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ABSTRACT 
With the constant awareness of healthy living in the society, the role of businesses 
towards the human well-being through environmental conservation has become a major 
business practice. This study is based on the debate surrounding the apparent value of 
Environmental Social Responsibility on the performance of firms.  The overall objective 
of the study was to examine the influence of Environmental Social Responsibility on the 
performance of the manufacturing firms listed at the Nairobi securities exchange with the 
firm size as the moderating variable. The study is grounded on stakeholder's theory, 
social contract theory and legitimacy theory.  The operationalization of environmental 
social responsibility was based on three main dimensions: pollution prevention, 
renewable energy and environmental rehabilitation. Performance on the other hand was 
measured using financial and non-financial indicators. Census survey of nine 
manufacturing firms was used owing to the small population size. Primary data was 
collected using a questionnaire while secondary data was obtained from the published 
financial records. Regression analysis model is adopted as the econometric tool to 
establish the relationship between variables. The findings suggested that pollution 
prevention, renewable energy and environmental rehabilitation were negatively and 
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significantly associated with financial performance but in contrast positively and 
significantly related with non-financial performance.  

Key Words: Environmental Social Responsibility, Firm Performance, Manufacturing 
firm, Nairobi Stock Exchange 

Introduction 

Climate change has been recognized as 

an extraordinary threat to long-term 

economic interests and production, as 

well as a threat to human health, 

animals, and plants across the world. 

Climate change poses major risks not 

only to the environment and human 

health, but also to the global economic 

system (UNEP report, 2015) 

The manufacturing industry in Kenya is 

one of the key businesses that has a huge 

impact on the environment and social 

costs attributed to high pollution. 

Manufacturing firms tend to overuse 

natural resources and cause high 

pollution through the emission of toxins 

that lead to the degrading of the 

environment, which risks threats to the 

natural diversity of the planet. As a 

result, the sector has a two-way 

responsibility in relation to climate 

change. First, they must incur the 

financial problems brought about by 

climate change, and secondly, they have 

a duty to control the emissions of 

environmental toxics from their 

operations (Vlachos, 2017). 

Consequently, Environmental Social 

Responsibility (ESR) has emerged as a 

way in which manufacturing firms can 

reduce the negative effects of their 

production activities on the environment 

and, simultaneously, increase their 

organizational sustainability through 

increased financial and non-financial 

performance (Magness, 2016). 

ESR refers to the collective 

responsibilities, duties, and obligations 

taken by an organization to refrain from 

activities that are damaging to the 

natural environment by minimizing 

pollution, making coherent use of natural 

resources and respecting the 

environment through rehabilitation and 

reintegration activities. 

Problem Statement 

The actual impact of ESR on the 

performance of an organization is still 

controversial and unclear, both to 

policymakers and investors (Aupperle et 

al., 2010). Several studies tested the 

existence of a relationship between a 

firm’s ESR and performance. However, 

these findings are rather unconvincing in 

answering the question of whether a 

firm’s performance in terms of its 

GSJ: Volume 10, Issue 10, October 2022 
ISSN 2320-9186 2146

GSJ© 2022 
www.globalscientificjournal.com



 
 

environmental social responsibility can 

be translated into positive corporate 

performance There have been mixed 

findings on the links, with some studies 

indicating a positive correlation, others 

indicating a negative link and others 

showing no correlation at all.  

Secondly, there has been inadequate 

research that has based their focal point 

entirely on ESR and the firm’s 

performance. Most academics have 

based their studies on CSR, which is a 

broader proportion of study, hence there 

is a lack of enough literature on the 

environmental responsibilities and 

performance of organizations. 

Additionally, there has been insufficient 

study on ESR and firm’s performance in 

developing countries and especially 

based on a high pollutant industry.  

Research Objectives 

The general objective of this study was 

to determine the effects of environmental 

social responsibility on the performance 

of manufacturing firms in Kenya listed 

on the NSE. 

Theoretical Literature 

Stakeholders Theory 

Originality traced back to Freeman 

(1984) the Stakeholder’s theory is based 

on capitalism and argues that business is 

an interlocked relationship between its 

customers, employees, investors, 

shareholders, and the government, 

among others. According to the theory, 

for firms to be successful, their 

management should create value for not 

just their shareholders but all 

stakeholders. The stakeholder’s theory 

relevant to this study because the 

environment is now viewed as a basic 

stakeholder in firms, not only because its 

demise is threatening to businesses but 

also because the organizations’ 

operations play a key role in its 

existence. This research recapped the 

criticisms surrounding the stakeholders' 

theory to determine whether ESR is 

beneficial to the stakeholders' 

investments or not. By establishing the 

relationship between ESR and firms’ 

performance, the scholars will be able to 

find answers to the critics of the theory. 

Social Contract Theory 

The social contract can be traced back to 

ancient Greek scholars, but it gained 

popularity in the 18th century and is 
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closely associated with Thomas Hobbes, 

John Locke, and Jean Jacques Roussea 

(1987). The theory suggests that people 

live together according to agreements on 

certain values and norms (Hilson, 2018).  

Social contract theory defines the 

relationships between an organization 

and its stakeholders as ones that depend 

on the adherence of socially built norms 

and expectations. For organizations to 

survive, they must be sensitive to the 

various values and norms of the society 

in which they exist. This theory is 

relevant to the study because 

environmental conservation and 

management are rules and values 

demanded by society.  Firms are 

indebted to preserving their image as 

authentic firms by adhering to social 

norms and values (Hilson, 2018). With 

the rising awareness of pollution and 

global warming, environmental 

management has emerged as one of the 

social responsibilities of an organization. 

Legitimacy Theory 

The legitimacy theory was developed  by 

Dowling, Prefer and Deegan (1975). The 

theory stipulates that organizations tend 

to influence their legitimacy in society 

by running their operations in ways that 

meet social expectations. Like Social 

Contract, the theory is based on the 

notion that there's a mutual contract 

between society and an organization 

where both sides stand to benefit. Hence, 

a company is judged good or bad 

according to the standards of society, 

and they must therefore consider the 

rights of society to avoid sanctions that 

might be imposed on them. The theory is 

relevant to the study because the 

relationship between firm performance 

and community expectations is 

fundamental to business success. 

Consequently, society puts pressure on 

organizations to be environmentally 

conscious, which demands that 

organizations practice ESR, for example, 

by preventing environmental pollution in 

order for them to remain legitimate. 

Empirical Review 

Environmental and Social 

Responsibility, Firm Size and 

Performance 

Ibrahim (2021) investigated the impact 

of an ESR as a branch of CSR on the 

financial performance of Maldives 

public limited companies. The study 

used a mixed method of research and 

studied annual reports of listed 

companies on the MSE between 2014 

and 2018 with the firms' size as the 
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moderating factor. The data were 

collected from the annual reports of the 

companies and used judgmental 

sampling techniques and analyzed 

through the data regression method. The 

financial performance of the study was 

measured through ROE and EPS. The 

study revealed that when firm size is 

controlled, there exists a negative effect 

on ESR and the firm's performance. 

However, by focusing on the firms listed 

in MSE only, the study can easily be 

deemed too shallow. As of 2014–2018, 

only eight companies were listed on the 

MSE, two of which did not fit into the 

study, indicating that the sample size 

was very limited due to the inadequate 

target population (Ibrahim, 2021). This 

study focused on manufacturing firms 

listed at the NSE thus widening the 

target population.  

Mwaura, Letting, Ithinji and Orwa 

(2017) aimed at studying the importance 

of pollution prevention to manufacturing 

firms in Canada in relation to the firm 

size. They investigated the degree to 

which a firm’s pollution prevention 

strategies are associated with the 

performance of the organization. More 

specifically, their work examined four 

attributes of pollution prevention; that is, 

development and compliance with 

pollution prevention policies, employee 

continuous involvement in pollution 

prevention, management support in 

Pollution prevention initiatives and 

provision of pollution prevention reports 

to external bodies in relation to firm size. 

They established that pollution 

prevention strategies are more associated 

with active larger firms. However, the 

study did not find a direct link between 

pollution prevention strategies and a 

firm’s performance. It also limited the 

study on pollution prevention alone 

which is too narrow. This study used 

pollution prevention, use of renewable 

energy and environmental rehabilitation 

as indicators of ESR. 

Fauzi and Rahman (2017) examined the 

relationship between ESR and financial 

performance of companies listed on the 

Jakarta stock exchange in Indonesia with 

size as a moderating variable. Secondary 

data was collected from published 

audited reports of 383 firms from 2002–

2003. Using the regression model, the 

research established the link between 

ESR and performance to be 

inconclusive. Hence, this study did not 

find any significant association between 

ESR and firm performance.  The 
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relationship between firm size and FP 

was negative. The study focused on the 

financial performance of the company 

alone leaving out the non-financial 

performance which is equally critical. 

Mwangangi (2018) carried out an 

empirical study of the manufacturing 

firms in Kenya with the aim of 

determining the effects of ESR on the 

performance of the manufacturing firms 

in Kenya. The objectives sought to 

establish the impact of ESR on financial 

and non-financial firms' performance 

with the company's size as the 

controlling variable. The study was 

anchored on the stakeholders' theory, 

resource-based theory, social identity 

theory, and slack resource theory. They 

used a descriptive survey design to 

determine the relationship between ESR 

practices and the firm's performance. He 

studied 853 manufacturing firms based 

in Nairobi and the Athi River. Primary 

data was collected through the 

administering of questionnaires, and 

secondary data was collected from the 

organization’s annual reports, books, 

research, and journals. He used 

regression analysis to show the 

relationship between ESR and firm 

performance, with size as the moderating 

factor. The findings indicated a positive 

but insignificant effect of ESR on the 

performance of manufacturing firms in 

Kenya. It further indicated that firm size 

had a significant controlling effect on the 

relationship between ESR and firm 

performance. This study limited the 

geographical areas covered by its list to 

manufacturing firms registered by Kenya 

Association of Manufacturers (KAM) 

and those that are located in Nairobi and 

Athi River. It also failed to bring out 

clear indicators of financial and non-

financial performance and measurement 

and the factors considered in defining 

firm size. 

Through the Study of CSR and 

Organization Performance, Kakakhel et 

al. (2017) studied 15 listed companies in 

Pakistan from 200–2014 with the 

intention of revealing the relationship 

between ESR and firm performance. The 

study used ESR as a key variable of 

CSR, Return on Assets (ROA) to 

measure the financial performance of 

organizations and total assets of the 

organization to measure the firms, which 

was the intervening variable of the study. 

The study indicated a positive 

relationship between CSR/ESR and firm 

performance, while the relationship 
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between firm size and FP was negative. 

However, the study did not exclusively 

cover ESR as an independent variable 

but looked at it as a branch of CSR. 

Again, the sample size of 15 companies 

was small, which could have led to 

overestimation.  

 Figure 2.1: Conceptual Framework 
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Conceptual Framework 

This part gives a visual representation of 

the variables of the study, showing the 

relationship between the variables. This 

study examines the effect of ESR on the 

financial and non-financial performance 

of manufacturing firms in Kenya, with 

the firms' size as a moderating variable. 

The conceptual framework is based on 

the variables as shown in  

 

Research Methodology 

This study adopted a descriptive study 

design. This design is appropriate since 

it allows the study of secondary data to 

measure changes in variables over some 

period. It also enables the researchers to 

compare variables and trends, as well as 

define the characteristics of the targeted 

population and verify existing 

conditions. The choice of a descriptive 

design ensured that the objectives of this 

study are objectively met. Due to the 

small target population, the study 

adopted census survey. Primary data on 

non-financial performance was collected 

through structured questionnaires. The 

respondents were required to read, 

understand, and tick an appropriate 

choice. Secondary data on the firm’s size 

and performance covering a period of 5 

years (2015–2020) was extracted from 

the firm’s annual report and NSE 

publications. To test the face and content 

validity of the research instruments, the 

researcher solicited the assistance of 

experts. Furthermore, Cronbach’s alpha 

was used to test the reliability of the 

research instruments.   Regression 

analysis was preferred because it not 

only predicts and forecast the future but 

also indicates the casual relationship 

between the dependent, moderating and 

independent variables (Kothari, 2019). 

Research Findings 

 Descriptive Statistics  

Environmental Social Responsibility  

Environmental social responsibility was 

modelled as the independent variable. 

This variable was operationalized using 

three indicators, namely: pollution 

prevention, renewable energy and 

environmental rehabilitation. In a scale 

of one to five, the respondents were 

asked to rate their organizations with 

respect to various aspects of 

environmental social responsibility. The  
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findings are as displayed in the table 

below. 

Environmental Social Responsibility 

 

A composite score for the six items that 

were used to represent pollution 

prevention was (M = 3.63, SD = 0.98) 

implying that a greater number of 

respondents agreed that their firms had 

adopted pollution prevention measures 

and there was marginal variation in their 

opinions as indicated by the standard 

deviation. The average score for six 

features that were used to measure 

renewable energy was modest (M = 

2.83, SD = 1.49) suggesting that 

majority of the respondents were neutral 

on whether their organizations use 

renewable energy in their operations and 

their opinions considerably varied as 

confirmed by magnitude of their 

standard deviation. The composite score 

of six attributes that were utilized to 

operationalize environmental 

rehabilitation was also modest (M = 

3.63, SD = 1.17) revealing that a larger 

proportion of the respondents were not 

sure whether their firms were carrying 

out environmental rehabilitation 

programs whereas the disparities in 

responses were minimal. 

Non-Financial Performance  

Non-financial performance was 

modelled as the response variable. This 

variable was measured using three 

indicators, namely: customer 

satisfaction, learning and growth and 

internal business processes. In a scale of 

one to five, the respondents were asked 

to rate their organizations with respect to 

several aspects of non-financial 

performance. The outcomes are as 

displayed in the table below: 

Non-Financial Performance 

 
A composite score was developed from 

six items was to proxy customer focus 

N Min Max M SD
Customer 
focus

9 2 4 2.98 0.88

Learning 
and 
growth

9 2 4 3.2 0.86

Business 
processes

9 2 3 2.3 0.38

  N Min Max M SD 

Pollution 

prevention 

9 3 5 3.63 0.98 

Renewable 

energy 

9 1 5 2.83 1.49 

Environmental 

rehabilitation 

9 1 5 3.11 1.17 
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(M = 2.98, SD = 0.88) inferring that vast 

of the respondents were impartial on 

whether their organization had integrated 

customer focus into their performance 

attributes. The small standard deviation 

indicated that there was marginal 

variation in the opinions among the 

respondents. The composite index 

computed using six attributes was used 

to operationalize learning and growth 

was (M = 3.20, SD = 0.86) denoting that 

majority of the respondents were neutral 

on whether their firms use learning and 

growth in performance evaluation. The 

small standard deviation suggests that 

there were minimal disparities in 

opinions among the respondents. The 

composite score of six attributes that 

were employed to proxy business 

process was relatively low (M = 2.30, 

SD = 0.38) inferring that a larger 

percentage of the participants disagreed 

that their firms had integrated business 

process into their corporate actions 

whereas the disparities in responses were 

nominal. 

Firm Size 

Firm Size was modelled as the 

moderating variable. This variable was 

represented by natural log of total assets.  

The outcomes of descriptive statistics are 

as displayed in the table below: 

 Variable N Min Max M SD 

Total Assets 9 21.6 25.1 23.6 1.26 

 

The average score for total assets was 

(M = 21.57) while the standard deviation 

was (1.26). This implies that there was 

insignificant variation amongst the listed 

manufacturing firms in Kenya on the 

basis of their asset bases. 

Financial Performance 

Financial performance was modelled as 

the outcome variable. This variable was 

proxied by market to book ratio. Price 

earnings ratio is a measure of share 

market price relative to earnings per 

share and generally indicates whether the 

firm is overvalued or undervalued. It 

shows investors’ current demand for 

firm’s shares. A high price earnings ratio 

signifies increased demand for 

company’s shares since investors’ expect 

firm’s earnings growth in the future. The 

outcomes are as displayed in the table 

below: 

Price Earnings Ratio 

 Variable N Mi

n 

Ma

x 

M SD 
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Financial 

Performance 

9 0.3 2.75 1.3

5 

0.7

2 

 

The mean score for price earnings ratio 

was (M = 2.75) was relatively high 

implying that the listed manufacturing 

firms were largely overvalued. The 

standard deviation (SD = 0.72) was 

considerably low suggesting that there 

was minimal variation in terms of price 

earnings ratio among the listed 

manufacturing firms. 

Inferential Statistics 

The study sought to determine the 

relationship between environmental 

social responsibility and firm 

performance. The primary data on 

environmental social responsibility and 

firm performance was collected using a 

questionnaire while secondary data was 

collected using data collection sheet. The 

key estimation technique adopted was 

regression analysis.  The test for 

significance of the beta coefficients was 

carried out at 5% level of significance.  

Pollution Prevention and Firm 

Performance 

The outcomes relating to the influence of 

the pollution prevention on firm 

performance which was the first 

objective of the study are captured in the 

tables below:  

Pollution Prevention and Financial 
Performance 

N 9    
R2 0.54    
Adj. R2 0.47    
F (1, 7) 8.12    
Prob > F 0.02    
FP β SE t p 
Constant 3.28 0.70 4.66 0.00 
PP -0.53 0.19 -2.85 0.03 

Source: Research Findings (2022) 

From the findings, the overall regression 

model was significant {Adj. R2 = 0.47, F 

(1, 7) = 8.12, P = < 0.05)}. The adjusted 

(R2) indicates that closely to 47% of 

variance in financial performance is 

clarified by the pollution prevention 

while the outstanding 53% is described 

by other factors not included in the 

regression model. Pollution prevention 

was found to be a negative significant 

predictor of financial performance (β = -

0.53, t = -2.85, p < 0.05). This suggest 

that for every additional unit upsurge in 

pollution prevention financial 
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performance reduces by 53%, ceteris 

paribus. 

Pollution Prevention and Non-Financial 
Performance 
N 9    
R2 0.67    
Adj. R2 0.62    
F (1, 7) 13.93    
Prob > 
F 0.00    
NFP β SE t p 
Consta
nt 0.80 0.56 

1.4
3 0.20 

PP 0.56 0.15 
3.7
3 0.00 

Source: Research Findings (2022) 

On the basis of the results, the overall 

estimation model was significant {Adj. 

R2 = 0.62, F (1, 7) = 13.93, P = < 0.05)}. 

The adjusted (R2) suggest that nearly 

62% of disparity in non-financial 

performance is explained by the 

pollution prevention while the 

outstanding 38% is depicted by other 

factors excluded in the regression model. 

Pollution prevention positively and 

significantly predicted non-financial 

performance (β = 0.56, t = 3.73, p < 

0.05). This suggest that for every 

additional unit upsurge in pollution 

prevention non-financial performance 

improved by 56%, ceteris paribus. 

Renewable Energy and Firm 

Performance 

The results concerning to the effect of 

the renewable energy on firm 

performance which was the second 

objective of the study are indicated in the 

tables below:  

Renewable Energy and Financial 
Performance 
N 9    
R2 0.45    
Adj. R2 0.37    
F (1, 7) 5.66    
Prob > F 0.05    
FP β SE t p 
Constant 2.25 0.43 5.25 0.00 
RE -0.32 0.14 -2.38 0.04 
Based on the estimated results, the 

overall estimation model was 

statistically significant {Adj. R2 = 0.37, 

F (1, 7) = 5.66, p = < 0.05)}. The 

adjusted (R2) verify that close to 47% of 

variation in financial performance is 

explicated by the renewable energy 

while the other 63% is explained by 

other variables overlooked in the 

regression model. Renewable energy 

associated with financial performance 

negatively and significantly (β = -0.32, t 

= -2.38, p < 0.05). This suggest that for 

every additional unit increment in 

renewable energy financial performance 

reduces by 32%, ceteris paribus. 

Renewable Energy and Non-Financial 
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Performance 
N 9    
R2 0.89    
Adj. 
R2 0.88    
F (1, 7) 57.61    
Prob > 
F 0.00    
NFP β SE t p 
Consta
nt 1.162 0.18 9.15 0.00 
RE 0.43 0.06 7.59 0.00 
Source: Research Findings (2022) 

The Table displays the results showing 

the link between renewable energy and 

non-financial performance. The overall 

regression model was significant {Adj. 

R2 = 0.88, F (1, 7) = 57.61, p = < 0.05)}. 

This implies that nearly 88% of 

inconsistency in non-financial 

performance is described by the 

renewable energy while the outstanding 

12% is due to other factors omitted in 

the regression model. Renewable energy 

was a significant and positive predictor 

of non-financial performance (β = 0.43, t 

= 7.59, p < 0.05). This implies that for 

every additional unit upsurge in 

renewable energy non-financial 

performance ameliorated by 43%, ceteris 

paribus. 

The findings of this study greatly 

contradicts those of D’Arcimoles and 

Trebucq (2016) who while focusing on 

US based firms observed that there was 

an insignificant positive relationship 

between the use of renewable energy 

management and a firm’s performance. 

Likewise, the findings of this study are 

not in line with those of Machiel and 

Daan (2020) whose study did not reveal 

any evidence of the impact of renewable 

energy on the company’s profit. The 

findings of this study also are not in 

agreement with those of Babajide et al. 

(2019) who found a negative relationship 

between the use of renewable energy and 

the performance of among sub-Sahara 

African firms. The results of this study 

equally contradict those of Ochieng 

(2019) who suggested that whereas the 

use of renewable energy improved the 

social image of a service industry, it had 

very little impact on its financial 

performance. 

Environmental Rehabilitation and 

Firm Performance 

The outcome of the influence of the 

environmental rehabilitation on firm 

performance (objective 3) is presented in 

the tables below: 

Environmental Rehabilitation and 
Financial Performance 
N 9    
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R2 0.60    
Adj. R2 0.54    
F (1, 7) 10.72    
Prob > F 0.01    
FP β SE t p 
Constant 2.82 0.48 5.85 0.00 
ER -0.48 0.15 -3.27 0.01 
Source: Research Findings (2022) 

The findings suggest that the overall 

regression model was significant {Adj. 

R2 = 0.54, F (1, 7) = 10.72, p = < 0.05)}. 

This implies that nearly 54% of variance 

in financial performance is elucidated by 

the environmental rehabilitation while 

the outstanding 46% is described by 

other variables disregarded in the 

regression model. Environmental 

rehabilitation related with financial 

performance negatively and significantly 

(β = -0.48, t = -3.27, p < 0.05). This 

implies that for every additional unit 

increment in environmental 

rehabilitation financial performance 

reduces by 48%, ceteris paribus. 

Environmental Rehabilitation and Non-
Financial Performance 
N 9    
R2 0.64    

Adj. R2 0.59    
F (1, 7) 12.6    
Prob > F 0.00    
NFP β SE t p 
Constant 1.39 0.43 3.23 0.02 
ER 0.46 0.13 3.55 0.01 
Source: Research Findings (2022) 

The findings indicating the nexus 

between environmental rehabilitation 

and non-financial performance. The 

overall regression model was significant 

{Adj. R2 = 0.59, F (1, 7) = 12.56, p = < 

0.05)}. This imply that nearly 59% of 

variation in non-financial performance is 

depicted by the environmental 

rehabilitation while the outstanding 41% 

is due to other factors excluded in the 

regression model. Environmental 

rehabilitation was a significant and 

positive predictor of non-financial 

performance (β = 0.46, t = 3.55, p < 

0.05). This suggests that for every 

additional unit increase in environmental 

rehabilitation non-financial performance 

improves by 43%, ceteris paribus. 

Environmental Social Responsibility, 

Firm Size and Firm Performance 

The findings of the moderating influence 

of firm size on the relationship between 

environmental social responsibility and 

firm performance (objective 4) is 

illustrated in the tables below:  
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Environmental Social Responsibility, Firm 
Size and Financial Performance 
N 9    
R2 0.60    
Adj. R2 0.36    
F (1, 7) 2.50    
Prob > F 0.17    
FP β SE t p 
Constant 0.89 3.87 0.23 0.83 
ESR -0.49 0.25 -1.97 0.11 
FS 0.09 0.16 0.53 0.62 
ESR*FS 0.03 0.27 0.11 0.92 
Source: Research Findings (2022) 

The findings of this study indicate that 

the overall estimation model was 

insignificant {Adj. R2 = 0.36, F (1, 7) = 

2.50, p = > 0.05)}. This implies that 

nearly 36% of variation in financial 

performance is jointly explained by the 

environmental social responsibility, firm 

size and interaction term while the 

outstanding 64% is depicted by other 

variables ignored in the regression 

model. The empirical findings show that 

environmental social responsibility (β = 

-0.49, t = -1.97, p = > 0.05), firm size (β 

= 0.09, t = 0.53, p = > 0.05) and the 

interaction between environmental social 

responsibility and firm size (β = 0.03, t = 

0.11, p = > 0.05) were insignificantly 

related with financial performance. Since 

the coefficient of the interaction term 

was insignificant, the moderating effect 

of frim size on the relationship between 

environmental social responsibility and 

financial performance was ruled out. 

Environmental Social Responsibility, 
Firm Size and Non-Financial 
Performance 
N 9    
R2 0.84    
Adj. R2 0.74    
F (1, 7) 8.46    
Prob > F 0.02    
NFP β SE t p 
Constant 0.96 2.33 0.41 0.70 
ESR 0.50 0.15 3.25 0.02 
FS 0.01 0.10 0.13 0.90 
ESR*FS 0.06 0.16 0.39 0.71 
Source: Research Findings (2022) 

The outcome of this study confirmed 

that the overall regression model was 

insignificant {Adj. R2 = 0.74, F (1, 7) = 

8.46, p = > 0.05)}. This suggest that 

approximately 74% of disparity in non-

financial performance is collectively 

explained by the environmental social 

responsibility, size and interaction term 

while the outstanding 26% is described 

by other variables excluded in the 
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regression model. Environmental social 

responsibility associated with non-

financial performance positively and 

significantly (β = 0.50, t = 3.25, p < 

0.05).  On the other hand, firm size (β = 

0.01, t = 0.13, p = > 0.05) and the 

interaction between environmental social 

responsibility and firm size (β = 0.06, t = 

0.39, p = > 0.05) were insignificantly 

related with non-financial performance. 

Since the coefficient of the interaction 

term was insignificant, the moderating 

effect of firm size on the link between 

environmental social responsibility and 

non-financial performance was ruled out. 

Conclusion and Recommendations 

Based on the study findings, several 

conclusions were drawn. First, pollution 

prevention was negatively related with 

financial performance. This implies 

pollution prevention is a costly 

endeavour that consumes significant 

resources which consequently has an 

adverse effect on financial performance. 

In contrast, pollution prevention was 

positively associated with non-financial 

performance. This suggest that pollution 

prevention significantly contributed to 

improvement in non-financial aspects of 

the firm. It can therefore be concluded 

that pollution prevention responds better 

to non-financial performance aspects in 

comparison to financial aspects. 

Secondly, renewable energy was found 

to have a significant negative influence 

financial performance. This means that 

investment in renewable energy is very 

expensive and usually consumes a 

greater part of corporate earnings thus 

reducing firms’ overall profitability.  On 

the other hand, renewable energy 

influenced non-financial performance in 

a positive manner. This implies that 

renewable energy a favourable effect on 

non-monetary aspects of the firm. In 

conclusion, renewable energy can be 

said to have significant effect on firm 

performance. 

Thirdly, there was significant negative 

effect of of environmental rehabilitation 

on financial performance. This implies 

that financing environmental 

rehabilitation is quite expensive and this 

has an adverse effect on firms’ earnings 

thus negatively affecting the financial 

performance. On the flipside, 

environmental rehabilitation was found 

to be positively related to non-financial 

performance. This implies that 

environmental rehabilitation is more 

sensitive to non-financial measures since 
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it is capable of tracking corporate 

strengths and weaknesses as well as 

being able to reveal business 

performance. As a result, it can be 

concluded that environmental 

rehabilitation positively affects non-

financial performance as opposed to 

financial performance that indicates an 

inverse relationship. 

Fourth, the relationship between 

environmental social responsibility and 

performance does not vary with the size 

of the firm. This implies that size of the 

firm has no significant effect in either 

strengthening, reversing or reducing the 

relationship between environmental 

social responsibility and performance. 

As a result, it can be the size does not 

matter at all in moderating the 

hypothesized linkage. 

The study recommends that the 

numerous academic practitioners in the 

strategic management field and more 

specifically those in the area of corporate 

social responsibility should consider the 

empirical evidence amply offered by the 

extant study to further their research 

interests. The study also recommends 

that the outcomes of this study have grim 

policy implication in regard to the 

environmental social responsibility and 

performance in the context of the listed 

manufacturing firms in Kenya.  Finally, 

the study recommends that the top 

management team of listed 

manufacturing firms in Kenya should 

utilize the upshots of this study for 

strategic guidance in making key 

reforms in a bid to protect the 

environment. 
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