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Corporate Social Responsibility is a concept that has grown dramatically over the last decade and as grown to be a $13tn global industry.  Carroll’s Pyramid shows the four dimensions of CSR which are as follows: 
· Economic Responsibility 
· Legal Responsibility 
· Ethical Responsibility 
· Philanthropic Responsibility
There is an argument to suggest that CSR has become such an important element in companies today as it is necessary for a successful business. Companies that commit to implementing CSR out performed other businesses in the sector as well as a higher employee engagement and better production rates.  
Islamic Finance is deemed one of the most ethical ways of banking in comparison to conventional banking systems. This is because Islamic Finance prohibits charging any form of interest  as they believe this is unfair and unjust to the customer. Conventional banking models are solely based on charging interest and making money from their clients. Islamic Finance also forbid certain industries such as gambling, weapons, tobacco, pornography, alcohol and companies that involve meat products (such as pork) that have not been slaughtered in line with Sharia’s Law, whereas conventional banking will accept any of these industries on the basis that it is profitable for them. The main reason for this difference in policies, is due religious belief. Islamic finance laws and rules are governed by Sharia’s law which are religious principles that form part of the Islamic culture. 
Sharia’s Law already include an element of CSR , as it has ethically and socially responsible activities however, even though the Islamic banking sector seems to have already adapted to CSR, it has faced more scrutiny than conventional banks as their CSR expectation is higher.  
Within the conventional banking system, the 2008 crisis has compelled the industry to act in a more ethical manner, mainly to restore its customers faith in the banking community. 



1. [bookmark: _Toc4607056]Introduction 

Corporate Social Responsibility is the way in which companies run their business with ethical approaches. In this current economic climate, it is important for companies to be socially responsible when it comes to their practices to gain a competitive advantage in its industry. The banking sector is a highly competitive sector and Islamic Finance is an example of a leader as their laws and religious beliefs (which differ from conventional banking systems) already incorporate a form of CSR. Conventional banking on the other hand, have a harder task of implementing CSR however this report will discuss Islamic banking and Conventional banking in more depth. 

2. [bookmark: _Toc4607057][bookmark: _GoBack]Corporate Social Responsibility 

There is no single definition for Corporate Social Responsibility, however the best way to describe CSR ‘is a mechanism for businesses to assess the impact they have on society and consider putting responsible, ethical policies in place to support individuals, the local community and the environment.’ (Bliss, 2016) In simple terms, it’s the way in which companies ensure their business runs its’ operations in a way that is ethical.  It can involve a range of activities such as working in partnership with local communities, socially responsible investment, developing relationships with employees and customers and environmental protection and sustainability. 
[bookmark: _Hlk4605538]Corporate Social Responsibility has emerged over the last decade and today socially responsible investment has grown to become a $13tn global industry. (Monaghan, 2013)  It is gaining attention and interest among leading world companies, universities, researchers, media and the governments. The reason that CSR is a fast-growing concept within businesses is due to the vast changes in society and customers’ expectations, meaning that companies need to change the way they work in order to meet these new demands. New technology and new social media platforms that have emerged over the last decade means that businesses are not able to be unethical as they run the risk of receiving a negative response from society. 
[bookmark: _Hlk4605767]CSR has become such an important element in companies today as it is necessary for a successful business. Financer worldwide states that companies that had a genuine commitment to CSR substantially outperformed those that did not, with an average return on assets 19 times higher as well as higher employee engagement and better customer service.  (Financer Worldwide , 2015)   People are more likely to work for a company that is ethical and reputable as they are happier doing so, and in return impacts company production rates, profit levels and employee satisfaction. Core Communications research states that 88% say their job is more fulfilling when they are provided opportunities to make a positive impact on social and environmental issues. (Cone Communications , 2016)
The best way to visualize CSR is Carroll’s Pyramid which can be seen in Figure 1. 
Figure 1. 
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Source: (Dudovsky, 2012)

3. [bookmark: _Toc4607058]Islamic Finance and CSR 

[bookmark: _Hlk4606042]Islamic Finance is a non-interest financial system that is based on the principles compliant with Islamic Law also known as Sharia’s Law. One of the main laws within Sharia’s Law forbids making money from money meaning that charging any form of interest is forbidden. “Islamic finance is about sharing risk between financial institutions and the individuals that use them. To do that, the two parties are tied into a longer-term relationship with each other that is supposed to shift incentives and avoid cut and run financial deals.” (The Guardian , 2013) Islamic Finance also forbid certain industries such as gambling, weapons, tobacco, pornography, alcohol and companies that involve meat products (such as pork) that have not been slaughtered in line with Sharia’s Law.  Al Rayan bank states ‘By prohibiting unethical activities this again reinforces social justice.’ (Choudhury, 2014) This aspect shows that Islamic finance automatically incorporate a form of CSR within their working practices. 
Al Rayan is a retail bank in the United Kingdom since 2004 that complies with Islamic laws. They have achieved recognition by Ethical Consumer magazine for being in the top ten ethical current account providers as an alternative to conventional banking. They have done this through their ethical saving accounts and mortgage alternatives called ‘Home Purchase Plans.’ The savings account offered by Al Rayan bank, allow the company to make a profit (instead of charging interest) which is then shared with the account holder. The Home Purchase plans are based on co-ownership principles of Islamic Finance known as Diminishing ‘Musharaka’ and leasing also known as ‘Ijara’. In simple terms it allows the customer to purchase a property which is then co-owned by the bank. The monthly repayments are then split into two elements – acquisition payment which increases the share of the property and rental payments for use of the portion that the bank still owns. When all payments have been made to acquire the property, full ownership is then transferred to the client. In addition to these ethical products provided by Al Rayan, they also support charity organizations ad currently partner with Islamic Relief and National Zakat Foundation. (Al Rayan Bank , 2019)
[bookmark: _Hlk4606310][bookmark: _Hlk4606295]Islamic finance has been deemed one of the most ethical ways of banking and already have adapted some of their practices with CSR. The underlying principles of Islamic finance promote equity, fairness and the betterment of the wider community. Interest rates are a means of exploitation and unjust to the customer which is why Islamic banks do not charge or pay interest as they believe this is unethical.  Sharia’s Law include an element of CSR as it has an ethically and socially responsible activities at the same time as prohibiting involvement in illegal activities or those which are detrimental to social and environmental well-being. (Jusoh, 2016) However, even though the Islamic banking sector seems to have already adapted to CSR, it has faced more scrutiny than conventional banks as their CSR expectation is higher.  There is an alternate argument which seems that most of Islamic banks focus more on religious and philanthropic activities and almost ignoring other CSR practices such as concern with social exclusion and human rights, environmental concerns and human resource development. (Jusoh, 2016)
Sultan Choudhury, the CEO of Islamic Bank of Britain states that within the Islamic banking industry , it is a way to provide society to conduct economic activity in a fair, ethical and socially responsible manner and is in line with today’s social trends for ethical investing and corporate social responsibility. (Choudhury, 2014) Religious  belief  is  also a strong factor when implementing  CSR as research  has shown it can  influence organizational  decision-making  and  workplace  behavior. (Basah, 2013)



4. [bookmark: _Toc4607059]CSR Practices of Islamic Finance and Conventional Banks  

Conventional banking operates in different ways compared to Islamic banking. Conventional banks are based on man-made laws with the purpose of making it money through interest. Figure 2 shows the difference between the two banking systems 
Figure 2
[image: ]
Source : (AIMS , 2019)
It can be seen using the elements of Carroll’s Pyramid (Figure 1) which include Economic, Legal, Ethical and Discretionary responsibilities, how this can be applied to conventional banking and Islamic finance and the differences between them. 
Islamic Banking strives for a fair and balanced society and is also constructed upon a system of equity sharing, risk taking and state taking. Sharia Law is the framework which their ethical and moral framework is based on and operates within limits that ensure the stability of value for money. (Burianová Lenka, 2012) All of these show the significance of CSR as a globally accepted mechanism for Islamic Banks. 
On the other hand, conventional banking system does not prohibit interest being charged and treats money like a commodity. Following the 2008 crisis many conventional banks needed a way to restore confidence in financial institutions and how they can contribute to economic growth by using CSR. Conventional banks need to use strategies such as retraining staff, adopting new risk management practices and being highly selective with their investment portfolios. (Banking and Insurance , 2019)


5. [bookmark: _Toc4607060]Conclusion 

In conclusion, it can be seen that even though Islamic Banking and Conventional banks are in the same sector, they operate in different ways. Islamic banks such as Al Rayan,  are driven by their religious beliefs and morals whereas conventional banking system is driven by the ability to make money through interest. Whether or not conventional banks or Islamic finance banks decide to adapt to CSR as a strategy of maximizing its profit , the banking sector is a highly demanding when trying to gain a competitive advantage.  
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