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                                                      Abstract 

The aim of the study is to find out the relationship between corporate social responsibility and 

firm financial performance. The study employed ordinary least square regression technique. A 

sample of fifteen banks was used for the study and the period under review is ten years, 2004-

2014.Our results show that there is a negative relationship between corporate social 

responsibility and returns on equity. Return on asset was found to be positively related to 

corporate social responsibility. Net income margin has no significant relationship with the 

corporate responsibility. The study recommended that the voluntary stance on corporate social 
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responsibility needs to be reviewed to achieve reasonable progress in getting companies to be 

socially responsible. 

Keyword: Corporate social responsibility, Return on asset, Returns on asset and Net income 

margin 

1.0 INTRODUCTION 

Corporate social responsibility (CSR) has received a lot of attention from accounting scholars in 

recent times. The field of international corporate responsibility has assumed an important place 

in management and accounting research. However, the practice of CSR remains a controversial 

issue because of the additional costs incurred by firms to provide it. Some authors(      )argue that 

CSR activities increase costs without sufficient off-setting benefits, hurt performance and 

compete with value-maximizing activities.Other authors such as Swanson (1999) and Whetten, 

Rands, and Godfrey (2001) argued that these additional CSR investments lead to unprecedented 

firm performance and add to value-maximization . CSR activities improve trust and relationships 

with investors which can ultimately increase performance of  firm. Ioannuo and Sera (2010) see 

CSR from two perspectives; Neo-classical and Business theorist. The Neo-classical theorist, 

argues that CSR activities unnecessary raise firm’s cost, thus creating competitive disadvantage 

vis- a-visa competitor. On the other hand, business theorist (Soloman& Hansen 1985; 

Pava&Krausz 1996; Preston &’Bannon 1997; Griffin & Mahon 1997)argues that firm has a duty 

to the society that goes well beyond simple maximizing the wealth of the equity holders. This 

school of thought argues that narrowing focus on profitability can lead management to ignore its 

host community which in turn can lead to hostility.    

Some critics of corporate social responsibility believe that corporate social responsibility is just a 

way in which companies attempt to placate host communities for destroying their environment 
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thereby creating an enabling  environment for operation. They argued that CSR should be 

voluntary and not mandatory. Anecdotal evidence have proven over time that Corporate Social 

responsibility (CSR) is a vital component that can help a firm to earn trust, gain reputations and 

get the confidence of stakeholders especially host community.  

Convention wisdom demands that every firm should replenish its host community by engaging 

in corporate social responsibility. Some analysts are of the option that social corporate 

responsibility is only applicable to manufacturing industries whose activities majorly distort the 

natural environment. That is to say non-manufacturing companies like banks should not be 

obliged to participate in CSR activities.   Achua(2008) opines that banks need to be socially 

responsible  in order to build their reputational capital which will enables them attract high-

quality employees, charge higher fees, negotiate better deals, expand customer base, attract more 

investors and win public trust. Banks could be seen to be responsible if they can recognize key 

areas that they can help to develop their host communities and pay their quarters in improving 

their operating community. Achua (2008) is of the opinion that banks operating in Nigeria are 

not socially responsible to their host communities and the public in general. Other authors argue 

that banks do not create any environmental hazard hence should not be compile to take part in 

CSR. 

The aim of the study is to ascertain the relationship between CSR activities and profitability of 

the  Nigerian banks.  

2.0 LITERATURE REVEIW 

 Definition of Corporate Social   Responsibility  

There is no worldwide acceptable definition for the term CSR but different scholars defined it 

based on their perceptions and understanding.  Miami (2007) considered the concept of CSR as a 
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means of analyzing the inter-dependence relationships that exists among businesses and 

economic systems, and the communities within which they are based. According to Vitezić 

(2011), social responsibility is seen as the balance among economic, ecological and social goals, 

which means sharing of assets among several actors. Ruggie (2002) looks at CSR as a strategy 

for demonstrating good faith, social legitimacy, and a commitment that goes beyond the financial 

bottom line. 

The European Commission (2001) defines CSR as a concept whereby companies decide 

voluntarily to contribute to a better society and a cleaner environment or a concept whereby 

companies integrate social and environmental concerns into their business operations and in their 

interaction with their stakeholders on a voluntary basis.   

Holme and Watts (2002) argue that CSR is a capacity building mechanism for sustainable 

livelihoods.CSR had also been commonly described as “a demonstration of certain responsible 

behavior on the part of public and the private (government and business) sectors toward society 

and the environment.  

Auka, (2011) opines that the issues that represent a company’s CSR focus vary by business, size, 

sector and even geographical region. It is seen by leadership of companies as more than a 

collection of discrete practices or occasional gestures or initiatives motivated by marketing, 

public relations or other business benefits.  

 World Business Council on Sustainability Development (1998) describes CSR as the continuing 

commitment by Business to behave ethically and contribute to economic development while 

improving the quality of life of the workforce and their families as well as of the local 

community and society at large”. European Union, ( 2006)  CSR stresses that an firm is 

responsible or accountable for its impact on all relevant shareholders .  
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Macmillan (2005) opines that CSR is a term describing a company’s obligation to be accountable 

to all its stakeholders in all its operations and activities. Socially responsible companies will 

consider the full scope of their impact on communities and the environment when making 

decisions, balancing the need of stakeholders with their need to make a profit.  

Kenneth, Andrews and Steiner (1999) define Corporate Social Responsibilities (CSR) as the 

intelligent and objective concern for the welfare of the society that retains the individual and 

corporate behaviour from ultimately destructive activities, no matter how immediately profitable 

and leads to the directions of positive construction of human betterment.  

 

Corporate Social Responsibility and performance 

Akindele (2011) investigates the relationship between CSR and Nigerian banks performance 

employing Analysis of variance (ANOVA) technique. The result shows that there is a significant 

relationship between profitability and CSR practices of the Nigerian banks.  

Olayinka and Temitope (2011) used qualitative research method to examine the relationship 

between corporate social responsibility and financial performance in developing economies. The 

study obtained data on variables which were believed to have relationship with CSR and 

financial performance. These variables included Return on Earnings, Return on Asset, 

Community Performance, Employee Relation and Environment Management System. The result 

shows that CSR has a positive and significant relationship with the financial performance 

measures.  

Margolis (2001) in a survey of 95selected companies empirical studies conducted between 1972-

2001, reports that: “when treated as an independent variable, corporate social responsibility is 

found to have a positive relationship with financial performance in 42 studies out the 95 surveys 
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(53%), no relationship in 19 studies (24%), a negative relationship in 4 studies (5%), and a 

mixed relationship in 15 studies (1990).  

Amole et al. (2012) ascertain the relationship between CSR and performance of some selected 

banks in Nigeria using ordinary least square (OLS) regression technique. The study used data on 

corporate social responsibility expenditure and profit after tax for the period of 2001-2010.Their 

findings show that there is a positive relationship between CSR and performance.  

 Wright and Ferris (1997) discovered a negative relationship between financial performance and 

corporate social responsibility .This implies that profitability falls as CSR expenses increases  

Posnikoff (1997) document   a positive relationship between firm financial performance and 

corporate social responsibility, while Welch and Wazzan (1999) found no relationship between 

CSR and financial performance. Okafor and Oshodin (2012) examined the relationship between 

corporate social responsibilities and companies performance using three consecutive years. Data 

were collected on profit after tax, companies’ contribution towards education, health and 

community development from the annual reports of twenty companies quoted in the Nigeria 

Stock Exchange. The ordinary least square regression technique was employed. The result shows 

that there is positive and not significant relationship between profitability and companies’ 

contribution towards education and health, and there is negative and not significant relationship 

between profitability and communities’ development investment by companies in Nigeria.  

Bolanle ,Olanrewaju  and Muyideen (2012) Investigate the relationship between CSR and 

profitability of the Nigerian  banking industry using First Bank of Nigeria (FBN) Plc as the case 

study. The data collected for the study were analysed using correlation and regression analysis. . 
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The results of show that   corporate social responsibility expenditure has positive impact on 

profitability 

3.0 METHODOLOGY 

 Population and sample size  

The population of the study covers all the eighteen commercial banks quoted on the Nigerian 

stock exchange as at 31st December 2014  period. The simple random sampling technique was 

employed in selecting ten banks .The simple random sampling technique was employed in 

selecting the ten banks for a period of ten years (2004– 2013). The technique is well suited for 

selecting the components of the sample as it provides an equal probability of selection and as 

such minimizes selection bias. Secondary data was used for the study. The secondary data was 

collected from financial statements of the selected banks for period under review.  

3.6 Model Specification Model  

Becchettiel at (2005) used the model below to:  

RxD = + ROT + ROA +  ROE   

 However the study used modified version of the above model: 

CSR = + ROA + ROCE + NIM + GRT 

Where: 

CSR = corporate social responsibility expenses for the year  

ROE = Return on equity 

ROA = Return on asset  

NIM = Net income margin  
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             GRT= Growth 

Model Definition 

Variable  Definition  Measurement  Source Aporic 

CSR Corporate social 

responsible  

Amount spend on CSR for the year  Becchettic el 

at (2005) 

 

ROA Return  on asset  Profit before divided by total asset Becchettic el 

at (2005 

+ 

ROE Return on equity Profit before tax divided by 

shareholder equity fund    

Becchettic el 

at (2005 

+ 

GRT Growth Change between base year profit pre 

year profit 

Becchettic el 

at (2005 

+ 

NIM Net income margin Average asset divided by net income 

margin 

 + 

Source:Researcher’s computation 2015  

 

 Data Analysis  Method 

The study used of ordinary least squares regression analysis as the data analysis method. Gujarati 

(2003) suggests four critical assumptions that must be met before utilizing the OLS regression. 

Firstly is the assumption of normality which requires that samples must be drawn from normally 

distributed populations and this will be examined using the Jacque-bera statistics.  

Second is the assumption of linearity of the model parameters. A numerical test of linearity 

(White, 1980) will also be conducted.   

   Thirdly, is the assumption of homoscedasticity which requires the variance or standard 

deviation of the dependent variable within the group to be equal and fourthly is the assumption 

of independence of error terms. Under this assumption the error terms are independent from one 

another and therefore no serial correlation exists.   

    To test the homoscedasticity assumption, the auto regressive conditional heteroskedasticity 

(ARCH) test is utilized. Finally, to test for multicollinearity, this study applies correlation 
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coefficient and variance inflation factors (VIF) tests. Given the above discussion, the various 

tests are conducted to test the data against the OLS assumptions. Thereafter preliminary analysis 

will be conducted and then the regression estimates will be computed. Indicators of the models 

statistical fit such as the R2. 

The study used e-view soft ware to analyze the data  

 

4.0 PRESENTATION AND ANALYSIS OF RESULT  

Table .1 Descriptive statistics 

 
CSR ROA ROE GRT NIM 

 Mean  146807.0  0.043278  3.524378  0.747733  0.812644 

 Median  27500.00  0.030000  0.140000  0.840000  0.380000 

 Maximum  1900000.  0.910000  3.70000  1.300000  31.00000 

 Minimum  1757.000 -0.500000 -4.800000 -0.310000 -5.200000 

 Std. Dev.  311492.4  0.136940  32.35456  0.266883  3.474850 

 Skewness  3.690225  2.188595  9.322643 -1.983503  7.588453 

 Kurtosis  18.51529  22.47210  87.94609  6.628800  65.48496 

 Jarque-Bera  1106.982  1493.710  28363.07  108.3950  15505.16 

 Probability  0.000000  0.000000  0.000000  0.000000  0.000000 

Source: Researcher’s computation 2015 

The descriptive statistics table shows that ROA have mean value of 0.0437 and maximum and 

minimum values of 0.9and -0.5 respectively. The standard deviation measuring the spread of the 

distribution stood at 0.137 which is very small and indicates considerable cluster toward the 

mean and that the distribution is inclusive of return with significant variations to assets.  The 

Jarque-Bera-statistic stood at 1493.7 and the p-value of 0.00 indicates that the data is normally 

distributed at 5% level of significance (p<0.05).ROE is observed with a mean value of 3.52 with 

maximum and minimum values of 3.7 and -4.8 respectively. The standard deviation value of 

32.4 indicates considerable dispersion from the mean. The Jarque-Bera statistics of 28363 and p 

value of 0.00 indicates that the series satisfies the normality criterion and that selection bias is 

unlikely in the sample. GRT has a mean value  of 0.747733 . The standard deviation of 0.266883  

indicates considerable clustering of GRT around the mean. The Jacque-Bera of the statistic of 
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108 and p-value of 0.00 indicates that the data is normal and that outliers are unlikely in the 

series. Finally the mean value for NIM is 0.8 .The standard deviation stood at 3.4 indicates the 

existence of clustering of the sample around the sample mean. The Jarque-Bera-statistic15505.16 

of and the p-value of 0.00 indicate that the distribution passed the normality.  

Table 4.2.2   Pearson Correlation Result 

  

CSR ROA ROE GRT NIM 

   

CSR  1.000000        
ROA  0.142845  1.000000      
ROE -0.044559 -0.022816  1.000000     
GRT  0.007288  0.102594 -0.006132  1.000000    
NIM  0.559761 -0.018215 -0.026454 -0.060507  1.000000   

Source: Researcher’s computation 

Table 2 above presents the Pearson correlation coefficient result for the variables. As 

observed, corporate social responsibility (CSR) and return on assets (ROA) appear to be 

positively and strongly associated as depicted by the correlation coefficient (0.14). Return On 

Equity (ROE) also shows negative correlation with CSR (-0.045). NIM is also observed to be 

negatively correlated with ROA (-0.018), with ROE (-0.026) and with GRT (-0.06). Finally, firm 

growth (GRT) items are observed to be positively correlated with CSR (0.072), with ROA 

(0.102) and a negative correlation with ROE (-0.008). The correlation coefficient results show 

that none of the variables are very strongly correlated and this indicates that the problem of 

multicollinearity is unlikely and hence the variables are suitable for conducting regression 

analysis.  

 

Table 4.2.3 Regression Result 

Dependent Variable: CSR 

Method: Least Squares 

  

 

White heteroskedasticity-consistent standard errors & covariance 

     
Variable Coefficient Std.Error               t-Stat Prob 
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C 69347.71 82562.71 0.839940 0.4033 

ROA 340880.3 201855.9 2.688731 0.0349 

ROE -251.0626 850.1057 -0.295331 0.7685 

GRT 30160.73 103722.2 0.290784 0.7719 

NIM 50501.08 7928.378 6.369662 0.0000 

R-squared 0.738106     Mean dependent var 146807.0 

Adjusted R-squared 0.606959     S.D. dependent var 311492.4 

S.E. of regression 259314.6     Akaike info criterion 27.82342 

F-statistic 10.85486 
Durbin-Watson stat 

1.796992 

Prob(F-statistic) 0.000000  
     

Source: Researcher’s computation 

Table 3 above shows the ordinary least squares regression results conducted using               

E-views 7.0. The white heteroskedasticity-consistent standard error is used to control for possible 

heteroskedasticity in the model.  As observed, the R2 and coefficient of determination is 0.73 

which indicates that the model explains about 73% of the systematic variations in the dependent 

variable. The Adjusted R2 which controls for the effect of inclusion of successive explanatory 

variables on the degrees of freedom stood at 0.63. The F-stat value of 10.85 and the associated p-

value of 0.00 indicate that the hypothesis of a joint statistical significance of the model cannot be 

rejected as 5% and the linearized specification of the model is not inappropriate.  

The evaluation of the slope coefficients of the explanatory variables reveals the existence 

of positive relationship between corporate social responsibility and return on assets as depict by 

the slope coefficient of 340088. The result is significant as the p-value of 0.03 is less than critical 

p-value of 0.05 at 5% level (p>0.05). Return on equity is  found to be negatively  related with   

corporate social responsibility .However the relationship is statistically insignificant as indicated 

by its slope coefficient value of -251.06 and p-value of 0.7 which exceeds the critical p-value of 

0.05 at 5% level (p<0.05).  

Furthermore, Net income margin shows a positive and significant relationship with 

corporate social responsibility by companies as revealed in its slope coefficient of 50501 and p-

value of 0.00 found to be less than critical p-value of 0.05 at 5% level.  
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In, addition, the effect of growth was found to be positively related to corporate social 

responsibility as revealed by the slope coefficient of 30160.9. The relationship is however 

observed to be insignificant as the p-value of 0.77 exceeds the critical p-value of 0.05 at 5% 

level. Finally, the Durbin-watson value of 1.7 indicates that stochastic dependence between 

successive units of the error term is unlikely.  

 Robustness Test for the model. 

 The following tests are conducted for the model to ensure that basic ordinary least squares 

assumptions have not be violated and that the estimates resulting from the model are the best 

linear unbiased estimates of the population parameters. The tests include; Autoregressive 

Conditional Heteroskedasticity (ARCH) for heteroskedasticity test, the LM test for 

autocorrelation and the Ramsey reset test for the model specification.  

 

 

 

 

 

 

Table 4.2.4.HeteroskedasticityTest 

F-statistic 0.139356     Prob. F(1,17) 0.7135 

Obs*R-squared 0.154484     Prob. Chi-

Square(1) 

0.6943 

Source: Researcher’s computation 

The table reveals that the p-values for both the f-statistics and the observed R- squared stood 

at 0.71 and 0.69 respectively using residual lag length of 2. The values are greater than the 

critical value of 0.05 at 5% significance level. This shows that there is no evidence for the 

presence of heteroskedasticity since the p-values of the f-statistic is considerably in excess of 

0.05. Hence there is violation of the constant variance assumption of the ordinary least squares. 
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Table 4.2.5 Ramsey RESET Test 

Specification: CSRROAROENIMGROT  

    Value Df           Probability 

t-statistic 0.55253 14 0.5893  

F-statistic 0.305289  0.5893  

Likelihood ratio 0.431441 1 0.5113  

Source: Researcher’s computation 

The Ramsey Reset Test shows that the p-values for the t-statistic and f-statistic of 0.847 

and 0.844 respectively are greater than the critical value of 0.05. This shows that there is no 

apparent non-linearity in the regression equation and it would be concluded that the linear model 

is appropriate. 

Table 4.2.6 Breusch-Godfrey Serial Correlation LM Test: 

F-statistic 1.654683     Prob. F(2,13) 0.229 

Obs*R-squared 4.058241     Prob. Chi-Square(2) 0.1315 

Source: Researcher’s computation 

Table 4.4.3shows the Breusch-Godfrey correlation LM tests for the presence of 

autocorrelation. The result reveals that the p-value of the f-statistics and the observed R-squared 

is 0.29 and 0.13 respectively using a residual lag length of 3. When compared to the critical 

value of 0.05, the p-values are noticed to be higher and this shows the non-existence of 

autocorrelation. Hence the estimates of the regression follow the non-violation of the zero 

covariance assumption of the ordinary least squares and the estimates are free from any bias.   

 

5.0 SUMMARY AND CONCLUSION AND RECOMENDATION 

Summary and conclusion 

Corporate social responsibility has attracted much attention over the past three decades. As a 

critical avenue of stakeholder management, corporate social responsibility shapes external 
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perceptions of the firm, helps relevant stakeholders assess whether the firm is a good corporate 

citizen, and ultimately justifies the firm’s continued existence to its stakeholders. A greater level 

of social responsiveness is itself a form of corporate environmentalism.  It also provides a 

channel through which the firm can manage its public image.  

      The study provides insight into the impacts corporate social responsibility. Our result shows 

that there is no significant relationship between corporate social responsibility and return on 

equity of the Nigerian banks. The study further shows that there is a positive relationship 

between return on assets and CSR in the Nigerian banking sector. It also discovered that Growth 

of the Nigerian bank has no significant relationship with corporate social responsibility.   

Finally, net income margin is found to be positive and significantly related to corporate social 

responsibility. It is also recommended that further studies should evaluate the influence of other 

corporate factors on corporate social.  

Recommendations 

The study makes the following recommendation based on the study findings; 

Government should mandate all banks in Nigeria to set aside fix a minimum percentage of profit 

for corporate social responsibility activities. Defaulters should be duly penalized. 

   Finally, the study recommends that the voluntary stance on corporate social responsibility 

needs to be reviewed to achieve reasonable progress in getting companies to be socially 

responsible.   
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Dependent Variable: CSR   

Method: Panel Least Squares   

Date: 07/13/15   Time: 20:03   

Sample: 2004 2013   

Periods included: 10   

Cross-sections included: 9   

Total panel (balanced) observations: 90  
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 69347.71 82562.71 0.839940 0.4033 

ROA 340880.3 201855.9 2.688731 0.0349 

ROE -251.0626 850.1057 -0.295331 0.7685 

GRT 30160.73 103722.2 0.290784 0.7719 

NIM 50501.08 7928.378 6.369662 0.0000 
     
     R-squared 0.738106     Mean dependent var 146807.0 

Adjusted R-squared 0.606959     S.D. dependent var 311492.4 

S.E. of regression 259314.6     Akaike info criterion 27.82342 

Sum squared resid 5.72E+12     Schwarz criterion 27.96230 

Log likelihood -1247.054     Hannan-Quinn criter. 27.87943 

F-statistic 10.85486     Durbin-Watson stat 1.796992 
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Prob(F-statistic) 0.000000    
     
     

 

 

 

 CSR ROA ROE GRT NIM 

 Mean  146807.0  0.043278  3.524378  0.747733  0.812644 

 Median  27500.00  0.030000  0.140000  0.840000  0.380000 

 Maximum  1900000.  0.910000  307.0000  1.300000  31.00000 

 Minimum  1757.000 -0.500000 -4.800000 -0.310000 -5.200000 

 Std. Dev.  311492.4  0.136940  32.35456  0.266883  3.474850 

 Skewness  3.690225  2.188595  9.322643 -1.983503  7.588453 

 Kurtosis  18.51529  22.47210  87.94609  6.628800  65.48496 

      

 Jarque-Bera  1106.982  1493.710  28363.07  108.3950  15505.16 

 Probability  0.000000  0.000000  0.000000  0.000000  0.000000 

      

 Sum  13212632  3.895000  317.1940  67.29600  73.13800 

 Sum Sq. Dev.  8.64E+12  1.668986  93166.77  6.339154  1074.638 

      

 Observations  90  90  90  90  90 
 
 
 
 
 
 
 
 
 

 CSR ROA ROE GRT NIM 

CSR  1.000000      

ROA  0.142845  1.000000    

ROE -0.044559 -0.022816  1.000000   

ROCE  0.007288  0.102594 -0.006132  1.000000  

NIM  0.559761 -0.018215 -0.026454 -0.060507  1.000000 
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