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1.0 INTRODUCTION
The module is Corporate Reporting and Social Responsibility (M6X00877) and it is a module included in level 6. This assignment is a business report regarding corporate social responsibility (CSR) and its relation with Islamic finance. The date of the final submission shall be on the 28th of March 2019. There is a description of the assignment that had already been introduced and there are also few requirements to be met. There are also three requirements that should be included as well. CSR by definition means a responsibility of a company to give back to the stakeholders through certain plans. (Chen, 2019) The plans can be done through budgeting and meeting of the board of executives. CSR has been growing through recent years because more people are being concerned about the environment as a whole and also the problems that the society face every day. (GreenJournal, 2017) This shows that the big organisations recognised the people as part of the important stakeholders as well which may affect their businesses performance.











2.0 ISLAMIC FINANCE
2.1 General principles:
i. Definition: Islamic finance is a system whereby it is comply with the Shariah rulings. There are certain number of prohibitions that are already being set that can be found in the Quran and hadith. (CorporateFinanceInstitute, 2019)

ii. Contracts (Aqd’): There are a few number of contracts recognised in Islamic finance business but there are five main contracts that can be listed out. The contracts are such as; mudharabah (profit sharing), musharakah (joint venture), murabahah (cost plus profit), ijarah (leasing) and salaam (advance payment of goods). (Ali Abusalah, 2019)

iii. Prohibitions: A number of contracts in conventional banking are against the basis of Islamic finance. For example, in Islamic finance institutions they do not charge riba’ (interest) which considered against the Shariah rulings. (FinancialIslam, 2019)  Another prohibition is a bank cannot invest in any businesses that are practicing non permissible activities such as involving alcohol companies and prostitution. (Ahmed, Yahya, & Haron, 2010) Any gharar (uncertainty) activities also cannot be involved in an Islamic financial institution which may lead to heavy losses. (Kenton, 2018) Speculation activities are also said as prohibited as it may lead towards uncertainty as well. (Salomon, Ebrahimi, & Yusoff, 2015)


2.2 Benefits:
i. Helping out the stakeholder: Stakeholder by definition means anyone who is affected by the decision made by an organisation or a company. (Landau, 2017) CSR will definitely provide the Islamic financial institution with a more precise reports and it is more likely to be more comparable and this will show transparency towards the stakeholders. (Wan Jusoh & Ibrahim, 2017)

ii. Sharing wealth with the poor: A CSR main objective is to ensure the business is being run in an ethical manner. (UniversityOfEdinburgh, 2017) It will definitely help the poor if the CSR activity looks to share some of the Islamic financial institutions profit with the needy. (Chintaman, 2014) For example, it can be done through a construction of local playground in a rural area so that the children of the poor can use it during their playtime.


iii. Overall social benefits: In an Islamic economic system it is essential for a bank to look at the importance of maximising social benefits and not just solely making profit all the time. (Ahmed & El-belihy, 2017) This support what CSR aims to do by ensuring all parties involved are satisfied and will benefited from the products and services provide.



2.3 Challenges:
i. Different people, different view: In the financial or banking industry there would be different view of people regarding CSR implementations. Debates could also arise on how it should be done or should it be done by the Islamic financial institutions. This will lead towards conflict inside the specific institution as there is no mutual agreement. (PageCenterTraining, 2019)

ii. Different practices between companies: This may occur whereby when a CSR project proposed does not meet the necessary requirement with other involving parties in the same project. The processes shall also being taken into account. There are also other criteria that should be completed before a CSR project can be done. (Abu Bakar & Md Yusof, 2016)

iii. Lack of individual skills: It can happen when an Islamic financial institution does not have individuals with capabilities in term of running a CSR event. It is important to have such employers and employees so that the project will run more smoothly. Individual skills can be seen from a variety of ways in terms of managing the activities, financial planning and the main project plan. (Dusuki, 2005)





3.0 DRIVES OR MOTIVATIONS IN ENGAGING WITH CSR
i. To get blessing from the God (Allah): In Islamic finance institutions, clearly the goals are not only to seek for happiness from gaining profit or money in the world but it is also to ensure that all acts done are aligned with the rules set in the Quran and hadith so that al Falah (success) can be achieved. (Elasrag, 2015)

ii. Justice and fairness: In Islam it is important to be just and fair towards all living things and God’s creatures. There are several verses explicitly stated in the Quran and hadith regarding fair treatment towards all. Therefore, CSR is seem as a way of being fair by showing compassion and empathy towards those in need or not as privileged as other people. (Ali Basah & Md Yusuf, 2013)

iii. Act as a khalifah (leader): It is believed in Islam that every human being that are walking on the earth shall choose the right leader among leaders.  (IslamicReliefWorldWide, 2014) Therefore, an Islamic financial institution may act in a way that already set with guidance in Islamic studies that requires a person to act with honesty with the obligations given. This can be supported through a CSR project which usually being done by the executives as a motivation for them to do the right things that already being mentioned through Shariah rulings. (Corporate Social Responsibility and Islamic Financial Institutions (IFIs): Management Perceptions from IFIs in Bahrain, 2019)



4.0  ISLAMIC BANKS VERSUS WESTERN BANKS IN CSR
i. Ethical values: There are different views of ethical values between Islamic banks and western banks. As mentioned before, Islamic banks focuses mainly on the Shariah rulings and all activities have to be Shariah compliance along with the current financial codes. (SevenPillarsInstitute, 2019) As for western banks, the ethical values might derived from a set of regulations such as accounting standards, financial laws and auditing laws. Example given, an Islamic bank like Al-Rajhi bank which originated from Saudi Arabia does not imposed interest to their borrowers or lenders. (AlRajhiBank, 2019) Whereas for a western bank like Barclays involved with speculation activities as long as it is not against any financial institution laws. (GlobalJustice, 2013)

ii. The resemblance of CSR: In Islamic banking a CSR event might shows more resemblance because all of the acts are based through the Shariah rulings which emphasises on Zakat (an amount of payment made) and charity towards those who are underprivileged. (Abbasi, et al., 2012) As for example, Islamic bank of Jordan highly engage with CSR programmes such as donations and training activities. (JordanIslamicBank, 2017) Western banks on the other hand also shows resemblance towards CSR but not as much as Islamic banks in real life situation. The Bank of England for example focuses on CSR through diverse workforce which includes Black, Asian, minority ethnic (BAME). (BankOfEngland, 2019)




5.0 CONCLUSION
In conclusion, Islamic finance generally have to follow all the rules that already been stated in the Quran and hadith. There are benefits of CSR executed by Islamic financial institutions and there are challenges that shall be faced as well. It is important for the institutions to handle those challenges accordingly. It can be done through seminars, talks or even trainings.  Moreover, there are main reasons that lead the Islamic financial institutions in engaging with CSR activities. It can be seen that the main purpose is to follow the rules of God. Lastly, there are few differences between the practice of CSR in Islamic banks and western banks. Although there are differences, CSR should continue to be implement in today’s banking industry so that the community can gain something from the banks.

6.0 EXECUTIVE SUMMARY
This business report firstly includes the introduction regarding the assignment given for Corporate Reporting and Social Responsibility module. It also consists of the Islamic finance part which includes general principles, the benefits of CSR by Islamic financial institutions and the challenges faced. Later on, there were also discussions on the drives or motivations of engaging with CSR by Islamic finance institutions. The differences between the practice of CSR by Islamic banks and western banks also being discussed. Last but not least, the conclusion is also included in order to simplify all the findings that already been discussed.
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