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[bookmark: _Toc4698588]2.0 Corporate Social Responsibility (CSR)
CSR involves a business identifying its stakeholder groups and incorporating their needs and values within the strategic and day-to-day decision-making process. CSR according to Johnson et al (2011) is a concept which was developed during the 1970s,  the concept focuses on the ways in which an organisation exceeds its minimum obligations to stakeholders specified through regulation. 
John Elkington (1994)  defined CSR as a” philosophical position that all entities within our world have a responsibility to manage their processes to achieve a positive impact on society. It covers three main issues often referred to as the triple bottom line”. The three  main issues are financial, social and environmental. 
 Though many have attempted to define exactly what CSR is to individual company’s and what they believe are their responsibilities it isn’t possible to define exactly, due to corporate social responsibility being “too broad in its scope to be relevant to organizations”  (Marrewiik, 2003).
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Since the financial crisis of 2008, there has been analyses of the causes of the crisis, which focussed attention on the centrality of the issues of corporate governance, CSR and the business (Franzoni & Allali, 2018).
Companies are under pressure to be accountable for their CSR engagement and they are being asked to improve transparency in reporting on CSR issues. As a result, companies, and especially multinational corporations are increasingly adopting CSR reporting practices. (Sheehy, 2015)
CSR has become extremely vital in gaining market image. Verman (2011) states that credit rating agencies also consider CSR initiative of companies for rating and in result; this also gives a positive impact in the mind of investors too.
Furthermore, a stakeholder group of importance are susceptible to a company’s CSR initiatives, its customers. Marketplace polls show a positive relationship exists between a company’s CSR actions and consumers’ reactions to that company and its product ( Bhattacharya and Sen, 2004).
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Islamic finance represents finance that is compliant with Sharia law. Islamic finance is bound by religious laws which prohibits  the taking of interest payments with transactions. The objective of Islamic finance is not primarily pursing  profit, Islamic finance also focuses on the economic benefits (Abdullah & Chee, 2018).
Because Islamic finance is not allowed to engage in any speculative practices and excess leveraging due to the asset-based model that is used, Islamic banks were somewhat protected against the financial crisis of 2008, because these were essentially the root causes of the financial crisis(Masih, 2017).  Islamic banks focus majorly on cost efficiency, this is essentially attributed towards the mutual risk sharing nature of the Islamic banks (Arouri, 2013). Islamic banks do differ to that of the conventional banking system, its investments offer a lower risk compared to that of conventional banks.
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Research from CityUK (2006) stated that Britain has 22 banks which offer Islamic financial products and services, which is more than any other Western country. Including Al Rayan Bank, formerly known as Islamic Bank of Britain. Al Ryan Bank is the oldest and largest wholly Sharia compliant retail bank. 
In practice, Islamic banks seem to be more concerned with legal and mechanistic aspects of adherence to Islamic law rather than with promoting Islamic ethical values (Nienhaus 2011).
[bookmark: _Hlk4638723]Therefore, Islamic banks bring ethical values and corporate social responsibility to banking practices simply because they are required to abide by Islamic law and the Shar’iah. (Jusoh & Uzaimah, 2016). 
In a 2014 blog post on Al Ryan Bank’s website it statedthat “The antecedents of Islamic Banking are rooted in universal moral and ethical values that should become entrenched in the Bank’s processes, products and people. It is also very much in line with today’s societal trends for ethical investing and corporate social responsibility”. (Khairan, 2014)
Unlike most western banks, an Islamic bank does not pay interest to its savers. Instead, it invests its customers’ deposits into Sharia compliant and ethical trading activities, with the intention of generating a profit, which it then shares with its customers. It is for this reason that Islamic banks do not advertise interest rates; instead they predict expected returns, or expected profit rates, for customers  (Al-Jarhi, 2017). Expected profits are not guaranteed in the same way that conventional interest is, therefore, there may be an element of risk. However, customers can be assured by the fact that since Al Rayan Bank was established in 2004, it has always paid its expected (or target) profit rates, and in some cases, it has paid more to its customers.  (Ethical Banking For Everyone, 2017). 
The only element of divergence encountered regarding the conventional concept of CSR is the obligation for Islamic financial institutions to assume responsibility of a religious nature, i.e., to respect the principles and obligations established by Islam and apply them in their operations. (Franzoni & Allali, 2018).
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[bookmark: _Hlk4700116]Within the Islamic banking sector to encourage banks to more fully engage with the principles of ethical banking and CSR in 2005 the Islamic Finance council was established, promoting ethical finance through promoting better co-ordination and an enhanced understanding of the shared values amongst operators in Islamic finance and the broader ethical finance arena (Ahmed, 2016). 
In 2006 the UK issue the Companies Act to implement ethical practices however in the UK CSR is not mandatory to organisations, in considering whether CSR should be made mandatory, it should be recognised that legislation could remove a key CSR driver: for businesses to increase their competitiveness through raised brand value and be seen as responsible corporate citizens. Voluntary CSR allows companies to demonstrate best practice and, critically, raise their own criteria for such best practice (Knudsen, 2017). 
To boost CSR in Islamic finance, Islamic banks could hold awards for CSR, as the UK has done (Anon, 2016)
The consumer support for CSR is well established, and companies are now expected to engage in some form of CSR (Rundle-Thiele et al., 2008) in order for Islamic banks to develop in CSR it would be beneficial for them to  consider this and to collect feedback from their customers and/or prospective customers on their ethical views
As stated, previous Islamic banks are strictly zero interest, this then encourages customers to invest and to take out loans.  With a Sharia-compliant savings account, instead of lending out your savings and charging interest then passing some of this on to you, the bank uses your money in a way that’s consistent with Islamic beliefs. Some of the profit the bank earns from these activities is returned to customers, allowing them to grow their savings without earning interest. (Al-Jarhi, 2017). 
The rapid development of Islamic banks in the world also requires an instructive examination of their CSR practices. It has been argued by Dusuki and Abdullah (2007) that Islamic banks should play a leading role in CSR implementation such as environmental risk management, human resource development, human rights and community development. 
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Barclays went carbon neutral in 2007, which can be used as a way to attract customers and investors by having a eco-friendly organisation also in 2017 green finance products where introduced by Barclays to help its corporate clients fund low-carbon projects and investments, these include loans, deposits, asset finance and innovation finance for accelerating green investment in firms, from small businesses to large corporates (Business Green, 2017).
The London Institute of Banking & Finance state on their website “we are committed to contributing to the community and environment, while meeting the expectations of you - our students, employees, customers and suppliers.” Making clear their ethics and what they feel their responsibilities are to its customers. ( Libf.ac.uk, 2019)
The Danske Bank’s announced a new framework for its issuance of green loans and bonds, using environmental or green accounting  (Danske Bank, 2018)
The Access Bank UK  took  part in the 2014 race for life  in order to show its commitment and focus on CSR (Access Bank PLC, 2016).
[bookmark: _GoBack]While Western banks try to fulfil and boast of their CSR, as stated previously Islamic banks seem to be more concerned with legal and mechanistic aspects of adherence to Islamic law rather than with promoting Islamic ethical values.
[bookmark: _Toc4698594]Conclusion
In practice, Islamic banks seem to be more concerned with legal and mechanistic aspects of adherence to Islamic law rather than with promoting Islamic ethical values
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