
Model 5 ROA

With Interaction

Constant 2.9879 
 (0.3125)

3.2473  
(0.3587)

2.6136  
(0.3258)

Main independent variables
CSR 0.1521** 

(0.0551)
0.1598** 
(0.0678)

0.1510** 
(0.0403)

One-year lagged dependent variables
ROA(t–1)

 and TQ
(t–1)

0.7126*** 
(0.1874)

0.9874** 
(0.1752)

 0.6023*** 
(0.1887)

Control variables
DER –0.0058*** 

(0.0018)
–0.0049*** 
(0.0012)

–0.0068*** 
(0.0019)

CR 0.0447*  
(0.0201)

0.0481*  
(0.0019)

0.0396*  
(0.0088)

TAT 0.0398** 
(0.0175)

0.0487** 
(0.0152)

0.0413** 
(0.0151)

TANG 0.0556*** 
(0.0144)

0.0598*** 
(0.0142)

0.0512*** 
(0.0142)

GROW 0.0278*** 
(0.0143)

0.0325*** 
(0.0136)

0.0271*** 
(0.0121)

SIZE 0.0399**  
(0.031)

0.0412** 
(0.0292)

0.0354** 
(0.0107)

AGE 0.0153*  
(0.0127)

0.0251*  
(0.0220)

0.0122* 
(0.0103)

(Table 6 continued)
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Variables
Model 3 ROA

With Interaction
Model 4 ROA

With Interaction
Model 5 ROA

With Interaction

Moderating variables
BS 0.0212*** 

(0.0103)
0.0322*** 
(0.0112)

0.0201*** 
(0.0119)

BI 0.0142*** 
(0.0089)

0.0157*** 
(0.0056)

0.0144*** 
(0.0129)

BGD 0.0179*** 
(0.0128)

0.0194*** 
(0.0130)

0.0155*** 
(0.0133)

Interaction terms
Centering CSR * Centering BS 0.2167** 

(0.0808)
Centering CSR * Centering BI 0.2312** 

(0.0401)
Centering CSR * Centering 
BGD

0.2027** 
(0.0448)

Weighted statistics
R2 0.6848 0.6891 0.6801
Adjusted R2 0.6501 0.6524 0.6552
F-statistics 197.28 199.35 198.97
Prob(F-statistics) 0.0000 0.000 0.0000
Mean VIF 1.7872 1.8471 1.7313 
AR(1) p value 0.002 0.003 0.001
AR(2) p value 0.7719 0.7852 0.7316
Hansen OIR 0.2925 0.3144 0.3258
Observations 396 396 396
Group count 36 36 36
Instrument count 22 22 22
Notes: The robust standard errors (SEs) are reported in parentheses. 
Each model estimation incorporated both time and industry dummies, but the estimates are not 
reported. 
***, ** and * denote significance at the 1%, 5%, and 10% levels, respectively. 
The use of the word centering indicates that mean centering were applied before introducing the in-
teraction terms in the regressions models as a means of alleviating structural multicollinearity issues.

Table 7. System GMM Regression Results for the Relationship Between CSR and TQ as 
Dependent Variable, with Moderation Interaction.

Variables
Model 6 TQ

With Interaction
Model 7 TQ

With Interaction
Model 8 TQ

With Interaction

Constant 2.2364  
(0.3253)

3.1753  
(0.3654)

2.5951  
(0.3325)

Main independent variables
CSR 0.1465** 

(0.0502)
0.1473** 
(0.0607)

0.1399** 
(0.0421)

One-year lagged dependent variables
ROA(t–1)

 and TQ
(t–1)

 0.7013*** 
(0.1775)

0.9775** 
(0.1725)

 0.5932*** 
(0.1872)

(Table 6 continued)

(Table 7 continued)
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Variables
Model 6 TQ

With Interaction
Model 7 TQ

With Interaction
Model 8 TQ

With Interaction

Control variables
DER –0.0061*** 

(0.0016)
–0.0051*** 
(0.0013)

–0.0070*** 
(0.0025)

CR 0.0420*  
(0.0199)

0.0448*  
(0.0018)

0.0387*  
(0.0076)

TAT 0.0344** 
(0.0164)

0.0401** 
(0.0146)

0.0321** 
(0.0149)

TANG 0.0547*** 
(0.0145)

0.0602*** 
(0.0150)

0.0522*** 
(0.0150)

GROW 0.0251*** 
(0.0132)

0.0299*** 
(0.0142)

0.0250*** 
(0.0119)

SIZE 0.0391**  
(0.031)

0.0410** 
(0.0212)

0.0333** 
(0.0116)

AGE 0.0243*  
(0.0125)

0.0249*  
(0.0211)

0.0240*  
(0.0112)

Moderating variables
BS 0.0211*** 

(0.0112)
0.0301*** 
(0.0103)

0.0210*** 
(0.0119)

BI 0.0139*** 
(0.0090)

0.0149*** 
(0.0044)

0.0135*** 
(0.0106)

BGD 0.0165*** 
(0.0121)

0.0177*** 
(0.0130)

0.0159*** 
(0.0129)

Interaction terms
Centering CSR * Centering BS 0.2154** 

(0.0817)
Centering CSR * Centering BI 0.2201** 

(0.0401)
Centering CSR * Centering BGD 0.2008** 

(0.0403)
Weighted statistics
R2 0.6832 0.6882 0.6800
Adjusted R2 0.6510 0.6502 0.6501
F-statistics 198.55 199.98 197.66
Prob(F-statistics) 0.0000 0.000 0.0000
Mean VIF 1.5614 1.6325 1.8258
AR(1) p value 0.001 0.002 0.003
AR(2) p value 0.6524 0.6634 0.7110
Hansen OIR 0.2877 0.2985 0.3014
Observations 396 396 396
Group count 36 36 36
Instrument count 22 22 22

Notes: The robust standard errors (SEs) are reported in parentheses. 
Each model estimation incorporated both time and industry dummies, but the estimates are not 
reported. 
***, ** and * denote significance at the 1%, 5%, and 10% levels, respectively. 
The use of the word centering indicates that mean centering were applied before introducing the in-
teraction terms in the regressions models as a means of alleviating structural multicollinearity issues.

(Table 7 continued)
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Table 8. Robustness Checks: Fixed Effect Regression Results of CSR and Other  
Explanatory Variables Effect on ROE as the Dependent Variable.

Variables

Model 3 ROE
With Interaction

Standardized  
b (SE)

Model 4 ROE
With Interaction

Standardized  
b (SE)

Model 5 ROE
Interaction

Standardized  
b (SE)

Constant 1.8925  
(0.3247)

1.9854  
(0.2581)

2.0255  
(0.3654)

Main independent variables
CSR 0.1459**  

(0.0836)
0.1489**  
(0.0824)

0.1412**  
(0.0658)

Control variables
DER –0.0079*** 

(0.0217)
–0.0071*** 
(0.0215)

–0.0081*** 
(0.0217)

CR 0.0318*  
(0.0248)

0.0325*  
(0.0250)

0.0312*  
(0.0255)

TAT 0.0246**  
(0.0227)

0.0251**  
(0.0214)

0.0241**  
(0.0210)

TANG 0.0502*** 
(0.0356)

0.0612*** 
(0.0364)

0.0495*** 
(0.0341)

GROW 0.0282*** 
(0.0243)

0.0301*** 
(0.0250)

0.0254*** 
(0.0261)

SIZE 0.0202*  
(0.0325)

0.0278*  
(0.0311)

0.0199*  
(0.0312)

AGE 0.0145*  
(0.0259)

0.0182*  
(0.0214)

0.0140*  
(0.0251)

Moderating variable
BS 0.0199*** 

(0.0056)
0.0221*** 
(0.0079)

0.0158*** 
(0.0069)

BI 0.0147*** 
(0.0077)

0.0176*** 
(0.0012)

0.0141*** 
(0.0028)

BGD 0.0171*** 
(0.0092)

0.0179*** 
(0.0088)

0.0168*** 
(0.0075)

Moderation interaction terms
Centering CSR * Centering BS 0.2241** 

(0.0924)
0.2298** 
(0.0943)

0.2240** 
(0.0913)

Centering CSR * Centering BI 0.2375** 
(0.1547)

0.2384** 
(0.1571)

0.2370** 
(0.1523)

Centering CSR * Centering BGD 0.2743** 
(0.1636)

0.2778** 
(0.1657)

0.2741** 
(0.1624)

Weighted statistics
R2 0.6055 0.6125 0.6397
Adjusted R2 0.5834 0.5934 0.6234
F-statistics 98.04 99.64 97.24
Prob(F-statistics) 0.0000 0.0000 0.0000
Observations 396 396 396
Group count 36 36 36

Notes: The robust standard errors (SEs) are reported in parentheses. 
***, ** and * denote significance at the 1%, 5%, and 10% levels, respectively. 
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Table 9. Robustness Checks: Fixed Effect Regression Results of CSR and Other  
Explanatory Variables Effect on TQ as the Dependent Variable.

Variables

Model 6 TQ
With 

Interaction
Standardized  
b (SE)

Model 7 TQ
With 

Interaction
Standardized  
b (SE)

Model 8 TQ
With 

Interaction
Standardized  
b (SE)

Constant 1.8895  
(0.3342)

2.1472  
(0.3654)

2.0147  
(0.3125)

Main independent variables
CSR 0.1463** 

(0.0434)
0.1492** 
(0.0412)

0.1392** 
(0.0412)

Control variables
DER –0.0087*** 

(0.0221)
–0.0081*** 
(0.0121)

–0.0092*** 
(0.0132)

CR 0.0431* 
(0.0288)

0.0482* 
(0.0142)

0.0413* 
(0.0102)

TAT 0.0341** 
(0.0604)

0.0383** 
(0.0247)

0.0323** 
(0.0511)

TANG 0.0467*** 
(0.0247)

0.0498*** 
(0.0123)

0.0411*** 
(0.1623)

GROW 0.0242*** 
(0.0231)

0.0298*** 
(0.0210)

0.0240*** 
(0.0201)

SIZE 0.0379** 
(0.0247)

0.0398** 
(0.0213)

0.0351** 
(0.0221)

AGE 0.0155* 
(0.0405)

0.0186* 
(0.0411)

0.0150* 
(0.0412)

Moderating variable
BS 0.0177*** 

(0.0062)
0.0185*** 
(0.0061)

0.0171*** 
(0.0059)

BI 0.0168*** 
(0.0066)

0.0176*** 
(0.0522)

0.0161*** 
(0.0545)

BGD 0.0254*** 
(0.0112)

0.0297*** 
(0.0121)

0.0125*** 
(0.0112)

Moderation interaction terms
Centering CSR * Centering BS 0.2264** 

(0.0802)
0.2398** 
(0.0810)

0.2121** 
(0.0811)

Centering CSR * Centering BI 0.2334** 
(0.1540)

0.2554** 
(0.0150)

0.2221** 
(0.0741)

Centering CSR * Centering BGD 0.2251** 
(0.1401) 

0.2354** 
(0.0124)

0.2130** 
(0.0132)

Weighted statistics
R2 0.6485 0.6347 0.6416
Adjusted R2 0.6237 0.6134 0.6324
F-statistics 99.98 98.47 97.58
Prob(F-statistics) 0.0000 0.0000 0.0000
Observations 396 396 396
Group count 36 36 36

Notes: The robust standard errors (SEs) are reported in parentheses.
***, ** and * denote significance at the 1%, 5%, and 10% levels, respectively. 
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signs and significance at all conventional levels) with those reported in Table 6 
and as such the study is deemed to have the required reliability, validity, and 
robustness. The results from the alternative accounting profitability measure, that 
is, ROE are also similar to that of the ROA results, further supporting the robust-
ness of the study. 

Conclusion and Limitations

This research examined the moderating role of BS, BI and BGD on the association 
between CSR and FP-(ROA and TQ). Espousing a robust system-GMM, which 
controlled for unobserved heterogeneity, heteroscedasticity, simultaneity, reverse 
causality, endogeneity, overidentification issues, first and second-order serial- 
correlation in errors and contemporaneous/cross-sectional dependence, the study 
concluded that, all the predictors had a statistically significant impact on FP. Except 
for DER which recorded an indirect relationship with FP, all the other predictors 
exhibited direct relationships with FP. Furthermore, BS, BI, and BGD moderated the 
relationship between CSR and FP. This inquiry corroborates the stakeholder theory 
in the Ghanaian context in explicating the CSR-FP nexus. This inquiry’s findings are 
generally consistent with similar research results in the extant literature.

There are several policy, managerial and scholarly implications of this study 
that is highly imperative for corporate financial managers and impending research 
for the improvement of CSR activities. The study recommends businesses to 
improve their profitability levels via engaging in diversified capital budgeting 
projects that yields positive net present values to ensure firm’s self-sustainability 
as this is the first stage that guarantee that businesses would be in a position to 
give back to society via CSR programmes. To ensure improved FP via enhanced 
profitability, corporate financial managers should utilize more retained earnings 
as internal financing source to minimize the high-interest cost on debt financing. 
In addition, the study recommends policymakers and GSE’s authorities to revamp 
Ghana’s capital market to encourage equity investment in other to enable busi-
nesses access long-term capital necessary for their business operations.

This study’s implication is to aid institutional managers make decisive finan-
cial decisions on CSR (i.e., invest in CSR projects and not to ignore CSR activi-
ties) so as to optimize the benefits associated with equally meeting all stakeholder 
needs in other to improve overall corporate image and reputation with the replica 
effects reflected in enhanced FP. 

In so doing, business owners must examine their board mechanisms and ensure 
that the board is well-structured in terms of its composition (enforcement of a fair 
representation on the board in terms of outside/non-executive directors), size and 
gender diversity (noting that, evidence from this present study has revealed  
that large BS and the presence of female directors on the board did affect CSR  
decision-making to further influence FP). Familiarity with this may have crucial 
consequences for firms’ CSR dispersion. 

Furthermore, businesses should ascertain the societal issues prevalent where 
they operate and formulate excellent solutions to address these problems.
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This study is not without limitations. This current inquiry was wholly based on 
companies operating on the GSE, abandoning companies not listed on the GSE. 
The econometric estimation equations excluded some macroeconomic control 
variables like taxation, gross domestic product, inflation, exchange rate, interest 
rate. Consequent studies should consider the incorporation of these macroeco-
nomic metrics and the activities of other companies not listed on the GSE to have 
a larger view of the impact of CSR on FP in Ghana.
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