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Abstract

The main objective of this study is to investigate and analyze the effects of corporate citizenship activities on
the financial performance and market performance of Omani manufacturing companies in the Sultanate
of Oman for the period 2009-2013. The Financial performance of companies is measured by two indepen-
dent variables: return on assets (ROA) and return on equity (ROE). Market performance is measured by the
fair market value of shares (FMV). CCAs are determined by the voluntary disclosures of corporate citizenship
activities by the companies. The study concludes that there is a positive impact by CCAs on the financial and
market performance of the Omani companies that leads to profit maximization.

Keywords: corporate citizenship activities, financial performance, fair market value of shares, return on as-

sets and return on equity.

JEL classification: G32,L25,L1, M14

1. INTRODUCTION

Corporations around the globe are expected to
meet the ever-growing expectation of contributing to
the welfare of society as ‘citizens”. This expectation has
grown as the world has become globalized and mul-
tinational companies are increasingly called upon to
play the role of “global citizens' Each corporation must
share its economic gains with society and should fo-
cus not only on its shareholders but all stakeholders
(Thomas and Preston 1995). A firm therefore must fo-
cus on not only increasing its economic gains but also
being a good corporate citizen.

The term corporate citizenship is defined as the
gamut of activities that develop the business — soci-
ety relationship in such a manner that “business sees
itself as part of public culture” (Birch, 2001). This con-
cept represents an extension of other similar concepts
such as social responsibility, corporate social perfor-
mance and stakeholder theory, all of which depict
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the relationship between companies and their com-
munities. By 1990 a debate began over the relative
importance of the normative responsibilities which
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corporations are expected to render to society versus
the ‘desired activities’ (Matten et al., 2003) which firms
are expected to perform.

Many previous studies have examined the impact
of corporate social responsibility (CSR) and corporate
social performance on the financial performance and
market performance of firms. Most of these studies
have yielded mixed results. Some studies indicated a
positive impact, others a negative impact and several
studies failed to find any correlation. Few studies had
examined the effects of corporate social responsibility
or corporate citizenship on financial performance and
market performance in the Middle East, particularly in
the sultanate of Oman.

In this study an attempt has been made to investi-
gate and analyze the effects of corporate citizenship
activities (CCAs) on the financial and market perfor-
mance of Omani Companies in three distinguished
industrial sectors in Oman for the period 2009-2013.
The study aims to get at the answer to the question:
What are the effects of CCAs on the financial and mar-
ket performance of Omani industrial firms?

CCAs are measured through the voluntary disclo-
sure of social activities inside and outside Oman by
Omani companies, financial performance is meas-
ured by the two common variables of return on as-
sets (ROA) and return on equity (ROE), while market
performance is measured by the fair market value of
shares (FMV). Accordingly, the study develops two key
hypotheses: CCAs have effects on the financial perfor-
mance and market performance of companies.

The study is divided into five sections. In the
first section, the study presents an introduction.
Theoretical issues related to the concepts of corpo-
rate citizenship are presented in the second section. A
literature review is discussed in the third section. The
forth section presents the model, data and methodol-
ogy used in this study. Section five provides the results
of the analysis, while section six presents a summary
and conclusions.

2. THE CONCEPT OF CORPORATE CITIZENSHIP

The concept of social responsibility has a long his-
tory in business. This history reflects the development
of the concepts and practices of social responsibility,
and dates back to the 1950s, when Corporate Social
Responsibility (CSR) was introduced with the publi-
cation of Bowen’s book The Social Responsibilities of
Businessmen. CSR is a subset of corporate responsibili-
ties that deals with a company’s voluntary/ discretion-
ary relationships with its community.

In the 1970s, a second concept, Corporate Social
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Performance, was introduced in the literature. This
concept focuses on the principles of social responsi-
bility at the legitimacy, organizational and individual
levels, and the processes of responsiveness (Valor
2005).

In the 1980s, a third concept, that of the
Stakeholder, became dominant. Matten et al., (2003)
explain that the stakeholder theory essentially argues
that a company’s relationships with stakeholders are
at the core of understanding how it operates and adds
value as a business.

In the late 1990s, practitioners introduced a new
concept: corporate citizenship. This new concept is
used to “connect business activity to broader social ac-
countability and service for mutual benefit,” enhanc-
ing the notion that a corporation is an entity with a
status equivalent to that of a citizen (Valor 2005).

Wood (1991) defines the concept as the sum of
socioeconomic activities that companies often un-
dertake to fulfill their perceived duties as members of
society.

Waddock and Graves (1997) define corporate citi-
zenship as the strategies and practices that develop
in to an operationalizing method. It has relationships
with and impacts on stakeholders and the natural
environment.

The World Economic Forum (2003) describes cor-
porate citizenship as the group of policies and prac-
tices of a company in terms of their impacts on eco-
nomic, environmental, and social parameters.

Corporate citizenship refers to businesses acting
responsibly toward their stakeholders (Yasser 2011).

Matten et al. (2003) argue that a company enter the
arena of citizenship at the point of government failure
in the protection of citizenship.

According to the Center of International Private
Enterprise, the concept looks beyond profits realized
in the short term and takes into account the needs of
various stakeholders, involves a high level of ethical
standards, and creates a good environment for trade
and investment. (Sullivan et al., 2004)

Pang (2010) pointed out that corporate citi-
zenship is an advanced model of corporate social
responsibility.

There are many other concepts related to social re-
sponsibility, such as strategic corporate social respon-
sibility, strategic philanthropy, sustainability, corpo-
rate accountability, corporate moral agency and social
entrepreneurship. The concept of social responsibil-
ity is regarded as a historical development of the so-
cial responsibility of corporations. This development
reflects the relationship between corporations and
community. Therefore, there are many differences be-
tween the abovementioned concepts and corporate
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citizenship. The most important differences are that
CCA is more operational and comprehensive than
other concepts. In this study, we focused on corporate
citizenship as a modern concept in the area of social
responsibility. We used corporate citizenship activities
(CCAs) because there are great debates about the con-
ceptitself and it is still at a primary stage.

It should be noted that CCAs are not just activities
carried out by companies from time to time for the
benefit of society, but they are a variety of planned
and comprehensive programs which reinforce the
view that the corporation is a also a societal person
who must carry out day to day activities to strengthen
its relationship with society, such as pro bono activi-
ties, corporate volunteerism, charitable contributions,
support for community education and health care ini-
tiatives, as well as environmental programs (Gardberg
and Fombrun 2006).

In order to understand the philosophy and na-
ture of the citizenship of a company, the Panasonic
Company’s CCA philosophy statement is a good ex-
ample: “Panasonic is promoting corporate citizenship
activities (social contribution activities) and work-
ing to solve social issues around the world, based on
the philosophy of education and coexistence while
focusing on two key areas: the environment and the
next generation. This philosophy shows the role of
Panasonic in the community: "The Company believes
that business activities and corporate citizenship ac-
tivities should be balanced like the wheels of a car,
and they are working to promote both types of activi-
ties simultaneously in a manner that suits the times.”

Therefore, Panasonic translated these ideas into ac-
tivities on the ground where the Company exercises
such activities in different countries of the world, such
as in Russia, Tanzania, Romania, and Austria in addi-
tion to Japan (http://panasonic.net/citizenship).

In the sultanate of Oman there are many manufac-
turing companies who undertake corporate citizen-
ship activities, such as the Raysut Cement Company,
one of the biggest industrial companies in Oman,
and which also has a section dedicated to corporate
citizenship, showing the details of the company’s CCA
practices.

The company states in its sustainable development
section:”...we are committed to the proactive integra-
tion of HSE (Health Safety Environment) objectives
into our management system at all levels, actively re-
inforced by reward programs that recognize outstand-
ing HSE performance demonstrated by our employ-
ees and contractors.’

This section on sustainable development contains
many subsections that serve as voluntary disclosure
of CCAs, such as information of environment, health
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and safety, accountability, and management commit-
ments (http://www.raysutcement.com.om/susdevel-
opment.html).

Despite the ambiguity of the concept, some key

features of the term are conclusive:

a) The concept of corporate citizenship overcomes
the difficulties of operationalization and imple-
mentation as in other concepts such as corpo-
rate social responsibility.

b) The concept is a re-conceptualization of busi-
ness—society relations.

¢) The concept emphasizes the idea that corpo-
rations have the rights and duties of a person
(Valor 2005).

d) The concept combines ethical, social, environ-
mental and economic issues.

e) The concept meets the needs of stakeholders
rather than stockholders.

f) The concept includes strategies, policies and
practices to connect business and community.

g) The citizenship concept is not a distribution of
profit to stakeholders, but investment in the
society.

h) The concept embodies a communitarian
approach.

3. LITERATURE REVIEW

Academic studies on the concept of Corporate
Citizenship and its impact on financial and market
performance are still at an early stage, and few studies
have been carried out in this area.

Meijer and Schuyt (2005) analyzed the behavior
of Dutch consumers towards corporate social perfor-
mance. They found that the corporate social perfor-
mance of producers does not encourage consumers
to buy a product.

Gardberg and Fombrun (2006) examined the rela-
tionship between citizenship programs implemented
by multinational companies and intangible assets.
They supposed that these programs “can create intan-
gible assets that help companies overcome national-
istic barriers, facilitate globalization, and outcompete
local rivals”. Their study concluded that corporate
citizenship provides an appropriate application of
strategic balance theory between legitimating and
differentiation.

Fiori et al.,, (2007) examined the impact of volun-
tary disclosure about CSR on the stock prices of Italian
listed companies over the period of 2002-2007. The re-
sults indicated that disclosure about some CSR activi-
ties leads to higher stock prices because of the preva-
lence of a good perception on the market.
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Makni et al., (2009) examined the relationship be-
tween corporate social and financial performance in
Canadian firms. They found no relationship between
their corporate social responsibility and financial per-
formance, though they did identify a negative rela-
tionship between environmental factors and financial
performance.

Blazovich and Smith (2009) explored the relation-
ship of ethical corporate citizenship to financial per-
formance (greater profitability and efficiency, and
lower cost of capital) and market-value premiums.
They used firms listed by Business Ethics as “The 100
Best Corporate Citizens” as a sample of ethical firms.
The results of the study show a significant relationship
between ethical corporate behavior and financial per-
formance, but no relationship between being recog-
nized as ethical at least once and the market value of
equity. They concluded that ethical corporate citizen-
ship does indeed benefit a firm.

El Ghoula et al. (2011) tested the relationship be-
tween corporate social responsibility and cost of capi-
tal for a large sample of U.S. firms. They found that CSR
companies have cheaper equity financing, and that
this reduces the cost of capital.

Hamid etal., (2011) tested the relationship between
corporate social responsibility and financial leverage
measured by debt equity ratio and found that finan-
cial leverage (the debt to equity ratio) has a significant
correlation of 0.10 at a 0.05 level of significance.

Setiawan and Janet (2011) argued that there is a
relationship between corporate social responsibil-
ity, financial performance, and market performance.
They used a sample of consumer goods companies
in the Indonesian Stock Exchange during 2007-2010.
They concluded that corporate social responsibility in-
creased financial performance (ROA), but had no sig-
nificant effect on market performance.

Uadiale and Fagbemi (2012) investigate the impact
of CSR activities on Return on Equity (ROE) and Return
on Assets (ROA) in Nigerian companies. The results in-
dicate that CSR has a positive and significant relation-
ship with financial performance measures.

Babalola (2012) examined the relationship be-
tween corporate social responsibility and firms’ profit-
ability in Nigeria. The result showed that the explana-
tory variable account for changes or variations in
selected firms’ performance is caused by changes in
corporate social responsibility (CSR) in Nigeria.

Mulyadi and Anwar (2012) examined the relation-
ship between corporate social responsibility and prof-
itability and firm value. They used several variables to
measure firm value and profitability, such as leverage.
They concluded that there is no significant relation-
ship between leverage and firm value.
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Servaes and Tamayo (2013) argued that corporate
social responsibility (CSR) and firm value are positively
related to firms having high customer awareness us-
ing the proxy of advertising expenditures. For firms
with poor customer awareness, the relation is either
negative or insignificant. In addition, they found that
the effect of awareness on the firm value-CSR relation-
ship is reversed for firms with a poor prior reputation
as corporate citizens.

Pauly et al., (2013) examined the relationships be-
tween the size of the company and corporate social
responsibility in Swiss MNCs and SMEs. They suggest-
ed that smaller firms are not necessarily less advanced
in organizing CSR than large firms. The main conclu-
sion of the study is that unlike small firms the “large
multinational corporations possess several traits that
enhance communication and reporting about CSR”

Cheng et al, (2014) investigated whether supe-
rior performance on corporate social responsibility
(CSR) strategies leads to better access to finance. They
found a positive relationship between corporate so-
cial responsibility and a flexible financing structure,
and that CSR performance is important in reducing
capital constraints.

Gregory et al., (2014) examined the impact of cor-
porate social responsibility on the risk and effects of
risk on cost of capital, cash flows and the value of re-
turns, finding “that the cost of capital thereby was re-
duced; the present value of the cash flows would rise,
leading to an increase in the value of returns.”

Most of these studies discussed the relationship
between corporate citizenship, corporate social re-
sponsibility and variables such as financial perfor-
mance indicators (profit, cost of capital and market
value), the loyalty of customers, productivity, and so
on. Table 1 depicts a summary of results CSR /CCAs
studies.

According to these studies, there is an overlap be-
tween the two concepts of corporate citizenship and
corporate social responsibility such that they can
be used interchangeably. In addition, these studies
do not agree in their results. Among other reasons,
this is because they used different approaches or
methodologies.

It may be noted that the literature review discusses
the association between CCAs and financial perfor-
mance and market performance around the world,
but there are very few studies that discuss its impact
in the Arab world generally, nor specifically in Oman.
Unfortunately, the amount of literature concerning
corporate citizenship or corporate social responsibility
in Oman and the Gulf Cooperation Council Countries
(GCQ) is very limited. This is because CSR and CCA
in the sultanate of Oman and other Middle Eastern
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Table 1. Summary of the results of CSR and CCAs studies

Author (s) Year Dependent Variables Independent Results
Variable (CSR/ CC)

Meijer and Schuyt 2005 Loyalty of Customers CSR No relationship

Gardberg and 2006 Intangible Assets CcC Positive relationship

Fombrun

Fiori et al. 2007 Stock Prices CSR Positive

Makni et al. 2009 Financial Performance CSR Negative relationship

Blazovich and Smith 2009 Profitability, Efficiency, CcC Positive relationship with
Productivity and Lower Cost Financial Performance- No
of Capital and Market-Value relationship with market
Premium performance

El Ghoula et al. 2011 Cost of Capital CSR Positive

Hamid et al. 2011 Financial Leverage (debt to CSR Positive
equity Ratio

Setiawan and Janet 2011 ROA/ Market Value of Share CSR Positive with ROA- No rela-

tionship with Market Value

Uadiale and Fagbemi 2012 ROE/ROA CSR Positive

Babalola 2012 Profitability CSR Positive

Mulyadi and Anwar 2012 Profitability and Firm Value CSR No relationship

Pauly et al. 2013 Size of the Company CSR Positive

Servaes and Tamayo 2013 Firm Value CSR/CC Positive

Cheng et al. 2014 Financing Structure CSR Positive

Gregory et al. 2014 Risk/ Cost of Capital CSR Positive

countries remain at an early stage of development,
and hence very few studies have been carried out
in this region. In addition, these countries are still at
the stage of trying to define CSR in their own context,
map their stakeholders, and define their priority issues
(Background Paper 2007).

4. MODEL, METHODOLOGY AND DATA
HYPOTHESES AND DATA

4.1.1 CCAs and financial performance

Despite the fact that previous studies differ in their
results, most of them agreed that CSR or CCA have
some effect on the financial performance and mar-
ket performance of firms. In this frame, the activities
of corporate citizenship may have positive or negative
relations based on each study. In terms of positive im-
pact, CCAs may lead to competitive advantages and
improve the financial performance and market perfor-
mance of companies. This means that an increase in
CCAs will increase both types of performance insofar
as CCAs are correctly priced by the market. The study
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by Setiawan and Janet(2011) establishes that CSR ac-
tivities may increase the demand for products and/or
services by reducing consumer price sensitivity. CSR
attracts socially conscious consumers to increase their
purchases of a company’s products and can actually
lure them away from competitors. This results in pro-
tecting and enhancing the reputation of the compa-
ny. The final impact of all of these actions is to actually
improve the company’s performance and profitability.

On the other hand, if CCAs are incorrectly priced by
the market and fail to meet the needs of this market,
a negative relationship between CCAs and financial
performance may appear. Therefore the hypothesis is:
CCAs will effect (positively or negatively) the financial
performance of companies.

4.1.2 CCAs and market performance

The prices of shares are an indicator for the market
performance of companies, and should reflect the in-
vested value of CCAs. The market increasingly views
CCAs as a tool to reduce risk management and im-
prove corporate governance. Logically and practically,
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higher financial performance will lead to a better mar-
ket response and higher stock price.

But a negative relationship may appear if the mar-
ket and investors discovered that the objective of CCAs
is to maximize the profit not providing a service to the
society. This relationship means that the CCAs are not
efficiently priced by market. Babalola (2012, p.44) indi-
cated that“if investors believed that companies imple-
menting the corporate social responsibility principles
are resource wasteful, they would determine a nega-
tive return premium on these companies’ stocks" If
the market and investor find out that the purpose of
CCAs was seeking profit, the prices of shares do not
efficiently reflect the CCAs where any increase in CCAs
will not lead to an increase in the prices of shares or
market performance. Therefore, the hypothesis is that
CCAs will affect (positively or negatively) the market
performance of companies.

4.3 Sources of data and methodology

This study depends mainly on secondary data ob-
tained from the financial statements of (38) compa-
nies listed on Muscat Securities Market (MSM). The
methodology of the study is content analysis of an-
nual reports of a sample of 38 companies out of 48
(79%): 18 out of the 18 (100%) companies in the food
sector, 10 out of the 10 (100%) in the construction
sector and 10 out of the 10 (100%) companies in the
chemical sector for the period 2009-2013. The study
excluded 10 companies (4 from the mechanical sector,
2 from the textile sector and 4 from the mining sector)
due to the insufficient availability of required data for
these companies.

From the annual reports for the selected compa-
nies, the value of the three determinants ROA, ROE
and FMV were taken for testing by using the statisti-
cal package for the social sciences (SPSS) software.
The CCAs are measured by the voluntary disclosure
of such activities. MSM itself started to make the an-
nual reports available for its listed companies in 2007,
thus making it difficult to get the required data for an
extended period. In order to establish the impact of
CCAs on the determinants, regression analysis, utiliz-
ing the ordinary least squares method, is used to test
the hypothesis.

4.4 Sample selection

In order to test the relationships between the CCAs
and financial and market performance of these
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companies, we have selected a total of 38 companies
from three important sectors of the country which are
also listed on (MSM) the only stock exchange of Oman.
The sectors selected were: food, construction and
chemicals. There are many reasons for selecting these
three sectors. First, 18 companies out of 38 (47%) have
corporate citizenship or corporate social responsibility
activities, which is a higher rate than any other sec-
tors in Oman. Second, the industrial sector in Oman is
more interesting regarding CCAs because the Omani
people still have a negative view toward industrial
companies. Finally, of the total 48 of companies that
are listed in the industrial sector, there are 38 compa-
nies that can be grouped into three sub-sectors as in
the MSM and as shown in Table2 below.

Table 2. Population and Samples

Sector Popul-  No. of % CCAs No
ation = sample CCAs

Food 18 18 100% 8 10

Construction 10 10 100% 6 4

Chemicals 10 10 100% 4 6

Mining 4 - -

Textile 2 - -

Mechanical 4 - -

Total 48 38 79.1% 18 20

4.5 Models Specification

This study examines impact of Corporate Citizenship
Activities on financial performance and market per-
formance in Oman. The study employs an economet-
ric method in formulating a regression model to be
analyzed through ordinary least squares regression
(OLS). The methodology employed in the study was to
examine the annual report of the selected companies

Equation 1 ROEit = a0 + CCAsit + &it
Equation 2 ROAit = a0 + BCCAsit + it
Equation 3 FMVit = a0 + BCCAsit + eit

using the following three regressions:

Notes:

ROE: Return on Equity

ROA= Return on Assets

FMV= Market Fair Value of share

South East European Journal of Economics and Business, Volume 10 (1) 2015



The effect of corporate citizenship activities (CCAS) on financial performance and market performance: the Omani experience

CCAs= Corporate Citizenship Activities
a= Constant

p=Beta

e=Error term

i= ith firm

t= tth period

For the purpose of this study the OLS method is
used and the parameter estimate obtained by the OLS
is adopted because it is a fairly simple computation-
al procedure and the data requirements are not too
concessive.

5. RESEARCH FINDINGS

5.1 CCAs and Firm Performance in three
sectors together

The study examines the relationship between CCAs
and financial performance and market performance.

Table 3 shows the correlations and the regression
results of a sample of 38 industrial companies.

As in the table 3, it seems that there is a statistically
positive correlation between CCAs and ROE at 5%. On
the other hand, there are no statistically significant
correlations between CCAs and FMV and ROA at the
5% level. Regression analysis indicates that CCAs have
impact only on ROE. The R-squared is 18.7% and the
Sig- Value is 0.007, which is less than the P-value0.05.
It can be deduced from the results that CCAs have a
significant effect on financial performance in terms of
ROE but have no significant effect on ROA and FMV.
This means that Omani Manufacturing Companies
with good CCAs will achieve a good ROE. In addition,
this means that these Companies try to maximize
profits when doing corporate citizenship activities.
This indicates that there is a weak awareness for the

real concept of corporate citizenship on the part of
companies and investors.

5.2 CCAs and Firm Performance in the Food,
Construction and Chemicals Sectors

Table 4 depicts the results of associations and regres-
sions for all three sectors selected individually.

As shown in Table 4, in the Food sector there are no
associations between CCAs and FMV, ROA and ROE.
None of the correlations are significant at 5%. Also, the
regression models are not significant at 5% since the
Sig. values for all (0.701, 0.136, 0.711) are greater than
5% and the R-squares do not support the regression
models any of the three dependent variables.

In the construction sector, the results show that
there is a significant association between CCAs and
ROE. On the other hand, there are no associations
between CCAs and ROA and FMV at 5%. Regression
analysis showed that the CCAs have an impact on ROE
only at 5%. The R- Square results support the model,
as the R- Square interprets 62.9% of the total variance
in ROE. The associations and regressions between
CCAs and FMV and between CCAs and ROA are not
significant at 5% and the R-Squares do not support
these associations and regressions.

In the Chemicals sector, the results show that there
is a significant association between CCAs and ROE.
On the other hand, there are no associations between
CCAs and ROA and FMV at 5%. Regression analysis
shows that the CCAs have an impact on ROE only at
5%. The R- Square results support the model, as the
R-Square interprets 75.5% of the total variance in ROE.
The associations and regressions between CCAs and
FMV and between CCAs and ROA are not significant at
the 5% level and the R-Squares do not support these
associations and regressions.

Table 3. Summary of Correlations and Regression for Omani Industrial Sector (38 Companies)

Model Independent Correlation Dependent  R-Squared F-Value Sig. Coefficients
Variable Variables Variables  T-Value Sig.
CCAs 0.069 FMV 0.005 0.171 0.682 | Constant 0.754 | 0456
: CCAs 0.413 | 0.682
0.145 ROA 0.021 0.776 0.384 | Constant 2.028 | 0.050
CCAs 0.881 0.384
0.433** ROE 0.187 8.305 0.007 | Constant 1.767 | 0.086
CCAs 2.882 | 0.007

** Correlation is significant at the 0.05 level (2-tailed).

South East European Journal of Economics and Business, Volume 10 (1) 2015

51



The effect of corporate citizenship activities (CCAS) on financial performance and market performance: the Omani experience

Table 4. Summary of the results of associations and regressions for the Food, Construction and Chemical sectors

Model Independent Correlation Dependent R-Squared F-Value  Sig. Coefficients
variable Variables Variables  T-Value  Sig.
0.097 FMV 0.009 0.153 0.701 | Constant -1.404 0.179
CCAs 0.391 0.701
Food sector
CCAs 0.366 ROA 0.134 2468 | 0.136 |Constant | 0.601 | 0.556
CCAs 1.571 0.136
0.094 ROE 0.009 0.143 0.711 | Constant -0.897 0.383
CCAs 0.387 0.711
Coefficients
Variables | T-Value | Sig.
i Constant 1.964 0.850
Construction | CCAs 0.192 FMV 0.037 0307 | 0.595
Sector CCAs 0.554 0.595
ROA 0.574 | Constant | 1.321 0.223
-0.203 -0.079 0.344
CCAs -.587 0.574
Constant 1.938 0.089
0.793** ROE 0.629 13.589 0.006
CCAs 3.686 0.006
Coefficients
Variables | T-Value | Sig.
Chemical CCAs -0.528 FMV 0278 3.087 0117 | Constant | 5635 | 0.000
sector CCAs -1.757 | 0.117
0.132 ROA 0.017 0.142 0.716 | Constant 1.987 0.082
CCAs 0.377 0.716
0.869** ROE 0.755 24.671 0.001 | Constant 5.236 0.001
CCAs 4967 0.001

** Correlation is significant at the 0.05 level (2-tailed).

5.3 F-testresults

We use the F- test to examine the differences between
the three sectors related to CCAs. Table 5 shows the re-
sults of this test. As shown in the table 5, the results in-
dicate that there are no differences between the three
sectors concerning the CCAs, where the Sig. 0.651 is
greater than 0.05.

Table 5. ANOVA analysis for Differences between three sectors

CCAs Sum of Squares
Between Groups 0.229
Within Groups 9.244
Total 9.474
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6. SUMMARY AND CONCLUSIONS

This study aims at identifying the effects of CCAs
on the financial and market performance of Omani
manufacturing for the period of 2009-2013. Financial
performance is measured by two independent vari-
ables: return on assets (ROA) and return on equity
(ROE), while market performance is measured by fair

df Mean Square F Sig.
2 0.115 0.434 0.651
35 0.264

37
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market value of shares (FMV). The CCAs are measured
by voluntary disclosures of corporate citizenship ac-
tivities undertaken by the companies. The study ana-
lyzed the annual reports for 38 (out of 48) manufac-
turing companies in three distinguished sectors; Food
(18 companies), Construction (10 companies) and
Chemicals (10 companies).

The study tested two hypotheses about the effect
of CCAs on financial performance and market perfor-
mance. The study built its hypotheses based on the
results of literature reviews. The results of those stud-
ies were mixed, with some indicating positive effects
and others negative effects. Few studies examined the
effects of corporate social responsibility or corporate
citizenship on financial performance and market per-
formance in Oman. This is true not only of Oman but
in Arab countries as a whole, where studies in this area
are very limited.

For the 38 companies examined in this study, the
results of statistical analysis indicate that there are
positive correlations and regression at 5% levels of
significance between CCAs and ROE. The R-square is
18.7% of total variance, which means that the CCAs in-
terpret only 18.7% of any variance in ROE, or to a low
degree. Also, the results indicate that there are no cor-
relation and regression results at 5% levels of signifi-
cance between CCAs and ROA and FMV.

For the food sector, the results indicate that there
are no correlation and regression results at 5% levels
of significance between CCAs and ROA and FMV.

For the Construction and Chemicals sectors, the re-
sults of statistical analysis indicate that there are posi-
tive correlations and regression results at 5% levels
of significance between CCAs and ROE. The R-square
results are 62.9% and 75.5% of total variance, respec-
tively, supporting the results of the model. In addition,
the results indicate that there are no correlation and
regression results at 5% levels of significant between
CCAs and ROA and FMV.

The overall results of the study are that manufac-
turing companies in Oman support profit maximi-
zation through corporate citizenship activities. This
may be because the market and market participants
increasingly view CCAs as a profit-seeking investment
and not as a social investment.

The results of this study support the results of pre-
vious studies, such as Fiori et al., (2007) and Setiawan
and Janet (2011) which suggest that there are no ef-
fects of CCAs (CSR) on market performance. Finally,
the results of this study agree with the majority of
previous studies, such as Blazovich and Smith (2009);
Uadiale and Fagbemi (2012) and Babalola (2012), in
suggesting that there is a positive relationship be-
tween CCAs (CSR) and financial performance.
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As with other research, the present study has some
limitations. Due to limited available information on
the companies listed on the MSM, annual reports for
only five years (2009-2013) were analyzed because
only these reports were present on the websites of
these companies and the MSM. At the same time,
the disclosure of CCAs by companies is very limited.
Therefore, further research is required. For example,
testing financial and market performance in other sec-
tors in Oman could be done, as this issue has not been
researched in depth. Another research area of interest
would be exploring the possible reasons explaining
the differences between sectors concerning the rela-
tionship between corporate citizenship activities and
financial and market performance.
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