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The scope of this book is to
briefly outline some of the major aspects of Islam which give
consideration for businesses and their push towards Corporate
Social
Responsibility. It considers the belief system of Islam and how
this
belief has a significant underpinning of social behavior. 
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Islam provides a basis and
guideline for living one’s life. Within this, there is a very
detailed concept of ethical and social behavior  which allows us to
deduce that the concept of social responsibility automatically has
a
role in Islam. This is a critical point that must be firstly
understood as the role of moral ethics has been underpinned in
Islam
for over 1400 years whilst the concept of CSR remains relatively
new
for businesses today.




Corporate Social
Responsibility (CSR) has been associated with related terms like
business ethics, corporate performance, corporate accountability,
corporate responsibility and stake holder involvement. In recent
years CSR has grown into a well-known collective expression. The
growth of CSR has been a result of organizations realizing their
responsibility toward their stake holders in the context of
business
scandals (e.g. Enron) and a growing concern for environmental
changes
(e.g. global warming). 

  

  
  [1]






The European Union defines CSR
as "a concept whereby companies integrate social and
environmental concerns in their business operations and in their
interactions with their stakeholders on a voluntary basis"
(European Commission, 2002). According to Vernon and Mackenzie
(2007), the question of whether companies should seek to do good by
exercising CSR, rather than concentrate solely on wealth creation,
is
no longer interesting and in fact the focus today is on how well
companies do good. Increasingly stake holders expect companies to
take on public responsibility. Companies engage in CSR through
diverse activities such as donating to charitable organizations
(e.g.
Ben and Jerry's), 'green' activities (e.g. moves by major retailers
to eliminate plastic bags and promote 'green' bags) and by
implementing environment friendly purchase and supply policies. A
survey conducted by Research International, however, found that
while
CSR practices are commendable, they need to be viewed with caution
as
these activities are not sufficient in and of themselves (Social
Funds, 2000).







Before going to
understanding the concept Corporate Social Responsibility on
Islamic
perspective, we need to know the Islamic Worldview. Islam is a
complete code of life. The fundamental of Islam such as 
aqidah,(
belief and faith) 
ibadah (worship) and 
akhlaq (morality
and ethics) are not subject to change, their manifestation in
secondary areas like economics,




business and other worldly
activities would require flexibility and development according to
time and space. This is embodied in Islamic 
Shari’ah which
is central to the worldview of Islam. Normally, the 
Shari’ah as
Islamic Law, but the boundaries of 
Shari’ah extend beyond
the limited horizons of law. The concept of CSR in Islam
encompasses
a broader meaning embracing the 
taqwa (God consciousness)
dimension by which corporation as group of individual, assuming the
roles and responsibility as servants and vicegerents in all
situations(

  

    
Hossain
    & Siwar, 2009
  
).




The difference between Islam
and most other religions is that it did not content itself with
merely establishing acts of worship and abandon the needs of
society
to a Caesar or any form of temporal governing body. Rather, Islam
established ways of conduct, relationships, and rights and
obligations for the individual vis-à-vis members of his family and
the nation and for the nation vis-à-vis other nations. The reform
of
society was the main target of Islam. Even acts of worship
contribute
to the achieving of this reform. Within the framework of human
society, the Islamic nation is a compact union having recourse to
itself, possessing an inner sense of responsibility for its own
members, and resisting decay, both individually and
collectively.




This social solidarity
(takaful) is apparent in all aspects of Prophet Muhammad's Message.
The history of mankind shows that few societies have developed as
strong a sense of solidarity or have cooperated as closely or acted
as mercifully as have Islamic societies.Developing this two-way
responsibility is Islam's principal way of achieving reform and
social solidarity.The individual's responsibility for the community
in Islamic societies and conversely the community's responsibility
for the individual are of primary magnitude, constituting a trust
of
life and the highest of its responsibilities. It is for that reason
that Islam introduced community worship. Islam also enjoins the
group
not to neglect the individual, obligating it to safeguard his
various
interests, to respect his rights and freedom, and to harmonize
different interests. In Islam, praying in groups is preferred many
times over to praying individually.The individual is thus an
integral
element of the Islamic society; he perfects it and is perfected by
it, he gives to it and receives from it and he protects it, and is
protected by it. Developing this two-way responsibility is Islam's
principal way of achieving reform and social solidarity. Islam has
impressed the meaning of these two types of responsibility on the
individual and collective conscience in order to guarantee for
Muslims the life of a unified, sound, happy, and productive body in
a
classless community.

  

  
  [2]






The value of social
responsibility, either individually or collectively, has been
recognised throughout history, and more structured programs for
endowments and zakat were introduced by Islam in the 7th century.
Major organisations throughout the world now realise that corporate
social responsibility (CSR) is an important part of a company's
operations, because of its positive impact on society, which in
turn
impacts positively on staff members and the general public.

  

  
  [3]






The scope of this book is to
briefly outline some of the major aspects of Islam which give
consideration for businesses and their push towards Corporate
Social
Responsibility. It considers the belief system of Islam and how
this
belief has a significant underpinning of social behavior . 
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The field of corporate social
responsibility (CSR) has grown exponentially in the last decade.
More
companies than ever before are engaged in serious efforts to define
and integrate CSR into all aspects of their business, with their
experiences being bolstered by a growing body of evidence that CSR
has a positive impact on business economic performance. All of this
is taking place against the backdrop of an ever more complex global
economy with continuing economic, social and environmental
inequities.




Most companies have considered
social responsibility as a passive response to social pressure from
the outside market. Now however, companies are positively
responding
to CSR demands. CSR is beginning to be incorporated into management
processes in areas of investment, finance, and procurement. In
other
words, both the production process and the management process have
become important factors in evaluating business, in addition to the
more traditional factors of quality and cost of products. Further,
because the power of choice that consumers and investors hold in
the
marketplace puts pressure on companies, this behavior serves as a
message from the market, providing either positive or negative
sanction. Comprehensive evaluations of corporate financial and
non-financial value are developing in the market. The market is
beginning to choose socially responsible and sustainable
companies.(

  

    
Tanimoto,
    2007
  
)
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Corporate Social
Responsibility (CSR) is a concept that has attracted worldwide
attention and acquired a new resonance in the global economy.
Heightened interest in CSR in recent years has stemmed from the
advent of globalization and international trade , which have
reflected in increased business complexity  and new demands for
enhanced transparency and corporate citizenship. Moreover, while
governments have traditionally assumed sole responsibility for the
improvement of the living conditions of the population, society’s
needs have exceeded the capabilities of governments to fulfill
them.
In this context, the spotlight is increasingly turning to focus on
the role of business in society and progressive companies are
seeking
to differentiate themselves through engagement in CSR.(

  

    
Jamali
    & Mirshak, 2007
  
)




Corporate Social
Responsibility CSR is an idea that has been constantly evolving as
business firms are continually more aware of the community around
them. CSR encompasses a business firm’s obligation to society
beyond simply maximizing its profits . CSR was not taken seriously
and sometimes mocked by business firms before the late 1970s.The
change in approach toward CSR can be partially attributed to the
enactment of new legislation that created many of the regulatory
government agencies during this time period. The new legislation
provided business firms with an added incentive to earmark
appropriate amounts of fiscal resources to CSR, rather than face
harsh government regulation. The attitude toward CSR
changed




drastically by the late 1990s,
as CSR was now a mainstream idea being promoted by different facets
of society, ranging from corporations to governments.(

  

    
Brown,
    2013
  
)




Corporate social
responsibility (CSR) has grown enormously in the last thirty years
and most business organizations feel to give in charity. The
business
organizations involving charitable giving and reflecting the highly
competitive environment of the 1990s has been termed ‘‘strategic
charity’’. It involves corporate giving which serves dual
purposes: contributing funds to charitable causes while
simultaneously benefiting the firm’s financial bottom line and
enhancing business political legitimacy. ‘‘Strategic charity’’
has become an accepted practice that allows a corporation to
satisfy
altruistic impulses to contribute in charitable causes while
serving
the bottom line. In this way the corporate community investment has
emerged through the objectives of CSR programmes and business
organizations some times take care of neighbor through its
philanthropic responsibility programmes. Pure charity is concerned
with assistance to education, arts and culture, health and social
services, civic and community projects. While ‘‘strategic
charity’’ combines pure philanthropy and business sponsorship
with giving programmes that are directly or indirectly linked to
business objectives. One of the characteristics of the ‘‘strategic
charity’’ is a joint sponsorship of one or more corporations’
programmes to implement through purposefully created charity
foundations in order to optimize the charity value.(

  

    
Hassan
    & Latiff, 2009
  
) 





A significant number of terms
and definitions are used, including; corporate responsibility,
corporate accountability, corporate ethics, corporate citizenship,
sustainability, stewardship, triple bottom line and responsible
business. CSR could be defined as the voluntary integration of
environmental, social and human rights considerations into business
operations, over and above legal requirements and contractual
obligations. CSR is the commitment of an organization to act in a
manner that serves the interests of its stakeholders and is
concerned
with the ways that companies generate profits and their impact on
the
broader community. It is about how companies manage their business
processes to produce an overall positive impact on society.
McAlister
(2005) and Carroll (1993) mentioned that there is a widespread
acceptance of the view that if a business is to prosper, then the
environment in which it operates must prosper as well. This means
that business must adopt approaches in which companies see
themselves
as part of a wider social system.(

  

    
Othman,
    2009
  
)




 










This responsibility is
overwhelming and encompasses all aspects of a Muslim’s life. It
comprises a prescription towards positive (permissible and
recommended) actions and a prescription against negative
(impermissible and not recommended) actions. IFIs have generally
ensured their operational status by avoiding negative actions.
However, their approach to positive actions has been varied due to
a
lack of standards in the area.




The combination of these
principles denotes a divine accountability for each Muslim to
enjoin
good and justice and forbid evil and injustice. These core
principles
therefore constitute the basis of individual social
responsibility.





  
Milton
  Friedman is one of the architects of the movement against social
  responsibility, writing what is considered by many the seminal
  piece
  of work disparaging CSR and the businesses who promoting their
  CSR
  credentials.
  
(
  

    

      

        
Milton
        Friedman, 1962, 1982
      
    
  
  
;
  
  

    

      

        
Milton
         Friedman, September 13, 1970
      
    
  
  
)





Friedman's objection to CSR
was two-fold.(

  

    
Moon,
    2011
  
) First, he argued that managers were
accountable to the owners of the business and that,unless they
otherwise signalled, the assumption should be that the owners
wanted
the profits of the company to be maximised. The corollary is that
for
Friedman CSR is a net expenditure with no positive benefits for the
company. Somewhat curiously, he added that it was possible for
companies to make community investments but if these had some
company
advantages (e.g. workforce loyalty, productivity), they should not
be
considered as CSR. The conclusion here is that Friedman did not
regard social and private Interests as potentially in conformance -
rather they are dichotomous. This will betaken up later in the
paper
underthe heading, the 'socialisation of markets'.




Secondly, Friedman argued that
CSR encroached on the proper terrain of (democratic) government and
that managers are neither trained in addressing public policy
questions and thus lack appropriate expertise, nor are they
accountable for public policy issues. In both cases the contrast is
made with legislators and public servants, both of whom he sees as
having expertise and being properly accountable. In short, Friedman
(1970) offers




another dichotomy, in this
case between the work of government and the business of
business.




According to Friedman (1970
cited in  Galbreath 2009, p.111  ), it is the firm
responsibility to meet the economic needs and that only leads to
the
welfare of the society and it is the role of the government,
service
organizations, educational institution to meet the societal
welfare.




Galbreath, (2009) cited that
after the publication of the thesis of Friedman, (1970)  
there was much research on the social responsibilities of the firm.
Galbreath, (2009) states that ‘In the late 1970s, Carroll (1979)
offered one of the first - and perhaps still the most widely
accepted
conceptualisations of CSR (Matten and Crane, 2005).' 

  

  
  [4]






In Galbreath (2009), Carroll's
(1979) model conceptualises the responsibilities of the firm
as:


  
	



        
The economic responsibility
        to generate profits;

        

  
	



        
the legal responsibility to
        comply by local, state, federal, and relevant international
laws;

        

  
	



        
The ethical responsibility to
        meet other social expectations, not written as law (e.g.
avoiding
        harm or social injury, respecting moral rights of
individuals, doing
        what is right, just, fair); and

        

  
	



        
The discretionary
        responsibility to meet additional behavior s and activities
that
        society finds desirable (e.g. philanthropic initiatives
such as
        contributing  money to various kinds of social or cultural
        enterprises). 
        


















