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ABSTRACT

This study looked at corporate social responsibility and the profitability of listed oil
and gas firms in Nigeria. The study evaluated the impact of ethical responsibility
practices, social responsibility practices and environmental responsibility practices on
the profitability of oil firms in Nigeria. Using the ex-post facto research design, data
from the annual financial and sustainability reports for 2014 to 2023 for the sampled
companies were gathered and analysed using the multiple regression analysis method
testing the hypotheses at a significance level of 0.05, the study found that ethical
responsibility practices with p value of 0.2303 has no significant impact on
profitability of oil companies in Nigeria, environmental responsibility practices with
p value of 0.2741 has no significant impact on profitability of oil companies in
Nigeria, while social responsibility practices with p value of 0.0239) has a significant
impact on the profitability of oil companies in Nigeria. These findings revealed that
among the CSR practices evaluated, only social responsibility practices had a
significant on profitability of oil and gas firms in Nigeria. In line with the findings,
the study concludes that while social responsibility practices are beneficial, other CSR
factors do not have the same level of influence on financial performance. The study
recommends that oil and gas firms should invest more in social responsibility
practices, reassess and align their ethical responsibility practices and environmental
responsibility practices with broader business goals to enhance their overall impact.

Keywords: Corporate Social Responsibility, Return on Total Asset, Oil and Gas
Firms, Ethical Responsibility Practices, Social Responsibility Practices,
Environmental Responsibility Practices and Profitability
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1.0 Introduction

Corporate scandals such as the Enron, WorldCom, Cadbury, and NNPC scandals have
led to critical discussions about corporate governance and social responsibility among
shareholders, managers, and policymakers, which has led to a call and reminders of the
need for change of approach (Uwuigbe, 2014). In the past, companies typically prioritized
strategies that only improve their business operations and maximise profits, putting in
place strategies like differentiation, diversification, turnaround efforts, market
concentration, and global expansion, however in recent times, strategic thinking has led
to proposal for the inclusion of activities that are from the company to the society it
operates in (Awan & Akhtar, 2014). Corporate social responsibility is the channel where
integrated economy in the world can find answers to lasting solutions faced by firms
regarding the environmental consequences on the performance of listed companies
financially (Abubakar,2016). The need to have an environment that is stable and
reduction of cost in the oil and gas industry has driven companies to tackle the challenges
posed to stakeholders and the society at large (Uwuigbe & Jimoh, 2012).

Nigeria's oil wealth comes with a heavy price. While petroleum resources fuel the
economy, their exploitation creates a toxic cocktail of environmental threats and wastes.
Oil spills, gas flaring, toxic waste, and air pollution from poorly refined products
contaminate drinking water, devastate aquatic life, poison the soil, and harm the health
of communities, especially children. This environmental degradation extends beyond
mere pollution, impacting the livelihoods and well- being of people in the Niger Delta
region, the heart of oil production for Nigeria (Chukwu, 2020 & Iloma, 2022). In the face
of the environmental damage caused by polluting firms, local communities rightfully
expect action. They anticipate concrete efforts to address both physical and social needs,
like providing clean water and alternative livelihoods, as a form of compensation for the
environmental chaos they endure (Iloma & Gospel, 2023). The execution of CSR usually
enhances value creation for a company. Examples of different ways through which CSR
can be executed include treating employee fairly, developing interactive ways and
strategies to positively impact the commitment of customers, building capacity to
increase the likelihood of attracting potential investors (Malik, Ali & Ishfaq, 2015). Other
ways through which CSR can be implemented include building schools and hospitals in
areas where they operate, digging of boreholes and providing food assistance and clean
water in drought-stricken areas, planting of trees and donating seeds to help in
reforestation as way of fighting climate change, among others.

The increasing burden of pollution and the undetermined nature of business practices
call for a more detailed understanding of how CSR initiatives of companies can not only
influence the communities and environment they operate in but also the financial
performance of these companies (Nwaoku, 2023; Chukwu, 2023). While there is
evidence to imply that CSR can lead to improved profitability and financial performance
of firms through methods such as engagement of employees, improved company
reputation and customer loyalty, more research is needed to give a better understanding
of the complexities of this relationship and its consequences for oil companies, other
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business and the society at large (Iloma & Gospel,2023). Therefore, the need to examine
the impact of CSR on profitability of oil and gas firms in Nigeria

2.0 Review of Literature

The idea of CSR has not become widely embraced as a strategic means to enhance
competitiveness and secure profitability and growth. Instead, many decision-makers view
CSR primarily as a public relations (PR) strategy with minimal effect on financial
performance (Emezi & Charles, 2015). Some companies display their CSR projects as
charitable projects while other display it as community projects. Scholars like Aderemi
& Ajide (2014) noted that companies in Nigeria spend significant amounts of money on
CSR as a form of a PR stunt used by big companies to look good in the presence of its
stakeholders. Although, the justification for the expenditure on CSR has not yet been
conclusive as the relationship between CSR expenditure and its influence on the
financial performance of companies remains a matter of debate (Ajide & Aderemi,
2014). It can also be seen that a substantial amount of the studies were carried out in
developed countries and a few number has been performed on developing countries,
however, in recent times there has been an increase in the number of studies carried out
in developing countries. The issue that is still prevalent is that the different studies
provide results about CSR impact to company’s reputation and financial performance,
scope and nature of social information that are inconsistent. There's a critical need for
more extensive research especially in countries that are still developing like Nigeria,
where the amount of CSR studies are limited. According to some of the studies
conducted, there is a positive link between CSR expenditures and profitability of firms,
other studies have shown a negative association between them. Furthermore, the
practice of CSR has been seen to be carried out more in countries that are developed,
such as the UK and the USA and it is still not clear whether it translates easily into
countries that are still developing and low-income countries (Awan & Akhtar, 2014). As
a result, a firm must not disregard the problems of the environment in which it operates
in (Babalola, 2013). Although, there are numerous research work in regards to CSR such
as Odunsi, et al (2019), Ogunjimi (2020), Powei (2020), and others. However, most of
the findings that were arrived at are not conclusive or to better put the research work do
not critically reveal the impact of corporate social responsibility (CSR) on profitability
in the context of the Nigerian oil and gas firms. Thus, there is a noticeable gap in the
literature concerning a nuanced understanding of how engagement in CSR influences
the profitability of oil and gas firms operating in Nigeria. Given the importance of the
oil and gas sector in Nigeria, understanding the complexities and the relationship
between Corporate Social Responsibility (CSR) and profitability is crucial for both
industry stakeholders and academic professionals. This study seeks to address this gap
by examining the extent in which the profitability of oil and gas firms are impacted by
CSR projects and initiatives. By demonstrating the methods through which CSR
practices and initiatives impact profitability of firms, the research would serve as a source
of actionable insights for policymakers, corporate decision-makers, and other relevant
stakeholders.
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CSR has grown into becoming a significant concept in business today. Stoner, Freeman,
and Gilbert (2006) defined CSR as practices of firms that influence the society. This
definition shows the relationship between companies and their communities as a focal
point. Meanwhile, Werther and Chandler (2006) extended this definition by describing it
as actions of businesses that are carried out to achieve productivity and also influence
the society in a good way. Additionally, Holmes and Watts (2000) define CSR as a duty
that facilitates economic development and improvement of living standards of people.
Powei (2020) provided a detailed definition outlining how CSR improves the reputation
and overall performance of an organization as it operates sustainably within its
environment. Yushau and Mercy (2018) emphasised that CSR is crucial to living in a
sustainable manner due to the fact that it incorporates cultural diversity and potential
commercial growth through initiatives that develop the community. This perspective also
aligns with Gould's (1992) research that discovered a correlation that is positive between
social performance and financial success. Furthermore, Enahoro, et al (2013) looked at
CSR in a way that is beyond the usual philanthropical activities by including activities
that cover a wide range of concerns, namely: employee relations, human rights, and
environmental stewardship. Akinleye and Adedayo (2017) highlight the fact that CSR
initiatives are non-compulsory actions that go beyond the obligations that serve as benefit
to the society. This allows for the careful mitigation of conflicts of interest between
businesses and communities, and more importantly, the needs of society are addressed
(Enahoro, et al, 2013).

Various organisations such as the Global Reporting Initiatives (GRI), International
Federation of Accountants (IFAC), Organisation for Economic Cooperation and
Development (OECD) and Institute of Directors in Southern Africa (IoDSA) have
participated in CSR reporting (Mnif-Sellami, et al, 2019). The GRI having the most
prominent frameworks (Haladu & Salim, 2017), has become the leading standards for
sustainability reporting, providing a structured model for firms to show their CSR
initiatives, G4 being the most prominent. This framework consists of two main sections:
General Standard Disclosure (GSD) and Specific Standard Disclosure (SSD) (Haladu &
Salim, 2017).

Silva, et al (2023) looked at the relationship between Corporate Social Responsibility
(CSR) practices and employee performance, an area that has received little attention.
Using the social identity theory and employing the partial least squares equation method,
the study examined how CSR practices affect employee performance within the
construction industry. Contrary to direct influence, the findings showed that CSR doesn’t
directly impact employees' performance, mediated by factors such as job satisfaction and
organisational trust. Based on the data from 171 employees, the study emphasizes the
importance of integrating CSR initiatives into organisational strategies, as they
positively influence employee perceptions and performance. The research also
emphasizes the need for effective communication and engagement of internal
stakeholders in promoting socially responsible practices to enhance organisational
awareness.
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Hermawan, et al (2023) investigated the impact of CSR on firm value, with profitability
as a moderating factor, focusing on Indonesian and Malaysian pharmaceutical
companies. Employing structural equation analysis and documentation techniques, the
study found that CSR positively affects the value of Indonesian pharmaceutical firms,
moderated by profitability. However, no significant impact was observed for Malaysian
pharmaceutical companies.

Lopatta, et al (2022) proposed a measure for abnormal CSR and examined its impact on
firm financial performance. Based on a microeconomic framework, the study suggests
that deviations from the expected level of CSR negatively affect short-term financial
performance, with empirical evidence from U.S. listed companies. The findings suggest
the potential utility of the model as an indicator for stakeholders to gauge abnormal CSR.
Fahad and Busru (2021) investigated the effect of CSR disclosure on firm performance in
India, revealing a negative trend primarily influenced by environmental and social
disclosure scores. The study underscores the complex relationship between CSR
disclosure and firm profitability and value in emerging markets. Zielinski and Jonek-
Kowalska (2021) examined the financial profitability of CSR activities in Poland's
energy sector, finding no significant relationship between CSR declarations and
profitability ratios. The study suggests the need for a deeper understanding of CSR's
impact within specific industry contexts.

Sharma and Aggarwal (2021) investigated the impact of CSR on the financial
performance of Indian manufacturing and service sectors, showing different correlations
between CSR scores and financial parameters. While manufacturing sector companies
showed a negative relationship, service sector companies demonstrated positive
relationship between CSR scores and financial performance metrics. Okafor, et al (2021)
provided quantitative evidence of the positive effect of CSR spending on the long-term
growth of U.S. technology companies. Utilising regression models and panel data from
top S&P 500 tech firms, the study found that increased CSR expenditure corresponded
to higher revenue and profitability, although no significant relationship with Tobin’s Q
was observed.

Alsartawi (2020) looked into the Gulf Cooperation Council (GCC) countries, examining
the relationship between CSR and financial performance in listed firms. Using return on
assets (ROA), and Tobin's Q as measures for evaluating financial performance, the study
discovered a negative relationship between CSR and ROA, while Tobin's Q showed a
positive relationship with CSR, particularly in the UAE. Mufioz, et al (2020) contributed
to this discussion by examining the impact of CSR on the performance of wineries in
Spain. Despite using a scale and cluster analysis, their study revealed no significant
CSR-performance relationship. Surprisingly, wineries that were environmentally
responsible were found to be less profitable, questioning the idea that CSR always leads
to better outcomes. Shabbir and Wisdom (2020) contributed to this discussion by looking
into Nigerian manufacturing firms, specifically the influence of internal and external
environmental investments on financial performance. Their findings showed a positive
link between internal environmental investments and firm profitability, with
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environmentally conscious firms showing a greater profitability level compared to non-
conscious firms. Their findings suggested a positive association between corporate
governance, profitability, and CSR disclosure, with indirect effects on corporate value
through CSR mediation. This underscores the multifaceted nature of the relationship
between CSR, corporate governance, and financial performance across different
contexts.

Firm Profitability

Profitability is a measure of the success of business, representing the ability of a firm to
generate surplus from its operations. It embodies the ability of a firm to utilise its
resources effectively in gaining surplus over costs. Unlike profit, which talks about a
tangible surplus, profitability is quite relative, consisting of the efficiency with which a
firm utilises its assets to generate revenues (Tulsian, 2014). Hence, profitability emerges
as an important metric for evaluating a firm's financial performance over a period of time
(Aniefor & Onatuyeh, 2019). Assessing profitability necessitates a complex approach,
with various financial ratios providing different insights into a firm’s financial
performance. These ratios span from gross profit ratio to returns on equity capital, each
providing information on specific areas of financial efficiency (Jamshed, 2021). Among
these measures, Return on Assets (ROA) stands out as a fundamental indicator,
expressing the efficiency of a firm's management in utilizing assets in generating profits
(Gatuhu, 2013).

Businesses boasting higher ROA typically signify that their management are more
efficient in utilizing its assets to generate income (Gatuhu, 2013). Conversely, lower
ROA may indicate underutilisation of assets, showing areas for improvement in resource
utilisation and operational effectiveness. While ROA provides a comprehensive view of
a firm's financial performance, it is imperative to acknowledge its limitations. Despite
its utility, ROA faces some challenges in its application. One notable limitation is
that ROA 1is susceptible to manipulation through asset valuation practices or
creative accounting (Gatuhu, 2013). Moreover, industries with different types of asset
might need their own specific benchmark to correctly measure ROA. This shows how
significant it is to consider the context when analyzing profitability (Pujiningsih, 2020).
Additionally, several other factors and market dynamics can impact the determination of
ROA, require a dynamic approach to the analysis of profitability.

Ethical Responsibility Practices

Ethical responsibility refers to the expectations that society has for businesses to operate
in a fair and just manner, beyond merely complying with legal requirements and
economic obligations (Carroll, 1991). Crane and Matten (2016) emphasized that ethical
responsibility is the duty of a corporation to conduct its activities in a manner that is
consistent with societal ethical norms and values. According to Carroll's CSR pyramid,
ethical responsibilities are positioned above economic and legal responsibilities. It
acknowledges that businesses should engage in ethical decision-making and also carry
out their activities in a manner that is morally acceptable (Lu, et al, 2020). This level
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includes activities which are specifically mandated by laws but are being guided by
ethical principles (Carroll, 1979). This highlights that businesses are expected to do what
is right, just, and fair even if they are not legally obligated to do so. It comprises activities
and practices that are expected or prohibited by societal norms, standards, and
expectations. Ethical responsibilities include practices such as avoiding harm to the
environment, treating employees fairly, and conducting honest and transparent business
operations.

Ethical responsibility practices are fundamental to the functioning of organisations and
their interactions with stakeholders. These practices include a wide range of behaviors and
decisions that reflect a firm’s dedication to morality, integrity, and respect for human
dignity. They are actions that are crucial in ensuring that trust and credibility are
maintained among its stakeholders. Companies that prioritize ethical behavior typically
show a high level of transparency and integrity in its operations. This enhances a long
lasting and healthy relationship between customers, employees, investors, and the wider
community (Fassin & Buelens, 2011). The company’s reputation and brand images,
which influence how the firm competes and its market positioning, are also shaped by
these practices (Ferrell & Fraedrich, 2015).

Cabrera-Lujan, et al (2023) aimed to understand the link among CSR, business ethics,
corporate reputation (CR), and user retention. Surveying 501 users of third-sector
organisations in Uruguay and Peru, the study revealed the positive impact of CSR on
business ethics, user retention and corporate reputation. It highlights the crucial role of
corporate reputation in influencing user retention, emphasizing the need for effective
management to cultivate and maintain a positive corporate reputation. It however needs
to be noted that regardless of the importance of ethical responsibility, firms face a lot of
challenges while implementing and sustaining them. For example, the pressure to
prioritize short-term financial gains over long-term ethical considerations is a notable
problem (Crane & Matten, 2016). Moreover, globalisation has introduced additional
issues and ethical problems. Multinational corporations that operate in diverse cultural
and regulatory environments must navigate differing ethical standards and legal
frameworks. This can result into tensions between global ethical norms and local way of
doing things (Ammold & Hartman, 2003). This challenge is compounded by the
outsourcing of production and supply chain management, where organisations may have
limited visibility and control over the ethical practices of their suppliers and partners. To
address this aspect, this study therefore seeks to assess the impact of Ethical
Responsibility Practices (ERP) on the profitability of listed oil and gas firms in Nigeria
by answering the question: To what extent does ethical responsibility practices impact
the profitability of listed oil and gas firms in Nigeria?

This therefore leads to formulation of the research hypothesis that:

Ho:: Ethical responsibility practices do not have a significant impact on the
profitability of listed oil and gas firms in Nigeria.
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Social Responsibility Practices

As emphasised by Carroll (1979), social responsibility is "the obligation of decision
makers to take actions which protect and improve the welfare of society as a whole along
with their own interests". CSR comprises not only the economic and legal obligations
of businesses but also their ethical and discretionary (philanthropic) responsibilities. This
broader view suggests that businesses should balance the need for profitability with the
need to improve the quality of life for their employees, customers, and the community.
Social responsibility is about doing what is right, just, and fair, and avoiding harm. It
includes voluntary actions such as philanthropy, community sponsorships, and other
community program. These activities are not required by the society but they are seen to
be a desirable and also contributing factor to the overall well- being of the community
(Streimikiené & Ahmed, 2021). Discretionary responsibility demonstrate the idea that
businesses have the chance to extend beyond their basic responsibilities in order to make
positive changes to the society (Nurunnabi & Alfakhri, 2020).

With companies around the world recognizing the importance of addressing societal and
environmental concerns alongside their economic goals, social responsibility practices
have now becoming increasingly prominent in the business environment. One of the
strengths of social responsibility practices is the positive impacts they result to in
communities and the environment. Initiatives like philanthropy, environmental
conservation efforts, and community development initiatives, companies can play a
pivotal part in sustainable development and social welfare (Porter & Kramer, 2006).
They can increase value for both businesses and society by improving living standards,
conservation of the environment, and social cohesion (Porter & Kramer, 2011).

Moreover, social responsibility practices can develop corporate reputation and brand
image positively, in hand promoting consumer trust and loyalty (Mohr, Webb, & Harris,
2001). This is an effective method to do so because consumers now consider ethical and
sustainable factors in their purchasing decisions, leading companies to include social
responsibility into their marketing considerations (Mohr et al., 2001). By promoting a
sense of purpose and pride an organisation, social responsibility practices help improve
employee morale and activeness. The reason for this is because employees are more
likely to feel encouraged and committed to companies that demonstrate a genuine
interest in social and environmental responsibility (Brammer & Millington, 2008). This
can lead to higher productivity, lower turnover rates, and increased loyalty to the
company.

However, despite these potential benefits, social responsibility practices face several
problems and criticisms. One criticism is the view of greenwashing, whereby companies
engage in fake CSR activities to improve their public image without making actual
changes to societal or environmental well-being (Delmas & Burbano, 2011). That is, in
instances where CSR activities require huge investments or involve risks to monetary
gain, shareholders may prioritise immediate financial gains over long-term societal or
environmental benefits (Hummels, 2013). This tension between financial goals and
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social responsibility can serve as problems for companies seeking to balance competing
interests.

Examining the impact of Social Responsibility Practices (SRP) on the profitability of oil
and gas firms in Nigeria.

To achieve the objectives stated above, the study seeks to answer the following research
questions:

In what way does social responsibility practices impact the profitability of listed oil and
gas firms in Nigeria?

Ho2: Social responsibility practices do not have a significant impact on the
profitability of listed oil and gas firms in Nigeria.

Environmental Responsibility Practices

Environmental responsibility is the dedication by businesses to carry out their operations
in ways that are sustainable and to actively reduce their ecological impacts (Elkington,
1997). Carroll (1991) added that environmental responsibility refers to the obligation
that companies have to reduce their negative impact on the environment and contribute
to the environment positively. In line with the Triple Bottom Line (TBL) theory by John
Elkington, environmental responsibility is one of the three critical components
(alongside social and economic responsibility) that are important for ensuring
sustainability in business practices. According to Elkington (1997), companies should
not only comply with environmental rules but should also integrate innovative practices
that would help minimize the degradation of the environment. This includes initiatives
such as waste reduction, improving energy efficiency, and investing in renewable
resources. Environmental responsibility is viewed as integral to achieving sustainability
and accountability.

One of the primary themes in environmental responsibility practices centers around the
concept of sustainability. Scholars have shown the significance of carrying out business
in a manner that minimizes environmental degradation and promote ecological balance
(Schaltegger & Wagner, 2011). This involves reducing the consumption of resources,
minimising waste that is generated, and controlling pollution through the adoption of
cleaner production technologies and operations (Wagner, 2010). In addition, Lozano
(2015) emphasized that sustainability involves integrating environmental considerations
into all levels of the organisation. However, despite increasing awareness of
environmental issues, executing sustainable practices remains a big challenge for many
firms. Barriers such as inadequate cost, lack of expertise, and resistance to change have
been seen to often impede the efforts of companies to adopt environmentally responsible
practices (Ciliberti et al., 2008).

Another key theme in environmental responsibility practices is the role of rules and
government intervention. While regulatory frameworks play an important role in setting
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minimum environmental standards and promoting compliance, their effectiveness can
vary significantly depending on various factors such as enforcement mechanisms and
stakeholder engagement (Delmas & Montes-Sancho, 2010). Moreover, regulatory
approaches often lag behind technological advancements and environmental challenges.
This highlights the need for firms to continuously adapt and innovate its environmental
practices (Delmas & Toffel, 2008). In response to various regulations and stakeholder
expectations, many companies have embraced efforts that are in relation to sustainability
as part of their CSR initiatives (Bansal & Roth, 2000). This involves proactively
addressing environmental issues through initiatives such as pollution prevention,
resource control, and biodiversity conservation (Shrivastava, 1995).

Evaluating the impact of Environmental Responsibility Practices (ENP) on the
profitability of listed oil and gas firms in Nigeria.

How does environmental responsibility practices impact the profitability of listed oil and
gas firms in Nigeria?

Hys: Environmental responsibility practices do not have a significant impact on the
profitability of listed oil and gas firms in Nigeria.

Anchoring on the stakeholder’s theory, which recognizes the need of creating value for
all stakeholders that are impacted by the operations of the business (Sani, et al, 2019).,
and also encouraging companies to manage diverse stakeholder interests, which also
include environmental concerns to foster environment friendly practices (Omaliko, et al,
2020). This alignment with environmental sustainability is further supported by the
integration of disclosure of environmental activities into the annual reports of companies,
highlighting the importance of being transparent and accountable in satisfying the
diverse interest of its stakeholders (Obiora & Ijoma, 2022).

3.0 Methodology

For this study, an ex-post facto research design was used. It is also known as the quasi-
experimental design. It is a type of research design that is commonly used in social
science research (Babbie, 2016; Creswell & Creswell, 2017). It is particularly useful
when it is not practicable or ethical to conduct a true experiment, often because of the
inability to manipulate the independent variable (Leedy & Ormrod, 2014). Instead, the
researcher observes and analyses the effects of naturally occurring or pre-existing
differences in the independent variable on the dependent variable. In the context of this
study, this research design is used because the researchers aimed to examine the
relationship between CSR and profitability of firms without manipulating any of the
variables. This design allows the researcher to study phenomena as they naturally occur,
without any interference or manipulation from the researcher.

The research population for this study encompasses all the publicly quoted
companies operating within the oil and gas sector on the Nigerian Exchange (NGX). As
of March 2024, the Nigerian Exchange (NGX) hosts a total of nine (9) listed companies
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within the oil and gas industry. These companies represent a diverse array of operations
within the sector, including exploration, production, refining, and distribution of
petroleum products. Given the constraints of a small population size, the researcher
opted to utilize a sample consisting of nine (9) specific oil and gas companies for this
study. The selection of these companies was carried out through a total sampling
technique. Total population sampling is a purposive research technique used when a
researcher wants to study an entire group that shares specific, uncommon characteristics.
This approach is particularly suitable under two conditions: Researchers opt to include
every member of a population when the group is relatively small and when the
population you are studying has specific uncommon characteristics.

Method of Data Collection

In conducting this study, an exclusive reliance on secondary sources was adopted to
ensure a consistent and manageable focus, thereby enhancing clarity in delineating
research objectives and outcomes. According to Johnson and Christensen (2014),
secondary sources offer a wealth of information that can be analysed to address specific
research questions. By drawing from existing data, the study capitalises on information
that is readily available, facilitating a comprehensive understanding of the subject matter.
The data collection method for this study involved using the annually published and
audited financial and sustainability reports of chosen companies covering a period from
2014 to 2023.

These reports are publicly available, making them easily accessible for researchers
enhancing transparency and allows for independent verification of the data. This study
exclusively relies on published annual and audited financial as well as sustainability
reports as its primary research instrument. These reports are chosen due to them going
through the audit process, ensuring reliability and adherence to accounting standards.
Using reports from 2014 to 2023 ensures uniformity in data collection, crucial for
upholding the integrity and validity of research outcomes. Moreover, adherence to
standardized formats and accounting principles guarantees comparability across various
firms and industries, enhancing the study's robustness.

The conceptual model for this study can be expressed as:
(Profitability)i = By + B1(ERP)it + Bo(SRP)i + B3(ENP)ii + B4(FRS)i + €it
Where:

(Profitability)ic = the dependent variable representing the profitability of firm, measured
by financial metrics such as Return on Assets (ROA).

(ERP);; = represents the ethical responsibility practices of firm quantified through
relevant indicators such as adherence to ethical standards, anti-corruption measures, and
transparency, measured by financial metrics ERP.
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(SRP); = denotes the social responsibility practices of firm, assessed through indicators
related to community engagement, employee welfare, and stakeholder relationships,
measured by financial metrics SRP.

(ENP); = signifies the environmental responsibility practices of firm, measured by
efforts to reduce environmental impact, such as sustainable resource use and pollution
control, measured by financial metrics ENP.

(FRS);. = signifies the firm size, which is measured by the natural logarithm of total
assets.

Bo = is the intercept term.

Bi, Ba, B3, B4 = are the coefficients for the CSR dimensions, representing their impact
on profitability, and the firm size which is the control variable.

€ir = is the error term, capturing unobserved factors affecting profitability.

4.0 Data Analyses

The gathered data was analysed utilising both descriptive and inferential statistical
techniques. Diagnostic tests, such as correlation, normality, heteroscedasticity, and serial
correlation tests, was conducted to ensure the data meets the assumptions required for
employing a panel least squares (PLS) regression model. Prior to the main analysis, the
researchers conducted robustness tests to check if the data satisfies the assumptions of
panel least square (PLS) regression. The tests carried out include the normality test,
cross-section dependence test, Hausman test and correlation test., which informed the
type of analyses that were conducted to test the hypotheses.

Test of Hypotheses

Hoi: The implementation of ethical responsibility practices does not yield a significant
impact on the profitability of listed oil and gas firms in Nigeria.

Table 1: Regression Result for Hypothesis One

Dependent Variable: ROTA

Method: Panel EGLS (Period random effects)
Sample: 2014 2023

Periods included: 10

Cross-sections included: 9

Total panel (unbalanced) observations: 82

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
ERP 0.227273 0.187983 1.209004 0.2303
FRS -0.038337 0.026324 -1.456332 0.1493

C 0.090575 0.202222 0.447899 0.6555

Effects Specification

S.D. Rho
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Period random 0.000000 0.0000
Idiosyncratic random 0.228640 1.0000
Weighted Statistics
R-squared 0.032423 Mean dependent 0.014799
var
Adjusted R-squared 0.007928 S.D. dependent 0.224549
var
S.E. of regression 0.223657 Sum squared resid 3.951765
F-statistic 1.323634 Durbin-Watson stat 2.207295
Prob(F-statistic) 0.272003
Unweighted Statistics
R-squared 0.032423 Mean dependent var 0.014799
Sum squared 3.951765 Durbin-Watson stat 2.207295
resid

Source: Researchers’ Output (2024)

Table 1 presents the result of the test on whether implementing ethical responsibility
practices (ERP) has a significant impact on the profitability (measured by ROTA) of
listed oil and gas firms in Nigeria. In this analysis, the regression results show that the
coefficient for ERP is 0.227273 with a p-value of 0.2303. At a 5% level of significance,
this p-value is much higher than 0.05, meaning the effect of ERP on profitability is not
statistically significant. This suggests that, based on the data, we do not have enough
evidence to reject the null hypothesis (Hy;). In simpler terms, the results indicate that
ethical responsibility practices, as measured in this study, do not have a meaningful
impact on the profitability of these firms. In addition, the control variable, firm size
(FRS), also shows no significant effect on profitability, with a p- value of 0.1493.
Overall, the findings suggest that other factors, not captured by this model, might be
more important in determining profitability in these firms.

Hp: The adoption of social responsibility practices does not result in a significant impact
on the profitability of listed oil and gas firms in Nigeria.

Table 2: Regression Result for Hypothesis Two

Dependent Variable:

ROTA

Method: Panel EGLS (Period random effects)
Sample: 2014 2023

Periods included: 10

Cross-sections

included: 9
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Total panel (unbalanced) observations: 82
Swamy and Arora estimator of component variances
Variable Coefficient Std. Error t-Statistic ~ Prob.
SRP 0.234605 0.101840 2.303651  0.0239]
FRS -0.030669 0.023186 -1.322731  0.1897
C 0.053026 0.186729 0.283971  0.7772
Effects Specification
S.D. Rho
Period random 0.000000  0.0000
Idiosyncratic random 0.221913  1.0000
Weighted Statistics
R-squared 0.077701 Mean dependent var 0.014799
Adjusted R-squared 0.054352 S.D. dependent var 0.224549
S.E. of regression 0.218361 Sum squared resid 3.766841
F-statistic 3.327779 Durbin-Watson stat 2.290632
Prob(F-statistic) 0.040966
Unweighted Statistics
R-squared 0.077701 Mean dependent var 0.014799
Sum squared resid 3.766841 Durbin-Watson stat 2.290632

Source: Researchers’ Output (2024)

Table 2 presents the result of the test on whether adopting social responsibility practices
(SRP) has a significant impact on the profitability (measured by ROTA) of listed oil and
gas firms in Nigeria. In this analysis, the regression results show that the coefficient for
SRP is 0.234605 with a p-value of 0.0239. At a 5% level of significance, this p-value is
much lower than 0.05, meaning the effect of SRP on profitability is statistically
significant. This suggests that, based on the data, we have enough evidence to reject the
null hypothesis (Hy,). In simpler terms, the results indicate that social responsibility
practices, as measured in this study, have a meaningful impact on the profitability of these
firms. In addition, the control variable, firm size (FRS), shows no significant effect on
profitability, with a p-value of 0.1897.

Hos: The incorporation of environmental responsibility practices does not lead to a
significant impact on the profitability of listed oil and gas firms in Nigeria.

Table 3: Regression Result for Hypothesis Three

Dependent Variable: ROTA
Method: Panel EGLS (Period random effects)
Sample: 2014 2023
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Periods included: 10

Cross-sections included: 9

Total panel (unbalanced) observations: 82

Swamy and Arora estimator of component variances
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Variable Coefficient Std. Error t-Statistic Prob.
ENP 0.054606 0.098791 0.552737 0.5820
FRS -0.026542 0.024102 -1.101249 0.2741
C 0.171287 0.188913 0.906694 0.3673
Effects Specification
S.D. Rho
Period random 0.000000 0.0000
Idiosyncratic random 0.229629 1.0000
Weighted Statistics
R-squared 0.017659 Mean 0.014799
dependent var
Adjusted R-squared -0.007211 S.D. dependent 0.224549
var
S.E. of regression 0.225357 Sum  squared 4.012067
resid
F-statistic 0.710052 Durbin-Watson 2.267200
stat
Prob(F-statistic) 0.494729
Unweighted Statistics
R-squared 0.017659 Mean dependent var 0.014799
Sum squared 4.012067 Durbin-Watson stat 2.267200
resid

Source: Researchers’ Output (2024)

Table 3 presents the result of the test on whether adopting environmental responsibility
practices (ENP) has a significant impact on the profitability (measured by ROTA) of
listed oil and gas firms in Nigeria. In this analysis, the regression results show that the
coefficient for ENP is 0.054606 with a p-value of 0.5820. At a 5% level of significance,
this p-value is much higher than 0.05, meaning the effect of ENP on profitability is not
statistically significant. This suggests that, based on the data, we do not have enough
evidence to reject the null hypothesis (Hys). In simpler terms, the results indicate that
environmental responsibility practices, as measured in this study, do not have a
meaningful impact on the profitability of these firms. In addition, the control variable,

firm size (FRS), also shows no significant effect on profitability, with a p-value of
0.2741. Overall, the findings suggest that other factors, not captured by this model,
might be more important in determining profitability in these firms.
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Table 4: Panel EGLS (Period Random Effects)

Dependent Variable:

ROTA

Sample: 2014 2023

Periods included: 10

Cross-sections included:

9

Total panel (unbalanced) observations: 82

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
ERP -0.012697 0.229868 -0.055236 0.9561
ENP -0.029115 0.105502 -0.275963 0.7833
SRP 0.250093 0.129597 1.929775 0.0573
FRS -0.029248 0.026300 -1.112088 0.2696
C 0.064801 0.200333 0.323465 0.7472
Effects Specification
S.D. Rho
Period random 0.000000 0.0000
Idiosyncratic random 0.224764 1.0000
Weighted Statistics
R-squared 0.078777 Mean dependent 0.01479
var 9
Adjusted R-squared 0.030922 S.D. dependent 0.22454
var 9
S.E. of regression 0.221050 Sum squared 3.76244
resid 7
F-statistic 1.646143 Durbin-Watson 2.29171
stat 2
Prob(F-statistic) 0.171261
Unweighted Statistics
R-squared 0.078777 Mean 0.014799
dependent
var
Sum squared resid 3.762447 Durbin-  2.291712

Watson stat

Source: Researchers’ Output (2024)

Table 4 presents an analysis of how different CSR practices affect the profitability of
listed oil and gas firms in Nigeria from 2014 to 2023. The analysis reveals that among
the corporate social responsibility factors, only social responsibility practices (SRP)
appears to have a meaningful impact on profitability, with a coefficient of 0.250. This
suggests that firms with stronger social responsibility practices experience higher
profitability, though this result is only marginally significant with a p-value of 0.0573.
The other factors, such as ethical responsibility practices (ERP) and environmental
responsibility practices (ENP), show negligible effects on profitability.

The control variable, firm size (FRS), has a negative coefficient but is not statistically
significant, indicating that firm size does not have a substantial effect on profitability
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within the studied period. This means that variations in firm size do not significantly
impact the profitability of these firms. In all, the model's ability to explain profitability
is quite limited, with an R-squared value of 0.0788, meaning that the variables account
for only a small portion of the variability in profitability. The F-statistic of 1.646 and
its corresponding probability of 0.171 suggest that the model as a whole is not
statistically significant. However, the Durbin- Watson statistic near 2 indicates that
there is no significant autocorrelation in the residuals, suggesting that the model’s
errors are independent over time.

4.1 Discussion and Implication of Findings
Ethical Responsibility and Profitability

The analysis presented in Table 1 reveals that the implementation of ethical
responsibility practices (ERP) does not significantly affect profitability, as indicated by
a p-value of 0.2303. This result contrasts with findings from Coelho, et al (2023), who
reported that CSR activities, including ethical practices, positively influence financial
performance by improving ESG scores. Similarly, Sharma and Aggarwal (2021) found
varied but generally positive correlations between CSR and financial performance in
different sectors. The lack of significance in our study may be attributed to specific
industry dynamics within the Nigerian oil and gas sector, where ethical practices might
not have the same direct impact on financial metrics as seen in other contexts.
Additionally, the findings could reflect limitations in the operationalisation of ethical
practices or the possibility that such practices have indirect effects not captured in this
study.

Social Responsibility and Profitability

The significant positive effect of social responsibility practices (SRP) on profitability, as
shown in Table 2, is supported by a coefficient of 0.234605 and a p-value of 0.0239,
indicating statistical significance. This result is consistent with Silva, et al (2023), who
demonstrated that socially responsible practices positively influence employee
performance and organisational outcomes through improved perceptions and job
satisfaction. Additionally, Coelho, et al (2023) found that CSR practices, including
social responsibility, enhance financial performance through improved ESG scores.
The positive correlation observed in this study suggests that social responsibility
initiatives resonate well with stakeholders in the Nigerian context, potentially offering
more immediate and observable benefits compared to other CSR dimensions. This
finding contrasts with Zielinski, et al (2021), who found no significant impact of CSR
on profitability in the energy sector, highlighting the context-dependent nature of CSR
effectiveness.

Environmental Responsibility and Profitability

The analysis presented in Table 3 reveals that the implementation of environmental
responsibility practices (ERP) does not significantly affect profitability, as indicated by
a p- value of 0.5820. This finding aligns with Mufioz, Fernandez, and Salinero (2020),
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who observed no significant relationship between environmental responsibility and
financial performance in the winery sector in Spain. The lack of impact in our study
could be attributed to high implementation costs associated with environmental
practices or the specific challenges faced by firms in Nigeria, where such practices
might not yet yield significant financial benefits. The absence of a significant effect in
our context suggests that while environmental practices are important for sustainability,
their financial benefits may not be immediately realised or are influenced by other
contextual factors. The findings showed that among the CSR practices evaluated, only
social responsibility practices had a significant impact on profitability. The regression
analysis showed a coefficient for social responsibility practices with a p-value 0 0.0239,
indicating a statistically significant effect on profitability. This result provided evidence
to reject the null hypothesis related to social responsibility practices. In contrast, ethical
responsibility and environmental responsibility practices did not show significant
effects, with p-values of 0.2303 and 0.5820, respectively, suggesting that these
practices did not significantly influence profitability.

5.0 Conclusion

This study concludes that only social responsibility practices has an impact on
profitability, while ethical and environmental practices does not. Firm size, as a control
variable, did not affect profitability significantly. The findings suggest that while social
responsibility practices are beneficial, other CSR factors do not have the same level of
influence on financial performance.

5.1 Recommendations

To improve the effect of social and ethical and environmental practice on the

profitability of listed oil and gas firms in Nigeria, this study recommends that:

1. Oil and gas firms should invest more in social responsibility initiatives, as these
practices were found to significantly impact profitability. Improving labour-
management relationships, occupational health, and safety could enhance
financial performance and stakeholder satisfaction.

1.  Oil and gas firms should reassess their ethical responsibility practices. They
should consider integrating more effective practices or aligning their CSR
activities with broader business goals to enhance their overall impact.

fi.  Oil and gas firms should adopt a strategic approach to environmental
responsibility that includes implementing eco-friendly technologies, reducing
carbon emissions, and adhering to regulatory standards.
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