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ABSTRACT 

All the world‟s top multinationals engage in corporate social responsibility (CSR) in 

some form or other. There is almost no country in which business has not taken up the 

challenge of CSR in some way. Islamic banks which are also part of the business 

community  and simultaneously guided by SharÊ‘ah principles, face even more 

expectations in performing CSR as Islamic institutions. Although Malaysia is at the 

vanguard of the development of Islamic finance, there is no special CSR framework 

which has been devised to guide Islamic banks on CSR implementation. Probably, 

that is why there are so many “versions” of CSR practice in Islamic banks in Malaysia 

since there is no standard framework thus far. Therefore, the objectives of this study 

are to determine the status of CSR concepts and applications from the SharÊ‘ah legal 

perspective, to ascertain the extent of SharÊ‘ah compliance of CSR applications, and 

to propose a standard CSR framework that is balanced and comprehensive for Islamic 

banks‟ best practices. This SharÊ‟ah qualitative research utilised two types of research 

methodology, namely descriptive analysis and empirical analysis. Based on the 

comprehension and the deduction process from the primary sources (al-Qur‟Én and 

al-Sunnah) and supported by classical and modern fiqh books, the analysis found that 

CSR is based on the khalÊfah concept and Islamic banks in Malaysia have the legal 

entity to perform CSR. The results of SharÊ‘ah analysis also indicate that CSR 

applications of Islamic banks have mixed rulings which cover obligatory, highly 

recommended, and recommended CSR activities. In the empirical analysis, 

interviews, observations and document reviews have been employed as triangulation 

instruments in collecting data regarding the current CSR applications. Among the 

most significant finding is that the majority of the research participants felt that 

Islamic banks should have a special CSR framework. Finally, an Islamic CSR 

framework for Islamic banks‟ best practices was successfully proposed. 
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 ملخص البحث

لية و العالم تنضم بشكل أو بآخر إلى مؤسسة "الدسؤ  كل الشركات متعددة الجنسيات الكبرى في
تخلو من ممثل لذذه  -على الأعم الأغلب  -، ولا توجد بلد في العالم (CSR) "الاجتماعية للشركات

الدؤسسة على نحوٍ ماـ وإن البنوك الإسلامية تدثل أيضاً جزءاً من لرتمع الأعمال، كما أنها تستًشد في 
لية الاجتماعية باعتبار أنها و ة الإسلامية، بل ويتوقع منها الدزيد من تحمل الدسؤ الوقت نفسو بمبادئ الشريع

وعلى الرغم من أن ماليزيا كانت في طليعة الدول التي عملت على تطوير التمويل  مؤسسات إسلامية،
مية لية الاجتماعية للشركات لتوجيو البنوك الإسلاو الإسلامي، إلا أنو لم يتم وضع أي إطار خاص بالدسؤ 

لية الاجتماعية للشركات، ومن المحتمل أن يكون ذلك بسبب وجود عدد كبير من و وفقاً لتطبيقات الدسؤ 
صة بالبنوك الإسلامية في ماليزيا؛ حيث لا يوجد إطار تلية الاجتماعية الدخو إصدارات مؤسسة الدسؤ 

حالة الدسؤولية الاجتماعية وعليو فإن أىداف ىذه الدراسة تتمثل في تحديد  موحدٍ متفقٍ عليو حتى الأن.
للشركات ومفهومها، ومدى مطابقتها لدبادئ الشريعة الإسلامية وقوانينها، وذلك من أجل التأكد من 
مدى التزام ىذه الدبادئ مع تطبيقات الدسؤولية الاجتماعية للشركات، ومن ثمَّ اقتًاح إطار ثابت يكون 

ية، ىذا البحث النوعي الشرعي يتطلب الاعتماد على متوازناً وشاملًا لأفضل ممارسات البنوك الإسلام
، وبناء على عمليتي التجريبي التحليلي منهجين من مناىج البحث، وهما الدنهج  التحليلي الوصفي والدنهج

الفهم والاستنتاج الدعتمدتين على الدصادر الأساسية للشريعة الإسلامية التي تتمثل في القرآن والسنة، ثم 
الكتب الفقهية القديمة والحديثة نجد أن فكرة الدسؤولية الاجتماعية للشركات تستمد ما يدعمهما من 

شرعيتها من مفهوم "الخليفة"، بالإضافة إلى أن البنوك الإسلامية لذا ممثل قانوني في ىذه الدؤسسة. وقد 
مع متطلبات أظهرت الأدلة الشرعية الإسلامية أن أحكام تطبيق أنشطة الدسؤولية الاجتماعية للشركات 

التجريبي والدقابلات  التحليل ومن خلال البنوك الإسلامية تتًاوح بين الفرض والوجوب والاستحباب.
ورصد الدلاحظات واستعراض الوثائق التي تم الاعتماد عليها في ترع البيانات الدتعلقة بموضوع الدراسة نجد 

ث تتمثل في أن البنوك الإسلامية ينبغي أن أنَّ أىم النتائج ذات القيمة الكبرى التي توصل إليها البح
يكون لذا إطار تطبيقي خاص بها يتناول الدسؤولية الاجتماعية للشركات، وأخيراً فإن إطار تلك الدسؤولية 

 الاجتماعية للشركات بصيغتها الإسلامية الدختصة بالبنوك الإسلامية يعد الاقتًاح الأفضل لإنجاحو.
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CHAPTER ONE 

INTRODUCTION 

CHAPTER ONE:  INTRODUCTION 

1.1 BACKGROUND OF STUDY 

Corporate social responsibility (CSR) is an area of intense and increasing interest both 

to practitioners and academicians.
1
 Even, the field of CSR has grown exponentially 

nowadays since more companies are engaged in serious efforts to define and integrate 

CSR into all aspects of their business due to its positive impact on business economic 

performance.
2
 At the same time, investor interest in businesses that engage in CSR 

activities also has grown spectacularly for the same reason.
3
 

Over the past twenty years, CSR has bloomed as a framework for the role of 

business in society and for setting standards of conduct to which a corporation must 

subscribe in order to affect society in a positive and productive manner. The 

emergence of social enterprises, business ethics, environmental practices, a human 

rights approach to recruitment and employment conditions and investment in the 

community are examples of impacts that can be seen.
4
 

The concern over CSR is also significant to Islamic banks. In fact, the majority 

of Islamic banks worldwide are sensitive to CSR, and this is parallel with the goal of 

their establishment as institutions with moral and profit making motives.
5
 As business 
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entities established within the scope of SharÊ‘ah (Islamic Law), Islamic banks are 

expected to be guided by an Islamic economic worldview, which is based on the 

principle of social justice and wellbeing.
6
 This is particularly true since those involved 

in Islamic banking and finance normally regard their ethics and social responsibility 

commitment as being more enduring since they are ultimately based on divine 

revelation, whereas ethics and social responsibility derived from secularist morality 

are unavoidably temporary.
7
 This is in parallel with Kamal, Gupta and Shanmugam‟s  

view that the perception of CSR amongst the stakeholders of Islamic banks is quite a 

bit different from the conventional notion of CSR.
8
 One of the reasons is, being 

religious-based institutions, Islamic banks should provide quality services as part of 

CSR practice, which are deemed satisfactory by their customers, particularly when 

they often attribute themselves as being providers of ethical financial services.
9
 

This research seeks to explore the notions of Islamic philosophy pertaining to 

social responsibility, which may give rise to determine the ruling of CSR in terms of 

SharÊ‘ah legal aspect. This study will be based on Islamic religious values and beliefs 

according to SharÊ‘ah, which is the sacred law of Islam derived from the holy Qur’Én 

(divine book of Islam), ×adÊth (sayings, deeds, traits and silent approvals of the holy 

Prophet Muhammad (s.a.w.), ijmÉ‘ (consensus), qiyÉs (reasoning by analogy), 

maÎÉliÍ mursalah (public interest), „urf (custom) and other SharÊ‘ah sources. It is 
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expected that the elaboration of CSR ruling from the SharÊ‘ah legal aspect will tackle 

some of the shortcomings in Islamic literature. 

1.2 STATEMENT OF PROBLEM 

The value of social responsibility, either individually or collectively, has been 

recognised throughout history. Major organisations throughout the world now realise 

that CSR is an important part of a company‟s operations, not only because of its 

positive impact on business economic performance but also on society, which in turn 

impacts positively on employees and the society at large. The business community 

needs to be aware of the responsibility it has towards the society. CSR does not mean 

just participating in charitable activities and events; it denotes holding the 

responsibility to build up the society by envisioning future plans for socio-economic 

justice and being cognisant of their responsibility towards the welfare of society 

around them.
10

  

Islamic banks
11

 are not excluded from this responsibility. In fact, their CSR 

expectation is more compared to conventional banks
12

  since they are in an exemplary 

position as Islamic financial intermediaries.
13

 Unlike conventional banks, long-term 

economic benefits should not be the foremost motive of doing CSR for Islamic banks. 

Despite the fact that viable economic institutions have to be driven by profit 

incentives, in the case of Islamic banks, it is not their only priority and certainly not 
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the only reason for them to implement CSR. Definitely, any notion that Islamic banks 

or any other institution that claims to be Islamic, for that matter, should be socially 

responsible must derive its justification from Islamic law and principles, as contained 

within the Qur‟Én and the Sunnah. Without this ultimate source of legitimacy, there is 

no reason for any action.
14

 Islamic banks as part of business community are highly 

qualified to set plans for social change, and integrate their development goals with the 

country‟s agenda at large, as well as engage with the other organisations on 

collaborative projects.  

The payment of zakÉt (alms giving) and Îadaqah (donation) ,
15

 avoiding ribÉ 

(interest) and gharÉr (uncertainty) in banking activities
16

 for example, are considered 

as among the most important indicators of CSR of Islamic banks. Nonetheless, 

stakeholders of Islamic banks are least concerned with environmental issues, an area 

of prime importance in conventional framework of CSR.
17

 In addition, it is widely 

cited that Islamic financial institutions (IFIs)
18

 which also include Islamic banks 

generally execute a part of their social responsibilities only and are widely accused to 

have generally ensured their operational status by avoiding negative actions or 

impermissible activities however only minimally and variedly performing 

recommended activities.
19

 It seems that most of Islamic banks focus more on religious 

and philanthropic activities and almost ignore other CSR practices such as concern 
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with social exclusion and human rights, environmental concerns and human resource 

development which cause an imbalance of CSR applications. 

Furthermore, it is found from a study based on six Islamic banks in four 

countries that Islamic banks commitment to CSR is due to their pre-occupation with 

following legal decrees according to SharÊ‘ah, rather than being informed by a higher-

order framework of social responsibility in Islam.
20

 Although there are many present 

practices in Islamic banks that are in line with notions of CSR in Islam, these seem to 

be merely ad-hoc and driven more by SharÊ‘ah legal requirements rather than by a 

higher-order understanding based on fundamental religious texts concerning social 

responsibility. In addition, there is no legal requirement and clear guidance on the 

CSR stipulations imposed on Islamic banks.
21

 Even reports of Islamic banks also 

show that selected Islamic banks are too customer centric and efficiency driven, but, 

that efficiency is targeted at the cost of sacrificing SharÊ‘ah norms.
22

 

Probably, that is why there are so many “versions” of CSR practices in Islamic 

banks in Malaysia since there is no standard framework in CSR practices.
23

 Although 

there is a CSR framework for Malaysian public listed companies provided by Bursa 

Malaysia,
24

 it is very general and not Islamically SharÊ‘ah driven and it even depends 

on how the individual company interprets it.  As such, it is recommended that 

regulatory authorities standardize the concepts of social responsibility for IFIs 
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especially Islamic banks practices based on SharÊ‘ah principles. However, it is 

important to determine the ruling of CSR from SharÊ‘ah legal perspective first in order 

to have a clear view about it before a standard and comprehensive Islamic CSR 

framework can be proposed.  

Therefore, the research that is going to be conducted is to determine the ruling 

of CSR from the SharÊ‘ah legal aspect. Other than previous studies, the application of 

CSR in Islamic banks in Malaysia will be investigated in order to know the current 

application of CSR activities. Finally, a standard, balanced and more comprehensive 

CSR framework will be proposed for Islamic banks best practices. 

1.3 RESEARCH OBJECTIVES 

This study aims at achieving the following objectives: 

RO1: To determine the overall CSR concept and its applications
25

 of Islamic banks 

from the SharÊ‘ah legal aspect by exploring the notions of Islamic philosophy 

pertaining to social responsibility.  

RO2: To ascertain the extent of SharÊ‘ah compliance of CSR applications by 

investigating the current application of CSR of Islamic banks in Malaysia. 

RO3: To propose a standard CSR framework that is balanced and comprehensive for 

Islamic banks best practices. 

1.4 RESEARCH QUESTIONS 

In this study, the researcher attempts to provide answers to the following questions: 
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