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Abstract

This paper is an endeavor to investigate the linkage between Corporate Social

Responsibility (CSR) and Profitability. The researcher has considered CSR as an

independent variable and Return on Asset (ROA), Return on Equity (ROE) and Earning

Per Share (EPS) as dependent variables. Firstly, the researcher has presented the

CSR activities of different selected banks from year 2007 to 2010. Secondly, a simple

regression analysis is performed to investigate the relationship between dependent and

independent variables. The study found that there is a significant negative

relationship between CSR and ROA. The study also found that there is no relationship

among ROE, EPS and CSR.
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1.1. Introduction

The field of corporate social responsibility has grown exponentially in the last decade. More

than half of the Fortune 1000 companies issue corporate social responsibility (CSR) reports
(Tsoutsoura et al., 2004). A large number of companies are engaged in a serious effort to define
and integrate CSR into all aspects of their businesses. An increasing number of shareholders,
analysts, regulators, activists, labor unions, employees, community organizations, and news media
are asking companies to be accountable for an ever-changing set of CSR issues. There is increasing
demand for transparency and growing expectations that corporations measure, report, and
continuously improve their social, environmental, and economic performances. The definition of
corporate social responsibility is still debatable. According to Business for Social Responsibility
(BSR), corporate social responsibility is defined as “achieving commercial success in ways that
honor ethical values and respect people, communities, and the natural environment.” McWilliams et
al. (2001) describe CSR as “actions that appear to further some social good, beyond the interest of
the firm and that which is required by law.” A point worth noticing is that CSR is more than just

following the law (McWilliams et al., 2001). Alternatively, according to Frooman (1997), the
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definition of what would exemplify CSR is the following: “An action by a firm, which the firm
chooses to take, that substantially affects an identifiable social stakeholder’s welfare.” A socially
responsible corporation should take a step forward and adopt policies and business practices that
go beyond the minimum legal requirements and contribute to the welfare of its key stakeholders.
CSR is viewed, then, as a comprehensive set of policies, practices, and programs that are
integrated into business operations, supply chains, and decision-making processes throughout the
company and usually include issues related to business ethics, community investment, environmental
concerns, governance, human rights, the marketplace as well as the workplace. Each company
differs in how it implements corporate social responsibility, if at all. The differences depend on
such factors as the specific company’s size, the particular industry involved, the firm’s business
culture, stakeholder’s demand, and how historically progressive the companies are engaging in
CSR. Some companies focus on a single area, which is regarded as the most important for them
or where they have the highest impact or vulnerability—human rights, for example, or the
environment—while others aim to integrate CSR in all aspects of their operations. For successful
implementation, it is crucial that the CSR activities are part of the corporation’s values and
strategic planning, and that both management and employees are committed to them. Furthermore, it
is important that the CSR strategy is aligned with the company’s specific corporate objectives and
corecompetencies.

1.2. Objectives of the Study

The main objective of the study is to analyze the CSR activities and its impact on financial

performance of the selected banks operating in Bangladesh. The specific objectives are listed below:
® To identify the CSR activities performed by the selected commercial banks.

e To investigate the relationship between CSR and profitability of the selected commercial banks.
1.3. Methodology
1.3.1. Sample Selection

Total 47 banks are currently operating in Bangladesh. The researcher selected only
privately commercial banks for this study purpose. Public commercial banks, foreign banks and
investment banks were not taken into consideration due to their difference in operation and direct
government regulation. Out of 29 commercial banks 8 banks were selected for the study which
represents 27.59% of the total population. The reason behind such selection was only these 8
banks have been investing on CSR for last 4 years continuously according to Bangladesh Bank
Report on CSR on July, 2011. The selected banks were Eastern Bank Limited (EBL), Bank Asia
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