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Abstract 

The paper examined the effect of corporate social responsibility costs (CSRC) on the profitability of listed 

companies in Consumer Goods sector of the Nigerian economy. Expost facto research design was used and 

company level data on monetary expenditures on social and environment activities, Return on Assets (ROA) 

and Return on Equity (ROE) of six (6) selected listed companies were collated for the period 2013 to 2018. 

Correlation analysis and regression technique were adopted in analyzing the data. Results indicate that 

CSRC explained less than 2.5% of the total variations in ROA and ROE of companies in Consumer Goods 

sector. Based on acceptable statistical parameters, the paper concludes that CSRC have no significant 

effect on the profitability of the companies, and recommends the use of legislations to compel economic 

entities in the sector to upscale their investments in CSR in line with international best practices. 

Keywords: Social responsibility Cost, Return on assets and Return on equity  

 

1.0 Introduction 

Corporate Social Responsibility has generated a lot of criticisms over the past decades. This includes 

complaints about negative environmental impacts from production activities, environmental damages, 

climatic changes and health and livelihood impacts on local communities (Yusoff, Mohamad & Darus, 

2013). There were also allegations that, although production and manufacturing activities were generating 

vast sums of wealth for countries economies, many communities affected by these projects, such as in 

Nigeria or Angola, continued to live in poverty, and had in fact become worse off than previously due to 

the presence of socio-environmental effect of adverse production activities. The concern for social and 

environmental issues gradually spread to virtually all sectors of the national economy with increasing 

agitations for employment of members of host communities in such organizations, provision of scholarship 

opportunities for indigenes, as well as social and infrastructural amenities need by the people. 

 

Following these criticisms, some companies started to respond and to address social and environmental 

issues in their operations, through some ad hoc acts of philanthropy, social services and environmental 

improvements. Ifurueze, Lyndon and Bingilar (2013) noted that increase in global environmental awareness 

and growth in the campaign for sustainable economic development are fast redirecting the attention of firms 

towards environmental costs and creating consciousness towards reducing environmental impact of their 

operations. The various government regulations, societal pressure groups and green consumer pressure are 

some of the current trends and recent developments reawakening corporate attention to the strategic and 

competitive role of a firm’s environmental responsibility to corporate performance. Today, the principles 
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of social and environmental management can be broadly summarized as ‘do no harm’ and ‘provide benefits’ 
at the local community level.  

 

The emerging scenario has made research in social and environmental performance and reporting issues of 

contemporary interest. Accordingly, a good number of studies have already been carried out to investigate 

different dimensions of CSR in other world economies like Nairobi (Gicholhi, 2016); Indonesia 

(Handayani, et al, 2017); China (Chen, el al., 2017); Malaysia (Yusoff, et al.2013); and Tanzania (Isanzu 

& Fengju, 2016). Here in Nigeria, specific studies have equally been undertaken to address the impact of 

CSR on the financial performance of economic entities in the Oil and Gas industry (Ifurueze, et al., 2013; 

Ukpabi, et al., 2014; Nwaiwu & Oluka, 2018; Ekhotor, 2014; Ohaka & Ogahuzo, 2018; Oti & Mbu-Ogar, 

2018; and Madichie et al., 2018). Some other researchers have investigated the phenomenon using data 

drawn from the Nigerian banking sector (Odetayo et al., 2014; Jibril, et al., 2016; Ajide & Aderemi, 2014; 

and Adeyanju, 2012), while a few other studies have been directed to the Brewery, Manufacturing and 

Construction sectors of the Nigerian economy (Asuquo, et al., 2018; Tapang & Bassey, 2017; and Barde & 

Tela, 2017). Still, some other investigations drew their data from listed firms in other sectors of the Nigerian 

economy (Bablola, 2012; Omodero & Ihendinihu, 2016, and Olaoye & Oluwandare, 2018.  

 

Despite the numerous studies in this area, results have remained conflicting and largely inconclusive. 

Parmar, Freeman, Harrison, Wicks, Purnell and Colle (2010) reported that a variety of studies that examined 

the empirical link between Corporate Social Performance (CSP) and Corporate Financial Performance 

(CFP) provide an impressive and valuable analysis of this research stream. They analyzed 95 empirical 

studies that examined relationship between CSP and CFP and concluded that the positive relationship 

claimed in over 50% of CSR-CFP studies is, at best, questionable; attributing the inconsistencies in the 

results to a number of factors including the way these studies were conducted, especially variance in the 

samples of firms used by researchers, the operationalization of CSP and CFP, and in control measures. This 

makes the need for further research in the area a compelling necessity. 

 

Again, there is no evidence to show that social responsibility performance of companies operating in the 

Consumer Goods sector of the Nigerian economy has been investigated despite the fact that entities in this 

sector are under watch of Government regulatory agencies (NAFDAC and SON) for the safety of their 

products to consumers / general public. The entities are under duty to comply with stipulated safety 

guidelines and standards that could generate social and environmental pressures on operating results. Cost 

items for training and retraining the workforce, research and development expenditures, to improve product 

quality, environmental sustainability and compliance costs are critical CRS issues that regularly confront 

economic entities in this sector. Unfortunately, there appears to be complete lack of empirical studies on 

corporate responses to environmental and social performance nexus of listed consumer goods companies in 

Nigeria. Besides, the study is also a peculiar deviation from previous studies in scope - with specific target 

at the sector and using the most current data on CSR covering the time period not adequately investigated 

in prior studies (2013 to 2018). This study, therefore, attempts to fill the research gaps so identified; and 

thus constitutes an extension on exploratory investigation to determine the effect of CSR costs on the 

profitability of firms, with evidence drawn from listed consumer goods companies in Nigeria. 
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1.2 Objectives of the Study 

The broad objective of the study is to investigate the Effect of Corporate Social Responsibility Costs on the 

Profitability of Listed Consumer Goods Companies in Nigeria. Specifically, the study addressed the 

following two objectives:  

To determine the effect of Corporate Social Responsibility Costs (CSRCs) on the Returns on Assets (ROA) 

of listed consumer goods companies in Nigeria. 

To determine the effect of Corporate Social Responsibility Costs (CSRCs) on the Returns on Equity (ROE) 

of listed consumer goods companies in Nigeria. 

 

1.3 Research Hypotheses 

HO1:  Corporate Social Responsibility Costs have no significant effect on Returns on Equity of listed 

consumer goods companies in Nigeria. 

 HO2: Corporate Social Responsibility Costs have no significant effect on Returns on Equity of listed 

consumer goods companies in Nigeria. 

 

2.0 Review of Related Literature 

Concept of Corporate Social Responsibility 

Corporate Social Responsibility (CSR) is the persistent commitment of an organization to “do no harm” to 
the environment and “provide benefits” to its workforce and the society while in pursuit of its corporate 
goals. It relates to the investment undertaken by an organization to mitigate the negative impacts of its 

activities on the environment and the host community. 

 

The concept of CSR became prominent in the 1990s when the environmental and social impacts of 

extractives industries on communities were attracting increasing criticism in the media and from NGOs, 

academics, and wider civil society. Tomlinson (2017) sited instances of such environmental and social 

harms by companies operating in the extractive and mining industries and specifically noted the case of 

Ken Saro-Wiwa, who in 1995, was executed for campaigning against Shell in Nigeria as well as ongoing 

environmental pollution and conflicts in Bougainville and the Niger Delta region of Nigeria.  

 

Corporate Social Responsibility (otherwise called corporate social performance, corporate citizenship, 

corporate accountability and corporate social entrepreneurship) is an attempt to broaden the obligations of 

firms to include more than financial considerations.  CSR therefore is a corporate initiative to assess and 

take responsibility for the company’s effects on the environment and impact on social welfare. 

 

Financial Performance 

Financial Performance is a subjective measure of how well a firm can use assets from its primary mode of 

business to generate revenue. It refers to the degree to which financial objectives are being or has been 

accomplished. It is the process of measuring the results of a firm’s policies and operations in monetary 
terms. Areas of financial analysis are working capital analysis, financial structure analysis, activity analysis, 

and profitability analysis. 
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Corporate Profitability 

Profitability is the degree to which a business or activity yields profit or financial gain. It is often measured 

with the use of ratios. Profitability ratios are financial metrics used by analysts and investors to measure 

and evaluate the ability of a company to generate income (profit) relative to revenue, balance sheet assets, 

operating costs, and shareholders’ equity during a specific period of time. It shows how well a company 
utilizes its assets to produce profit and value to shareholders. Examples of profitability ratios are: 

Return on Assets – that is, the percentage of net earnings relative to the company’s total assets. Profit after 
tax /total assets. 

Return on Equity – the percentage of earnings/income relative to stockholders’ equity. 
 

2.1 Theoretical Framework 

This paper is anchored on the Stakeholder theory. This theory was propounded by Freedman (1984) and it 

evolved as a challenge to the notion that stockholders/shareholders are the only group to whom management 

need be responsive; that the company solely belongs to people who invest in it – not to its employees, 

suppliers, nor the locality in which it is situated. 

 

The stakeholder theory was propounded to address three interconnected problems that relate to business – 

the problem of value creation and trade, the problem of the ethics of capitalism, and the problem of 

managerial mindset on the first two problems. The theory therefore suggests that business is a set of 

relationships among groups that have a stake in the activities that make up the business. It is about how 

customers, suppliers, employees, financiers (stockholders, bondholders, banks, etc.), communities and 

managers interact to jointly create and trade value. The theory describes the corporation/business as a 

constellation of co-operative and competitive interests possessing intrinsic value. 

 

The stakeholder theory is considered a necessary base upon which the present study will revolve because it 

projects the fact that mutually beneficial stakeholder relationships can enhance the wealth-creating capacity 

of a business entity, while failure to do so limits capacity for future wealth generation, and thus, promotes 

negative outcomes/risk with unstable future returns. One sure way of enhancing corporate wealth-creating 

capacity is for managers to balance ethics with capitalism by being socially responsible to all stakeholders. 

 

2.2 Empirical Review 

Literature is replete with studies on the effect of social and environmental cost on the performance of 

economic entities in all world economies. In Malaysia for instance, Yusoff, Mohamad and Darus (2013) 

evaluated the potential influence of CSR disclosure structure on corporate financial performance. Content 

analyses of 2009-2011 annual reports of the leading 30 public listed companies in Malaysia was adopted. 

For terms of methodology, sentence count was used as a unit of analysis to measure disclosure depth, while 

a finer-grained analysis of the CSR disclosure structure was performed to measure disclosure breadth and 

disclosure concentration. Their investigation revealed a significant relationship between CSR disclosure 

structure and the corporate financial performance in the subsequent year. The results suggest that good 

financial performers are those companies that display a relatively high breadth of disclosure, while at the 

same time demonstrate the ability to disclose a concentrated structure of CSR disclosure to the definitive 

stakeholders. The findings imply that it is not the volume of disclosure that matters, but the variety of items 
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disclosed and concentration to the definitive stakeholders. The paper offers insights into the workings of 

successful reporting strategies for business organizations in Malaysia, and provides inputs pertaining to the 

betterment of the CSR framework, for Bursa Malaysia and the relevant regulatory bodies to deliberate upon.   

 
Isanzu and Fengju (2016) investigated the impact of CSR on Firm Financial Performance in the least 

developed country of Tanzania. The paper aimed at finding out if there is a significant difference in financial 

performance of firms that engage in CSR relative to those that do not practice CSR. Independent sample t-

test was used to test hypotheses. The data set was extracted from randomly selected 101 firms operating in 

Tanzania using accounting based measures of financial performance of Return on Asset and Return on 

Equity. Results reveal that there is a significance difference in financial performance favoring those firms 

that do Corporate Social Responsibility, implying that CSR has a positive influence on firm financial 

performance. Firms should then engage in corporate social responsibility so as to improve their financial 

performance and managers should not underestimate the contribution they make by committing their time 

and resources to make sure their CSR programs are effective in order to achieve the competitive advantage. 

 

In Nairobi, Gicholhi (2016) sought to establish the effect of CSR on financial performance of listed firms 

in the Nairobi Securities Exchange. Financial performance was measured using the return on assets. 

Investment in CSR was measured using monetary spending on social activities. Data were obtained from 

audited financial statements of the selected firms. Data were extracted for the years 2010 to 2014, and 

multiple regression technique was used to assess the influence of CSR on financial performance. Financial 

performance was the dependent variable while corporate social responsibility, capital intensity and 

efficiency were used as the explanatory variables in the study. Target population comprised of 66 publicly 

listed companies of which, complete and necessary data available were for 14 companies. The data were 

collected for 5 years for each firm giving 70 observations. Most of the companies investigated engaged in 

CSR but failed to disclose the actual cost incurred on CSR activities.  Results from the study established 

that CSR had a positive but insignificant effect on financial performance. The study concluded that a 

positive but insignificant relation existed between CSR and financial performance and recommends that 

firms should be mandated to be socially responsible so as to enhance the value of the firm for the 

shareholders. 

 

Drawing evidence from the Ethiopian banking industry, Kesto (2017) assessed the relationship between 

CSR and Banks’ financial performance in Ethiopia. Data was collected from 10 Ethiopian banks from 2009 
to 2014 was analyzed using Multivariate regression. Results from his study show that there is no relationship 

between the financial contribution for CSR activities and corporate financial performance. 

 

Tomlinson (2017) provided an overview of social and environmental management practices in the oil and 

gas industry, outlining the evolution of international oil companies’ approaches over the last 20 years, and 
reviewed what social and environmental management amongst such companies’ means in practice. The 
paper highlighted some of the unresolved issues emerging today and noted that most companies now model 

their approach to social and environmental management on international norms, in order to gain access to 

finance, to complying with new host country legislation/regulation, and to gain and maintain a good 

reputation and a ‘social license to operate’. 
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In a different investigation of firms in Indonesia, Handayani, Wahyudi and Suharnomo (2017) analyzed 

how the manufacturing industry contributes to environmental pollution and social cost and posits corporate 

social responsibility (CSR) functions as a way to reduce the effects of corporate activities, to increase long-

term performance and stakeholder trust. The study analyzed the mediating role of green oriented innovation 

and community participation in implementing the CSR. The study uses simple random sampling to collect 

173 respondents from large scale manufacturing firms in Central Java, Indonesia. By using structural 

equation modeling, the findings showed the significant influence of CSR to the firm performance. 

The originality of this study concerns the need to involve social and environmental dimensions in applying 

the ethical program of CSR. 

 

Similarly, Chen, Hung and Wang (2017) examined how mandatory disclosure of corporate social 

responsibility (CSR) impacts firm performance and social externalities. The paper exploited China’s 2008 
mandate requiring firms to disclose CSR activities, using a difference-in-differences design. Although the 

mandate does not require firms to spend on CSR, we find that mandatory CSR reporting firms experience a 
decrease in profitability subsequent to the mandate. In addition, the cities most impacted by the disclosure 
mandate experience decrease in their industrial wastewater and SO2 emission levels. These findings suggest 
that mandatory CSR disclosure alters firm behavior and generates positive externalities at the expense of 
shareholders. 

 

Back here in Nigeria, a plethora of investigations on the corporate social responsibility performance 

paradigm have been carrying out using data from different sectors of the economy. Within the oil and gas 

industry, Ifurueze, Lyndon, and Bingilar (2013) examined the impact of environmental cost on corporate 

performance in oil companies in the Niger Delta States of Nigeria. The field survey methodology was 

utilized in collecting data from a sample of twelve oil companies. The paper analyzed the relationship 

between corporate performance and three indicators of sustainable business practices: Community 

Development Cost (CDC), Waste Management Cost (WMC) and Employee Health and Safety Cost 

(EHSC). The study revealed that sustainable business practices and corporate performance are significantly 

related, and that sustainability may be a possible tool for corporate conflict resolution as evidenced in the 

reduction of fines, penalties and compensations paid to host communities of oil companies. Therefore, the 

researchers recommended that the management of oil companies in the Niger Delta States of Nigeria should 

adopt well-articulated environmental costing system in order to guarantee a conflict free corporate 

atmosphere needed by managers and workers for maximum productivity and eventual improvement in 

corporate performance. 

 

Ekhator (2014) also used data from the oil and gas companies in Nigeria to appraise the extent to which 

corporate social responsibility (CSR) practices have helped in curing the problems relating to violence, 

kidnappings, eco-terrorism, and maladministration amongst others in the country with a comparative focus 

on Chinese oil firms and Western firms operating in the oil and gas industry in Nigeria. The paper sought 

to determine whether the variants of CSR practiced by non-Western firms in Nigeria have had negative or 

positive impacts in the oil and gas industry especially with China’s contribution to Nigerian economy. 
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Equally from the same sector, Nwaiwu and Oluka (2018) examined the effect of environmental cost 

disclosure on financial performance measures of quoted oil and gas companies in Nigeria.  Time series data 

were collected from annual financial reports of selected companies and economic reviews of the Central 

Bank of Nigeria, and analyzed using correlation and multiple linear regression techniques.  The results 

revealed adequate disclosure on environmental cost, and that compliance to corporate environmental 

regulations have positive significant effect on financial performance measures. The study recommended 

regulatory enforcement for adequate environmental cost disclosure and proper reporting. 

 

Similarly, Ohaka and Ogaluzor (2018) evaluated the effect of donations on profitability of oil and gas 

companies in Nigeria. The study used a cross sectional survey design to carry out the research. The 

population of the study was all the oil and gas companies in Nigeria. Data collected were analyzed through 

the Simple Regression Analysis and Partial Correlation techniques. Results reveal that Donation 

significantly affects Return on Equity, Return on Assets, and Net Profit of the oil and gas companies in 

Nigeria, and concludes that there is a strong positive relationship between CSRA and profitability. The 

paper recommends that Government should consider as allowable expenses for tax purposes, all arm’s 
length expenditure on corporate social responsibility to enhance corporate social performance of economic 

entities in the sector.  

 

In the same vein, Oti and Mbu-Ogar (2018) examined the impact of environmental and social disclosure on 

the financial performance of quoted oil and gas companies in Nigeria. Time series data for five years were 

collected and analyzed using the ordinary least square regression technique. Results from the statistical 

analysis reveal that disclosure on employee health and safety and community development do not 

significantly affect financial performance while disclosure on waste management had a positive and 

significant effect on firm’s financial performance. The study recommended that oil and gas companies 
should constantly review their waste management strategy and employ modern technology in waste 

management to mitigate their impact on the environment and that Oil and gas companies should improve 

on employee health and safety as part of their mission and vision statement for enhancing firm value while 

ensuring sustained development of their host communities to avoid hostility by stakeholder groups.  

 

Also, Madichie, Nwekwo and Nnadi (2018) examined the effect of corporate social responsibility on the 

financial performance of a selected oil and gas firms in Nigeria for the period of 2012 to 2016 quoted on 

the Nigerian Stock Exchange. Data were collected from the audited financial statements of the selected 

firms for a period of five (5) years. Using Net profit margin, Return on Equity and Return on Assets as 

proxies for financial performance, correlation and regression analysis were conducted. It revealed that CSR 

has a positive and significant impact on the Net profit margin, Return on Equity and Return on Assets of 

Oil and Gas under study. The study concluded that firms that are socially responsible continues to flourish, 

partly as a result of CSR activities. Finally, the paper therefore recommends that Government as part of 

their responsibility should put in place policies that will create a good business environment for firms 

operating in Oil and Gas sector of the economy for them to increase their investment in Corporate Social 

Responsibility. 
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Another sector that seem to have attracted the attention of researchers on this subject matter is the banking 

industry. Odetayo, Adeyemi and Sajuyigbe (2014) conducted an empirical investigation on the relationship 

between corporate social responsibility and profitability of banks in Nigeria. Data were collected from 

annual reports of six sampled banks, for the period of 10 years (2003 – 2012). Simple regression analysis 

was used to analyze data collected. The result revealed the existence of significant relationship between 

corporate social responsibility costs and the profitability of Nigerian Banks. The study further noted that 

little amounts were spent on social responsibility, when compared with profit generated by the banks and 

recommends that government need to enact a law that will fix minimum percentage out of profit of 

organizations that should be spent on corporate social responsibility.  

 

Ajide and Aderemi (2014) equally examined the effects of corporate social responsibility activity (CSR) 

disclosure on bank profitability in Nigeria. Data were sourced from annual report and accounts of twelve 

sampled commercial banks in Nigeria for the year 2012 only. Variables such as CSR disclosure scores, 

banks’ size and owners’ equity serve as independent variables and banks’ profitability proxied by returns 
on equity (ROE) as dependent variable were used and analyzed using Ordinary Least Square (OLS) 

technique. The results showed that banks’ size and CSR disclosure score have a positive relationship with 
bank profitability while owners ‘equity has negative association with bank profitability. The paper 
concluded that banks should increase their level of CSR disclosure as it exhibits greater concern to improve 

on good corporate image and as a way of showing a greater commitment to impact and improve people’s 
lives which in return improves the banks’ patronage and profitability. 
 

Following after this study, Jibril, Dahiru, Muktar, and Bellow (2016) investigated the relationship between 

corporate social responsibility and financial performance of listed deposit money banks in Nigeria for the 

period 2008 to 2013. The data were obtained from the annual reports and accounts of twelve banks. 

Corporate social responsibility was proxy by natural logarithm of the total amount spent on corporate social 

responsibility by banks, while return on equity and return on assets were used to proxy financial 

performance as dependent variables. The study adopts multiple regression technique in analyzing the data. 

The findings reveal that corporate social responsibility has a positive and significant impact on return on 

equity and return on assets. The paper therefore recommends that Nigerian deposit money banks should 

continue to provide corporate social responsibility services to their host community. 
 

Using a slightly different approach, Tapang and Bassey (2017) evaluated the effect of corporate social 

responsibility performance on stakeholder’s perception of telecommunication companies in Nigeria. An ex-

post facto research design was employed. Data were collected and statistically analysis using multiple 

regression. Based on the empirical analysis, the study revealed that economic, ethical, discretional and legal 

expectations of CRS performance have significant effect on stakeholder’s perception. The paper concludes 
that behaving in a socially responsible way normally raises the cost profile of a firm, and  that firms that do 

so tend to enjoy long run corporate performance arising mostly from the support, friendliness and peace 

they often experience in their operating environment. The study therefore recommended that firms should 

voluntarily institute proactive waste management systems and structures that ensure that the disposals of 

the harmful by-products in every aspect of their operations are properly handled. The work further invites 

firms to invest in corporate social activities within and for the benefit of their host communities in such 
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areas as education, health and physical infrastructure to enhance their corporate image and enjoy a positive 

and good neighborliness from its host community. 
 

Ogunsanwo and Ajayi (2018) also examined the effect of CSR on the performance of MTN 

telecommunication Nigeria.  The economic, legal, ethical, and discretional / philanthropic expectations of 

CSR as well as the performance was analyzed using the Pearson Moment Correlation Technique and the 

result shows that CSR has a significant and positive impact on the performance of telecommunication 

industry in Nigeria.  
 

Based on evidence from yet another sector of the Nigerian economy, Asuquo, Dada and Onyeogaziri (2018) 

examined the effect of sustainability reporting on corporate performance of selected quoted brewery firms 

in Nigeria using data extracted from audited financial statements of three brewery firms for a period of five 

years (2012-2016). The result of the study shows that Economic Performance disclosure (ECN), 

Environmental Performance disclosure (ENV) and Social Performance disclosure (SOC) have no 

significant effect on return on asset (ROA) of selected quoted firms in Nigeria. 

 

Akinleye and Adedayo (2017) used data collected from 5 multinational companies in Nigeria from 2010 to 

2014 to investigate the impact of CSR on profitability.  By employing correlation analysis, pooled OLS 

estimation, Hausman test and Granger Causality analysis, the result of the analysis indicate a weak negative 

correlation between CSR spending and PAT as well as an insignificant negative relationship between CSR 

and profitability of multinational companies in Nigeria. 

 

In a similar study using data extracted from financial statements of non-banking institution, Babalola (2012) 

examined the relationship between corporate social responsibility and firms’ profitability in Nigeria with 
the use of secondary data, sourced from ten (10) randomly selected firms’ annual report and financial 
summary from 1999 to 2008. The ordinary least square technique was used to analysis the data. Findings 

from the study show that the sampled firms invested less than ten percent of their annual profit on social 

responsibility.  The paper recommends that laws and regulations to obligate firms to pay adequate attention 

to social accounting in terms of social costs and to comply with social responsibility standards should be 

enacted. 

 

Also, Omodero and Ihendinihu (2016) also examined the impact of environmental and corporate social 

responsibility accounting on organizational financial performance of firms in Nigeria using exploratory 

research design. Time series data on Corporate Social Responsibility Costs (CSRC), Environmental 

Maintenance Costs (EMC), Personnel Benefit Costs (PBC) and Profit After Tax (PAT) of quoted firms in 

the Nigerian Stock Exchange were collected and   Multiple Linear Regression used for the analysis.  The 

results obtained show that the independent variables predicted about 82.4% of the variations in Profitability. 

The results further indicate that CRS and EMC had no significant effect on PAT, while PBC had significant 

positive effect on PAT.  The study concludes that CSR and environmental maintenance should be a matter 

of concern to both the Government, NGOS and firms at large. 
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Following after this study, Ohiokha, Odion and Akhalumeh (2016) evaluated the impact of CSR on financial 

performance of 29 firms from 2009 to 2010 using panel data regression analysis. The result shows that CSR 

proxied by donation has a positive insignificant effect on financial performance (EPS) of the sampled firms. 

 

3.0 Methodology 

The expost facto research design was used since secondary data on CSR cost and Profitability were in 

existence in published annual reports and accounts of companies in the sector. Out of twenty-six (6) 

consumer goods companies listed on the Nigerian Stock Exchange as at December 31 2018, six (6) were 

selected by the researcher based on availability of complete data on CSR in their published financial 

statements for the period covered by the study (2013 to 2018); namely: Nigeria Breweries Nigeria Plc, 

Nestle Nigeria Plc, Cadbury Nigeria Plc., Vitafoam Nigeria Plc., Uniliver Nigeria Plc., and Guinness 

Nigeria Plc. The total monetary expenditures on CSR activities of the companies were used since many of 

the companies did not disaggregate their CSR costs into sub-components of Community Development, 

Waste Management, and Ethical and/or Employee development and safety costs. Return on Assets (ROA) 

and Return on Equity (ROE) were used to proxy profitability in this study. 

 

Model Specification 

The study made use of econometric method in formulating a regression model for data analysis.  The model 

was adapted from the works of Ojo (2003) which compared Turnover (TUV) with investment in social 

responsibility (CSR) with specifications as follows: 

 TUV = Bo + B1CSR + u.      (1) 

Babalola (2012) followed similar methodology in evaluating the relationship between CSR and firms’ 
profitability (Profit after Tax), while Odetoya, et. al., (2014) and Jibril, et al (2016) adapted the approach 

in assessing the relationship between CSR expenditure and the profitability of Nigerian banks. In this study, 

two models were evaluated viz: 

 ROA  =  βo + β1LogCSRC + µ     (2) 

 ROE = βo + β1LogCSRC + µ     (3) 

Where; ROA and ROE = Return on Assets and Return on Equity as proxies for Profitability. 

             CSRC                  = Corporate Social Responsibility Costs proxied by the natural logarithm of the 

total amount spent on social and environmental activities by the companies. 

             βo and β1            =   Parameter to be estimated. 

             µ                          =   Error term. 

Simple regression analysis was used to estimate the parameters and test the formulated hypotheses with the 

aid of SPSS version 20.0. 
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4.0 Results and Discussions 

     Table 1: Result on the Relationship between CSRC and Profitability 

Correlations 

 Return on 
Assets 

Return on 
Equity 

Corporate Social 
Responsibility Cost 

Return on Assets 

Pearson 
Correlation 

1 .978** -.198 

Sig. (2-tailed)  .000 .248 

N 36 36 36 

Return on Equity 

Pearson 
Correlation 

.978** 1 -.197 

Sig. (2-tailed) .000  .249 
N 36 36 36 

Corporate Social 
Responsibility Cost 

Pearson 
Correlation 

-.198 -.197 1 

Sig. (2-tailed) .248 .249  

N 36 36 36 

**. Correlation is significant at the 0.01 level (2-tailed). 
Table 1 shows the correlation result on the relationship between the independent variable (CSRC) and the 

two dependent variables (ROA and ROE). The results indicate that Correlation coefficient between CSRC 

and ROA is -.198 (P-value = .248 ˃ 0.05), while the correlation coefficient between CSRC and ROE is -
.197 (P-value = .249 ˃ 0.05). The two results indicate inverse and insignificant relationship between CSRC 

and the two profitability measures.  

  

Hypotheses Testing 

The two hypotheses formulated for this study are hereby restated and tested with results in Tables 2 and 3. 

HO1:  Corporate Social Responsibility Costs have no significant effect on Returns on Assets of listed 

Consumer Goods Companies in Nigeria. 

             Table 2: Effect of Corporate Social Responsibility Costs on Return on Assets  

     Model Unstandardized 
Coefficients 

Standardized 
Coefficients 

 
t 

 
Sig 

B Std. Error  
C 
Incsrc 

6.171 
-.287 

5.574 
.338 

 
-.144 

1.107 
-.849 

.276 

.402 
      R                                             .144 
      R Square                                 .021 
       Std. Error of the Estimate    2.72556 
      Durbin-Watson                     1.783 
      F-Ratio                                   .721 
      Sig of F-ratio                         .402 

Decision 
Accept HO1  i.e. 
CSRCs have no significant effect on 
ROA 

Source: Author’s Compilation from SPSS (20)  
 
Result in Table 2 has F-ratio of .721 (P-value = .402 ˃ 0.05) indicating that the model is inappropriately 
fitted.  The R2 of .021 shows that CSRC explains only 2.1% of the variations in ROA, with about 97.9% of 

the changes in ROA due to factors other than CSRC.  The t-value of -.849 (p-value = .402 ˃ 0.05) indicate 
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the existence of inverse and insignificant causal relationship between CSRC and ROA. We therefore accept 

the null hypothesis and conclude that Corporate Social Responsibility Costs have no significant effect on 

Returns on Assets of listed companies in the Consumer Goods sector of the Nigerian economy. 

 

HO2:    Corporate Social Responsibility Costs have no significant effect on Returns on Equity of 

companies listed in the Consumer Goods Sector of the Nigerian economy. 

Table 3: Effect of Corporate Social Responsibility Costs on Returns on Equity 

 
      Model 

Unstandardized Coefficients Standardized 
Coefficients 

 
t 

 
Sig 

     B Std. Error  
C 
Incsrc 

28.302 
-1.361 

5.574 
1.570 

 
-.147 

1.093 
-.869 

.282 

.391 
      R                                             .147 
      R Square                                .022 
        Std. Error of the Estimate 12.66070 
      Durbin-Watson                     1.593 
      F-Ratio                                   .755 
      Sig of F-ratio                          .391 

Decision 
Accept HO1  i.e. 
CSRCs have no significant effect on 
ROE 

Source: Author’s Compilation from SPSS (20)  
 

From Table 3, F-ratio of .755 (P-value = .391 ˃  0.05) indicates that the model is not appropriately specified. 
With R2 of .022, the result indicate that only 2.2% of the total changes in ROE is attributable to variations 

in CSRC, with 97.8% of the changes traceable to other factors.  The t-value of -.869 (p-value = .391 ˃  0.05), 
the result indicate insignificant and negative effect of CSRC on ROE.  Accordingly, the null hypothesis is 

accepted and the paper concludes that corporate social responsibility costs have no significant effect on 

Returns on Equity of listed Consumer Goods companies in Nigeria. 

 

4.0  Discussion of Results 

Results in Table 1 reveal inverse and insignificant relationship between Corporate Social Responsibility 

costs and Profitability and this is consistent with short run a priori expectation that expenditures on social 

and environment activities constitute expense items that diminish corporate profit.  In the long run however, 

the expected increase in patronage resulting from responsible social relationship between the organization, 

on one hand, and the internal and external stakeholders on the other, will translate into more secured 

operating environment, greater turnover, and ultimately, enhanced corporate performance. 

 

Conclusions from the two hypotheses tested are instructive, and are consistent with the results in Gicholhi 

(2016), Ohiokha et al., (2016); Kesto, (2017); Akinleye and Adedayo, (2017); and Asuquo, et al., (2018). 

Gicholhi investigated the relationship between expenditure on CSR and ROA among listed firms in Nairobi 

and found no causal link between the two. In Ethiopia, Kesto (2017) also found no such relationship 

between sampled banks. Ohiokha et al (2016) investigated the relationship between donations and earnings 

per share (EPS) while Akinleye and Adedayo (2017) and Asuquo, et al (2018) investigated the nexus 

between CSR and corporate performance measures among companies in the manufacturing and brewery 

sectors of the Nigerian economy (respectively) and noted that all three components of CSR had no 

significant effect on ROA and EPS of companies in the sectors. 
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These results are however, coming against the preponderance of evidence of significant relationships 

between expenditures on social and environmental responsibility and corporate performance in other sectors 

of the national economy. For instance, Handayani et al., (2017) had found significant relationship between 

CSR and financial performance of Indonesian firms, while Ifurueze, et al., (2018); Ohaka and Ogaluzo 

(2018); and Madichie et al., (2018) investigated  the nexus between CSR and financial performance proxies 

of Oil and Gas firms in Nigeria and each study found significant causal link between the variables. In the 

banking sector of the Nigerian economy, Adetoyo et al., (2014); Jibril, et al., (2016), and Ajide and Aderemi 

(2014) equally found significant relationships between expenditures on CSR and corporate performance. In 

the same vein, Barde and Tela (2017) conducted a similar study with data collected from construction 

companies in Nigeria and concluded that CSR expenditures significantly impacted corporate performance. 

 

As evidenced from the empirical studies reviewed in this paper, except for companies in the extractive 

industry (Oil and Gas) and perhaps the Banking sectors, there is lack of consensus on the effect of CSR on 

corporate performance of economic entities in other sectors/industries. This could be attributed to the small 

proportion of their annual profits that are invested in social and environmental activities, as companies in 

these sectors seem to perceive their operations as not having any direct bearing with the social and 

environmental issues.  Babalola (2012) had reported that many firms invest less than 10% of their annual 

profits on CSR and such minimal commitment to social and environmental activities may not have any 

material effect on corporate financial performance in both short and long-run. 

 
5.0 Conclusion and Recommendations 

The effect of CSRC on the profitability of listed companies operating in the Consumer Goods sector of the 

Nigerian economy is not significant, and this could be attributed to the observed low proportion of profits 

that are committed to CSR activities by entities in this sector. The paper therefore makes the following 

recommendations: 

 

Use should be made of legislation to mandate and govern social and environmental reporting practices by 

entities in the Consumer Goods sector. 

 

International Corporate Social Reporting standards should be adopted by listed companies in Nigeria. 

Consumer Goods companies should be more socially responsible so as to improve on their image and earn 

the support and friendliness of host communities for a conflict free environment necessary for achieving 

growths in corporate performance in the long-run. 

 

All listed entities in Nigeria should upscale their involvements in CSR by making a paradigm shift from the 

traditional donation of foodstuff and christmas gifts to creating capacity that will engender independent, 

entrepreneurial abilities, economic vision, passion and drive for self-accomplishment.  
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