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Abstract

This study aims to analyze and measure the impact of operational efficiency
on the profitability of local Iragi banks during the period from 2018 to 2024.
To achieve this objective, the research employs a descriptive-analytical
approach utilizing panel data for a sample of 14 commercial and Islamic
banks listed on the Irag Stock Exchange. Operational efficiency is
operationalized through the Cost-to-Income Ratio (CIR), while profitability is
measured using Return on Assets (ROA) and Return on Equity (ROE), with
the integration of Environmental, Social, and Governance (ESG) standards as
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a newly added independent variable. The advanced econometric analysis was
estimated using EViews and Stata software.

The empirical results indicate a statistically significant inverse relationship
between the cost-to-income ratio and bank profitability, confirming that
banks maintaining a CIR below 50% exhibit superior financial performance.
Furthermore, the study reveals that financial innovation and digital
transformation significantly reduce transaction costs and enhance non-interest
income. Conversely, macroeconomic instability, particularly inflation and
exchange rate fluctuations, exerts negative pressure on the return on assets in
the Iragi banking environment.

Keywords :Operational Efficiency, Bank Profitability, Cost-to-Income Ratio
(CIR), Return on Assets (ROA), ESG Standards, Iragi Banking Sector.
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