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                                                                   ABSTRACT 

The conflict between firms and stakeholders on environmental issues placed responsibility 

accounting in the spot light in recent times. The faceoff between these parties is caused by the 

gap between stakeholder perceived corporate responsibility and the actual corporate social 

responsibility activities delivered by the firm. Management at different quarters has argued that 

the social responsibility expectations of stakeholders are beyond its financial constraints. One 

way to resolve this conflict is by disclosing the amount expended on corporate social 

responsibility. The objective of the study is to examine the determinants of corporate social 

responsibility of corporate disclosure in the Nigerian financial sector. The longitudinal research 

design was adopted for the study and ordinary least ordinary square method was employed. A 

sample of fifty firms was selected employing simple random sampling technique. The study 

covers a period of six years, that is, 2008-2013.The study finding shows that there is a positive 
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relationship between firm size and corporate social responsibility disclosure at five percent level 

of significance. The study finding also shows that profitability, leverage and ownership 

concentration have no significant relationship with corporate social responsibility at five percent 

level of significance. 

The study concluded that profitability is the major determinant of CSRD in the Nigerian 

financial sector. The study recommended that regulatory agencies should mandate all quoted 

companies to include corporate social responsibility information in their annual financial reports. 
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 INTRODUCTION 

The demand for the disclosure of amount expended on Corporate Social Responsibility (CSR) by 

firms has increased in recent times. This pressing demand has made academicians to focus their 

attentions on this grey area of financial reporting in order to understand and explain principle 

behind CSR reporting which seem to be beyond the scope of conventional accounting 

disclosures (Bowen,2000)) . The debate on whether a company should report CSR cost or not is 

ongoing. It is crucial to borne in mind that Corporate Social Responsibility Disclosure (CSRD) is 

an outshot of CSR. In other words it simply means that CSRD provides information about the 

CSR status of a company and provides a platform for negotiation between the firm and its 

stakeholders. CSRD boost the reputation of the firm. When a firm’s financial report reveals that 

it is socially responsible stakeholders hold the firm with high esteem. Stakeholders use CSR 

information to ascertain whether a firm is a good corporate citizen, and ultimately justifies the 
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firm’s continual operation in host community. Gelb and Strawser (2001) argue that a greater 

level of reporting is in itself is a form of socially responsive behaviour. 

The teeming challenges in contemporary business world have put most firms at  hedge thereby 

compelling them to make societal servicing and environmental replenishing  integral part of their 

overall business objectives. Corporate Social Responsibility (CSR) practices and reporting 

provide a platform for re-assessing firm performance. Despite the fact that it is a relatively new 

area, Corporate Social Responsibility Disclosure (CSRD) has become an interesting area of 

discourse for academics and an intensely debatable issue for business managers and 

stakeholders.  

Several studies have been done to investigate the determinants of corporate social responsibility 

reporting in developed economies, the evidence for developing economies like Nigerian seems to 

be mainly conceptual and where subject matter is empirically examined, the studies have been 

seen to be inadequate. The aim of this study is to add to existing body of knowledge in the 

Nigerian context. The objective of the study is to ascertain the determinants of corporate social 

responsibility reporting in the Nigerian financial sector.  

 LITERATURE REVIEW 

 

 FIRM SIZE AND CSRD 

Firm size can be related to environmental responsibility activities because larger companies are 

more likely to be scrutinized by both the general public and socially sensitive special interest 

groups. Hackson and Milne (1996) report that both agency theory and legitimacy theory also 

contain bases for a size disclosure relationship. Larger companies have more shareholders who 

might believe that there is a need for the firm to report its social and environmental activities. 
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Firth (1979) documents that companies with higher visibility tend to report more information to 

improve its corporate image. Results from prior studies on the relationship between firm size and 

CSRD have been inconsistent (Belkasui & Karpik, 1989; Trotman & Bradley, 1981; Adams & 

Hart, 1998). Singh and Ahuja (1983) find no relationship between firm size and CSRD. Owen, 

Ferreri and Parker (1987) report that larger firms are in better position to disclose more 

information because they are more visible, make greater impact to the society, and have large 

ranges of shareholders who are concerned with social activities they embark on .Other research 

works done by Mohammed (1999),Romlah et al (2003) and Mohammed and Tamoi (2006) show 

that firm size provides an explanation on the variability of environmental disclosure among 

Malaysian companies. Mitchell and Quinn (2005) compared the level corporate environmental 

disclosure across some countries to find out the level of differences among them. The study 

looked at the relationship between firm size and operating performance and the level of corporate 

environmental disclosure. The study suggests that firm size plays a significant role in the level of 

corporate environmental disclosure.  

Some other studies show that there is a significant positive relationship between the size firm and 

the extent of CSRD in both developed and developing countries (for example Haniffa & Cooke, 

2005; Mitchell &Quinn,2005; Ponnu & Okoth ,2009; and Branco & Rodrigues ,2008). On the 

contrary, other researchers like Roberts (1992), Ng (1985) found that the size of the firm did not 

have significant relationship with the level of corporate social responsibility disclosure and its 

variability.  

 LEVERAGE AND CSRD 

The disclosure level of CSR is very precious as the information that helps creditors to correctly 

evaluate risk. Debt providers’ are a class of stakeholders who are also concerned with the 
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financial performance and the stability of the organization. They may also be interested in the 

impact of corporate Social liabilities on liquidation of the company (Nev, Warsame & Pedwell, 

1998). Companies with higher level of financial leverage may find it more needful to engage in 

corporate social reporting and tend to disclose the reports than companies with lower level of 

financial leverage. According to the agency theory, firms with a higher level of financial 

leverage tend to voluntarily engage in CSR reporting in order to satisfy creditors and remove 

the suspicious of wealth transfer to shareholders.  

Malone, Fries and Jones (1993) report that leverage is a prominent factor used in 

handling environmental issues by oil companies. Sharfman and Fernandoi (2008) find that there 

is positive relationship between corporate environmental responsibility and cost of equity. On 

the contrary Schneider (2010) finds that there is a negative relationship between cost of debt 

increase and environmental performance. Healy and Palepu (1995) document that leverage may 

be a determinant of voluntary corporate Social Responsibility reporting as firms may need to 

resolve asymmetric information and agency problems with the stakeholders. Trotman and 

Bradley (1981) using the content analysis technique examined the association between social 

sustainability reporting and characteristics of selected companies in Malaysia. Their result 

shows that there a positive relationship between financial leverage and CSDR. On the contrary 

Chow and Wong-Boren (1987), Ahmed and Nicolls (1994) and Mohamed and Tamoi (2006) 

found no statistical relationship between financial leverage and CSR. Other studies by 

Freedman and Jaggi (1986), Fiori, Donato and Izzo (2008), Teresa (2006), and Hull and 

Rothenberg (2009) consistently found no statistical relationship between financial leverage and 

voluntary of environmental disclosures. 
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 PROFITABILITY AND CSRD  
  

Profitability provides management of the firms the freedom and audacity to be involved in more 

social responsibility activities. Stakeholder theory, explains that financial performance of a firm 

influences the level of social responsiveness of its directors. The argument is that activities of 

Corporate Social Responsibility no doubt constitute a cost burden on firms. When a firm’s 

financial performance is dwindling, economic demands is given preference over social and 

environmental performance. Most empirical research has found no significant relationship 

between CSRD and the profitability (for example Hackston and Milne, 1996; Moneva and 

Rivera-Linoa,2008; Richardson and Welker, 2001). Honssien and Andrew (2006) explored the 

extent and nature of CSRD of companies in Bangladesh using sixty disclosure items .The result 

shows that CSRD is positively related with net profit margin.  Aras and Guillien  (2010) examine 

the relationship between CSRD and financial performance of forty listed companies listed on the 

Istanbul Stock Exchange (ISE) between 2005 and 2007.The result shows that there is no 

significant relationship between CSRD and profitability measure of ROA and ROE. On the 

contrary Khemir and Baccouche (2010) analyzed the determinants of CSRD in Tunisian listed 

firm .The study also examined the relationship between financial performance and CSRD. The 

findings reveal there is a positive relationship between CSR activities disclosure and economic 

performance.        

 

 OWNERSHIP CONCENTRATION AND CSRD 

Ownership tends to explain the percentage of total shares owned by different block owners, that 

is, institution ownership, director ownership and governmental ownership. In Canada, Cormier 
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and Gordon (2001) find that government companies provide more environmental information in 

corporate annual reports than private companies.  

In Sweden, Tagesson et al. (2009) find that government companies disclosed more 

environmental information than private companies because government-owned companies are 

under greater scrutiny, and there is pressure from the owner, the state, and from the mass media 

to comply with society’s expectations. In Bangladesh, Belal (2000) finds that private companies 

disclose more environmental information in annual reports than government companies. 

 In Italy, Secci (2005) found that companies controlled by the Italian government 

disclosed less environmental information than other corporations. The expected differences in 

environmental disclosures of government and private companies give an hypothesis that 

government companies will make more environmental disclosures in corporate annual reports 

than private companies 

Nazli and Ghazali . (2007) examine the influence of ownership structure on corporate social 

responsibility (CSR) disclosure in Malaysian company annual reports (CARs). The study used a 

CSR disclosure checklist to measure the extent of CSR disclosure in annual reports and a 

multiple regression analysis to examine the association between ownership structure and the 

extent of CSR disclosure in annual reports. Results from multiple regression analysis show that, 

consistent with expectations, companies in which the directors hold a higher proportion of equity 

shares (owner-managed companies) disclosed significantly less CSR information, while 

companies in which the government is a substantial shareholder disclosed significantly more 

CSR information in their annual reports. Abu-Baker and Naser (2000) try to ascertain whether 

ownership concentration have any influence on the decision on CSR disclosure. Multiple 
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regression and logistic regression analysis were employed to test the hypotheses in their study. 

They find that family owned firms have impact on the level and the quality of CSR disclosure. 

METHODOLOGY  

The population of the study covers all  the two hundred ten companies of quoted on the floor on 

the Nigerian Stock Exchange (NSE). Consequently, this study uses a sample size of 50 

companies consisting of banks and insurance companies and the period under review is 2008-

2013. In considering sample size, Saunders, Lewis and Thornhill (2003) suggest that a minimum 

number of fifty (50) for statistical analyses provide a useful rule of thumb.  The sampling 

technique is well suited for determining the sample as it provides every item an equal 

opportunity of being selected and as such reduces bias selection to the barest minimal. 

Information was extracted from a secondary source, from annual financial reports of the selected 

firms. 

The study used Ordinary least squares (OLS) regression technique  as the data analysis method. 

The study adopted OLS regression techniques to examine the relationship between independence 

variables (firm size, profit, industry and origin) and corporate social responsibility disclosure. 

The OLS regression was adopted because it is the appropriate techniques for examining the 

linear relationship between variables.  

Where autocorrelation is suspected, the study shall adopt the Cochrane Orcutt method which 

implies including an autoregressive (AR) terrn as part of the exogenous variables and re-

estimating the model (Eviews, 7.0). However, preliminary analysis such as correlation analysis 

was also conducted.  

 

 MODEL SPECIFICATION 
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The model of this study examines the determinants of corporate social responsibility disclosure 

in audited financial statements. The functional form of our model is specified as follows; 

CSRD = a +β1 SIZE +β2 PROFIT+β3 OWCEN + β4 LEV + Ut   

      Where: 

CSRD = Corporate social responsibility disclosure. This study used content analysis by word to 

quantify corporate social responsibility disclosure in Nigerian corporate annual reports. Based on 

previous studies by Deegan and Gordon (1996), Suttipun and Stanton (2012), there are 22 

themes that can be used to categorize environmental information in annual reports. The data for 

DISCE is computed from content analysis of the number of items disclosed a company’s audited 

financial report.   

PROFIT = Profitability proxied by Profit after tax (PAT)  

SIZE = Company Size (proxied by log of total asset) 

OWNCEN= Ownership concentration (is measure by the percentage of shares own by 

institutions) 

LEV= Leverage (long term liabilities divided by total assets ). 

Ut = Stochastic term 

     The a priori signs are B1 > 0, B2 >0, B3 > 0, B4   >0 

 

 PRESENTATION AND ANALYSIS OF RESULT  

Table 1   Pearson Correlation Result 

  FSIZE PROFIT OWCEN LEV CSRD 

FSIZE 1     

PROFIT 0.786712 1    
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OWCEN 0.234834 0.114583 1   

LEV 0.040747 0.256308 0.201008 1  

CRSD 0.427683 0.544295 -0.1805 -0.16586 1 

Source: Researcher’s computation 2015  

Table 1,  presents the Pearson correlation coefficient result for the variables.   FSIZE and 

PROFIT exhibit a strong and positive relationship as depicted by the correlation coefficient 

(0.79). OWCEN also shows positive correlation with FSIZE (0.23) and with PROFIT (0.11). 

Leverage is also observed to be positively correlated with firm size (0.04), with Profits (0.26) 

and with ownership concentration (0.20). Finally,  Disclosure (CSRD) items is observed to be 

positively correlated with firm Size  (0.43 ), with Profitability (0.54) and a negative correlation 

with  ownership concentration -(0.18) and with leverage (-016). 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.2. Regression Result 

Dependent Variable: CSRD  

Method: Least Squares 

  

 

White heteroskedasticity-consistent standard errors & covariance 

     Variable Coefficient      Std.Error               t-Stat       Prob   

C 3.814567 0.809286 4.713496 0.0003 

SIZE -7.93E-10 4.47E-09 -0.177373 0.8616 

PROFIT 2.33E-08 9.04E-09 2.579653 0.0209 

OWCEN -0.44768 0.394842 -1.133828 0.2747 
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LEV 0.5907 0.422766 -1.397222 0.1827 

R-squared 0.433702     Mean dependent var 2.6 

Adjusted R-squared 0.282689     S.D. dependent var 0.994723 

S.E. of regression 0.842473     Akaike info criterion 2.707367 

F-statistic 2.871957     Durbin-Watson stat 2.212043 

Prob(F-statistic) 0.049773   

Source: Researcher’s computation 2015  

Table 2, shows the ordinary least squares regression result conducted using Eviews 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 0.43 

which indicates that the model explains about 43% 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 0.28. The F-stat value of 2.87 and the associated p-

value of 0.05 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 regression results shows that there is a negative relationship between  CSRD  and 

Firm Size as depict by the slope coefficient of -7.93E-10. The result is however not significant as 

the p-value of 0.86 exceeds the critical p-value of 0.05 at 5% level (p>0.05).  

Profits is  found to be positive and significantly related to the extent of corporate social 

responsibility disclosure by companies as indicated by its slope coefficient value of 2.33E-08 and 

p-value of 0.02 which exceeds the critical p-value of 0.05 at 5% level (p<0.05). This suggest that 

more profitable companies are more likely to increase the extent of their environmental 

disclosure and less profitable companies are more likely to reduce the extent of their 
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environmental disclosures. The result further shows that there is a negative and insignificant 

relationship between ownership concentration and CSRD revealed in its slope coefficient of        

-0.45 and p-value of 0.27 found to exceed the critical p-value of 0.05 at 5% level..  

Finally the result shows that leverage has a positive relationship with CSRD as revealed 

by the slope coefficient of 0.59. The relationship is however observed to be insignificant as the 

p-value of 0.18 exceeds the critical p-value of 0.05 at 5% level. Durbin-watson  of 2.2 indicts 

absence of auto-correlation 

 DISCUSSION OF FINDINGS  

The result shows that there is no significant relationship between firm size and CSRD this is in 

line with  Singh and Ahuja (1983) and contrary to the results of  Haniffa and Cooke, (2005),; 

Michiel et al., (2004), Ponnu and Okoth (2009) and Branco and Rodrigues (2008) that show a 

positive relationship between profitability and corporate social responsibility disclosure.   

 The result also shows that there is a positive relationship between profitability and corporate 

social responsibility disclosure in the Nigerian financial sector this is in line with  Honssien et 

al(2006) and Aras et al (2010) but at variance with  the results of  Hackston and Milne, (1996), 

Moneva and Lirio (1996) and Richardson and Welker(2001)  

The result further shows that there is no significant relationship between ownership 

concentration and CSRD of selected companies in Nigeria. The result suggests that there is no 

block ownership in Nigeria hence directors are not compile by external owners to disclosure their 

social responsibility status. The result is in tandem with the findings of Taggesson et al (2000) 

and Secci (2005) and contrary to  Chow,Wong and Boren (2006).  

Finally, the result shows that leverage has no significant relationship with CSRD this is in 

line with the result of Chow and Wong-Boren (1987), Ahmed and Nicolls (1994) and Mohamed 
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and Tamoi (2006) found no statistical relationship between financial leverage and CSR but 

contrary to the results of Schneider (2010) which show  a negative relationship between cost of 

debt increase and environmental performance and  Healy and Palepu (1995) which show positive 

relationship between leverage and CSRD.   

5.3 CONCLUSIONS AND RECOMMENDATIONS 

The aim of the study is to ascertain the determinants of corporate social responsibility disclosure 

in the Nigerian financial sector. The result of study shows that there is no significant relationship 

between firm size and corporate social responsibility disclosure in the Nigerian financial sector. 

The study also reveals that there is no significant relationship between ownership concentration 

and corporate social responsibility disclosure. The result further shows that there is a positive 

relationship between profitability and corporate social responsibility disclosure. Finally the study 

reveals that there is no significant relationship between leverage and corporate social 

responsibility disclosure. The study concluded that profitability is the major determinant of 

CSRD in the Nigerian financial sector.    

The study recommended that regulatory bodies should mandate firms in Nigerian to include CSR 

information in their financial reports and sanction should be melted on defaulters. The study 

further recommended that large firms should be compelled to be socially responsible and 

disclosure the same in their financial reports.  

    .  

.    
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