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Formulation of the problem. The relationship between corporate social responsibility (CSR) and fi-
nancial performance remains a debated issue in finance and banking literature, especially in emerging mar-
kets where institutional frameworks and sustainability practices are still developing. In the Turkish banking
sector, empirical evidence on whether CSR contributes to stronger financial outcomes is still limited.
The purpose of the research. This study aims to examine the impact of CSR on financial performance in the
Turkish banking sector and to determine whether CSR engagement improves bank profitability.
The object of the research. The object of the research is the relationship between CSR practices and finan-
cial performance indicators in banks operating in Turkey. The methods of the research. The study applies a
guantitative research design based on panel data analysis. The sample includes 23 banks operating in Tur-
key during 2015-2024, producing 230 bank-year observations. Financial performance is measured by return
on assets and return on equity, while CSR is proxied by sustainability and disclosure indicators. Fixed and
random effects models are estimated, and the Hausman test is used to select the appropriate specification.
The hypothesis of the research. The study hypothesizes that CSR has a positive and statistically significant
effect on financial performance in the Turkish banking sector. The statement of basic materials. The find-
ings show that CSR positively and significantly affects both ROA and ROE. Banks with stronger CSR en-
gagement tend to demonstrate higher profitability. Firm size has a positive effect, leverage has a negative
effect, while bank age is statistically insignificant. The originality and practical significance of the re-
search. The study provides updated empirical evidence from the Turkish banking sector as an underex-
plored emerging market context and shows that CSR can serve as a strategic tool for improving financial
performance and stakeholder trust. Conclusions and perspectives of further research. The results confirm
the positive role of CSR in enhancing bank performance. Future research may focus on cross-country com-
parisons, ESG-based indicators, and mediating factors such as corporate governance and digital transfor-
mation.

Keywords:

corporate social responsibility (CSR), financial performance, banking sector, emerging markets, pan-
el data analysis.

BILJIUB KOPIIOPATUBHOI COLIAJIBHOI BIJIMOBIJIAJIBHOCTI HA ®IHAHCOBI
PE3YJIbTATH: JOCBIJ{ BAHKIBCBKOI'O CEKTOPY TYPEYYUHH

Hocmanoexa npobremu. B3aeMo3B’ 130K MidK KOPIIOPATUBHOIO COIlialibHOO BianoBinaibHicTio (KCB)
Ta (IHAHCOBHMH pe3yJbTaTaMH 3aJMINA€ThCS TUCKYCIHHMM THTaHHAM Yy CydyacHid (iHaHCOBIH Ta
0aHKIBCHKIN HayIli, 0COOJMBO B yMOBaX PWHKIB, IO PO3BUBAIOTHCSA, JI€ IHCTUTYIIIHI YMOBH Ta MPAKTHKH
CTaJIOrO PO3BHUTKY Lie (HOpMYIOThCs. Y OaHKIBCbKOMY cekTopi TypeddunHu, MONpH 3pOCTaHHS 3HAYYIIOCTI
KCB, emmipuuni 1oka3u 1l BIUIMBY Ha (PiHAHCOBI pPe3yJbTaTH 3ATUINAIOTHCS OOMexxeHuMu. Mema docii-
Oorcenns. Metoro nociimxenns € BusHadeHHs BIuiBy KCB Ha ¢inaHcoBi pe3ynbTaTi 0aHKIBCHKOTO CEKTO-
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py Typeuunnu ta 3’sicyBanus, uu cupuse KCB migBummeHHo npuOyTKoBoCTI 0aHKiB. 06 ‘exm docnioicen-
Hs2. O0’€KTOM JOCIHIIKEHHS € B3a€MO3B 130K Mik npaktukamMu KCB Ta nmokasHukamu ¢iHaHcOBOI eeKTH-
BHOCTI OaHKiB, MO (yHKUiIOHYIOTh Yy TypeuunHi. Memoou oocriddcenns. Y ROCTiIKEHHI 3aCTOCOBAHO
KUIBKICHUY MiJXiJT HA OCHOBI IMaHEIBHOTO aHami3y naHux. Bubipka oxorumoe 23 Oanku 3a mepion 2015—
2024 pp., mo cranouth 230 cnocrepexenb. OIHAHCOBI Pe3yNbTaTH OIIHIOIOTHCS 332 MTOKa3HUKAMU PEHTa-
OenpHOCTI aKTHUBIB 1 Kamitany, Toai Sk KCB BUMIpIOEThCS IHIUKATOPAMH CTAJIOTO PO3BUTKY Ta PO3KPUTTS
iHpopmanii. Bukopucrano mozeni ¢ikcoBaHMX 1 BHNAAKOBUX e(eKTiB Ta TecT XaycMmaHa. [ inomesa 0o-
cniodocenns. Tlependauaerscs, mo KCB Mae mO3UTHBHHN 1 CTATHCTUYHO 3HAYYIUI BIUIMB Ha (piHAHCOBI
pe3ynbTati 0aHKiB. Buxinad ocnosHozo mamepiany. Pe3ympTaTl ToKa3yroTh, mo KCB mo3uTuBHO BIUTHBaE
Ha noka3Hukd ROA ta ROE. Banku 3 Bumm piBHem KCB nemMoHCTpytoTh Kpalry IpuOyTKOBicTb. Po3mip
0aHKy Ma€ TO3UTUBHUHN e()eKT, PiBeHb 3a00ProBaHOCTI — HETATHUBHUM, TO/JIi K BiK OaHKY HE € CTATHCTUYHO
3HauymuM. OpucinanbHicms ma Apakmuyna sHadyywjicms. JoCTHipkeHHS Haja€ akTyajdbHI eMIipu4Hi
JoKa3u Ajsi OaHKiBChKOro cekTopy TypeudwHu Ta moBoauth, o KCB Moke BUCTymaTd cTpaTeriyHuM
IHCTPYMEHTOM MiABUIIEHHS (hiHAHCOBOI €PEKTUBHOCTI Ta JOBIPH CTEHKXONAEPIB. BUCHOBKU ma nepcnex-
mugu nodaneuux 0ociioxcens. OTpuMaHi pe3yinbTaTH MiATBEPIKYIOTh MO3UTHBHY poib KCB y migsurien-
Hi ¢iHaHCOBHX pe3ynbTaTiB OaHKiB. llomanmbim mOCHTIMHKEHHS MOXYTh OyTH CIPSIMOBaHI Ha MiKKpaiHOBI
MOpiBHAHHS, BUKOpHCTaHHs ESG-TIOKa3HUKIB Ta aHalli3 BIUIMBY KOPIIOPATUBHOTO YIIPABIiHHA i HPPOBOT

TpaHchopmarii.
Kiro4oBi ciioBa:
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Problem statement. In recent decades,
corporate social responsibility (CSR) has
increasingly evolved from a voluntary and
philanthropic  activity into a strategic
component of corporate governance and
performance management, particularly within
the financial sector. Banks, as central actors in
financial intermediation, are expected not only
to ensure economic efficiency but also to
address broader social, environmental, and
ethical responsibilities. This transformation is
largely driven by heightened regulatory
expectations, stakeholder pressure, and the
growing importance of transparency and
sustainability in financial systems. As a result,
CSR is no longer perceived merely as a
reputational tool but as a potential determinant
of long-term financial success.

Despite the growing importance of CSR,
the relationship between corporate social re-
sponsibility and financial performance remains
one of the most debated and empirically am-
biguous issues in the finance and banking lit-
erature. While a substantial number of studies
suggest that CSR engagement enhances firm
value, profitability, and stakeholder trust, other
research reports mixed or context-dependent
findings. This inconsistency indicates that the
CSR-financial performance nexus is influ-
enced by sector-specific characteristics, insti-
tutional environments, and methodological
differences across studies.

The banking sector presents a particular-
ly complex context for examining this rela-
tionship due to its high level of regulation, ex-
posure to financial risks, and strong depend-
ence on stakeholder confidence. In this regard,
CSR activities may play a dual role by simul-
taneously enhancing financial performance
and mitigating risk. However, the extent to
which these benefits translate into measurable
financial outcomes remains insufficiently ex-
plored, especially in emerging market settings.

In particular, there is a notable lack of
comprehensive and up-to-date empirical evi-
dence regarding the impact of CSR on finan-
cial performance in the Turkish banking sector.
As an emerging economy with a rapidly de-
veloping financial system, Turkey provides a
unique institutional and economic environment
where CSR practices are gaining importance,
yet their financial implications remain under-
explored. Existing studies in this context are
limited and fragmented, thereby creating a
clear research gap.

Therefore, there is a strong need for em-
pirical research that systematically examines
the relationship between CSR and financial
performance in the Turkish banking sector us-
ing robust econometric methods and recent
data. Addressing this gap is essential not only
for advancing academic understanding but also
for providing practical insights for bank man-
agers, policymakers, and stakeholders seeking



to promote sustainable and responsible bank-
ing practices.

Analysis of recent research and
publications. The relationship  between
corporate social responsibility (CSR) and
financial performance has been extensively
examined in the academic literature; however,
empirical findings remain inconclusive and, in
some cases, contradictory. A significant body
of research suggests that CSR engagement
positively influences firm performance by
enhancing reputation, customer satisfaction,
and stakeholder trust. For instance, CSR has
been shown to improve market value and
competitive positioning, thereby contributing
to superior financial outcomes [17]. Similarly,
empirical studies indicate that firms with
higher CSR performance tend to benefit from
lower costs of capital and improved financial
efficiency [9; 7].

In addition, CSR has been closely linked
to corporate governance quality and transpar-
ency. Prior research demonstrates that socially
responsible firms are more likely to exhibit
stronger governance mechanisms and higher
earnings quality, which ultimately contribute
to improved financial performance [14; 15].
Furthermore, sustainability-oriented practices
have been associated with enhanced organiza-
tional processes and long-term value creation

[8].

More recent studies provide additional
empirical evidence supporting the positive re-
lationship between CSR and financial perfor-
mance. For example, sustainability reporting
and ESG-related disclosures have been found
to significantly enhance financial performance,
particularly in the banking sector [4; 5]. Em-
pirical findings from both developed and
emerging markets further confirm that CSR
engagement contributes to profitability and
financial stability [12; 13; 23]. These results
suggest that CSR can function as a strategic
resource that generates long-term economic
benefits.

However, not all studies support a uni-
formly positive relationship. Several scholars
argue that the CSR-financial performance
nexus is context-dependent and may vary
across industries, institutional environments,
and measurement approaches. Meta-analyses
and review studies highlight that the impact of

CSR on financial performance may differ de-
pending on firm characteristics and external
conditions [19; 21]. This indicates that the re-
lationship is complex and cannot be general-
ized across all contexts.

In the banking sector, the role of CSR
becomes particularly significant due to the in-
dustry’s reliance on trust, reputation, and regu-
latory compliance. Studies show that CSR ac-
tivities in banks are closely associated with
risk reduction, improved governance, and en-
hanced financial stability [11]. Moreover, CSR
initiatives contribute to strengthening stake-
holder relationships and corporate reputation,
which are critical determinants of bank per-
formance [18; 24]. Recent empirical research
also demonstrates that CSR engagement re-
duces risk-taking behavior and improves over-
all financial outcomes in banking institutions
[12; 13].

Despite the growing body of literature,
there remains a notable gap in empirical re-
search focusing on emerging markets, particu-
larly in country-specific contexts. While some
recent studies have begun to address this issue
[22; 27], comprehensive and up-to-date anal-
yses of the CSR-financial performance rela-
tionship in the Turkish banking sector remain
limited. Existing research in Turkey primarily
focuses on general financial performance dy-
namics rather than explicitly examining the
role of CSR [1; 3].

Therefore, further empirical investiga-
tion is required to better understand how CSR
practices influence financial performance in
emerging market banking systems. Addressing
this gap is essential for advancing the literature
and providing context-specific insights that
can inform both academic research and practi-
cal decision-making.

Research hypotheses. Based on the theo-
retical framework and prior empirical studies,
the following hypotheses are proposed:

H1: Corporate social responsibility (CSR) has
a positive and statistically significant impact
on financial performance in the Turkish
banking sector.

H2: CSR has a positive and statistically
significant effect on return on assets (ROA).
H3: CSR has a positive and statistically
significant effect on return on equity (ROE).
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The purpose of the article. The purpose
of this article is to examine the impact of cor-
porate social responsibility (CSR) on financial
performance in the Turkish banking sector.
Specifically, the study aims to determine
whether CSR engagement contributes to im-
proved financial outcomes, measured by key
indicators such as return on assets (ROA) and
return on equity (ROE).

In addition, the study seeks to provide
empirical evidence on the nature and direction
of the relationship between CSR practices and
financial performance by applying panel data
analysis to a sample of banks operating in
Turkey over the period 2015-2024. Further-
more, the research aims to address the existing
gap in the literature by offering context-
specific insights from an emerging market and
evaluating the strategic role of CSR as a de-
terminant of financial performance in the
banking industry.

Presentation of the main research ma-
terial. In order to empirically examine the re-
lationship between corporate social responsi-
bility (CSR) and financial performance, the
present study adopts a quantitative research
design based on panel data analysis. The sam-
ple consists of 23 banks operating in the Turk-
ish banking sector over the period 2015-2024,
resulting in 230 bank-year observations. Panel
data methodology is particularly appropriate
for this analysis as it allows for controlling un-
observed heterogeneity while capturing both
cross-sectional and time-series variations [4;
24].

The Turkish banking sector represents a
relevant empirical setting due to its increasing
focus on sustainability practices, regulatory
pressures, and the growing importance of
transparency and responsible governance in

financial institutions [11]. In this context, ex-
amining the financial implications of CSR is
essential for understanding whether socially
responsible practices contribute to measurable
performance outcomes.

Financial performance is measured using
return on assets (ROA) and return on equity
(ROE), which are widely accepted accounting-
based indicators in banking studies [4; 5]. The
key independent variable, CSR, is proxied
through sustainability reporting and ESG-
related disclosure indicators derived from
banks’ annual and sustainability reports [4; 5].
In addition, several control variables are in-
cluded to ensure the robustness of the analysis,
namely firm size (SIZE), leverage (LEV), and
bank age (AGE), as these variables are com-
monly identified as important determinants of
financial performance in the literature [9; 7].

To test the proposed hypotheses, the
following panel regression model is specified:

FPyy = B° + B*CSRyy + PB2SIZEgy +
B3LEV{it} + B4AGE{it} + &(it) (1)
Where: FPg, denotes the financial
performance of bank i at time t (ROA or
ROE); CSRy;,; represents corporate social
responsibility; SIZEgy , LEVgy ., and
AGEdenote the control variables; gy, is the
error term.

The model is estimated using both fixed
effects and random effects approaches, and the
Hausman test is applied to determine the most
appropriate model specification. In addition,
diagnostic tests such as multicollinearity, het-
eroskedasticity, and autocorrelation tests are
conducted to ensure the validity and reliability
of the results (Table 1).

Table 1 — Panel regression results

Variables ROA (Model | ROE (Model 2)
1)

CSR 0.042*** 0.087***

SIZE 0.015** 0.021**

LEV -0.033** -0.052**
AGE 0.006 0.009

Constant 0.112%** 0.245***
R?2 0.41 0.46
Observations 230 230

Notes: ***p < 0.01, **p < 0.05

Source: Authors’ work




The empirical results reveal that CSR
has a positive and statistically significant im-
pact on financial performance, supporting the
main hypothesis of the study. Specifically,
CSR is positively associated with both ROA
and ROE, indicating that banks with higher
levels of CSR engagement tend to achieve su-
perior financial outcomes. These findings are
consistent with prior studies highlighting the
value-enhancing role of CSR in the banking
sector [4; 24].

Firm size is also found to have a positive
and statistically significant effect on financial
performance, suggesting that larger banks ben-
efit from economies of scale and stronger
market positioning. In contrast, leverage ex-
hibits a negative relationship with financial
performance, indicating that higher debt levels
may adversely affect profitability.

The variable representing bank age is
found to be statistically insignificant, indicat-
ing that the maturity of banks does not exert a
meaningful influence on financial performance
within the context of CSR engagement. This
finding suggests that, unlike structural and fi-
nancial factors such as size and leverage, or-
ganizational longevity alone is insufficient to
generate improved financial outcomes in the
absence of effective CSR integration.

Overall, the results confirm that CSR
functions as a strategic driver of financial per-
formance rather than merely a reputational
mechanism. By integrating CSR into their op-
erations, banks can enhance stakeholder trust,
improve corporate reputation, and achieve
more sustainable financial outcomes.

Conclusions and perspectives for fur-
ther research. This study examined the im-
pact of corporate social responsibility (CSR)
on financial performance in the Turkish bank-
ing sector using panel data covering 23 banks
over the period 2015-2024. The empirical
findings provide strong evidence that CSR has
a positive and statistically significant effect on
financial performance, as measured by return
on assets (ROA) and return on equity (ROE).
These results confirm that CSR is not only an
ethical obligation but also a strategic factor
that contributes to improved financial out-
comes in the banking industry.

The findings indicate that banks with
higher levels of CSR engagement tend to

achieve superior profitability and enhanced
financial stability. In addition, firm size is
found to positively influence financial perfor-
mance, suggesting that larger banks benefit
from economies of scale and stronger market
positioning. Conversely, leverage has a nega-
tive effect, indicating that excessive reliance
on debt may adversely affect financial out-
comes. The analysis also reveals that bank age
does not have a statistically significant impact
on financial performance, implying that organ-
izational maturity alone is insufficient to gen-
erate improved results without effective strate-
gic and CSR integration.

From a theoretical perspective, the study
contributes to the existing literature by rein-
forcing stakeholder theory and the resource-
based view. The results demonstrate that ad-
dressing stakeholder expectations and invest-
ing in socially responsible practices can create
intangible assets, such as trust and reputation,
which translate into measurable financial ben-
efits. Furthermore, by focusing on the Turkish
banking sector, the study provides context-
specific evidence from an emerging market,
thereby addressing a significant gap in the
CSR-financial performance literature.

From a practical standpoint, the findings
offer important implications for bank manag-
ers and policymakers. Financial institutions are
encouraged to integrate CSR into their core
business strategies in order to enhance compet-
itiveness, strengthen stakeholder relationships,
and improve long-term performance. Policy-
makers, in turn, should support the develop-
ment of regulatory frameworks and reporting
standards that promote transparency, sustaina-
bility, and responsible banking practices.

Despite its contributions, the study has
several limitations. First, CSR is measured
based on disclosure indicators, which may not
fully capture the quality or actual impact of
CSR activities. Second, the analysis is limited
to the Turkish banking sector, which may af-
fect the generalizability of the results to other
countries or industries. Third, although panel
data methods are employed, there may still be
unobserved factors influencing financial per-
formance that are not fully captured in the
model.

Future research may address these limi-
tations by incorporating alternative CSR
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measurement approaches, such as ESG scores
or qualitative indicators, and by extending the
analysis to multiple countries or comparative
regional studies. In addition, further studies
could explore the role of mediating and mod-
erating variables, such as corporate govern-
ance, digital transformation, and risk manage-
ment practices, in shaping the relationship be-
tween CSR and financial performance. Ex-
panding the methodological framework by ap-
plying advanced econometric techniques may
also provide deeper insights into the dynamics
of the CSR—performance nexus.

In conclusion, this study highlights the
strategic importance of CSR in the banking
sector and provides robust empirical evidence
that socially responsible practices contribute
positively to financial performance. The find-
ings underscore that sustainable and responsi-
ble business conduct is not only beneficial for
society but also essential for achieving long-
term financial success.
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