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Koronaviris salgini (COVID-19), dinya genelinde ekonomi ve saglik
hizmetlerinde yapisal bir sarsintiya neden oldu. isletmeler zarar etmese de
kar rakamlarinda dusugle karsi karsiya kalmistir. Krizin yarattigi olumsuz
kosullara ragmen, birgok firma ekonominin ayakta kalmasina ve krizden
kurtulmasina yardimci olmak igin topluma katkida bulunmustur. Bu
¢alismanin amaci, COVID 6ncesi ve COVID donemlerinde Banglades'teki
islami ve konvansiyonel bankalarin Kurumsal Sosyal Sorumluluk (KSS)
katkilarini  degerlendirmektir. Galismada, COVID 6ncesi ve pandemi
donemlerinde bankalarin KSS oranlar, karliigi ve varlik blyimeleri hem
parametrik hem de parametrik olmayan yontemler kullanilarak
karsilastirilmistir. Elde edilen bulgular, konvansiyonel bankalarin islami
bankalardan daha karli olmasina ragmen islami bankalarin hem COVID
oncesinde hem de COVID yillarinda KSS katkisi agisindan konvansiyonel
bankalardan daha iyi performans gosterdigini ortaya koymustur. Merkez
bankasi ayrica bankalarin KSS fonlarini saglik, egitim ve afet yonetimi gibi
temel sektorlerde kullanmalari igin KSS yonergelerinde gerekli degisiklikleri
yapmistir. Dinin etik anlayisiyla hareketettigi varsayilan islami bankalarin
Banglades'teki konvansiyonel bankalardan daha iyi performans gosterdigi
sonucuna varilabilmektedir. Bu sistemik salgin deneyimi hem politika
yapicilara hem de kurumlara KSS ¢abalari yoluyla insani kaynakl veya dogal
afetlerin en kotl etkileriyle micadele etme konusunda yol gosterici
olabilmektedir.
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The Coronavirus pandemic, or COVID-19, has caused a structural shakeup in
the economy and healthcare throughout the world. Businesses faced a
plunge in profit numbers, if not losses. Despite the crisis, many firms have
contributed to society to help the economy survive and recover from the
crisis. The objective of the study is to evaluate the CSR contribution by
Islamic and conventional banks of Bangladesh pre-COVID and during COVID
years.The study used both parametric and non-parametric techniques to
compare the CSR ratios, profitability, and asset growth before and during
the COVID years. The findings revealed that Islamic banks outperformed
conventional banks in terms of CSR contribution both before and during the
COVID years despite conventional banks being more profitable than Islamic
banks. The central bank also made necessary changes to CSR guidelines for
the CSR funds of banks for essential sectors such as healthcare, education,
and disaster management. It can be concluded that Islamic banks,
supposedly driven by ethical consideration of religion, indeed outperformed
the conventional banks in Bangladesh. The experience of this systemic
pandemic may guide both policymakers and institutions to tackle the worst
effects of man-made or natural disasters through CSR efforts.
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INTRODUCTION

The new Coronavirus pandemic was a cause for alarm on a worldwide
scale since the end of 2019,endangering both mankind and the global
economy. Labeled as COVID-19, the virus was discovered at the end of
2019 in China and was claimed to be quickly spreading from China to
every country in the world. Many people have lost their lives. World
Health Organization (WHO) first declared the crisis as a ‘public health
emergency of international concern’ on January 30, 2020 (Reuters, 2023)
and declared it as a ‘pandemic’ on March 11, 2020 (WHO, 2020). After
more than 3 years after declaring it as a global health emergency, WHO
declared the end of global emergency status in May 2023 (Reuters, 2023).
Many countries of the world called complete or partial lockdowns during
pandemic times, barring economic and social activities.These lockdowns
and fearing conducting social dealings significantly affected the
economies. The most affected were the poor people who depended on
daily income. In addition, healthcare providers faced serious shortage of
resources. So, to protect these many structures of the countries, a joint
effort from both public and private sectors were needed to keep different
organs of society afloat and functioning. The COVID-19 epidemic asked
the question to businesses and corporations regarding what they will do
to respond to this global problem. Apparently, many businesses took
action and made decisions in response to the outbreak.Charities Aid
Foundation of America reported that, by mid-2020, 70% of corporate
funders boosted their donations (Carroll, 2021). Numerous businesses
declared urgent initiatives to help their workers and the region as part of
their CSR (Corporate Social Responsibility).

As financial intermediaries between depositors and investors, the banks
play a major function in the economic progress of a nation.Influence of
the banking industry in a country's environmental, social, and economic
growth is indisputable. They are also socially responsible entities.
Moreover, Banks mainly depend on fund from deposits from general
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people and institutions rather than shareholders which makes them more
responsible towards community than toward other sectors (Malik et al.,
2019). In addition, global financial crisis of 2008-09 caused a severe loss
of trust in banks. So to regain trust, banks have increased engagement in
CSR (Esteban-Sanchez et al.,, 2017; Tasnia et al.,, 2021). In addition,
governments tend to bail out troubled banks with taxpayer’s money,
which makes the obligations of banks toward society higher (Malik et al.,
2019).

CSR is a concept that demands firms to consider social and environmental
factors in their decision-making. Channeling the profit-oriented,
shareholder centric attitude towards an ethics-oriented stakeholder
centric approach is nodoubt challenging for firms.

CSR is a notion based on moral principles, which are deeply ingrained in
Islamic finance culture as well. A bank that practices Islamic banking must
fully comprehend the goals of Islamic economics and conduct its business
in accordance with Islamic law. Islamic banking is believed to be far more
socially conscious than traditional banking since Islam places a strong
emphasis on social justice (Hassan &Syafri Harahap, 2010). COVID-19
caused financial difficulties for individuals and institutions. In these
troubled times, companies went beyond profit motives to perform social
responsibilities. In addition, in times of crisis, “CSR can be used as a risk
management tool because it provides an ‘insurance-like’ effect by
protecting reputation”(Godfrey et al., 2009). So given the circumstances,
the study will test whether Islamic Banks outperformed conventional
banks in CSR arena during COVID-19, particularly in a developing country
setting like Bangladesh.

COVID-19 is a relatively recent phenomenon. CSR by Islamic and
conventional banks have been analyzed in the past in numerous studies
(Ali & Mahbubur Rahman, 2015; Aracil, 2019; Aribi & Gao, 2010; Lui et al.,
2020). But not many studies have been done focusing on comparison
between pre-COVID and during the COVID-19 years. Also, this study will
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relate CSR with profitability and other bank related metrics, specially
immediately prior to COVID and during-COVID.

So, the main question the study will try to find answer for is the question
of whether Islamic Banks have been more generous in CSR spending than
conventional banks in COVID-19 period. In addition, the study will look
into the changes in CSR with respect to changes in profits and assets for
both sets of banks.

The central objective of the study is:

e To see the changes in CSR efforts from pre-COVID to during-COVID-
19 years by the Islamic and Conventional banks considering COVID-
19 as exogenous event or intervention

Other objectives are:

e To analyze the changes in profitability and assets during and pre-
COVID-19 years for both sets of banks,

e To identify CSR spending in light of with profitability and assets for
both sets of banks,

e To briefly look at some policy actions taken by central bank during-
COVID-19 for banks.

LITERATURE REVIEW
Background of Corporate Social Responsibility

CSR has seen two distinctly different points of view. The first view is that
the company, as a legal entity, has the job of making profit for the
shareholders following laws and regulations (Greenfield, 2004).
Friedman,in his 1970 publication, defined CSR in the following way: “The
only responsibility of the business is to increase its profits”(Friedman,
1970). This view is a more shareholder-centric approach. Another view is
that businesses, being institutional entities, carry out duties and
responsibilities towards components of society like any decent citizen

492



Al Masud, A./ islam Ekonomisi ve Finansi Dergisi 2025 11(2), 488-522

(Goodpaster and Matthews, 2003; Pettit, 2005). So, this view has shifted
to include a stakeholder approach in CSR from a shareholder approach.
But this change in perspective has not been sudden. There has been a
gradual cultural shift to include the concept of social responsibility in
business dealings. Until the 1970s, there were resistances from
managerial ranks against implementing CSR, as mid-level managers
thought CSR as a cost with uncertain outcomes (M. D. P. Lee, 2008). There
was also the risk that managers may misuse shareholder funds in the
name of CSR to increase their social status (Friedman, 1962; M. D. P. Lee,
2008). But during the last four decades, CSR has become part of broader
organizational goals such as stakeholder management and reputation (M.
D. P. Lee, 2008)

A useful framework for comprehending the variables influencing an
organization's adoption of CSR activities is provided by institutional
theory. It makes the argument that organizations frequently follow the
standards and expectations established by outside influences rather than
acting only in their own best interests (DiMaggio & Powell, 1983; Pilato,
2019). External variables that can sway an organization's decision to
implement CSR practices include industry norms, societal expectations,
and government laws. CSR behavior can also be explained by legitimacy
theory- a subset of institutional theory. It suggests companies frequently
implement CSR programs to improve their reputation and acquire
credibility among stakeholders (Deegan, 2002). Another similarly linked
theory, resource dependence theory (Pfeffer &Salancik, 2015), also
explains CSR behavior. It suggests that the CSR initiatives can be seen as a
tactic to maintain resource availability and manage stakeholder
interactions. Through attending to the interests of stakeholders, including
communities, investors, staff, and customers, businesses can continue to
have access to vital resources.

Another sub theory of Institutional theory is Legitimacy theory. According
to legitimacy theory, corporations try to follow society norms and
practices within a well-structured cultural and ideological setting
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(Suchman 1995). By using symbols or monograms, businesses may
deliberately manage their legitimacy status and match their goals with
what the community expects. CSR disclosure can be such symbol to
maintain public trust and avoid criticism.

CSR actions have been divided by Carroll (1979) in four categories, which
is popularly known as “Carroll’s Pyramid Model” (Carroll, 1991). These
four responsibilities are: i) economic responsibilities i.e. being profitable,
ii) legal responsibilities i.e. obeying laws and regulations, iii) ethical
responsibilities i.e. doing what is fair and avoiding harm, iv) philanthropic
responsibilities i.e. being good corporate citizen through charitable
actions (Carroll, 1979).

Nowadays a generally accepted definition of CSR has been coined by
European Commission which is “Companies can become socially
responsible by integrating social, environmental, ethical, consumer, and
human rights concerns into their business strategy and operations and
following the law”(European Commission, 2019).

Corporate Social Responsibility from Islamic Perspective

In Islam, the fact that a corporate organization is an artificial entity does
not relieve its stakeholders or administrators accountability for its
actions. For example, if a business organization engages in prohibited
(haram) activities in Islam, the owner should take out investment from
that business and invest in other, permissible activities. Managers, as
agents of shareholders, are also accountable for protecting shareholders'
assets as a result of the Amanah (trust). They must make sure the
organization exclusively engages in halal activities. In addition, managers
must care for employees in addition to looking after shareholders’
interests and running business operations in an ethical manner(Hassan
&Syafri Harahap, 2010).

From an Islamic banking perspective, Islamic banks follow the "moral
economy" theory, that is they back the incorporation of social and
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environmental goals in investment planning (Belal et al., 2015; Mallin et
al., 2014). Islamic banks are required to fulfill their Corporate Social
Responsibility (CSR), which includes disclosing information, and to provide
economic and social benefits to their stakeholders (Mallin et al., 2014). So
fulfilling CSR actions and their proper disclosure legitimizes the existence
of Islamic banks (Farook, 2008).

Magasid al-Shariah or Objective of Islamic Law, developed by Imam
Ghazali (1058-1111) and other Islamic scholars after him, talks about
upholding and protecting the well-being of the individual as well as the
community for Maslahah (best public interest) through safeguarding of
five elements- faith, human self, intellect, posterity, and wealth (Yussuf,
2022). For individual and community interest, CSR by different
institutions does go in line with the Maqasid al-Shariah.

Studying CSR During Crisis Times

There is a long-standing debate whether stakeholder engagement or
performing social responsibilities lead to higher shareholder wealth,
especially during crisis periods.Investments are made as part of CSR
initiatives to advance social welfare, which may or may not benefit a
company's financial health directly.

Many studies have argued against CSR in crisis times. Although CSR
programs are often promoted to enhance and maintain long-term
business financial success (Flammer, 2013), instrumental stakeholder
theory (Jones, 1995) raises the question of whether corporations should
invest in CSR during bad times. Sometimes limitedness in government
resources make the government seeking private sector contribution to
tackle a crisis, as seen in the case of Jordan to tackle the refuge-driven
crisis such as poverty, unemployment and social needs after Arab Spring
(Ananzeh et al., 2022).

Employee and environmental relations constitute operationsrelated CSR
and community relations are non-operation related CSR; The prior raises
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firm value during recessions but the latter may cause a significant decline
in it (S. Lee et al., 2013). Bae et al. (2021) looked at CSR rating and stock
market returns during and post-COVID-19 for 1750 USA firms but did not
find any evidence that CSR rating affected stock returns (Bae et al., 2021).

Some governance factors were discovered to affect the CSR engagement
during crisis times. For example, Board independence has positive and
significant correlation with CSR spending on the human, disaster relief,
and education sectors (Umar, 2022). Another study on Nigerian listed
firms found that frequency of board meetings and foreign directors
significantly affect CSR expenditure prior to and during-COVID-19, but
found board independence to be significant before-COVID, not during-
COVID (Umar et al., 2023).

As par requirements of internal and external stakeholders, businesses
have contributedin a wide range of charitable CSR actionsduring the
pandemic. These actionswere possibly driven by utilitarianism and
deontological considerations (Manuel & Herron, 2020).

Hypothesis Development

From a stakeholder-theory perspective, it is expected that banks to
increase spending in welfare activities to spur the economy during crisis
scenario for society. During emergencies such as the COVID-19 epidemic,
CSR plays a key role in demonstrating corporations' commitment to social
responsibility and community welfare(Bansal et al., 2023; Karim et al.,
2025). In addition, from legitimacy theory point of view, organizations
that offer important services, contributions, or assistance for
disadvantaged populations can strengthen their legitimacy in the eyes of
the public and demonstrate their affinity with society ideals. So, we
assume that all banks increased CSR during COVID years compared to pre-
COVID years.

H1: Banks increased spending in CSR during COVID compared to pre-
COVID times
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The COVID-19 pandemic has led to a significant decline in the financial
performance and stability of banks globally. Shabir et al. (2023)looked at
2073 banks of 106 countries and found that the pandemic negatively
affected both bank performance-measured by Return on Assets, Return
on Equity, Net Interest Margin, and Cost to Income Ratio; and Stability -
measured by z-score, non-performing loans, portfolio risk, leverage risk
across different regions(Shabir et al., 2023). Given the results we also
want to compare the condition for Bangladesh’s banks for different time
frame, just prior years to COVID and during-COVID years, based on
profitability and asset growth.

H2: Profitability and asset growth of all banks suffered due to COVID-19

Both conventional and Islamic banks engage in CSR activities in their own
capacities. However, the motivations and frameworks guiding their CSR
initiatives may differ, often influenced by regulatory requirements,
stakeholder expectations, and market dynamics. Although research
assessing Egyptian banks between 2012 and 2018 found no significant
difference in CSR practices between Islamic and conventional banks
(Shahwan & Habib, 2023), as Islamic banks are organizations primarily
based on ethical considerations, they are expected to engage in more
welfare activities than their conventional counterparts. We assume
Islamic banks are more generous in CSR spending compared to
conventional banks.

H3: Islamic banks spent more on CSR compared to conventional banks
during COVID-19
CSR IN BANKS OF BANGLADESH DURING COVID-19

CSR Policies for Banks in Bangladesh

In Bangladesh, the banking sector is more focused on CSR than other
sectors, as the banking sector is regulated by the Central Bank
(Bangladesh Bank), which has made it mandatory for the banks to
disclose CSR activities (Malik et al., 2019). Bangladesh Bank has been
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attempting to mainstream CSR campaigns of banks and financial
institutions under direct and indirect engagements such as disaster relief,
advancing disadvantaged segments of society through areas such as
education, healthcare, ‘greening’ environment, and so on (Bangladesh
Bank, 2014). Bangladesh Bank suggests that every bank should have
board-approved CSR policy and have a CSR unit in its head office. That
unit is to propose a list of dedicated CSR budgetary programs annually.
Bangladesh Bank suggests the proportion of direct CSR budget to be
allocated among sectors such as education, health, disaster management,
sports, and culture (Bangladesh Bank, 2010). For example, for education,
30 percent of total CSR expenditure had to be allocated by the banks in
the form of scholarships for needy students and support towards
improving academic and vocational training institutions. For healthcare,
20 percent of CSR expenditure was to be allocated towards health
treatment of needy patients, improving healthcare facilities, and hygiene
initiatives (Bangladesh Bank, 2014). A CSR budget is not required if a bank
does not generate net income aftertax(Modak, 2022). But the individual
bank has the discretion to decide how much expenditure they will make
in these areas. Apart from the direct CSR engagement areas suggested by
Bangladesh, banks can perform social responsibilities through indirect
engagements such as promotions of inclusive financing through SME
financing in agriculture, industry, and services and policy support through
concessional refinance lines for ‘green’ projects (Bangladesh Bank, 2014).

COVID-19 Induced CSR Policies by Central Bank for Commercial Banks

COVID-19 pandemic affected Bangladesh, like other countries. GDP
growth of Bangladesh decreased to 5.24 percent in Fiscal Year 2020
compared to previous year’s growth rate of 8.15 percent (Bangladesh
Bank, 2020). To tackle COVID-19 related impact, Bangladesh Bank made
the following policy measures with regards to direct CSR engagements of
philanthropic nature (Bangladesh Bank, 2022):
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e “All scheduled banks were directed to update their CSR
expenditures by putting 60% of their funds into the health (from
20% proportion of prior COVID), 30% into education, and 10% into
the climate risk fund sector.

e The banks were asked to contribute towards Healthcare through
CSR activities by offering kits, masks, personal protective
equipment (PPE), hand gloves, hand sanitizers, antibacterial hand
wash, necessary medications etc. in accordance with hospital or
health complex authorities' requests.

e Apart from the funds assigned to the Corporate Social
Responsibility (CSR) budget for 2021, all scheduled banks were
needed to set aside 1 (one) percent of their net profit for special
CSR programs. This money was to be earned from the 2020
audited accounts, or, if the Statement of Accounts is still pending,
from the unaudited accounts.

e Banks were permitted to modify the extra funds allotted in the
next three years, from 2022 to 2024, in accordance with the funds
provided to the CSR sector.

¢ In the City Corporation area and at the district level, a special CSR
fund was to be used to provide daily necessities, cover medical
costs with medical equipment, and assist in making ends meet for
slum dwellers, displaced people, and families of those who lost
their jobs due to the coronavirus.

e As the City Corporations were affected the most by the pandemic,
50 percent (50%) of the special CSR budget of banks was
instructed to be used in the City Corporation region and the
remainder at the district or smaller regional levels.

In addition, Bangladesh Bank took many monetary and liquidity
enhancement measures to provide loanable funds to ensure
uninterrupted business operations and reduce charges for other banking
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activities. Some of the measures are summarized in Table 1(Bangladesh

Bank, 2022):

Table 1: Selective Summary of Measures By Bangladesh Bank

Type of Measure

Steps (in short)

Monetary and liquidity measures

- Reduction in CRR (Cash reserve
ratio), Bank rate, repo and reverse
repo rate
- Extension of the Advance to Deposit
ratio limit

Credit and Interest Rate Measures

- Suspension of the then loan
classification rules for the time being

- Loan rescheduling facility for a
maximum of 2 years with or without
down payment (depending on sector)
- Concessional interest rates in loans

- Managing stimulus package for
distribution  through  banks for
working capital loans

Working Capital and Refinance
facilities under stimulus package

- A total stimulus package of BDT 730
billion for industrial and service sector
was announced by government
throughout 2020 and 2021

- Special stimulus packages for export-
oriented industries, tourism sector,
CMSME (Cottage, Micro, Small and
Medium Enterprises)

Payment System and Digital Finance

- Person to person transaction limit
was increased

- Cash out charges for mobile banking
accounts made free for upto BDT
1000.

- Opening of Mobile banking accounts
for workers and reduction of cash out
charge on salary withdrawal in mobile
bank wallets

- Increasing steps to reduce online
financial crimes and cyber crimes
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In addition, Bangladesh Bank also set a limit on dividend declaration
based on Capital adequacy ratio of banks. The banks were supervised not
to make employee layoff due to the crisis. In addition, special health
insurance scheme was initiated by Bangladesh bank for the employees
attending office physically (European Commision, 2019).

METHODOLOGY
Data Period

The quantitative part of the study focuses comparing CSR expenditure of
‘Philanthropic nature’- one of the four categories of Carroll’s Pyramid
Model of Carroll (1979) and performance of banks pre- and during COVID
periods. As pre-COVID periods, 2 years prior to COVID i.e. 2018 and 2019
data have been included, whereas as during COVID periods, the years
with most impact of COVID, 2020 and 2021 were included.

Sample Selection

The financial sector of Bangladesh has been chosen for this study.
Bangladesh is one of the developing countries with a mixed banking
system made up of both conventional and Islamic banks. In Bangladesh,
there are 61 scheduled banks, i.e., the banks which operate under the full
supervision of the central bank, Bangladesh Bank. Among these 61 banks,
10 banks are performing full-fledged Islamic Banking, all of which are
under private ownership. And among the other banks, there are 33
privately-owned commercial banks doing conventional banking
(Bangladesh Bank, n.d.). Islamic Banking investment constituted about
27.88% of the total investments in the banking sector of Bangladesh, as of
December 2021. (Islamic Banking Wing, 2022).

The study worked with stock exchange listed banks only as the disclosures
for these banks are more than non-listed banks. Before the start of the
study period i.e. 2018, only 30 banks were listed in the stock exchanges of
Bangladesh. Of these banks, 27 privately-owned commercial banks
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(Islamic and Conventional) were chosen for the study. Of the three banks
that are not included, one bank was excluded as it went through
conversion from a conventional bank to Islamic bank during the study
period, another bank was excluded due to being a government owned
bank, and another private bank was excluded due to being a ‘problem
bank’ for around two decades. So, six Islamic banks and 21 Conventional
banks comprised the sample. The six Islamic Banks constitutes 83% of the
Islamic Banking Investments in Bangladesh and the 21 conventional banks
constitute 64% of the Loans of private conventional commercial banks
(Source: Own Calculation).

Data Used

Initially overall CSR expenditure, Asset Size, and Net Profit after Tax (PAT)
data for each of the four years (2018, 2019, 2020, 2021) were collected
for the banks. Later the following ratios were used for the comparison of

performance.
Table 2: Data Values Used And Their Calculations
Ratio Calculation Measure of
. . AnnualCSRExpense CSR
CSR to Asset Ratio | CSRtoAssetRatio = .
TotalAssets Spending
. . AnnualCSRExpense CSR
CSR to PAT Ratio CSRtoPATRatio = .
PAT Spending
PAT s
Return on Assets ReturnonAsset = ——m8 —— Profitability
TotalAssets
TotalAssets (PresentYear) Asset
Asset Growth Rate | AssetGrowthRate = - —
TotalAssets (PreviousYear) Growth

Analysis Techniques Used

Assuming COVID-19 as an intervention, the study will see the treatment
effects in same sample group before COVID and during COVID. Treatment
effect studies are widely used in medical research with some uses in
economic research as well(Adhikari, 2016; Slichter, 2023).

Comparing Averages in Different Times
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At first to see the change in CSR, asset and profit measures were
compared between pre-COVID and during COVID years. The comparison
was done in two ways (Figure 1):

i. Comparing average of 2018 and 2019 (named Pre-COVID) with
the average of 2020 and 2021 (named During COVID).

ii.  Comparing average of 2019 with that of 2020

Comparison will be done across 4 ratios: CSR/Asset, CSR/PAT, ROA, and
Asset Growth. The means or averages will be compared with appropriate
tests to see whether averages are same or changing during COVID period

(year) from pre-COVID period (year) with COVID-19 being considered an

exogenous event.

Figure 1: Method Used to Compare Averages Between Pre- and During COVID

Year(s)
C .
Average of Pre- Average of During
_ _ COVID Years: 3 COVID Years:
i) Sample: All Banks 2018 and 2019 | 2020 and 2021
D
. C . .
Ratios of Pre- 0 Ratios of During
ii) Sample: All Banks COVID Year: v COVID Year:
' 2019 | 2020
D

The study will use a parametric technique (Paired T-test) and non-
parametric technique(Wilcoxon Signed-Rank Test) to compare the means
of same sample with two time periods. Usually Paired T-Test is used for
normally distributed dataset, whereas Wilcoxon Signed-Rank test is used
for non-normal variables with small sample(Campbell &Swinscow, 2009).
There are 27 banks in the sample which is less than the normality
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threshold of 30but close to it. In addition, normality tests for 4 variables
will commonly be performed in the analysis. So to draw a comprehensive
conclusion, both parametric and non-parametric methods will be used for
the variables(Harwell, 1988).

Comparing Means of Groups

Means of independent groups- Conventional and Islamic banks will be
compared using parametric and non-parametric approaches. For
parametric approach, Independent T-test will be used, whereas Mann-
Whitney U Test will be usedas non-parametric approach to compare the
means of Conventional banks and Islamic banks for 4 years overall as well
as separately in pre-COVID and during-COVID years.

Here as well, comparisonswillbemade across four ratios: CSR/Asset,
CSR/PAT, ROA, and Asset Growth.Independent T-test is useful for normal
distribution, whereas Mann-Whitney U Test is used for non-normal
distribution(McKnight &Najab, 2010).

FINDING AND ANALYSIS
Descriptive Statistics

Firstly, the descriptive statistics of the variables are presented below:

Table 3: Descriptive Statistics (All Banks, Conventional Banks, and Islamic

Banks)
All Banks
Variable ‘ Obs. ‘ Mean ‘ Median ‘ Std. Dev. Min Max
CSRAssets 108 0.07% 0.05% 0.05% 0.01% 0.28%
CSRPAT 108 15.48% 8.22% 40.04% 1.58% 401.01%
ROA 108 0.70% 0.65% 0.30% 0.01% 1.55%
AssetGr 108  11.22% 11.26% 4.99% -0.54% 24.12%

Conventional Banks

Variable ‘ Obs. ‘ Mean Median Std. Dev. Min Max
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CSRAssets 84 0.06% 0.05% 0.04% 0.01% 0.24%
CSRPAT 84 14.79% 7.17% 45.07% 1.58% 401.01%
ROA 84 0.75% 0.72% 0.32% 0.01% 1.55%
AssetGr 84 10.96% 11.16% 5.23% -0.54% 21.12%

Islamic Banks

Variable | Obs. ‘ Mean Median Std. Dev. Min Max

CSRAssets 24 0.09% 0.08% 0.06% 0.02% 0.28%
CSRPAT 24 17.89% 17.11% 11.11% 2.46% 44.58%
ROA 24 0.53% 0.54% 0.12% 0.29% 0.82%
AssetGr 24 12.10% 11.43% 4.02% 6.02% 24.12%

Table 3 shows that mean CSR/Asset ratio stood at 0.07% and median at
0.05%. However, when looking at the range of minimum and maximum
values of 0.01% and 0.28%, respectively in comparison to mean and
median, it can be said that the CSR/Asset ratioisright-skewed. The mean
CSR/Asset ratio for conventional banks was 0.06%, compared to 0.09% for
Islamic banks.

In terms of CSR/PAT ratio, overall mean stood at 15.48% and median at
8.22% for all banks, withminimum and maximum values of 1.58% and
401.01%, respectively. So CSR/PAT ratio also seems to have right
skewness. The mean ratio for Conventional banks is 14.79%, much lower
than the mean of 17.89% for the Islamic banks. Standard deviation of
CSR/PAT ratio is much higher in conventional banks (45.07%) than in
Islamic banks (11.11%).

Profitability ratio (ROA)of all banks ranged from 0.01% to 1.55% and
mean and median were 0.70% and 0.65% respectively.Mean ROA for
Conventional banks was 0.75%, compared to 0.53% for Islamic banks. So
the conventional banks’ ROA was higher than the Islamic banks’ ROA in
Bangladesh during the study period.

In Asset Growth, mean Asset growth for all banks was 11.22%, with a
range of -0.54% to 24.12%. Mean Asset growth in Islamic banks (12.10%)
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was slightly higher than the mean Asset growth of conventional banks
(10.96%) during the study period.

Year-wise Comparison of Mean Ratios for Conventional and Islamic
Banks

CSR/Asset Ratio

Table 4: Average CSR/Asset Ratio Comparison

CSR/Assets Ratio

2018 2019 2020 2021
Islamic 0.114% 0.083% 0.099% 0.072%
Conventional 0.066% 0.046% 0.071% 0.048%

Table 4 which lists the average of CSR/Asset ratio of Islamic and
conventional banks suggests that Islamic banks have indeed spent more
on CSR than conventional banks across the four-year period. During 2020,
the increase in the average for both groups of banks, suggesting banks
may have spent more on CSR due to COVID-19. In 2021, as the effects
ofCOVID-19 somewhat subsided, CSR spending relatively fell.

CSR/PAT Ratio
Table 5: Average CSR/PAT RatioComparison
CSR/PAT Ratio
2018 2019 2020 2021
Islamic 19.84% 15.98% 18.85% 16.87%
Conventional 26.54% 7.17% 12.89% 12.56%

Looking at CSR spending from the perspective of Profit After Tax (PAT) in
Table 5, the Islamic banks have maintained more CSR/PAT ratio than
conventional banks from 2019. Only in 2018, conventional banks
outperformed Islamic banks in CSR/PAT ratio.

Profitability
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Table 6: Average Return on Asset (ROA) Comparison

ROA
2018 2019 2020 2021
Islamic 0.57% 0.53% 0.52% 0.50%
Conventional 0.81% 0.76% 0.68% 0.74%

From Table 6, it is evident that Islamic Banks’ profitability (ROA)
compared to that of conventional banks is low. Also, we can say that all
the conventional banks in the sample saw a fall in ROA from pre-COVID
years, Islamic banks also saw a fall in ROA, but to a lesser extent.

Asset Growth
Table 7: Asset Growth Rate Average
Asset Growth Rate
2018 2019 2020 2021
Islamic 11.1% 13.7% 13.5% 10.1%
Conventional 12.2% 11.8% 9.9% 10.0%

Table 7 above tells the same picture regarding asset growth in banks
during and pre-COVID periods. Islamic banks had a higher asset growth on
average compared to Conventional banks, except in 2018.

Normality Test

The Shapiro-Wilk and Shapiro-Francia Normality tests were performed on
the 4 variables in Table 8. The null hypothesis for these tests is that of
normality. The p-values for CSRAssets and CSRPAT were found to be
significant at 5% level, indicating null hypothesis of normality can be
rejected. On the other hand, p-values of ROA and Asset Growth were
significant at 5% level, suggesting that null hypothesis of normality cannot
be rejected. That is, ROA and Asset Growth have normal distributions.
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Table 8: Normality Test Results

Variable Obs. Shapiro-Wilk Shapiro-Francia
z Prob>z z Prob>z
CSRAssets 108 6.637 0.0000* 6.137 0.0000*
CSRPAT 108 9.363 0.0000* 8.579 0.0000*
ROA 108 0.499 0.3089 0.572 0.2836
AssetGr 108 -1.517 0.9354 -1.781 0.9626
* Significant at 5% level

So, two of the variables or measures of CSR spending have non-normality
and two other variables, profitability and asset growth have normality.
For this reason, both parametric and non-parametric measures have been
used for all the variables.

Comparison of Pre-COVID and During COVID Performance

In Table 9, Pre-COVID and During COVID performance of different
variables are compared. As mentioned earlier, Pre-COVIDrefers to the
average of the values of 2018 and 2019, whereas During COVID indicates
the average values of 2020 and 2021. Looking at CSR/Asset ratio, the ratio
is similar for both time durations. As such, based on T-test and Wilcoxon
Signed Rank test, we cannot say there has been significant difference in
overall CSR/Asset ratio for all the banks in the sample.

Table 9: Comparison of means of Pre-COVID and During COVID period

Variable Mean Paired T-test Wilcoxon Signed Rank Test
Pre During t Sig. z Sig. (two-tailed)
COoVID COVID (two-
tailed)
CSR/Asset 0.0655% 0.0652% 0.0379 0.9701 -1.297 0.1945
CSR/PAT 17.0919% 13.8631% 0.4292 0.6713 -1.802 0.0716*
ROA 0.7312% 0.6671% 1.5936 0.1231 1.562 0.1184

Asset Growth 12.0940% 10.3403% 2.0458 0.0510* 2.282  0.0225**

*xx xx and * significant at 1%, 5%, and 10% level, respectively

508



Al Masud, A./ islam Ekonomisi ve Finansi Dergisi 2025 11(2), 488-522

In case of CSR/PAT ratio, Pre-COVID CSR/PAT ratio was higher than that of
During COVID. According to Paired T-test, the difference in mean values is
not significant. But in Wilcoxon test, the difference is significant at 10%
level, suggesting During COVID CSR/PAT ratio was significantly less than
Pre-COVID period.

In case of ROA, During COVID ROA is slightly less than Pre COVID level, but
the difference is not significant according to T-test and Wilcoxon test.

Finally in Table 9, During COVID Asset growth is less than Pre COVID, and
the difference is significant in both parametric and non-parametric
methods, suggesting asset growth fell during COVID.

In Table 10, comparison of Pre-COVID and during COVID is performed
again considering the values of 2019 as Pre-COVID and values of 2020 as
During COVID. The comparison of 2019 and 2020 values shows the
change when the COVID-19 was in full effect.

Table 10: Comparison of Means of 2019 and 2020

Variable Mean Paired T-test Wilcoxon Signed Rank Test
2019 2020 T Sig. (two- | Z Sig. (two-tailed)
tailed)
CSR/Asset 0.0545% 0.0772% -3.3228 0.0027***  -3.099 0.0019***
CSR/PAT 9.1297% 14.2107% -4.3677 0.0002***  -3,508 0.0005***
ROA 0.7075% 0.6482% 1.4999 0.1457 1.105 0.2691
Asset Growth  12.2552% 10.6713% 1.236 0.2275 1.466 0.1428

**% ** and * significant at 1%, 5%, and 10% level, respectively

In Table 10, it is seen that CSR/Asset and CSR/PAT ratios significantly
increased in 2020 compared to 2019, in terms of both T-test and
Wilcoxon Signed Rank test, suggesting increase in CSR contribution from
banks.

In ROA, there is a decrease in mean ROA in 2020, but the decrease is not
significant enough. So, overall profitability has not decreased much in
2020.
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In Asset Growth, there is a fall in 2020 compared to 2019, but it is also not
significant enough in terms of both parametric and non-parametric tests.

Summarizing Both Table 9 and 10

As mentioned earlier, the test was run in 2 ways. One through averages of
2018 and 2019 were compared with the averages of 2020 and 2021. In
another way, the test was performed through the comparison of values
of 2019 with those of 2020. The null hypotheses in these tests are that of
equality between pre-COVID and post COVID values.

In Table 10, from comparison of 2019 and 2020, it is seen under both
parametric and non-parametric approaches that CSR/Asset and CSR/PAT
ratio werehigherfor banks during peak of COVID in 2020. But in Table 9, it
is seen that the average CSR/PAT ratio in during COVID years (2020 and
2021)was less than the average of pre-COVID years.So, we cannot say
with certainty that all banks have become more generous after COVID
started, as they increased generosity only in the year when COVID
started.So Hypothesis 1 is rejected.

On the other hand,Profitabilitymeasure- ROAs of all banks before COVID
and during COVID years are not different, as none of the tests for ROA are
significant under both parametric and non-parametric approaches.

Looking at Asset growth from Table 9, it seems to be significantly higher
at Pre-COVID vyears than that in during COVID years under both
parametric and non-parametric methods.But no difference in Asset
growth was found between 2019 and 2020 in Table 10.So, it can be
concluded that overall asset growth has suffered during the two COVID
years i.e. 2020 and 2021.

Comparison of Means of Two Groups- Conventional and Islamic Banks
Means of independent groups- conventional and Islamic banks were

compared using parametric and non-parametric approaches. For
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parametric approach, Independent T-test was used, whereas Mann-
Whitney U Test has been used as non-parametric approach.

Table 11: Mean Comparison Through Independent T-test

Variable Group Overall Pre-COVID During COVID
(Conventional=84, Islamic=24) | (Conventional=42, Islamic=12) (Conventional= 42,
Islamic=12)
Mean t Sig. Mean t Sig. Mean t Sig.
CSR/Asset Conventional | 0.06% 0.06% 0.06%
-3.0700  0.0027*** -2.1798  0.0338** -2.3454  0.0229**
Islamic 0.09% 0.10% 0.09%
CSR/PAT Conventional | 14.79% 16.86% 12.72%
-0.5720 0.5626 -0.1050 0.9168 -0.8824  0.3816
Islamic 17.89% 17.91% 17.86%
ROA Conventional | 0.75% 0.78% 0.71%
4.9988  0.0000*** 42433 0.0001*** 2.9806  0.0048***
Islamic 0.53% 0.55% 0.51%
Asset Growth | Conventional | 10.96% 12.01% 9.92%
-1.1363  0.2615 -0.2689 0.7891 -1.0644 0.2921
Islamic 12.10% 12.40% 11.80%

*** *x and * significant at 1%, 5%, and 10% level, respectively

The study includes two independent groups of bank Islamic and
Conventional. The Independent T-test was applied across 4 ratios as well.
In Table 11, it shows that CSR/Asset ratio mean for the 4 years period was
significantly higher for Islamic banks than for conventional banks. In both
Pre-COVID times and During COVID times, Islamic banks had a higher
CSR/Asset ratio than conventional banks, significant at 5% level.

In case of Profitability, the Table 11 results show that profitability of
conventional banks was significantly higher than Islamic banks during
these 4 years periods as well as sub-periods of pre-COVID and during
COVID. So, despite dip in profitability for both sets of banks, the gap
between two groups remained.

But for CSR/PAT and Asset growth ratio, no significant difference is seen
between the two groups.

Mann-Whitney U Test Results for Comparison Across Groups
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Table 12: Mann-Whitney U Test Result Summary

Variable Group Overall Pre-COVID During COVID
(Conventional=84, Islamic=24) | (Conventional=42, Islamic=12) (Conventional= 42,
Islamic=12)
Mean z Sig. Mean z Sig. Mean z Sig.
CSR/Asset Conventional 0.06% 0.06% 0.06%
-3.089  0.0020*** -2.351 0.0187** -1.914  0.0556*
Islamic 0.09% 0.10% 0.09%
CSR/PAT Conventional | 14.79% 16.86% 12.72%
-3.887  0.0001*** -2.996 0.0027*** -2.393  0.0167**
Islamic 17.89% 17.91% 17.86%
ROA Conventional 0.75% 0.78% 0.71%
3.695  0.0002*** 3.163 0.0016*** 2247  0.0246**
Islamic 0.53% 0.55% 0.51%
Asset
Conventional 10.96% 12.01% 9.92%
Growth -0.724  0.4689 -0.125 0.9007 -0.928 0.3281
Islamic 12.10% 12.40% 11.80%

*xx %% and * significant at 1%, 5%, and 10% level, respectively

Table 12 shows the result of comparison of means for two groups of
banks using the Mann-Whitney test. The table shows that CSR/Asset
throughout the four-year period, was significantly higher for Islamic banks
than conventional banks, similar to the result in the parametric method.
In Pre-COVID times, Islamic banks had a higher CSR/Asset ratio than
conventional banks, significant at the 5% level. During COVID, Islamic
banks still had higher CSR/Asset ratio, but it is significant at the 10% level.

Similarly, the mean for CSR/PAT ratio was significantly higher for Islamic
banks compared to conventional banks across overall model as well as
model for Pre-COVID and During COVID times, at least at 5% significance
level.lt supports our hypothesis 3. Since both CSR/Assets and CSR/PAT
had non-normality, the results of Mann-Whitney can be more reliable.

In case of ROA in Table 12, we see that ROA mean (0.75%) of
conventional banks is more than that of Islamic banks (0.53%). The result
of Mann-Whitney Test for ROA is significant at 5% level for the full 4-year
period as well as in Pre-COVID and during COVID level, suggesting mean
ROA of conventional banks are significantly higher than that of Islamic
banks, similar to the result of Independent T-Test in Table 11.
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Table 12 also indicates that Asset growth ratios of both sets of banks have
not really changed during and before COVID, as well as overall four-year
duration. The result is similar to the result in Independent T-test in Table
11. It indicates that both sets of banks had a similar Asset Growth ratio.

Overall Findings

Driven by policy measures by the central bank, banks in Bangladesh took
several steps to prop up direct and indirect CSR engagements. Overall,
the CSR spending ratios for the entire banking sector did not significantly
increase during the COVID years compared to the pre-COVID years.
Despite well-publicized growth in absolute amounts of CSR expenditure,
the amount’s growth has not been in proportion with growth of profits
and assets. Bangladesh is a land of natural disasters and health-related
risks such as dengue and other diseases. Thus, coordinated efforts on CSR
are needed from banks, from the stakeholders’ theory perspective.

Islamic banks had higher CSR spending ratios compared to conventional
banks, as suggested by the comparison of means (Tables 11 and 12). The
main reason is the core principles of social justice, charity, and
community welfare are contributing factors to such an increase in CSR in
such a massive crisis like COVID-19. In addition, compensations received
from defaulted loans are given away as charity by Islamic banks, whereas
conventional banks show the same as income. So the principles of Islamic
banking are the driving factor behind the CSR leadership by Islamic banks.

From a profitability perspective, it was found that conventional banks had
been more profitable than Islamic banks during the sample periods
(Tables 11 and 12). But when taken together, the overall banking system’s
profitability did not fall significantly due to COVID. The difference in
higher profits of conventional banks is expected, as the financial
ecosystem of Bangladesh is still more favorable for conventional banks
due to their broader flexibility of financial products and financing sources,
whereas Islamic banks are constrained by the necessity of Shariah
compliance, which limits product diversity.
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As mentioned earlier, asset growth during the two years of COVID fell
compared to pre-COVID years (Table 9). So perhaps the fall in asset
growth during COVID caused all the banks to not make drastic changes in
CSR policies from pre-COVID levels. Despite the central bank trying to
prop up money supply through reduction of bank rate, repo rate, and CRR
(Cash Reserve Ratio) and increasing working capital refinancing facilities
through stimulus packages, the relatively lower demand by the industries
and SMEs led to a fall in overall asset growth in COVID years despite a rise
in asset sizes in absolute amount.

CONCLUSION AND RECOMMENDATION FOR FURTHER RESEARCH

The COVID-19 pandemic caused havoc in the world economically and
socially. The vulnerability of the health system was revealed out in this
pandemic. Concerted efforts from public, private, and international
agencies and other entities somewhat helped to recover the worst of this
pandemic. Developing countries like Bangladesh had to go through the
same hurdle like many other countries. Policy initiatives from government
and regulatory agencies led the recovery. But informal and formal private
institutions also played a crucial role. Banks are the engines of the
economic activities of a country. Direct CSR engagements by banks in
Bangladesh were directed mainly towards essential sectors such as
healthcare, education, and disaster management even prior to the
COVID-19. When COVID came, the banks had to increase the CSR budget
towards healthcare and education primarily. The experience of COVID will
make institutions better prepared in handling financing and charitable
activities in key sectors.

The study looked at how two types of banks—Islamic and conventional—
performed in this pandemic in their socially responsible contribution.
Islamic banks have historically been better contributors to social causes
compared to their conventional counterparts. After the start of the
pandemic, Islamic banks have maintained that trend. But still, we cannot
say both types of banks combined really significantly changed their
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traditional CSR spending levels during COVID years from pre-COVID years.
This could primarily be caused by the fall in asset growth during the
COVID years for both types of banks. But when looking separately, we do
see some difference in approach from Islamic banks, despite their
relatively lower level of profitability.

Given the results, we may conclude that Islamic banks, supposedly being
driven by ethical considerations of religion, indeed outperformed the
conventional banks in Bangladesh. Further studies may be conducted to
analyze the different approaches of two sets of banks with more banks
included in the sample. Similarly, other banking industries in other
Muslim-majority countries may be studied to find other outcomes.
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ARASTIRMACILARIN KATKI ORANI

Yazarlarin mevcut arastirmaya katki oranlari asagida belirtildigi gibidir:
Yazarin ¢alismaya katki orani %100’dr.

CATISMA BEYANI

Arastirmada herhangi bir kisi ya da kurum ile finansal ya da kisisel yonden
herhangi bir baglanti bulunmamaktadir. Arastirmada c¢ikar catismasi
bulunmamaktadir.

ARASTIRMANIN ETiK izNi

Yapilan bu calismada “Yiksekogretim Kurumlari Bilimsel Arastirma ve
Yayin Etigi Yonergesi” kapsaminda uyulmasi gerektigi belirtilen tim
kurallara uyulmustur. Yonergenin ikinci bolimi olan “Bilimsel Arastirma
ve Yayin Etigine Aykiri Eylemler” bashg altinda belirtilen eylemlerden
higbiri gergeklestirilmemistir.
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