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Abstract

Corporations are critical actors in the politicatonomic, social and cultural development of allirddes.
Besides providing goods and services in order hieze profitability, they also serve as a sourcdivaflihood
for many, pay taxes that enable governments toab@emand have an impact on the physical and social
environment. However, the practice of social resgulity poses a challenge to many financial ingig@ns in
Ghana including the Agricultural Development Ba®DB). The socially responsible acts of financiavba
been assumed to have negative effect on the expemaind profitability of some financial institutie thereby
affecting their profit margins in the short-termhi3 research therefore focused on determining xteneof the
effects of corporate social responsibility (CSR)pexditures on the financial performance of finahcia
institutions. A survey and interviews of some stddadepartment heads at the ADB and reviews oatimaial
CSR reports revealed that the immediate effecboialy responsible activities on the financial feemance of
financial institutions tends to be negative. In theg term, such efforts have the potential to aeqoositive
impacts for financial institutions that engage aweially responsible behaviors as part of their daretions. It is
therefore recommended that financial institutioesdhto undertake socially responsible activitied e part of
their core functions so as to overcome the insffadcks that are associated with such programs.

Keywords: Corporate Social Responsibility, Financial Perfonoey Financial Institutions

1. Introduction

There is no doubt about the critical role busingsptay in the political, socio-cultural, and econom
development of society through the range of goodkszrvices, taxes and royalties, as well as tperpnities
they offer for improved quality of life for citizen(Jamali and Mirshak, 2007). However, the debatdoa
whether the idea of corporate social responsib{lER) ought to be incorporated into the core @@ and
operations of businesses and corporations has @ygsihce the late nineteenth Century. Advocatesdoially
responsible companies have called for the intradnaif some form of social business ethics withghgoose to
get companies to incorporate social responsibifity their core activities. The critics on the attand argue
that companies should not be forced either by lamaral conventions because social responsibibityld mean
weakened economic growth and competitive positiorspite of these ongoing debates, companies havied
to be involved in more socially responsible actdgfsson and Johanssson, 2008).

The focus of many businesses over the years i#t aired cared less about the welfare of the comrimmthey
operated. This led to the myth that profit and gtoare the sole purpose of business. Accordingriedman
(1970), in a free society, there is one and onlg sacial responsibility of business - to use isouEces to
engage in activities designed to increase its {&raf long as it stays within the rules of the gawigch is to
say, engages in open and free competition witheaepgtion or fraud. Friedman prefers that the stdtiresses
social problems, arguing that an executive, byntgknoney and resources that would otherwise gowvitecs,
employees, and customers, and allocating them dicgpto the will of the minority, fails to serveetinterests
of its principals. In this way, the executive impsdax and spends the proceeds for “social’” pugyaskich is
intolerable, since she or he has neither the shilsthe jurisdiction to do so. On the other hahdre are many
appeals by others for corporate adoption of the @8iiples. Although the government is mainly rasgible
for addressing those issues, the contribution o firms can be substantial.

Meanwhile, the minds of most business managemeattuaed in to the ascertainment of profit maxirtisg
performance of social responsibility is regardedaaforeign imposition’ and financial burden whichill
adversely affect the income and expenditure oftiheiness. Instead, banks may prefer mobilizing $ufwot
promotional activities such as advertisements m niedia which may yield short term benefits rattiem
socially investing in the communities they are tedathat may result in long term effects (Jamadl dfirshak,
2007). But it has been argued that CSR may fundti@imilar ways as advertising does and therefio@ease
overall demand for products and services, and/duae consumer price sensitivity (Sen and Bhattgehar
2001). The practice of CSR may also have the pialantenable firm to develop intangible resourgdsll and
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Rothernberg, 2008; Waddock and Graves, 1997).dinsethat shareholders of companies think signifigan
about returns that come from their investmentfiénform of huge dividends. This may compel busiag$s cut
down on their expenditure especially on sociallgpansible activities, and limit themselves mostyptofit
generating activities that will increase profitélyil (Wen, 2009). Meanwhile, increased competitiomd a
commercial pressure are combining with rising ratpuly standards and consumer demand to create k& who
new playfield for businesses. Traditional expeotadi of business are also changing. It is no loegeugh to
simply employ people, make profit and pay taxesm@anies are now expected to act responsibly, be
accountable and benefit society as a whole.

The practice of CSR is increasingly becoming pary@pd management principles, such that, instingithat
risk responsible behaviour in their communitie& tise chance of being “accepted” by the same conitynim
which they take their employees, customers and lsppAlthough mostly voluntary, some forms of CSR
practices are emerging as de facto industry stadsdHrat provide the desired legitimacy, consisteany
comparability required by businesses and its stalkehs (Jamali and Mirshak, 2007).

There are many CSR issues that corporations in &harst be concerned with. However, awareness of CSR
among most Ghanaian companies, especially finamsatution is low and where they are practicdd: impact

of financial institutions’ CSR has not been sigrafitly felt even by the communities that contribtdethe
growth such institutions. At best, CSR is widelgaeded as a philanthropic “add-on.”

The foregoing has attracted the need to explore ¢tmworate social responsibility expenditures intpgat the
financial performance of financial institution irh@na. Ample research exists on the relevance of @BRome
gaps still exist on whether the expenditure on dhastivities does affect the financial performarafe
institutions. This study sought to fill that gap fycusing on the Agricultural Development Bank (ADB
financial institution to answer the following vitgluestions: which CSR activities does the ADB eerga
What is the ADB’s CSR expenditure? And is therelationship between CSR and financial performandhen
ADB? In the sections that follow the study reviewslevant theoretical positions on corporate social
responsibility to place the discussion in contend aet the stage for evaluating the effects of @®penditure

on the financial performance of financial instituts.

2. Literature Review

2.1 Measures of Corporate Social Responsibility

Determining how social and financial performances aonnected is further complicated by the lack of
consensus on a measurement methodology as it gelateorporate social performance. In many cases,
subjective indicators are used, such as businezdtfamembers (Moskowitz, 1972), or even the Fagtun
rankings (McGuire, Sundgren & Schneeweis 1988; tBneand O’Bannon, 1997). Significantly, it is urale
exactly what these indicators measure. In otheeszagsearchers employ official corporate discksurannual
reports to shareholders, CSR reports, or the lkspite the popularity of these sources, thereoisvay to
determine empirically whether the social perforneadata revealed by corporations are under-reporteder-
reported. Few companies have their CSR reportgrealte verified. Thus, information about corporaecial
performance is open to questions about impressianagement and subjective bias. Still other studmes
survey instruments (Aupperle, 1991) or behavioral perceptual measures (Wokutch and McKinney, 1991)
Waddock and Graves (1997) drew upon the Kinder hipdeg Domini (KLD) rating system, where each
company in the S& P 500 is rated on multiple attiés considered relevant to CSP. The KLD uses a
combination of surveys: financial statements, Baticon companies in the popular press, academimatai
(especially law journals), and government repant®rder to assess CSP along eleven dimensions&dRas
this information, KLD constructed the Domini 400c&d Index (DSI 400), the functional equivalent the
Standard and Poors 500 Index, for socially respbagirms.

An alternative approach to measuring corporateasaesponsibility would be to draw on existing congte
social responsibility indices such as the CorpoRasponsibility Index. This index was initially ddoped in the
United Kingdom by the Business in the Communityiative, and is administered in Australia by theJ8mes
Ethics Centre. Participating companies are assesmg&idst a corporate responsibility framework, tudahg an
examination of how corporate responsibility is slated from strategy into mainstream managemerttipea
and how material risks are monitored and managéd. company’s response is then externally audited, a
results published. The reason this approach wasiseit for this exercise was that only one compaay used

at this point in time.

2.2 Measures of Financial Performance

Although measuring financial performance is consdea simpler task, it also has it specific congilans.
Here, too, there is little consensus about whiclagsueement instrument to apply. Many researchersnasket
measures (Alexander and Buchholz, 1978), otherdqutit accounting measures (Waddock and Graves;1997
Cochran and Wood 1984) and some adopt both of tfids&uire, et al, 1988). The two measures, which
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represent different perspectives of how to eval@afim’s financial performance, have different dhetical
implications (Hillman and Keim, 2001) and each ubjsct to particular biases (McGuiret,al 1988). In other
words, accounting measures capture only histosispécts of firm performance (McGuietal, 1988). They are
subject, moreover, to bias from managerial mantmraand differences in accounting procedures @fil
1993). Market measures are forward looking and goon market performance. The use of market measures
suggests that an investor’s valuation of firm'sfpgnance is a proper performance measure (McGdiral
1988).

Prior theoretical work rooted in neoclassical eqoins argued that CSR unnecessarily raises a ficosss, and
thus, puts the firm in a position of competitivesativantage vis-a-vis competitors (Friedman, 1974@prle,
Carroll & Hatfield 1985; McWilliams and Siegel, 1997;). Other studi@ve argued that employing valuable
firm resources to engage in socially responsibiategies results in significant managerial benefither than
financial benefits to the firm’s shareholders (Braer and Millington, 2008).

On the other hand, several scholars have argu¢dCBR may have a positive impact on firms by primgd
better access to valuable resources (Cochran anodWi®84; Waddock and Graves, 1997), attracting and
retaining higher quality employees (Turban and @iregg 1996; Greening and Turban, 2000), better atarg

for products and services (Moskowitz, 1972) anchting unforeseen opportunities (Fombrun, Gardbexd) a
Barnett 2000). Furthermore, others have argued that CSRfumetion in similar ways as advertising does and
therefore, increase overall demand for productssamdices and/or reduce consumer price sensit{@ign and
Bhattacharya, 2001) as well as enable the firmeteebbp intangible resources (Hull and Rothernb2ff)8;
Waddock and Graves, 1997). Within stakeholder thefdrreeman, 1984), which suggests that CSR is
synonymous to effective management of multipleedtakder relationships, scholars have argued tleatifying

and managing ties with key stakeholders can méidfa¢ likelihood of negative regulatory, legislatior fiscal
action (Freeman, 1984; Hillman and Keim, 2001)raatt socially conscious consumers (Hillman and Keim
2001), or attract financial resources from sociadlgponsible investors (Kapstein, 2001). CSR mag kad to
value creation by protecting and enhancing corpgoraputation (Freeman, O’Connor, Parks, Cunningham,
Hurley, Haak, Dirks, & Wenderoth, 2007).

Empirical examinations of the link between CSR amatporate financial performance have resulted in
contradictory findings, ranging from a positive donegative relation, to a U-shaped or even to aarge-U
shaped relation (Margolis and Walsh, 2003). Acaggdio McWilliams and Siegel (2000), conflicting uts
were due to “several important theoretical and eiegdi limitations” of prior studies; others havegaed that
prior work suffered from “stakeholder mismatching/Vood and Jones, 1995), the neglect of “contingency
factors”, “measurement errors” (Waddock and Grat€87) and, omitted variable bias (Auppesial., 1985;
Cochran and Wood, 1984).

2.3Methodological Review of CSR and Financial Performance

According to Margolis and Walsh (2002), one hundaed twenty-two published studies between 1971 and
2001 empirically examined the relationship betweerporate social responsibility and financial perfance.
Empirical studies of the relationship between C$M financial performance comprise essentially tyoes.
The first uses the event study methodology to astesshort-run financial impact (abnormal returns) when
firms engage in either socially responsible orspansible acts. The results of these studies haga ixed.
Wright and Ferris (1997) discovered a negativetiaiahip; Posnikoff (1997) reported a positive tielaship,
while Welch and Wazzan (1999) found no relationdfeépveen CSR and financial performance.

The second type of study examines the relationbkigveen some measure of corporate social perfoenanc
(CSP) and measures of long terfinancial performance, by using accounting or fitiah measures of
profitability. The studies that explore the relagbip between social responsibility and accountiaged
performance measures have also produced mixedtgesbbchran and Wood (1984) located a positive
correlation between social responsibility and aotiog performance after controlling for the ageaskets.
Aupperle,et al (1985) detected no significant relation betweei? @8d a firm'’s risk adjusted return on assets.

In contrast, Waddock and Graves (1997) found danit positive relationships between an index oPG®d
performance measures, such as ROA in the followeay. At the firm level, the argument against CSRhiat
engaging in such activity is costly, and ceterisitpes, those firms that choose to behave ethioally bear
higher costs, which will in turn result in lowerrf@mance levels. Generally, the extant researciC8R and
firm performance has been concentrated in the neanagt and policy areas. The first strand of thesrditure
looks at short-term effects of unethical behavitite second strand looks at long term performansedan
accounting or market-based ratios. Both Margolid @ralsh (2001) and Orlitzky, Schmidt, and Ryne€03)
provides thorough reviews. Unlike the SRI literaturesults are mixed, with researchers documepiisitive
(Orlitzky, et. al. (2003)), neutral (McWilliams and Siegel (20000danegative relationships (Wright and Ferris
(1997)) between CSR and financial performance.
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2.4 Relationship between CSR and Financial Performance

Banks influence the environment directly and incliye Ensuring that credits are used for environtaky:
friendly purposes is gaining ground: some bankeraficentives towards credit facilities for so-edll“green”
investments. These investments can take the forimpifoving a buildings’ insulation, more efficieheating
systems which use alternative energy sources. @ihk Will not ask for collateral and offers discaeshioans to
such clients, for these types of investments. Theeeseveral examples on how banks are linkingrtttbtional
credit risk assessment with the borrower’'s envirental risk assessment. Companies lacking in social
responsibility risk media or NGO campaigns with aidge impacts on consumer behaviour and share grice
Successful CSR, by contrast, can contribute to rédputation of a company or employer as socially and
environmentally responsible and thus increasdsuisiness (Miles & Covin, 2000).

Company owners or managers might commit resourceS3R activities out of a genuine concern for the
problem they address and to demonstrate their parscommitment to these issues. While only a small
percentage of managers today believe this to baia motive, it is probably the only one which nopadiaims

to be historically new (McKinsey, 2006). Many res#ees have been conducted to find out the reldtipns
between CSR and the financial performance of compgaihe following sub-section looks at some of st
important and relevant empirical studies that Haa®en carried out in the past.

2.4.1 Positive Relationships between CSR and FiabRerformance

Anderson and Frankle (1980) used a firm's markétieséo measure financial performance and its i@batiip
with CSR. It indicated that investors were invegtmore in firms who reported CSR than those whoraitd
Cochran and Wood (1984) examined the relationshtpiéen CSR and corporate financial performance JCFP
by using new (at the time) statistical researchsttmlook at financial variables working as modeeg variables
and was found that asset age was highly positieetselated to levels of CSR.

More recent research by Joyner and Payne (200@¥@lsid a positive correlation between reportindRGMth
performance and firm value. Joyner and Payne ntiieddifficulty of measuring the benefits of CSR.eTh
authors also saw some indication of a time lag betwwhen CSR was reported and the financial bergdin.
Parket and Eilbirt (2006) undertook some resedrahlboked at a couple of directly related isstid first was
that managers perform a cost-benefit analysispdntaéng CSR. The empirical research showed thatthas no
evidence to suggest that managers perform a cosfibanalysis on CSR. One suggestion Parket madctiat
this would be a challenge as it is very difficdtquantify the benefits received from reporting C8R-ompany
may be more inclined to report CSR “when thereoisis fat in the company financial statements.” Tibad
company that has spare money to invest in CSR i® tileely to do so (Parket and Eilbirt 2006). Thidds to
the strength of the argument for companies beintivated by increased financial performance wherorigny
CSR, as the company could use this excess moriaydst in other revenue earning investments sudioads,
share portfolios or even in the bank instead oégting in CSR.

2.4.2 Negative Relationships between CSR and FiabiRerformance

The first study to find a negative relationshipvietn CSR and financial performance was Vance (1914t

study looked at share price and found that in lngich portfolio an investor would be better off @sting in

companies who reported little or no CSR. In conigclgccomment, “companies have more reasons to hallgoc
responsible than only how it affects the per shatae of their common stock”. The idea is that Brthat have
‘spare cash’ available are more likely to invessotiety and the environment (McGuigeal. 1988). This is
because firms accept a responsibility to a rangdiftgrent stakeholders. Firms take on the extrstto benefit
society as a whole and at the expense of theirekblters’ personal wealth (McGuiet al. 1988). Riahi-
Belkaoui (1992) found a negative relationship betmvexternal perceptions of a company’s CSR actwiéind
executive compensation schemes, providing a nelweangthe relationship. Riahi-Belkaoui's findingsggest

that top management may be discouraged from undiegt SR activities due to the fact that the shalddrs

do not appreciate their profits being spent onvdis they do not consider beneficial to them.

2.4.3 No Relationship between CSR and FinancidgbPeaance

Fry and Hock, (1976) loosely looked at membershef oil industry such as Texaco and concluded that t
amount of CSR did not increase or decrease thatgdity of the firm. Their concluding commentssal
suggest that the firm's size and public image mansmnt also determine the amount of CSR reporting
undertaken. The important point raised in this aesl®e paper however, is a concern that has beeeadréig
previous researchers as well (Auppeiel. 1985, Griffin and Mahon 1997). This is that, theustry a firm
operates in may have a strong effect on the rethdtsare found when examining the relationshigpveen CSR
and financial performance. Auppereal., (1985) measured financial performance using botfydterm and
short-term return on assets. No relationship wasdobetween the variables, CSR and financial perdoce,
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suggesting the effect CSR has on profitability ésitnal and by reporting CSR profits are neitheréased nor
decreased.

3. Methodology of the Research

This study employed descriptive research desigrsciigtive research is directed towards the detangiof
nature of a situation, as it exists at the timstatly. Descriptive research is used to portraycanrate profile of
persons, events, or situations (Robson, 200&g Agricultural Development Bank of Ghana (ADB) sva
purposively selected for the study. The study fedusn the top level management, namely heads arfi¢e and
planning, retail banking, research and marketird) @state departments of the Bank. Semi-structuntedviews
were conducted with the officials to obtain quaii@ information. Secondary data was also obtaifieth
internal documents such as the bank’s policies 8RCannual reports, CSR reports and other puldicsiti
prepared from 2002 to 2009. Information obtainednirthe secondary sources included ADB’s CSR
expenditures, return on equity (ROE) and net isteneargin(NIM) which were used as financial perfarmoe
measures.

Return on equity (ROE) measured how well a compes®s reinvested earnings to generate additionainggy;
giving a general indication of the company’s effincy (Bodie, Kane, and Margu&002). It measures the firms
overall profitability relative to the equity baseadable to the firm. In other words, it tells hanwch is earned
by the firm based upon the amount of equity the emarhave invested in the business. For firms in the
commercial banking sector an ROE of 12.5% or graatdesirable. The net interest margin, on thewottand,
is a measure of how well the institution was ablengintain a spread between its interest incomés interest
expenses. In very simplistic terms, the higherribeinterest margin the better, as it indicate®ry positive
spread between what is being paid out in intengsérse versus what is being earned as interestnmcdhere
are no general rules of thumb for the NIM, but tgbinet interest margins vary from 4% to 5%. TharBen's
correlation statistics was used to generate traioekship between corporate social responsibilétsiables and
financial performance of the bank.

4. Data Presentation

4.1 CRS Activities by ADB

The study revealed several CSR activities of ADBlhese activities were mainly poverty and social
interventions. The CSR activities allowed for pabiiteraction, such as safe-drinking events or yapgla
donation to a community charity when consumers lpase certain brands of products, require community
involvement for success. The CSR activities of ABdain create a platform for farmers to showcaskie them
produce. Evidence of such is FAGRO which is aindiegcting farmers on how to assess credit faciliae a
reduced rate. To encourage consumer acceptancereavatd sustainability behaviour, ADB often offer
discounted pricing or offset programs on agric ispithe ADB CSR products and services are categgbiigo
three broad areas which are economical, sociakamuonmental.

In terms of the economical, the activities includbd supply of fertilizers, Farmers day sponsorsbigboard
motors for fishermen and supply of poultry birdsl deeds. The environmental activities of the Baohksisted

of tree planting, protecting water bodies, prowvisif irrigation systems in the Northern part of GaaThe
Agricultural Development Bank in collaboration withe Forestry to curb on illegal chain saw opemator

The social issues related to the various socianentions investments that were made by the Bachk as
investing in capital gaps in disadvantaged comnesmitand underserved markets; financing for social
enterprises, affordable housing, small businesgldpment; comprehensive community development cesyi
including specialized non-profit services; micredit financing to petty traders; providing agricuél inputs
and accessories to farmers; SRI funds, includimgmanity investment products; and providing sociabasit
accounts targeted at economic development, chilel giving out three bed room house for winnersatfonal
best farmers ward etc. A specific example is soiships given to brilliant but needy students tgiodhe
initiation of FAGRO projects.

4.2 CSR Expenditure at ADB

A trend analysis of the social responsibility of B2and its contributions to the agricultural secpecifically
has been presented below. These contributions tbther agricultural industry have been earmarkedttier
same reasons or expectations as presented above.ADB is mostly agric-oriented focus on the aggctor is
not only seen as vital but specifically because¢hef multiplier effect on the performance of the amgation,
community upgrading and eventually on the econotigrge.
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Figure 1: CSR Expenditures at ADB (Millions GHS)
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Source: Authors’ own construct based on ADB AnrRigpports (various years).

Annual financial reports show that overall expemdit on the bank’s corporate social activities hasnb
increasing over the years. On Figure 2, it was veskthat the CSR expenditures rose steadily aatpshfrom
2002 through to 2006; but seems to plateau aftelsvantil it started rising slowly from 2008 to 2009

4.3 Relationship between CSR and Financial Performance

The trend analysis shows that indicators of finahperformance have been falling steadily and coeotly
over the years. The display on Figure 2 showstti@performances of the bank over the years 2002-bave
been falling. The empirical puzzle had been whether has been due to the corporate social redpibtysi
activities engaged by the bank. A Pearson coroelatinalysis was performed on the variables in otder
determine the degree and the direction of relatignamong them. Indeed the correlation statistalsutated
shows that ROE and NIM are positively related the association between them is not strong (0.p35;
0.175). This result is very important as it givas iadication of the independent strength of theividdial
performance indicators. With this in perspectileen the relationship between these individual iatdics and
CSR variables are not achieved independently wittimieffect on other financial indicators.

Figure 2: Trend of Bank’s Performance
25

PAY

15

V \/\ =—#—net interest margin (%)
10 ——ROE (%)

Source: Authors’ own construct based on ADB AnrRigpports (various years).

The results as shown in Table 1 illustrates thaER©Osignificantly negatively correlated to CSR emgitures
and number of branches (bothpak 5% level). This suggests that when ADBs CSRviigs including the
number of branches increases, ROE of ADB fallsdingl other factors constant. Results also show tieat
interest margin also had a negative relationshith e corporate social responsibility and the nembf
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branches. Indeed whilst that of the number of dremowvas significant; it is found that CSR did navd any
significant impact on NIM.

Table 1: Financial Performance Indicators and Corpoate Social Responsibility

CSR Branches |ROE Net Interest Margin
CSR Pearson Correlation |1 807 -.730 -.260
Sig. (2-tailed) .017 .040 .534
N 8 8 8 8
Branches Pearson Correlation | goZ 1 -713 -723
Sig. (2-tailed) .017 .047 .043
N 8 8 8 8
ROE Pearson Correlation |- 73d -713 1 535
Sig. (2-tailed) .040 .047 172
N 8 8 8 8
Net interest margin Pearson Correlation |-.260 -723 535 1
Sig. (2-tailed) .534 .043 172
N 8 8 8 8

The positive relationship observed for CSR, numiifebranches (0.802; p < 5%) shows that the increase
expansion of the bank over the country affectstpedy and significantly its social responsibiligctivities;
since projects are community-based. A historicalneixation of ADB’s CSR activities shows that thebased
to concentrate most of its social activities in #gric sector mainly to boost the industry and mékaore
commercially viable; however with time, various @insions have enrolled into the social projectsuhiclg the
donation of desktop computers, in 2011, to the @Haducation Service for the promotion of ICT acrtss
country.

5. Discussions

The findings of the research indicate that whenyr@amponents of social responsibility are perforrtetotal
expenditure increases which impact negatively anfihancial performance of the bank in the shamatelt
means that the expansion of corporate social redpitty beyond the operations of the bank, buttsuc
expenditure will not yield direct returns on therfiin the short term. Meanwhile, such activitieganably leads
to some improvement in the overall living standastithe country as well as improving economic gtoas the
multiplier effects impact on growth indicators. Theedium to long term benefits are rather seen wivamg
standards or economic growth indicators are enftgribe bank will thrive as the rippling effect affe the
industry in which the bank is skewed towards. Imbdaecompany that pursues a vigorous CSR is alste€nto
some tax exemptions which can impact on the firm@rformance of the company in the medium term.
Additionally, a positive relationship is observetieam CSR is highly concentrated in sectors whichiraportant
to the organization or in areas where the bankitsasompetitive advantage. In this scenario anegtments
made will in turn yield returns that will directlyoost the performance of the company. For ADB, suskctor
is the agric sector. Any investments made in threcagctor therefore directly yields returns asek#ra cost are
covered as the stakeholders are improving in weléard their engagements. For instance, fertilizersocoa
farmers will help farmers improve upon yield whiefil invariably results in higher farmers’ incomand since
these farmers are saving with the bank the increaiseome levels will mean higher savings and gteeents in
the bank. Because there is a mixed relationshipvdsst the corporate social responsibility and thekisa
performance, it confirms the conclusions drawn byats and Zutshi (2004) that there is no relatignshi
between CSR and financial performance. This maldifficult to reject the null hypothesis of thaudy.
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6. Summary and Conclusion

The study examined the effects of corporate saeponsibility activities on the financial perfornea of the
bank. This was measured with indicators such asrRetn Equity and Net Interest Margin. The studpidied
that corporate social responsibility leads to daseein financial performance when activities arpaexied
outside its functional areas. However, positiveaficial performance is realised when corporate kocia
responsibility activities are limited to the aredsere the bank has achieved competitive advanfdgeresearch
suggests that firms with better CSR performancebatir positioned to obtain financing in the calpiharkets,
which positively affects their ability to undertakeajor strategic investment decisions and eventuad#ld
positive stock returns

7. Recommendations

Donations are often ad hoc and limited to philampic activities or simple donations, which tendb&focused
on the short term and contribute little in termssaétained benefits for either the community or cbmpany.
Banks on the other hand should engage more initeesiand practices which are both more closelydihto the
core business and are more directly profitablereiasing their awareness of “the business case $&"@Gnd
strengthening their planning processes. Both iafeand external CSR practices should be integiatecbanks’
strategic planning in order to specifically targjebse elements that impact positively on their cetitipeness
and profitability. This will also increase the siggbility and the overall development impact ofmpanies’
initiatives.
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