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Abstract: This study seeks to find out the relationship between corporate social responsibility (CSR) investment and
profitability of Dangote Cement Plc using secondary data. The study assesses the impact of CSR investment on Dangote’s
increase in revenue, profit after tax (PAT), and earnings per share (EPS) over a period of 5years. To achieve this, data were
obtained from Dangote’s annual sustainability reports and accounts for the period of 2012-2016 and analyzed using content
analysis such as tables, percentages and using the trend line analysis to get the linear correlation coefficient (R-square).
Findings from the analysis show that there is a positive relationship between CSR investment and profitability. Thus, Revenue
shows 67.81% degree of positive relationship, profit after tax (PAT) depicts 54.28% degree of positive relationship and 60.79%
is attributed to the degree of positive relationship between Earning per share (EPS) and CSR investment of Dangote cement Plc
within the observed period (2012-2016). The study concludes that Dangote’s CSR investment is positively correlated with the
profitability performance indicators.
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1. Background to the Study
1.1. Introduction
Many researchers tried to identify the relationship between
corporate social responsibility and financial performance but
found varying results from positive and negative relationship
to inconclusive results [24, 31, 23, 30]. There are different
views of the role of firms in society and disagreement as to
whether wealth maximization should be the sole goal of a
corporation [34]. However, society is questioning the basic
reason for an organization’s existence i.e. to create wealth.
[17] opined that this narrow reason excludes creating value
or justice for people, society and the environment. In
response to these concerns, corporate social reporting is
transforming and voluntary reporting is increasing to provide
more useful information and corporate transparency and
accountability [11]. According to investopedia.com,
corporate social responsibility, often abbreviated "CSR," is a
corporation’s initiatives to assess and take responsibility for
the company's effects on environmental and social wellbeing.
The term generally applies to efforts that go beyond what

may be required by regulators or environmental protection
groups. CSR may also be referred to as "corporate
citizenship" and can involve incurring short-term costs that
do not provide an immediate financial benefit to the
company, but instead promote positive social and
environmental change. Organizations are being called upon
to take responsibility for the impact of their operations on the
host society and the natural environment. Organizations are
also being asked to demonstrate the inclusion of social and
environmental concerns in business operations and in
interactions with stakeholders (Van Marrewijk & Verre,
2003) as cited in [6].
The concept of measuring and reporting the three elements
of an organization’s social, environmental and economic
impacts gained prominence during the late 1990s and early
2000s, which is credited to John Elkington,’s Triple Bottom
Line ("People, Planet, Profit"), and which began the new
non-ﬁnancial reporting frameworks from a social and
environmental perspective [17]. The concept of corporate
social responsibility (CSR) asserts that corporations have an
obligation to consider the interests of customers, employees,
shareholders, communities, as well as the ecological
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“footprint” in all aspects of their operations [6].
As cited in [6], Shane and Spicer (1983) opined that firms,
which actively account for the corporate social responsibility
risk factor, are seen as less risky investments compare to the
firms that ignore it. Consequently, on a risk-adjusted basis,
their expected returns are predicted to be lower. Hamilton et
al. (1993) cited in [6] opined that compliance with corporate
social responsibility principles is not efficiently priced by
market participants. A positive (negative) relation follows
depending on the sign of the inefficiency. Hamilton et al
(1993) argued that, if a sufficiently large number of investors
underestimate (overestimate) probability that adverse events
related to CSR issues might affect companies not complying
with the CSR principles then their stocks will provide lower
(higher) risk-adjusted return than socially responsible
companies stocks.
Previous academic studies [9, 19, 3, 6, 21] have shown that
the concept of CSR is a significant component for business
success. The relationship between CSR and companies’
financial performance has been inconclusive, controversial
and open to further research. Thus, a gap exists in reaching a
consensus on the relationship between CSR and profitability
[24, 27]
Using extensive data over a period of 5 years, this study
aims to examine and test the relationship between CSR and
profitability around CSR practices and policies of Dangote
Cement Plc. Dangote Cement Plc is chosen because it is the
Nigerian multinational industrial conglomerate, and largest
conglomerate in West Africa and one of the largest on the
African continent. It generated revenue in excess of US$3
billion in 2015. Dangote Cement Plc is one of the leading
diversified business conglomerates in Africa, and employs
more than 26,000 people [29]. Dangote has presence in over
25 countries in African continent; it is one of the most
diversified business conglomerates in Africa with a hardearned reputation for excellent business practices and
products’ quality with its operational headquarters in the
bustling metropolis of Lagos, Nigeria in West Africa. Its
activities encompass Cement Manufacturing, Packing &
Distribution [29]. Dangote's core business focus is to provide
local, value added products and services that meet the 'basic
needs' of the populace. Through the construction and
operation of large-scale manufacturing facilities in Nigeria
and across Africa, Dangote is focused on building local
manufacturing capacity to generate employment and provide
goods for the people [29]. The data set includes extracts from
the annual reports and sustainability reports of Dangote
Cement Plc and covers the period of 5 years (2012–2016).
The relationship is tested by using simple statistical trend
analysis.
1.2. Research Questions
1. Is there a relationship between changes in revenue in
the last 5 years and CSR investment of the Dangote
Cement Plc?
2. Is there a relationship between changes in profit after
tax (PAT) in the last 5 years and CSR investment of the

Dangote Cement Plc?
3. Is there a relationship between changes in earning per
share (EPS) in the last 5 years and CSR investment of
the Dangote Cement Plc?

2. Literature Review
Corporate social responsibility is generally voluntary in
nature and refers to activities that exceed a mere compliance
with the law. The social and environmental responsibilities of
enterprises may reflect the changing expectations of society
[6]. Corporate social responsibility poses several challenges
for enterprises, including the need to define their
responsibilities with respect to those of the public sector,
determine the extent of their obligations in the supply chain
and decide until what point in the future they should
anticipate and plan for the consequences of their activities,
especially in the case of natural resource use [6]. Corporate
social responsibility is what an organization does to
contribute to the social, economic, political or educational
development of the host community where it operates, but
which the organization is not compelled to comply by any
law [2]. In the same vein, [1] opined that corporate social
responsibility is a business decision making linked to ethical
values, compliance with legal requirements, and respect for
people, communities, and the environment around the world.
According to Marrewijk (2003) cited in [6] the concept of
CSR covers three dimensions of corporate action such as
economic, social and environmental.
Divergent theories predict conflicting directionality and a
number of empirical studies have found inconsistent results
in the study of CSR and financial performance. Previously,
scholars within the neoclassical economics tradition argued
theoretically that CSR strategies unnecessarily raise a firm’s
costs, thus creating a competitive disadvantage vis-à-vis
competitors [14, 5, 26]. Similarly, neoclassical economists
argued that firms should devote their energies to supplying
goods and services to their customers, they should minimize
costs and maximize profits; and all this should take place
within the laws and regulations of the land [20]. In the same
vein, proponents of this viewpoint argued that CSR is
diversion from the main business of wealth-creation, blunting
competition, and imposition of economic cost on firm and
therefore, the social responsibility of business is to increase
its profits [15].
Conversely, other scholars have argued that investment in
CSR activities would enhance; profitability of corporations
[4], higher quality employees [18], better marketing of
products, services, and creation of unforeseen opportunities
[13], and obtaining better resources [35]
Empirical evidence in a number of studies of corporate
social responsibility and financial performance reveals mixed
results;
[9] studied the relationship between CSR and corporate
financial performance in Korea. A sample of 1222 firms was
selected for a period of 7years (2002–2008). The researchers
used an equal-weighted CSR index and a stakeholder-
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weighted index as proxies for corporate social responsibility
(CSR), and return on assets (ROA), return on equity (ROE)
and Tobin’s Q as proxies for corporate financial performance.
Using cross-sectional regression analysis, the result indicated
a significant positive relationship between CSR and
corporate financial performance in respect of stakeholderweighted index, but not on the equal-weighted CSR index.
[19] conducted a research on the impact of corporate social
responsibility on financial performance of corporations in
Pakistan. A sample of 156 listed companies on Karachi Stock
Exchange (KSE) from textile sector, chemical sector, cement
sector and the tobacco sector were surveyed for the period
2011 and 2012, using secondary data from annual reports and
accounts, the study reveals that corporate social
responsibility (CSR) has no effect on financial performance
(CFP), and CSR has negative effect on the market value of
the share but no relationship to debt/equity behavior of the
firm. By and large, the investors do not have the same level
of information as the information is captured by the
management about the company affairs.
[3] investigated the causal relationship between CSR and
profitability of banks in Nigeria using First Bank Nigeria Plc
as a case study. Data from published annual reports and
accounts of First Bank Nigeria Plc were collected and
analyzed using regression analysis and the result indicated a
positive relationship between CSR investments and the
profitability of the bank.
[6] studied the relationship between CSR and profitability
on the listed firms in the Nigerian Stock Exchange using
secondary data. A sample of ten (10) firms was randomly
selected for the period 1999-2008. Ordinary least square was
used for the analysis of collected data and the result shows a
negative relationship between CSR and profit after tax. The
study also found that expenditure spent on corporate social
responsibility(CSR) vary from one firm to another and the
firms invested less than 10% of their annual profit on CSR.
[21] examined the relationship between CSR and firms’
financial performance with focus on the Nigerian
manufacturing sector, a sample of 20 firms were selected for
the period of 2002-2011. The researchers used profit before
tax (PBT) and annual turnover (AT) as proxies for financial
performance. Correlation and regression analysis were
conducted, the results revealed a significant relationship
between CSR and PBT on one hand, and CSR and turnover
on the other hand.
A reasonable explanation for the mixed results in the
previous studies highlighted above could be the various ways
corporate financial performance and corporate social
responsibility have been operationally defined (Carroll, 1979
cited in [19]), or lack of appropriate statistical controls [23].
Similarly, some previous studies relied on various
reputational indices, such as Moskowitz’s (1972) tripartite
ratings of ‘outstanding’, ‘honorable mention’, and ‘worst’
companies [10]. As cited in [19], another widely used index
is the measure provided by the Council on Economic
Priorities (CEP) based on social audit ranking of companies’
pollution records (Bragdon and Marlin 1972; Fogler and Nutt
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1975; Spicer 1978). Other reasons are over reliance on
negative screening processes to establish the sample, the
inclusion of limited number of accounting and market
performance variables; small sample sizes; and short analysis
periods [22]; and mismatch between social and financial
variables [33].

3. Research Methodology
The objective of this study is to analyze if there is a
relationship between CSR and profitability. This study bases
its measurement of CSR on content analysis of the annual
reports of Dangote Cement Plc. This method is similar to that
used by [12] and [8]. The researcher used a case study
approach and would analyze data from several key
performance indicators as reported in Dangote Cement Plc’s
sustainability report and annual account for a period of 5
years (2012–2016). The use of secondary data is justified by
the fact that written or printed document are more accurate
and reliable in ascertaining compliance to principles in
research work than primary data gathered through personal
interview or questionnaire administration (Dandago and
Muktar, 2003 cited in [36] )
3.1. Variables
The variables that will be used for the relationship between
CSR and profitability are as follows.
Profitability Variables
The profitability variables that will be used in this research
are
1. Revenue,
2. Profit After Tax(PAT)
3. Earnings Per Share (EPS).
These are proxies for profitability that will be analyzed
against CSR investment in the social and environmental areas
of responsibility of the study firm.
CSR Variables
The CSR variables or proxies that will be used in the
analysis of this research will be carefully selected to
represent major key performance indicators, which have
values attached to them and are quantifiable. The CSR
variables will include:
1. Social Investment (Education, Sponsorship and
Donations),
2. Community Development Project.
The sum value of (1) and (2) above will be used as CSR
investment costs in the analysis against each of the
profitability variables defined above.
The variables are similar to that used by [8] and [12]
3.2. Method of Analysis
Data would be analyzed using simple statistical tools from
Microsoft Excel such as tables and linear correlation
coefficient using SPSS software. An equation model would
be developed to draw a relationship between CSR and
profitability. This would be achieved by using the trend line
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analysis to get the linear correlation coefficient (R-square).
This method of analysis is consistent with the work of other
researchers [12] and [8].

4. Data Analysis and Discussion
In this section, the tables and percentages used in the
analysis of data collected are presented and used in analyzing
the research questions.
Table 1. Profitability and CSR indicators of Social & Environmental Costs.
CSR Indicator
(#'million)

Profitability Indicators(#'million)
Year

Revenue

2012
2013
2014
2015
2016

298,454
386,177
391,639
491,725
615,103

Profit After
Tax (PAT)
145,024
201,198
159,501
181,323
186,624

Earnings Per
Share (EPS)
8.52
11.85
9.42
10.86
11.34

CSR Costs
4,033
1,880
2,129
722
1,097

Source: Dangote Cement Plc, annual reports and accounts (2012-2016).

RQ 1: Is there a relationship between increase in revenue
in the last 5 years and CSR investment of Dangote Cement
Plc?
The first research question analyzes whether there is a
relationship between increase in revenue in the last 5 years
and CSR investment of Dangote Cement Plc as shown in the
tables below.
Table 2. Revenue Evolution and Growth.
Year
2012
2013
2014
2015
2016

Revenue(#' Million)
298,454
386,177
391,639
491,725
615,103

Percentage (%)
13.7
17.7
17.9
22.5
28.2

From table 2 above, there was a steady increase in
revenues through the 5-year period. The figures for the year
2012 was 12% of the total figures for the period analyzed; for
2013, it was 17.7%, which is an increase of 29% from 2012;
for 2014, it was 17.9% of the total figures, which is a 1%
increase from the previous year; for 2015, it was 22.5%,
which is an increase of 26% from the year before; and for
2016, it was 28.2% of the total figures, which is a 25%
increase from the previous year’s figures. This steady
increase in revenue can be credited to the involvement in
CSR activities by Dangote Cement Plc.
Table 3. Relationship between Increase in Revenue and CSR Investment
Using the R-Square.
R
Relationship

R2, a positive relationship could be seen to exist between
increase in Revenue and CSR investment of Dangote cement
Plc, as the R2 value is positive. This analysis clearly satisfies
condition, which states that if R2 ≥ 0, then a positive
relationship exists. Thus, Revenue shows 67.81% degree of
relationship.
RQ 2: Is there a relationship between changes in profit
after tax (PAT) in the last 5 years and CSR investment of the
Dangote Cement Plc?
The second research question analyzes whether there is a
relationship between increase in profit after tax (PAT) in the
last 5 years and CSR investment of Dangote Cement Plc as
shown in the tables below.

Revenue(₦’million)
0.6781
+ ve

Source: SPSS output analyzed from financial reports of Dangote Cement Plc

The table 3 above depicts the Relationship between
Revenue and CSR investment of Dangote cement Plc Using

Table 4. Net Profit Evolution and Growth.
Year
2012
2013
2014
2015
2016

Profit After Tax (#' Million)
145,024
201,198
159,501
181,323
186,624

Percentage (%)
16.6
23.0
18.3
20.8
21.4

From Table 4 above, there was an increase in PAT between
2012-2013 and between 2014-2016. However, there was a
decline between 2013-2014. The figures for the year 2012
was 16.6% of the total figures for the period analyzed; for
2013, it was 23.0%, which is an increase of 39% from 2012;
for 2014, it was 17.9% of the total figures, which is a 20%
fall from the previous year; for 2015, it was 20.8%, which is
an increase of 14% from the year before; and for 2016, it was
21.4% of the total figures, which is a 3% increase from the
previous year’s figures. Dangote Cement Plc could credit this
increase in PAT to the involvement in CSR activities.
Table 5. Relationship between Increase in Profit After Tax and CSR
Investment Using the R-Square.
R
Relationship

Profit After Tax(₦’million)
0.5428
+ ve

Source: SPSS output analyzed from financial reports of Dangote Cement Plc

The table 5 above depicts the Relationship between Profit
after Tax (PAT) and CSR investment of Dangote cement Plc
Using R2, a positive relationship could be seen to exist
between increase in PAT and CSR investment of Dangote
cement Plc, as the R2 value is positive. This analysis clearly
satisfies condition, which states that if R2 ≥ 0, then a positive
relationship exists. Thus, Profit after Tax (PAT) shows
54.28% degree of relationship.
RQ 3: Is there a relationship between changes in earning
per share (EPS) in the last 5 years and CSR investment of the
Dangote Cement Plc?
The third and last research question analyzes whether there
is a relationship between increase in earnings per share (EPS)
in the last 5 years and CSR investment of Dangote Cement
Plc as shown in the tables below.
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Table 6. Shareholders Earnings Evolution and Growth.
Year
2012
2013
2014
2015
2016

Earnings Per Share(EPS)
8.52
11.85
9.42
10.86
11.34

Percentage (%)
16.4
22.8
18.1
20.9
21.8

From Table 6 above, there was an increase in EPS
between 2012-2013 and between 2014-2016. However,
there was a decline between 2013-2014. The figures for the
year 2012 was 16.4% of the total figures for the period
analyzed; for 2013, it was 22.8%, which is an increase of
39% from 2012; for 2014, it was 18.1% of the total figures,
which is a 21% fall from the previous year; for 2015, it was
20.9%, which is an increase of 15% from the year before;
and for 2016, it was 21.8% of the total figures, which is a
4% increase from the previous year’s figures. Dangote
Cement Plc could credit this increase in EPS to the
involvement in CSR activities.
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