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ABSTRACT 

In recent years, the researchers and academicians have moved toward the research area of 

Corporate Social responsibility (CSR). CSR is contextual in nature and still, there is no such 

definition available in the literature which can be considered the perfect one. Many scholars 

tried to clarify this concept and also different authors has developed CSR measurement scales 

and indexes for different sectors. But the dilemma remains the same in both the cases. Islam 

also highlights the CSR concept in a better way. Various scholars also struggled to present the 

CSR concept of Islam. With the introduction of Islamic banking, it has become a challenge 

for this sector to incorporate the Islamic Corporate Social Responsibility (ICSR) in its 

operations. Islamic banking is an emerging sector which is obvious from the rapid growth 

throughout the world in terms of branch network and market share. (Hence, we need social 

responsibility practices). CSR in Islam (ICSR) under discussion of this study need to be 

cover. On the basis of ICSR, stakeholder-based scale to measure the perception of 

stakeholders and its application in the Islamic banking sector. The purpose of this research 

was to evolve and ratify an ICSR scale for the Islamic banking sector.  Exploratory Factor 

Analysis (EFA) utilizing SPSS and Confirmatory factor analysis and Structural Equation 

Modeling (SEM) through Smart-PLS were applied to develop the scale. A bunch of 35 items 

through Literature review, expert survey and group discussion were identified and after 

checking the EFA a scale based on 4 dimensions and 23 items was developed. responsibility 

and validity of the scale were also examined. Up to the best of author‟s knowledge, there is 

no such research is done in Pakistan on ICSR scale development and ICSR dimensions. This 

study is a contribution to existing knowledge boundaries through developing an Islamic CSR 

based scale to measure the stakeholder‟s perception regarding Islamic banks. 

Keywords: CSR, ICSR, Islamic Banking, ICSR dimensions 
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CHAPTER 1 

INTRODUCTION 

1.1. Background and Overview: 

Academician has focused their attention towards the area of Corporate Social Responsibility 

from the previous two decades. But in spite of such special focus on CSR and number of 

definitions which have been presented by different authors still no single definition can obtain 

the general acceptance or even can be considered perfect. The same thing is also in the case 

of measurement techniques presented by different scholars. CSR is contextual term therefore, 

no consensus of the authors can be found on single definition. Each approach and 

measurement scale is not without limitations and these limitations become the base for the 

development of new technique or apparatus  (Pe'rez,Martınez,Bosque, 2013). Against this, 

the CSR concept in Islam also need to be elucidate and estimate based on the Islamic 

guidelines  for CSR (Dusuki, 2008; Khurshid,2014). 

Variety of CSR definitions are available in literature presented by various authors. Bowen 

(1953) is considered in pioneers who has explained the concept of CSR. Bowen (1953) 

elucidate the definition of CSR: 

 

CSR described as the benefaction of the business firms/companies for the social amelioration 

of the society through different techniques. Carroll introduced model of CSR, according to 

that model CSR is consist of four dimensions i.e. economic, lawful, moral and humanitarian 

(Carroll, 1999). This model is not without critique especially the use of the pyramid for the 

CSR has been criticized which will be discussed in measured scales portion of this study.  

Maignan (2014) defined CSR in a more expanded way: 
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The above definitions in one way or other is an effort to explain the concept of CSR. Another 

new and emerging sector of Islamic financial institutions especially Islamic banking needs to 

incorporate the CSR activities but the CSR discussion in Islamic literature and academic 

research is present and different authors have tried to identify the Islamic Corporate Social 

Responsibility (ICSR) dimensions and some of the scholars tried to develop ICSR 

measurement scales. It is the beauty of Islam that it provides complete guidance for every 

matter whether private or public. Human wellbeing is core area of Islam which is depicted in 

all aspects of Islamic teachings. There is no room for any activity which can be harmful for 

any living creature. Islam strictly prohibits the harmful activities and encourages all those 

actions which are considered beneficial for the human being and environment (Jusoh, Ibrahim 

& Napiah, 2015). Islam not only provides guidance for material needs but also it spread light 

on the spiritual needs of a human being (Mohammed, 2007).  

As stated by  Yusuf and Bahari (2011), Islamic CSR can be classified in 3 dimensions. The 

basis for these dimensions is relationship and liability based. The first class is based on 

liability and connection with Allah. The next class concentrate towards the liability of society 

and the last but not the least reactive to the environment. 

Studies on CSR from an Islamic point of view are infrequent in comparison to traditional 

carporate social responsibilty . It is not unusual as current corporate social responsibility 

which has been expounded by the west, and that is also consist of western values and all the 

accessible literature and researches are from advanced countries (Jusoh et al., 2014). 
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moreover, CSR discussion from an Islamic point of view in literature is more or less 

concerned with the morality or business ethics, which is also the main foundation of 

conventional CSR  (Mohammed, 2007).  Khurshid, Soliman and Amin (2014) escorted a 

study to expand an Islamic Corporate Social Responsibility scale. In their study they argued 

that religion effects the administrative behaviors including the individual predilection 

regarding society. furthermore, various studies (Williams & Zinkin, 2010; Belkacem, 2015b)  

proposed that people with devout concern have a different behavior regarding CSR then those 

who have no such concern. Devout individuals have more attention regarding their liabilities 

than the other people. 

Through literature on ethical practices it has been proved in different studies that religion has 

a significant impact on the ethical practices of the businessman. These studies also portrays 

that religiosity factor effect the ethical aspects of CSR rather than the economic value. On the 

other hand non-religious is greatly concern with the economic value of CSR (Ullah, & Jamali, 

2010; Yazis & Basah, 2013 & Rajeh et al., 2015). 

The above discussion also valuable in the Economist (2005) that CSR is an attempt to 

demonstrate the campaigns   of an organization philanthropist and socially answerable but 

against this, it can be wrapped the effort of gain and competence. from an Islam  point of 

view business is viewed as  a hallowed trust managed by the manager and he is presume to be 

trustworthy, sincere and true to owners as well as to the business firms (Khurshid, 

2014).Traditional  CSR is built on theories which originated from the western non religion 

worldview (Asyraf Wajdi Dusuki, 2008b).  Islam presume a holistic method, the instructing 

of Islamic concepts is derived from divine revelation which is more suffering, everlasting and 

sure. Islamic leading concepts  are great for corporations struggling and for  finer 

performance both in business firms and social liabilities  (Asyraf Wajdi Dusuki, 2007; Bella 

& Fayoumi, 2016). 
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Islamic Shari‟a (Islamic Law) is a complete guide which guides in all aspects of human life 

whether they are related to their personal, social, economic, political and intellectual aspects. 

Islamic CSR includes the notion of Taqwa (fear of God) which direct the people and groups 

to serve with honesty and include kindness & truthfulness in their actions as they will be 

asked by God about their good and bad deeds (Mohammed, 2007). 

On the other hand, the second major reason for this interest is also to motivate and retain the 

employees in the organization moreover, the firm desire to create a beneficial connection with 

the stakeholders and to accomplish the best perception of the innovative organization in the 

society.  

 

To access the success of a company‟s CSR policies it becomes necessary to study stakeholder 

perception. On the other hand, in case of measuring the CSR images, the tools proposed in 

academic literature have a different significant limitation which becomes a justification for 

the development of a new scale in our research. In a number of studies, only philanthropic or 

ethical dimension of the CSR has been studied which reflects the customers or stakeholder‟s 

image of CSR on one dimension while the rest of Corporate responsibilities have been 

ignored (Longo, Mura, & Bonoli, 2005). 

It is a clear fact that while forming an image of a product or business, the customer uses all 

the available information about his features and activities. So in the case of a one-dimensional 

scale, corporate relationship with other stakeholders‟ other than society is underrepresented. 

Another most common tool is a multidimensional CSR scale. No measurement technique is 

available without critic whether unidimensional or multidimensional scales. For Islamic 
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banking sector different studies has been conducted in Pakistan, but so far, no CSR scale is 

available which is based on the stakeholders of the Islamic banks in Pakistan. This research  

is an effort to cover this gap by providing the stakeholder based scale developed through 

prescribed scale development procedure (Maignan, 2014; Aprile & Talò, 2014).  

1.2. Problem Statement 

It is the fact that CSR is a contextual word which has a different meaning for different areas 

and sectors as well as for the stakeholders (Curras-perez, 2017). Islamic banking is an 

emerging sector which is totally different from conventional banks. Islamic banking is 

considered unique in nature since its operations and policies are built on Islamic principles. 

Therefore, the meaning of CSR for the Islamic banking sector is totally based on Islamic 

guidelines and not on the basis of banking system already in practice. Since the nature of 

operations, practices, and policies for Islam based banking system are totally different from 

conventional banking, therefore, CSR measurement in Islamic banks would be different from 

conventional Banks. Hence, CSR measurement scale used for conventional banking cannot 

depict the real picture of CSR of Islamic banks ( Farook, Hassan, & Lanis, (2011a), Hamidu, 

Md Haron, & Amran, (2015) . Consequently, the CSR scale formed on the Islamic principles 

is required for the measurement of CSR in Islamic banks. The non-existence of CSR scale for 

Islamic banks is creating problems for researchers and analyst for the measurement of CSR 

appropriately specially for the Islamic banking sector which is unique and different from the 

conventional banking system.  

1.3. Identification of Research Gap 

 On the basis of above discussed problem of ICSR dimensions and its measurement it is 

argued that CSR practices in developing and emerging economies are in infancy stages 

(Curras-perez, 2017;  Meutia & Febrianti, 2009; Mehralian, Nazari, Zarei, & Rasekh, 2016). 

It has been widely accepted that context, time and country specific studies are important to be 
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conducted on a wider scale to add value to the literature (Ullah et al., 2010; Martı et al., 2013; 

Farrington, Curran, Gori, O‟Gorman, & Queenan, 2017).   Islamic banking sector is emerging 

and new sector providing services on the basis of Islamic shari‟a guidelines so it is imperative 

to check the CSR concept from Islamic perspective and its implication on the financial 

performance of the Islamic banking sector of Pakistan. Several studies have conducted 

comparative studies of conventional and Islamic banks (Ahmad,Rehman, & Safwan, 2011; 

Durrani, 2006; Ansari, 2001) but as per limited knowledge a few studies are available in 

Pakistani context(Shah, Shabbir, Niazi, & Majid, 2016) . Furthermore, through in-depth 

analysis of existing literature scholar reached to the conclusion that none of the study 

measured the CSR of Islamic banking sector of Pakistan. Based on this gap in the existing 

literature and future direction proposed by Javed, Saeed, Lodhi, Uz and  Malik (2013) to 

estimate  the connection of CSR practices and firm‟s performance of Islamic banking in 

developing countries including Pakistan the present study intends to develop and validate 

stakeholder form scale for estimating  CSR in the Islamic banking sector and to test its 

implication through measuring effects of various dimensions of Islamic corporate social 

responsibility on organizational performance in Pakistan. 

1.4. THE SIGNIFICANCE OF THE RESEARCH 

In measuring the stakeholder‟s perception, the index/scale appropriateness is the main 

challenge. Variety of definitions and measurement scales are available in the literature which 

is based on the diverse belief, culture and environments. Different researches  have been 

conducted to measure the CSR of different sectors by using different scales(Pérez & del 

Rodríguez Bosque,2013;Fatma, Rahman, & Khan,2014;D‟Aprile & Tal,2014; Turker, 

2009a). In the case of Islamic CSR, a scale for the measurement of CSR of Islamic banks 

have been proposed by some authors in various countries of the world but in Pakistan still, no 

study as per the scholar knowledge is in existence in the literature and if few studies have 
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been taken into consideration those are merely a comparison of conventional and Islamic 

banking CSR which is based on secondary data. Therefore, a need for ICSR scale for Islamic 

banking sector of Pakistan is required as CSR is contextual in nature. Second for CSR scale 

development, ICSR dimensions are also required to identify according to the Islamic 

guidelines. 

This study is important for the academicians as it is a contribution of ICSR dimensions 

identification and also provide a separate scale for the Islamic banking .  

The other importance of this study is for the practioners, as they can asses the importance of 

CSR for the sector and products. Here, the Scholar claims the two major contributions of this 

study. The foremost contribution is the introduction of a new dimension “Stakeholder 

welfare” from an Islamic perspective in ICSR which is academic contribution and the second 

contribution is the development of new ICSR measurement scale for Pakistani Islamic 

banking sector and its implication for measurement of organizational performance which is 

not only academic contribution but also a valuable contribution for practitioners and Islamic 

banking sector.  

1.5. RESEARCH QUESTIONS 

1. What are the key dimensions of Corporate Social Responsibility of Islamic banking? 

2. How to measure the stakeholder‟s perception about CSR of Islamic banking sector in 

Pakistan? 

3. Does Corporate Social Responsibility influence Islamic Bank‟s performance? 

1.6. RESEARCH OBJECTIVES 

1. To identify the Islamic Corporate Social Responsibility (ICSR) dimensions based on 

Islamic guidelines.  
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2. To develop and validate Islamic Corporate Social Responsibility scale to measure the 

point of view of stakeholders about corporate social responsibility initiatives of 

Islamic banks in Pakistan. 

3. To measure effects of different dimensions of corporate social responsibility in 

Islamic Bank 

1.7. LIMITATIONS OF STUDY 

As this study was based on data collected in Pakistan and specifically from Islamic 

banking sector, therefore, due to many differences of culture, religion and beliefs etc. with 

other countries, results of this study are not valid to other sectors as well as to other countries 

due to contextual nature of the CSR.  

Furthermore, interviews and data collected from the employees of the Islamic bank 

employees may have the issue that some CSR dimensions prescribed by Islamic Shari „a may 

be overlooked so here it is also noteworthy that future researchers must consult the religious 

scholars as well to authenticate the ICSR dimensions presented in this study and to add new 

missed in this study. 

1.8. ORGANIZATION OF THESIS 

Following the disposition of the present study presented in figure 1 which is followed by a 

short summary of each chapter. 

 

Chapter 1: “This chapter include and explain the main theme of the study, 

problem statement, research questions, Objectives, Hypotheses, Scope and 

significance”. 

1. Introduction 
2. Litrature 

review 

3. 

Methodolog
y 

4. Analysis 
and 

Findings  

5. Discussion 
& 

Conclusion 
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Chapter 2: “Highlights the previous literature available from different sources 

and also explain the theoretical background of the study”. 

Chapter 3: “In this chapter, the discussion is on the research methodology. In 

which scale development techniques and the process has been discussed. 

Population and sampling techniques of the study and Data collection methods, 

Statistical techniques used for analysis purpose will also be discussed in this 

portion”. 

Chapter 4: “This chapter is comprised of Analysis & findings. Here in this 

chapter the results and findings of the statistical techniques will be interpreted 

and acceptance and rejection of Null hypotheses will also be discussed”. 

Chapter 5: This chapter includes the discussion and Conclusion. This chapter 

also includes the Limitations and future recommendations”. 
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CHAPTER 2 

LITERATURE REVIEW 

 

 

“This chapter provides detail step by step discussion from the literature started from business 

and society, different approaches of CSR, CSR dimensions from different studies and Islamic 

CSR approach and practices of Islamic banks. Proposed ICSR model is also presented in this 

chapter” 

2.1. BUSINESS, SOCIETY AND CSR: 

Throughout a previous couple of years, academicians are focusing the issue of 

business and society relationship and business responsibility towards the society. The 

foremost objective of the business is to earn profit but taking care of the 

shareholders/owners only is not the sole duty of business (Klonoski, 1991). This issue 

was turned into a discussion when Davis (1960) posted questions: 

1. “What does the business person has to owe the society?” 

2. “Can business afford to ignore its social responsibilities?” (Davis, 1960). 

It is a clear fact that the number of researchers and especially general communities 

believe and argue that business core objective is to maximize the shareholders wealth 

by maximizing the profit of the organization keeping in view the state law and ethical 

limits of the society (Andrews 1973; Carroll, 1979). 

A key lesson from the book on society and business relationship “Built to last-

successful Habits of Visionary Companies” which was written by James Collins and 

Jerry Porras (1994). He expressed the society and business relationship and company 

vision “A visionary company depends on a timeless set of core values and an enduring 

purpose beyond just making money”. With advancement in the organizational level, 
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there have been contradictory expectations regarding the responsibilities of business 

organizations. The first thing which is traditionally assumed is that businesses are 

Profit-oriented organizations. From this, profit maximization is the core responsibility 

and only morality which is needed for the business operation (Abdullah & Rajeh, 

2015). This view is based on the western economic thinking provided by Adam 

Smith. This view directs towards the maximization of self-interest or pleasure. Hence, 

this view emphasises on the only one responsibility to maximize the profit by utilizing 

its resources in a free economy (Josuh & Ibrahim, 2015).  

Improvement of employee‟s motivation is also the other significant reason behind this 

interest as an inventive firms, or the initiation of beneficial connection with 

stakeholders (Aribi & Arum, 2013). According to  Mitchell and Wynn, (1989) 

Business corporations struggle to defend their power by providing social benefits to 

the public and to change the general opinion of self-serving and negative impact on 

society. A company must respond to the society in accordance with the changing 

world keeping in view to conserve its core values and motive at the same time. 

Drucker (1946) in his book “The concept of the corporation” he mentioned about the 

responsibility of firms towards society. He further used the term “industrial 

citizenship” which clears the relation of worker/employees to the firm. He said that 

worker‟s relationship with the firm is not technical or mechanical rather it is only 

social as the worker does not get the satisfaction of citizenship from his work as for 

him the only important thing is the salary/pay. Mostly, he does not know what he is 

doing or why. A person as a worker/employee works only for his living. 

 The new notion of social liabilities identifies the closeness of the relationships 

between the company and the society. This relationship must be observed by the top 
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managers while focusing the target of the firm to maintain the balance between the 

firms goals and stakeholders objectives (Walton, 1967). 

2.2. CORPORATE SOCIAL RESPONSIBILITY 

 

Expansion of business on an international level has not only introduced the new 

opportunities but it also highlighted the associated risks with the new opportunities. 

Business influence on the social, environmental, political and economic aspects 

increased and even some of the large corporations in the world have more economic 

power and budget than the sovereign countries. This has created a shift in case of 

responsibilities and expectations linked with the business toward the society. 

 (Jamali & Mirshak, 2007). 

This increase in responsibilities while maintaining the profit becomes a challenge for 

the organizations. Therefore, there is a need to develop and implement such business 

strategies which can manage these contradicting issues in good manner. The one 

possible way for linking of economic and social welfare is through the 

implementation of CSR activities in the business.  

Islamic view of CSR is another focus of this study which covers not only the 

conventional western humanistic approaches but also it sheds light on the holistic 

approach which is formed on the intergalactic spiritual view from the Qur‟an and 

Sunnah (sayings and practices of the Holy Prophet of Islam). This combination of 

humanitarian view with spiritual guidance is in fact, more enduring, eternal and 

absolute (Asif & Batool, 2017) 

2.3. Definition of Corporate Social Responsibility 

CSR has adequately accomplished the direction of scholars during the last few 

decades. Although number of researches has been published in different well reputed 
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journals regarding the CSR by well-known authors but still there is no consensus on 

any single definition of CSR.  

CSR measurement approaches faces the same issue which were evolved and espoused 

by various scholars. A number of explanation and measurement techniques have been 

introduced by the researchers.  In spite of such a huge work, still no explanation and 

measurement approaches have been considered the flawless because of the contextual 

nature CSR. Every tool used for CSR measurement has some limitations which 

become the base for the development of new measurement tool (Martı et al., 2013). 

Dusuki, (2008), Khurshid, (2014). Another aspect from Islamic point of view is the 

Islamic CSR, which is also required to be explained and measured based on the 

contextual nature of CSR and the associated Islamic instructions.  

Bowen (1953) is considered the first scholar who defined the CSR concept. Bowen 

(1953, p.6) asserts that  

 

According to Bowen CSR is rooted in the management of stakeholders in all concerns 

like legal, ethical and moral.  

World business council for sustainable development (2000) explained CSR as:  
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As CSR is ever-changing and increasing demand of the society with the passage of 

time is also a major reason for the lack of agreed explanation of CSR. Three approaches of 

CSR with different perspective to define CSR according to the business responsibilities are 

discussed here:  

i. Shareholder approach 

ii. Stakeholder approach 

iii. Societal approach 

Here, each approach will be discussed separately 

2.3.1. The societal approach: 

This approach supports the broader range of responsibilities of the firm 

towards the society. According to this approach business firms are an essential  part of 

the society so they must consider the social responsibilities as a part of their business. 

Business firms must participate for the betterment of those areas where they are 

generating their revenues and due to their business activities environment and general 

community is suffered as a whole. 

In this connection, David C Korten said: “during the last few decades, business 

has become the most powerful organization on the planet. The ruling organizations  in 

any area or society needs to take overall liability for the whole community...Every 

decision that is formed, every deed, must be perceive in the light of fulfilling that 

particular liability” (Marrewijk, 2002) 

2.3.2. Shareholder approach: 

This approach advocates for the main objective of the business firms. This 

approach is known as classical view of CSR which was pioneered by Milton 

Friedman. According to this approach the main purpose of the firm is to earn 
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something for their owners so it is the core responsibility of the buisness to fulfill this 

objective. There is no need to worry about the others and overlook the main objective. 

All other activities which contribute to the main objective i.e. profit can be considered 

but CSR and such type of activities are not the main concern of the buisness.  These 

activities only can be undertaken when they can contribute ot the main purpose of the 

business firm.In short, this approach is intended only to safeguard the shareholder‟s 

benefit (Friedman, 1970). 

2.3.3. Stakeholder Approach: 

This approach was presented by Freeman in 1984. According to this approach, 

the interest of the stakeholders must also be considered by the firms while 

safeguarding the shareholder's benefit. It does not mean that shareholders wealth 

should not be maximized rather it means that the stakeholder's interest must also be 

considered while taking any decision. This approach plays a role to balance between 

the shareholder‟s profit objective and stakeholder‟s interest in the in companies.  

But in 1979 Carroll most cited author and his CSR pyramid is considered the major 

contribution in the CSR definitions and has attained the full attention of scholars. 

Although Carrol model is not out of critic, we will look into the definition then we 

will discuss the critic as well (Peloza & Shang, 2011). 

As stated by  Carroll,(1979) 
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One  more enlarge description of Corporate Social Responsibility which was 

presented by Maignan (2014)  

Commission of the European Communities (CEC) explain CSR as: 

 

Commission also presented another definition which is:  

Above definitions from the European Commission set a responsibility level for the 

companies to contribute for the betterment of the society. In this way companies can 

also attempt  to position themselves among the socially responsible firms (Peloza & 

Shang, 2011). 

Other definition presented by Kok, wielded.et al. (2001), defined CSR as: 
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 (World Business Council for Sustainable Development, 2008). 

In short, according to the synthesis of the above CSR definitions it is the 

responsibility of a firm to take care for the  social betterment and well being  of the 

society. Environmental care and economic impacts on society as well as it must be 

responsible to the needs and requirements of its stakeholders like consumers, 

employees, shareholders/investors and the general sections. 

2.3.4. Historical background of CSR 

 

Corporate Social Responsibility in respect of business concern with the society 

can be traced back to centuries ago but written literature is available only in the 20
th

 

century. If we try to trace back the dawn of CSR mostly scholars agreed in the view 

that 1920 was the start of corporate social responsibility. In the 19
th

-century business 

corporations progressed rapidly in the United State of America as a business form of 

organization. The active participation of shareholders in an organization creates the 

demand for public policy matters like health and safety of workers(Crane et al., 2008). 

Corporations responded to social responsibilities in order to fulfil the legal as well as 

public policy. CSR started and continue to be a key in the fields of business in 

different countries like US, Europe, Canada etc. In the twentieth century, in the last 

two decades, CSR attains the attention of business experts and academic scholars. 
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2.4. CSR FROM 1920 TO 1948 

 

During 1920 business executives and owners started to participate in social 

issues especially to the community and saw the problems of society at large and issues 

of workers and employees as well to use their power and wealth to address them. 

For instance, Carnegie, JohnRockefeller and Henry Ford demonstrated CSR in 

different ways. Carnegie provides funds to libraries and Universities through his 

foundation. Rockefeller helped the University of Chicago in 1896 and in the education 

of Southern Negroes (Waldman, Siegel, & Javidan, 2006). Ford worked on the 

improvement of workers living standards by increasing their wages from $2.34 to 

$5.00 per day (Melero & Cegarra-navarro, 2016). 

1930 was the year in which businessmen tried to established different plans for their 

employees like pension, employee stock ownership, life insurance, unemployment 

funds and some limitation regarding working hours and wages (Font, Walmsley, 

Cogotti, McCombes, & Häusler, 2012).  

Kuhn and Sriver (1991) conducted a study and he found that the concept of Corporate 

Social Responsibility was also supported by unions outside and inside the 

organization especially in Rail and mining sector employee‟s efforts to criticize and 

change corporate policies. 

In 1930 the great depression contributed to this movement. In USA Roosevelt‟s new 

deal and in UK nationalization and regularization of post-war labour government later 

in 1948 the International Trade Organization. 

2.4.1. CSR from the 1960s onward 

 

Corporate Social Responsibility can be defined as, the contribution of the 

firms regarding social amelioration in different ways. An early conceptualization that 
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came from Carroll, (1991) Corporate Social Responsibility shows four dimensions 

which include the economic, lawful, ,oral and philanthropic dimensions of CSR. 

Economic responsibility is the foremost liability of the business in terms of a good 

return to investors or owners, fair compensation to the employees and fair prices to 

the customers. 

Legal responsibility means that business firms must operate in accordance with the 

prescribed boundaries of state law.  

Ethical responsibility of the business firm is that business must act what is expected 

by society to a business. Ethical responsibility includes all those activities that go 

beyond the law and regulations and considered good, just and fair for the betterment 

of the society.  

Globalization has accelerated the competition and influence of companies on the 

societies and cultures at a very high rate. Moreover, increase in the size of business, 

government role in the trade policies to attract investment, the develompment of 

global civil society activism and increase in the value and importance of intangible 

assets are the factors that have given importance to the corporate social responsibility.  

2.5. CORPORATE SOCIAL RESPONSIBILITY CONCEPT IN ISLAM 

Islam gives a faultless instruction in every field of life. Islamic guidelines cover all the 

aspects of human life which are not only concerned to the private life as well as the general 

community issues. The concept of social responsibility in Islam is built on individuals profit 

and an ideal life for all the stakeholders including society at large. In category social liability, 

it also presents all the expanses for a business which can influence the lives of residents of the 

specific zone. Islam has given fair instructions for allowed and forbidden activities  in 

individual life (Wan Jusoh, Ibrahim, & Napiah, 2015). Being a muslim businessman, it is 

clear that muslim trader is not only answerable to the society but He is also answerable to 
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Almighty Allah on the day of judgment. If the person incorporates in any action which can 

harm the lives of a specific zone, then he is responsible according to Islamic principles to 

compensate the damage caused by his actions directly or indirectly. Islam places great moral 

values in individuals   life. In simple words  it can be deduced  that “Islam is fundamentally  a 

complete moral code of conduct for all the aspects of human being life” (Belkacem, 2015a). 

Islamic corporate social responsibility (ICSR) discussion in literature was started with the 

discussion of business moral practices as CSR is mainly concerned to the ethical and moral 

aspects(Mohammed, 2007). In another study conducted by Khurshid, Al-Aali, Soliman, & 

Amin (2014)in which they attempt to evolve an “Islamic Corporate Social Responsibility 

Model”, these scholars  proposed  that religion effects the managerial decisions and also the  

person behavior  and preferences regarding  society. Some other researchers such  like 

Dusuki & Abdullah (2007), Yazis & Basah (2013), Mohammed (2007) and Farook, Hassan, 

& Lanis (2011) stated  that humans with religious concern have a different behavior regarding 

CSR than those having no such religious affiliation. Devout persons pay attention regarding 

their social liabilities than the others people. 

Various researches also demonstrated about the effects of religion on practical life and 

business practices. In such researches, it has been disclosed that religiosity component effects 

the moral value of CSR than non-religious components. Non-religious components are mostly 

concerned with the economic aspects of CSR. These things also discussed in the approved 

magazine “The Economist” (2005) that CSR is an attempt to prove that the functions of an 

institutions are on humanitarian grounds and the institutions are also socially responsible. 

Against this, pragmatically it can be wrapped all the struggle of profit and power. In Islam, 

business is viewed as hallowed trust for a manager who is supposed to be trustworthy. His 

honesty with owners, signing contracts and taking care of all the stakeholders.  
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Traditional CSR is built on theories which have origin from the western temporal worldview. 

It is affected by the materialistic and economic aspects of life rather than moral and spiritual 

aspects. for example, “Neoclassical theory of CSR” (Friedman, 1970) and 

“Strategic/Instrumental view of CSR” (Lantos, 2002) Islam presume a holistic method, the  

teachings of Islam are originated from divine revelation. It is understood that this source is 

permeant absolute and eternal. Hence, Islamic instructing principles are finer for 

organizations that may be faced struggles for their better performance and results both in 

business and social liabilities. 

2.6. Discussion of CSR in Quran and Hadith: 

The modern concept of CSR has been evolved in the west. This concept of CSR can 

be discussed in two different ways, the flourished values of a culture and the second side are 

the basis for these values and culture. The CSR concept in Islam is based on Yasawa 

(Worldview) and the corporate philosophy is totally originated from the two major sources 

i.e. Al-Qur‟an and Sunnah of Holy Prophet (PBUH). Here the difference comes as the 

western CSR base is western culture while the Islamic CSR base is Islamic values and 

principles(Suliman & Al, 2015;Wan Jusoh, Ibrahim, & Napiah, 2015;Farook et al., 2011a;Ali 

Aribi, Arun, Ali, & Thankom, 2014). Hence it becomes an obligation especially for those 

sectors or corporations which are following the Islamic guidelines and declared their system 

Islamic. 

In Islamic literature, the discussion and practice of CSR have begun to exist for the 

last 1400 years. Although there are no direct verses of Qur‟an and Hadith showing the CSR 

term but many verses and Hadith are available which impose and direct the individuals to 

tolerate and care the needs of other individuals. So all those individuals who come together 

for the formation of a corporate level organization have the liability to help the needy people 

in their jurisdiction and give benefits to the poor. Different Jurists like Shafi, Ahmad bin 
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Hanbal, Ibn-e-Hamid al Ghazali, Ibn al Faraj, Ibn Aljouzi are of the view that existence of 

corporate in the society occupied a position as fard-e-kifaya. Corporate such as foundations 

can take care of the interest of the large communities easily and in a better way as compared 

to the individuals. (IbnTaymiyyah,1314H). 

Furthermore, the obligation of society betterment on the shoulders of the corporate 

sector is not limited the human being, it also includes the natural surroundings. A human 

being is obligated to obey Allah‟s Laws as Allah Almighty is the creator of the universe. 

Allah says in the Qur‟an: 

 

In another verse Allah says: 

 

Being a Muslims, one has two tasks to perform: First one is to obey Allah and the second one 

is the fair (vicegerent) caliph. These two tasks must be in line and their relationship is not 

separate from each other. On the one side, Muslim has to worship Allah to get his blessing 

and willingness. Here the worship meaning has a broader sense according to Shari‟a. A 

person is also responsible along with the specific ritual piety addressed by the Islamic 

Shari‟a, to undertake the activities and actions in compliance with the Islamic Shari‟a for the 

welfare and benefit of the human being and nature as a whole with right intentions (El-

halaby, 2015, Meutia & Febrianti, 2009). 

This duty of vicegerent of Allah on earth imposed the responsibility to take care of the human 

relationship with each other and also a relationship with Allah Who is the creator of 

everything including the animals, plants and the environment. Here as a vicegerent or 

representative of Allah on earth, he is not free to do what he thinks right and just but he has to 
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look first towards the orders of Allah and then he has to decide within the described 

boundaries and authority delegated to him (Abual-A‟la al Maududi, nd:16-23). 

This as described in the Qur‟an, Allah says: 

 

Ibn-e-Kathir has explained this verse in the sense that human being position is just like 

executors to look after the overall betterment of natural life and all resources in order to make 

them available for future generations. This responsibility shifts from generation to generation 

for sustainable growth (Ibn Kathir, 1996:185) 

Allah says: 

 

From the above verses, it is obvious that those people who are bestowed by Allah on higher 

positions they are obliged to help those who are weak and needy in the society. CSR 

according to Islamic perspective is on one side is the obedience to Allah. against this, it is a 

liability to serve humankind as the Khalifa (vicegerent) of Allah on the earth.  

From an Islamic perspective, to achieve the will of Allah is possible through worship of Allah 

and as earlier discussed the worship does not confine only to the specific rituals but any 

activity or action with good intention for the well-being of society and general community 

including environment is considered worship. In contrast, if CSR is not undertaken by the 
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individual and corporate level will cause the wrath of Allah and also brings punishment. CSR 

activities not only strengthen the stakeholders and to preserve the natural environment but 

also it gives birth to pleasure and a source of strengthening the corporate and general 

community relationship. 

From the above discussion regarding the concept of CSR in Islam, now the discussion can be 

more focused on the different dimensions of CSR from an Islamic point of view. 

2.6.1. Islamic Economic Responsibilities 

 

According to CarrollCSR pyramid the Economic dimension of CSR was 

defined as follow: (1991: 40-42):  

 

Economic responsibility refers to the first responsibility and objective of any 

organization that it should be profitable and provide good jobs to their employees and 

also provide the best quality products keeping in view the society needs. As the 

entrepreneur establishes his/her organization for getting maximum profits that‟s why 

profit is the primary goal which every entrepreneur wants to achieve (Carroll, 1991). 

According to Islamic perspective, maximization of profit is permitted with some 

conditions like it should be without harming anyone and the way to earn profit must 

be Halal (permitted by Islamic sharia) which is the primary objective of Islam 

(Khurshid et al., 2014).  

In an organizational set up controlling the employee's productivity in a good manner 

or looking after the customer‟s complaints are also the example of such activities 

which signifies the economic responsibility. Economic responsibility further includes 
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the search for new resources and the latest technologies and to develop new product 

and services to facilitate the general community plus supplies of raw material. In 

economic responsibilities, organization contribution for the well-being of the society 

is by fulfilling these roles which ensure the survival and growth of the organization 

(Dusuki, 2008a). Furthermore, the business firms provide those goods and services 

which consumer needed and make some acceptable profits from those services and 

goods keeping in view the Shari‟a permissions. In economic responsibilities, the 

organization must maintain its strong position so that it can compete with its 

competitor for a long time and give its services to its customers. 

While earning through different available source one must consider as a Muslim that 

what the guidelines are provided by Allah in Qur‟an and his Holy Prophet (PBUH) 

regarding those activities. Allah says in Holy Quran

 

The above verses of Qur‟an prohibit to get the property of any person through illegal ways. 

This verse provides a safeguard for the poor and week people of society by prohibiting the 

rich and powerful people to occupy in a wrongful way.  

In another verse, the guideline regarding the measurement and weight of trading commodities 

has been given so that no one can violate the rights. 
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Allah says: 

In some verses rich people are advised and even warned to spend in the way of Allah means 

for the betterment of society and poor people Allah says: 

 

There is a complete guidance for signing trade agreements and lending of money for the 

proper and smooth relationship of partners and members of the society. Allah says: 

  

In another verse of Qur‟an emphasis has been given on the hard work for the betterment of 

this world and the life hereafter. This verse directs the members of the society to work their 

betterment as a person will get according to his efforts as begging is totally discouraged in 

Islam.  
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Now here there is need of some sayings of the Prophet (PBUH) so that all the matters can be 

clear in a proper way. 

 

All the above sayings of Prophet (PBUH) expressed the importance of right ways in earning 

and keeping in view the willingness of Allah. Truthful and trustworthy business have been 

appreciated and encouraged while the business engages in any type of illegal and harmful 

activities has been warned strictly. In another Hadees (saying of Prophet) the way to paradise 

(Janat) has been described in this way:  
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For future and forward contracts Islam has clearly mentioned the guidelines:  

 

 

 

 

2.6.2. Islamic Ethical Responsibilities 

 

 

While discussing the ethical responsibility of a business it normally seems as 

the whole CSR is covered under this dimension as it includes all those activities which 

are based on moral or ethical standards. Ethical standards are normally the 

expectations of the society which may or may not be covered by the state law. 

 Carroll, 1991 defined Ethical dimension as: 
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Most of the people do not understand the ethical responsibilities because they mix this 

with legal but Carroll, (1991) wrote this responsibility separately. Ethical 

responsibility covers those activities which are based on the expectations or accepted 

and prohibited behaviours by the society although the law does not say anything about 

it.  

Ethical responsibilities express those norms, values, believes, and activities which 

customers want and those activities are legal and not harmful to health and society as 

well (Adnan Khurshid et al., 2014) 

The major source of Islamic law Al-Quran‟ teaching never ignores the strong 

influence of an ethical relationship with business success and economic growth. Islam 

has prohibited all those sources which are considered unethical for earning which 

include the bribery, usurping the property of others, Fraudulent behavior, stealing, and 

robbery, Income from different prohibited sources of vulgarity, gambling, wine and its 

trading, interest. 

Allah said in the Qur‟an: 

 

In another verses direction for measurement and trading are given as under. 
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The value of morality for the economic prosperity of a business has been highly 

focused in Qur‟an and in the saying of Prophet (PBUH). Islam has given full attention 

to moral aspects while permitting the maximization of profit objective in business. 

Prophet Muhammad (PBUH) also endorsed this morality aspect of a business in His 

sayings: 

 

The above Hadith clearly mention the minimum remuneration and other benefits for a 

worker and for his family.  

 

For partnership business, the directions are given for the partners. 
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For the lender's ethical guidelines have been provided in this way:  

 

In another Hadith Prophet Muhammad (PBUH) ethical directions have been given for society 

members regardless of their religion, tribe and family setup. 

 

2.6.3. Stakeholder welfare responsibility 

 

Stakeholder welfare CSR responsibility refers to the well-being of society. Here the 

term welfare is about the voluntary contributions of the organization to the society 

which are beyond the economic, lawful and moral responsibilities. It can be 

interchangeably used for Philanthropic responsibilities but there is a difference 

between a Philanthropic and stakeholder welfare dimension. When the term 

philanthropic is used it gives the general meaning of welfare or well-being of society. 

But in case of stakeholder welfare, it not only gives the same sense of philanthropic 
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but also it gives a direction for contribution on the basis of stakeholder categorization 

i.e. primary and secondary stakeholders (Turker, 2009b). In Islam, the motivation for 

such contribution started for close relatives and neighbourhood than to the others. The 

same hierarchy can be applied to business firms. Business organizations must consider 

the primary stakeholder's well-being on a priority basis then the secondary stakeholder 

(Azrin, 2015). 

In a Hadith of the Prophet Muhammad (PBUH) 

 

According to this Hadees (Saying of Prophet) charity to the family has more value 

near to Allah then spending on others. It does not mean that all the spending should be 

spent on primary stakeholder but it should be on a need basis but start or preference 

should be given to the primary stakeholders. 
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The best example of this responsibility in Islamic perspective is Zakat which is given 

to the poor people (deserving) of the country and can balance the economy of the 

country by giving the Zakat (Khurshid et al., 2014). In this responsibility, 

management, employees or anyone from the organization participate voluntarily in 

those activities which are for the well-being of society (Carroll, 1991) such as 

charitable activities or start those organization which are non-profit such as any 

welfare organization. 

As a social welfare Islam highly encourages and promotes the habit of charity to 

needy and poor people through Sadaqa and welfare loans (Qard-e-Hasan). 

Allah says in al Qur‟an: 
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In this verse, responsibility has been imposed on all the Muslims for the help of needy 

people through charitable activities and donations. The concept of Qard-e-Hasan or 

welfare loan has been described in Al-Qur‟an as: 

 

This encouragement and motivation for benevolent loans have a double benefit for the 

individual and corporate level as this activity brings the positive image of the 

individual and corporate sector on the other side it is also a source of creating a new 

business network which definitely a source of maximization of profit. 

In another Hadith of Prophet Muhammad (PBUH):  

 

 

From the above Hadees, it is very clear that how much emphasis has been shown on 

the help of others which is a form of CSR and it shows that the concept of CSR has 

long existed in Islam. The saying and practices of Prophet (PBUH) become a source 

of reference for guidance to the next generations, known as Al-Sunnah. Both the 
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major sources of Islam Al-Qur‟an and Sunnah have been very harmonious for 

upholding the true justice in the society. 

Stakeholders include the employees and workers as well. The Global compact 

specially focus on employer‟s behavior and attitude towards their employees in the 

organization. Especially in case of remuneration and compensations and equal 

treatment. Islam emphasis on the justice and equality but also allows the hierarchies in 

management. The Prophet said 

 

Remuneration and wages to the labor must be paid in time after completion of 

specified work. This issue is also reinforced from the Hadees as well:   

 

 

Islam promote fair labour practices and also advice the worker to complete their task 

honestly. Workers should not be asked to do more work than their described 

responsibilities. Working environment and condition should be safe and hygienic. 

2.6.4. Islamic Environmental Responsibilities 

 

In today‟s world environment is also considered as a stakeholder for any organization 

and environmental issues are considered as a global issue. Therefore, every 

organization must prohibit all those activities which are harmful to the nature and 

society betterment. Organizations must focus on global environmental changes and 

their solutions. Environmental organizations (Corporate & Responsibility, 2009; 
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Mazurkiewicz, 2004) explain the environmental responsibilities of the company‟s 

activities, manufacturing products, and other facilities which are used by the 

organization. Environment sustainability also comes under social responsibility. Any 

business having an impact on the environment is responsible to ensure the 

environmental sustainability as stated in Al-Qur‟an  

 

Table 2. 1 CSR in QURAN & Hadees 

 

 

In the above verses and sayings of Holy Prophet (PBUH), the environment protection 

and sustainability have been described clearly. Every business activity must be in a 
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way which ensures the environmental sustainability in a good manner. Human being 

and environment both are very close to each other and both have a strong impact on 

each other which cannot be denied or separated. All the harmful activities especially 

environment points of view are prohibited in Islam as through this environmental 

sustainability can be guaranteed for the coming generations. 

United Nations started its concern a few decades ago to the environment but all its 

efforts are fruitless till now as it fails to build consensus has mixed. On the other side, 

Islam has imposed the responsibility on the human being as a Khalifa/vicegerent of 

Allah to safeguard the natural resources and environment. Due to this status, the man 

is responsible and answerable to Allah in this regard. If he succeeded, he will be 

rewarded on the other hand in case of failure he will be punished by Allah on the Day 

of Judgment. 

Table 2. 2 References from Qur’an and Hadees 

Qur’ān and Hadees  

         

Corporate 

practice 

CSR 

practice 

 

 

Fair 

treatment; 

equal 

opportunity 

and training 

& 

development 

 

Stakeholder 

welfare 
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of 

employees 

 

 

Ethical 

dealing with 

a debtor in a 

difficult 

situation. 

 

Stakeholder 

Welfare 

 

 The Prophet (PBUH) said 

 

 

Quality of 

product; 

honesty  

and 

transparency 

of 

Stakeholder 

Welfare 
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Source: (Ali Aribi, Zakaria and Arun, 2014) 

 

 

 

 The Prophet Muhammad (PBUH) said: 

 

transactions 

 

 

 

Socio-

economic 

justice 

Stakeholder 

Welfare 
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2.7. Studies on Islamic CSR 

Different scholars Ekawati (2004), Mohammed, (2007), Abdullah, (2007); Dusuki 

(2008), Zinkin and William (2010), Aribi, Ali, & Thankom, (2014) tried to identify and reveal 

the concept of CSR from Islamic guidelines and also they tried to explore the values of 

equating the ICSR with the conventional CSR. 

 In Indonesia, the Ekawati (2004) tried to explain the Islamic CSR concept only by 

describing the community development undertaken by the corporate sector utilizing the Zakat 

practice. Zakat which has the same objective in line with CSR. 

 Her study is limited and unable to explain the broad dimensions of ICSR as only one aspect of 

zakat has been discussed while the other teaching regarding CSR has been ignored. 

Another study conducted by Mohammed (2007) to explore the Corporate Social Responsibility 

philosophy of Islam. According to his study, ICSR is based on four fundemental  

pillars/principles which are unity, justice, freewill and liability. This study can be considered 

the foundation study of ICSR paradigm. 

Dusuki, (2008) in his study tried to explore the CSR basis in Islam and according to his study 

ICSR is based on “Kalifa” and “Taqwa paradigm”. Here the Khalifa (viceregency) means that 

human being is representative of Allah on the earth and is responsible for the protection and 

welfare of all including nature and environment. 

A person or group of persons doing business on any level whether small or corporate level to 

undertake business activities keeping in view the laws of Allah. Corporate sector on one side 

tries to maximize the profit for the shareholders and on the other side it struggles to sustain, 

protect and develop the economic resources for the general community, engage in the good 

environmental practices to safeguard the environment, donations for the welfare purposes and 

avoiding the prohibited activities only to seek the pleasure of Allah. The base for all these is 

only that humanbeing are the the Khalifa of Allah on Earth (Dusuki & Yusof, 2008).  
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The second base is the Taqwa(piety) which means that mankind role in this world must be in 

accordance to the Shari‟a which demands that material well-being must be integrated with the 

moral and spiritual values in order to ensure the prosperity of this worldly life as well the life 

hereafter. This concept of Taqwa provide a base for the value system of social life and clarifies 

the mankind relation to Allah as well to the other creations and environment. On the basis of 

this, a Godly paradigm produces which allows and maintain human dignity, rights and 

responsibilities of every individual, belief system and justice. 

Both the studies conducted by Mohammed (2007)  and Dusuki (2008) provide a base for 

future research to identify the dimensions of Islamic CSR as both the studies could not cover 

the framework of ICSR in practice by the corporate practically. But here Taqwa and freewill 

are the effects, not the principles which arise on the application of Islamic Shari‟a principles 

like Unity, Justice and Caliphate. In short, their study lacks to provide a clear picture on the 

bases of Islamic principles. 

Moreover, both the researchers did not estimate  the concept of ICSR in line between theory 

and its implementation through quantitive techniques and approaches. 

Furthermore, Abdullah (2007) discussed the two approaches in his research i.e. maqasid-e- 

shari‟a and Maslaha. On the basis of these two approaches, the researcher divided the CSR 

practices into three categories. These categories include essentials which are called 

dhururiyyah, the second category is necessary which are called Hajiyyah and the last category 

is luxury which is called jahiliyyah. These categories can be used by the corporate level 

management while implementing the CSR, taking into consideration the facts and conflicts of 

interest which may emerge from the stakeholders of the firm. 

Williams and Zinkin, (2010) conducted a research and the results were totally in conflict with 

the results of the Mohammed (2007)and Dusuki & Yusof (2008). He proved that the there is 

no fundamental difference between the Islamic CSR and UN Global Compact concept of CSR. 
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Here the Williams & Zinkin, (2010) erroneously reviewed the basis of Islamic CSR as Islam 

does not focus only the economic benefit but also it looks on the spiritual side which has been 

ignored by the author in his study. In Islam, a clear line of demarcation is available between 

the permitted and prohibited activities. The philosophy of Islam regarding the business is 

different from the conventional western based system as well as the philosophy of CSR is also 

based on Al Qur'an and Al-Sunnah which gives full direction to the Taqwa paradigm and 

accountability concept of the hereafter. 

While practising the CSR in the corporate sector like Islamic banks Islamic philosophy must 

be understood. ICSR must be in compliance with the principles and value system provided by 

Al Qur‟an and Al-Sunnah.  

It will be a little bit earlier to identify the ICSR dimensions here but it can be categorized into 

three major responsibilities which can lead or become the base for the dimension identification 

of ICSR. The first thing to consider is the relationship of responsibility to Allah and the second 

responsibility is towards the human being and the last responsibility is towards the 

environmental care.  

Here, Islamic banking is a sector which claims that their system is according to Islamic 

Shari‟a. It becomes very necessary for Islamic financial institutions to adopt the CSR activities 

according to the teachings of Islam. 
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  2.8. THEORIES UNDERPINNED THIS CONCEPT. 

2.8.1. The Stakeholder Theory 

 

The foremost duty of the organization is to look after the interest of the 

shareholders but the stakeholder theory provided a very different approach. According 

to this theory, there are parties which directly or indirectly influence the organization. 

These groups involve the customers, suppliers, government agencies, environment and 

even competitors. This theory is not only famous for business ethics but also for 

corporate social responsibility framework. It has been used in ISO 26000 and GRI 

(Global Reporting Initiative). Stakeholder analysis is important to check for the 

performance of the firm as many studies have considered this approach to check the 

performance (Jamali, 2008, Martı et al., 2013, Figar & Figar, 2011). 

Discussion on stakeholder theory in the literature is available in three different 

ways: descriptive, instrumental and normative. In a descriptive approach, this theory 

was discussed to explain the actual organizational behaviour with its stakeholders. 

While the instrumental approach discussed the impact of stakeholders on corporate 

effectiveness. According to this view, the firm performance encompasses more than the 

financial performance of the firm alone. Here, the firm‟s ability becomes a challenge to 

manage the expectations of different stakeholder in effective and efficient manners. 

Different scholars have conducted studies just to check and analyze the correlation 

between the stakeholder approach and firm performance. 

In a normative approach, the stakeholder theory provides a different view by avoiding 

the scientific test and hypotheses, this approach focuses the normative issues. This 

view focusses the moral behaviour and philosophical guidelines for the organizational 

a stakeholder context that a firm “ought to”. This view obligates the organization for 

the best interest of the stakeholders for example product should be safe for use for the 
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customer is a demand from this approach and work environment should be hygienic 

and healthy is a demand for employee (Barakat, Isabella, Boaventura, & Mazzon, 

2016)  

2.8.2. The Social Contract Theory 

 

Social contract theory refers to building up a relation of the corporation to the 

society.  

It mainly focuses the indirect responsibilities/obligations of the firm to society 

and resembles the “social contract” between citizens and firms (Steidlmeier 1992). 

The best overview of this ideology was provided by Shocker and Sethi in 1973 as: 

 

This view gives the direction towards the equal partnership of business and society 

with a set of rights and reciprocal responsibilities. Upon fulfilling these responsibilities 

one commercial benefit can be attained that is the best reputation in the eye of the 

general community. 

2.8.3. The Legitimacy Theory 

 

The legitimacy theory present regarding CSR can be the response to different 

environmental pressure from social, social and political forces. This theory states that 

business firms must undertake various social responsibilities for those groups from 

whom they derive their power in order to survive and continuous growth. These 

responsibilities include the social, economic and political benefits. 
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The exponent of this theory also assert that for institutions development it is very 

crucial to balance between a firm‟s deed and viewpoint of the society. The views of the 

society towards company is not good, so the survival of the organization may be 

jeopardized if it is discerned as breaching its „social contract‟ as discussed above. In 

simple words, it can be presumed that if society is not pleased with the business firm 

because of its illegitimate or unsatisfactory business practices, society will cancel the 

organization‟s „contract‟ to stop its operations (Sethi, 1975; Boartright, 1993) 

2.8.4 Stakeholder Identification of Islamic banks: 

 

Different researchers like Freeman (1984), Clarkson (1995), Donaldson and 

Preston (1995), and Mitchell, Agle et al. (1997), have presented a framework for the 

identification of the stakeholders of an organization. According to this framework, 

three key factors are important while deciding the stakeholders of an organization. 

These factors are urgency, legitimacy and power. These are the attributes upon which 

one can decide that how the organization should deal with the varying expectations of 

different stakeholder.   

While discussing the composition of stakeholders Ince (1998) asserts that 

stakeholder groups may vary from one sector to another sector and from one industry 

to another industry. That‟s why different organizations have to face different 

challenges and degree of risk. Hence, a firm from the financial sector has a different 

composition of stakeholders as compared to the other sectors due to the degree of 

urgency, legitimacy and power. These degrees are also reflected through its 

philosophies underlying its operation, business structure and characteristics. 
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2.9 CSR AROUND THE WORLD 

This section consist the literature on the Corporate Social Responsibility around the 

world. Qu, Riliang(2007) investigated the corporate social responsibility in China, 

concentrating on the reports and the website conclusion was that Asian retailers gave less 

preference to the CSR as compared to Chinese retailers and western. Chinese retailers seemed 

upward consideration towards the CSR. 

Mezgobo (2013) has highlighted the nature of Corporate Social Responsibility and hurdles of 

CSR in Ethiopia and compared Ethiopian CSR context with worldwide developed countries 

CSR. Carroll‟s CSR pyramid has been employed in empirical findings. This qualitative 

research concluded that legal and ethical responsibilities were least practice in Ethiopian 

businesses because of low economic development and not obeying rule of law, hard work 

should be needed in improving the lawful infrastructure, good governance and ethical 

standards. 

Sheth and Babiak (2010) investigated the point of views and practices of corporate social 

responsibility in the professional sports industry and concluded that according to Carroll‟s 

factor of CSR and stated that sports industry was more involved in the philanthropic 

responsibilities and then in ethical responsibilities followed by legal while economic 

responsibility came at the last. The relationship of CSR and earning quality was identified and 

it was concluded that there is a negative association between the CSR and earning quality (Z, 

2014). Similarly, in the same year, Singh (2014) illustrates the change of the philanthropy 

towards CSR and also focused on the rationale behind making CSR compulsory by the 

business organizations in India. Findings revealed that in coming decades the CSR will be the 

major term for the business, there will be no choice other than CSR to make the relationship 

with the society. In order to make it mandatory Government of India should compensate with 

the business entities in taxes and the policies that they implement. 
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2.10. CSR IN DIFFERENT SECTORS OF PAKISTAN 

This section includes relevant material regarding CSR from the context of Pakistan. 

Ali, Rehman, and Ali (2010) focused on employee perception on CSR in the organization, the 

effect of CSR activities on employee commitment and the effect of CSR on organization 

performance. The study incorporated the corporate CSR, employee commitment and firm 

performance in a single model and concluded that there is a positive impact of CSR on 

employee commitment and organization performance. 

Influence of corporate social responsibility on customer retention in the cellular industry of 

Pakistan investigated the effect of CSR on consumer purchase intention, the relationship 

between service quality and customer pleasure, higher satisfaction leading regarding higher 

purchase intention and higher purchase intention lead to higher customer retention. The 

findings illustrated that customer pay more attention to pricing strategy and quality rather than 

CSR activities (Ali, 2010). 

Imran Ali (2011) conducted study to chek impact of CSR activities on the purchase decision of 

the customers. In findings it was concluded that organization reputation and customer purchase 

intentions has a strong positive effect of CSR on building the corporate reputation of a good 

and evolving customer purchase intentions. 

Iqbal, Ahmad, Basheer and Nadeem (2012) in their study focused on the relationship among 

CSR and different other variables which includes Financial Performance, the market value of 

the share and Financial Leverage. However, finding describe that CSR impact on the financial 

performance  was nothing but on the other side CSR has negative influence on the share‟s 

market value and no connection to Debt or equity of the firm. 

Khan, Majid, Yasir and Arshad (2013) investigated the association between the CSR and the 

corporate reputation. The finding shows a strong positive relationship between corporate 

reputation with all four CSR dimensions. 
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Javed, Saeed, Lodhi, Uz and Malik (2013) conducted study and concluded that the economic 

and legal responsibilities have a positive while ethical and discretionary responsibilities have a 

negative relationship with organization‟s financial performance of the firm. 

Safi and Ramay (2013) in their study checked the effect of CSR on buying behaviour and 

explore whether consumers think of the organization‟s CSR before buying something. 

Consumers of Pakistan gave more priority to the economic and then to philanthropic. 

Khan, Zahoor and Irum (2014) investigated the connection between CSR and employees 

behaviour in Telecom Sector of Pakistan. The finding of the study revealed that there is a 

positive impact of CSR on OCB while the negative influence on employee turnover intention. 

 Khan, Baig, Awan and Ullah (2014) investigated the customer of banking sector perceptions 

towards the CSR initiative. The finding concluded that customers were in favour of the CSR. 

This systematic literature presents the concept and theories of the CSR in Pakistan and as well 

as other countries of the world which will help to further explain and understand the research 

objective of this study. 

2.11. History of Islamic Banking& Finance throughout the World 

2.11.1. Overview 

  Islamic banking is an emerging sector in the financial sector of the world and in 

a short time it has gained wide acceptance among the Muslim‟s community and also the Non-

Muslims throughout the world. Islamic banking is one of the major sectors of the four sectors 

of Islamic finance. Some more sectors of Islamic finance contain sukuk (bonds), fund, justice, 

and Takaful (Insurance). Islamic banking has 75% of Islamic financial assets under 

management due to which it is dominant (Dubai Islamic Bank, 2017a: 38). Islamic finance 

industry in Gulf Cooperation Council (GCC) is comprised of $922 billion, in south-east Asia 

$473 billion and in Middle East countries (Excluding GCC) $ 453 billion.  
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In Europe, America and other Non-Muslim countries the Islamic banking existence is at a 

marginal level (IFSB: 2017, DIB: 2017a). 

 

Number of Islamic Funds Domiciled by Country at the end of 2017 

 

Islamic Finance Country Rankings 

2.11.2. Overall Growth 

According to the specialist‟s believes about the growth of an Islamic finance, 

they estimate a deceleration in the development of the organization, reduce in 

profitability, and power decline of Islamic assets‟ quality, at least in a small stint.  

Dubai Islamic Bank (DIB) has amended its 2016 forecast for Islamic finance industry 

development to be worth between $3 trillion and $4.4 trillion by 2020. This forecast is 

amended from the forgoing forecast of between $3.2 trillion and $4.6 trillion. (Dubai 

Islamic Bank, 2018a: 39-42). Islamic banks, mainly in GCC, are anticipated to be 

influenced by this forecast deceleration, with profitability deteriorating because of 

increasing costs of funding and risk (S&P, 2018). Dubai Islamic bank at the same 

moment is expecting that this slower pace of growth will accelerate in the upcoming 

years. (Dubai Islamic Bank, 2018a: 39-42).  
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2.12. ISLAMIC BANKING STATUS: 

2.12.1 History of Islamic Banking in Pakistan 

 

At the time of independence of Pakistan in 1947, the new government was 

facing multiple challenges. Among all other challenges, the most important was the 

foundation of central bank and establishment of commercial banking network. Islamic 

banking at that time was not in practice in the Muslim world. The same commercial 

banking system was adopted along with the same service structure as it was in practice 

in undivided India. As the commercial banking involved interest-based activities which 

are not permitted in Islamic Shari‟a. Due to this reason, the founder of Pakistan Quaid-

e-Azam Muhammad Ali Jinnah on 1
st
 July 1948, at the inauguration ceremony of State 

bank of Pakistan, showed his interest for the Islamization of banking system in 

Pakistan. Later on, in 1970s State bank of Pakistan according to the 1970
th

 constitution 

Figure  8 :  Global Islamic Finance Assets by Sector Growth  (2012 - 2018) ( USD billion )  
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started to struggle to remove the interest factor from the conventional banking by 

converting them into Islamic banks.  

Serious steps were taken in the 1980s by introducing different modes of Islamic 

finance. Islamic Ideology council plays its role and different reforms were proposed 

and implemented to remove the interest from the commercial banks. Although these 

reforms were then criticized by the scholars and fail to get the full attention of the 

general public, however, these reforms become a reference for the other countries to 

start an interest-free system. Egypt was the first country in 1963 to start interest-free 

banking system later on different other countries also join this race and now throughout 

the world Islamic banking is getting popularity on the huge level (Belkacem, 2015a). 

 At that time Islamic banking was not so famous as it is now in the twentieth 

century and due to conflict of opinions among the religious scholars that system failed 

to acquire the maximum acceptance among the general public. In 1999 struggle for 

Islamic banking started once again and this time the state bank issued the first license 

to Meezan bank as full-fledged Islamic bank in 2001. Islamic banking division of State 

bank was authorized to look after the new system and provide assistance and support 

for the smooth operation specially to acquire the general public trust and acceptance for 

the new Islamic banking network.  

Now after 17 years of efforts the Islamic banking has the account value of 

approximately 500 billion dollars. The growth rate of Islamic banking is about 11-15%.  

2.12.2. A network of Islamic Banks in Pakistan 

 

 Overall structure of Islamic banking industry in Pakistan consists of total 21 

Islamic banking organization. These IBI‟s included all the full-fledged Islamic banks 

as well as branch network of conventional banks providing Islamic banking services. 
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Full-fledged Islamic banks are 5 and 16 conventional banks having standalone Islamic 

banking branches by 2017. 

The following table shows the overall Islamic bank's branch network growth 

from 2010 to 2017. 

 

Source: Islamic Banking Bulletin, www.sbp.org.pk 

The above table shows the branch network growth during last 7 years. Here, in 

2010 the total branches of full-fledged Islamic banks and windows were 751 

which increases in next years and now in December 2017 only in 7 years, it 

reaches the total of 2581.  

2.12.3. Industry Progress and Market Share and Growth 

 

Independence of Pakistan was in the name of Islam. In other words, Islam was the base 

for the formation of an independent and separate state inside the Sub-Continent. 

Forbidding of Riba in Islam is clear and as a Muslim state, it becomes the constitutional 

liability of the state to abolish Riba as soon as possible because the constitutions of 

Pakistan have incorporated, inside the concepts of strategy, the abolishment of Riba as 

an essential motive for the State policy. Founder of Pakistan Quaid-e-Azam Muhammad 

Ali Jinnah, at the event of the inauguration of the State Bank of Pakistan on 1
st
 July 

1948, had instructed the research department of State bank of Pakistan to evolve an 

Islamic economic system. Islamic banking in Pakistan is the response for the religious 
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and economic requirement. The efforts for this system were  

started in the 1970s to eliminate Riba from the commercial banking and setup an 

interest-free banking system throughout the country but the remarkable t and pragmatic 

step were taken during 1980s(S. Ali & Farrukh, 2013). During these years other Muslim 

countries in the world had also started the struggle for the development of the Islamic 

banking system as an alternative to the conventional interest-based system. The first 

bank was started in Egypt in 1963. Pakistan joins these efforts and started national level 

struggle. The first full-fledged Islamic bank started in 2000 in the name of Meezan 

bank(Shah, Niazi, et al., 2016). 

State Bank Pakistan as a regulatory body of banking system allowed the Islamic 

banks for all those products which were according to Islam and state law. For 

Islamic banks, new regulations with the separate department in State Bank were 

prepared to prescribe the Islamic modes of financing, profit distribution, a 

mechanism for deposits etc. 

At that time in the mid-80s, the proposed model for the evaluation of Islamic 

banking in the country was a notable step. All the efforts and practical steps 

which were undertaken during that time for the Islamize the economy are 

considered as pioneering work throughout the Muslim world and has become the 

essential reference material for other countries which undertook the steps toward 

the introduction of Islamic banking in their countries. 

Federal Shariat Court (FSC) of Pakistan declare this whole procedure un-Islamic 

in November 1991 as the system was based mainly  on markup techniques with 

or without the buy-back arrangement (Durrani, 2006). In 2001 President of 

Pakistan chaired a meeting with the officials of the ministry of finance and law to 
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decide the removal of Interest from the economy, especially from the banking 

sector, Governor of state bank of Pakistan and some members of Islamic 

Ideology council, were also present. It was planned to shift the system towards 

interest-free economy would be gradual and phased basis to avoid any panic and 

discripencies. 

It was also decided that the State Bank of Pakistan would provide three 

institutional options. These options include: All the conventional banks will have 

to establish totally separate subsidiaries to conduct transactions according to 

Islamic Law. Conventional banks Specific branches which exclusively deal in 

Islamic products. These branches will ensure the integrity and purity of Islamic 

banking operations, New full-fledged Islamic commercial bank which can 

exclusively carry out banking business. 

As stated by State Bank of Pakistan (SBP), Islamic Banking Bulletin issued, assets of 

IBI witnessed some 8 percent growth or Rs 150 billion increased during the quarter 

April to June 2017. Overall, assets of IBI reached Rs 2.035 trillion at the end of June 

2017 compared to Rs 1.885 trillion in March 2017. Year-on-year basis, total assets of 

IBI posted a growth of 16.6 per cent as total assets stood at Rs 1.745 trillion in June 

2016. On the funding side, deposits of IBI rose by Rs 156 billion during the quarter 

under review to reach Rs 1.720 trillion compared to Rs 1.564 trillion in the previous 

quarter (Islamic banking bulletins, org.pk,2017). 

Market Share 

Assets and deposits of Islamic banking sector in percentage share of the market was 

(11.6) percent and (13.70 percent, particularly by End-June, 2017 in the overall 

banking industry. After-tax profit of the Islamic banking sector was Rs 8.8 billion by 

End-June, 2017 which is higher than Rs.6.1 billion in the same quarter of last year. 
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Return on Assets (ROA) and Return on Equity (ROE) also shows betterment in the 

current quarter under review and were recorded at 0.9 percent and 13.8 percent, 

respectively. 

2.13. CSR IN ISLAMIC BANKING 

The purpose of Islamic banking is to provide all those services which are provided by 

conventional banks without interest. As Islamic banking is based on Islamic guidelines, so 

they must have strong binding with the society welfare. Their responsibilities include 

establishing a clear distribution of income, justice in the economy and well-organized capital 

mobilization. In order to fulfil these responsibilities, Islamic banks will have to show a strong 

basic sense of social responsibility regarding society. Dusuki and Abdullah (2007) proposed 

that Islamic banking rests on three important philosophies. On the basis of these philosophies, 

Islamic banks can be distinguished from the conventional banks. First thing is that Islamic 

banking must strive for a just, fair and equitable society based on Islamic economics. 

Secondly, the Islamic banking system is founded on the essence of brotherhood and 

cooperation. 

 Third, Islamic banking is embedded in the social and moral framework of the Islamic 

law (Shari‟a) and social commitments. 

Hassan, Salma and Latiff (2009) mentioned in their study that one of the Islamic 

banking missions is to facilitate the general community for the initiation of Islamic society and 

to make a deepening of the devout spirit in general public. They concluded that Islamic banks 

are more responsible towards the society as compared to the conventional banks as they are 

based on Islamic principles. Their responsibility is based on the following three main reasons: 

1. As the humans and institutions are viceregency role in the society on the basis of 

Islamic principles, Islamic banks are not free to act freely, they have to amalgamate 

social responsibility in their activities. 
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2. Islamic banks are based on trade activities and discourage the interest-based 

financing, so to promote trade Islamic banks have to provide the financing facilities 

without interest to the talented and expert people and this will strengthen the 

economic foundations of the society as a whole. 

3. Islamic banks are also liable to make harmony in the society which is formed on 

the Islamic principles of sharing and caring. This will lead towards achievement of 

financial, economic and political solidity. 

Operations of Islamic banks are restricted as compared to the conventional banks 

because conventional banks are bound to follow only the state law and there is no 

influence of religion on their activities. Whereas the Islamic banks not only have to 

comply with the legislation but also their activities must be compliant with the 

Islamic Shari‟a. Any activity prohibited by Islam and permitted by the state law 

cannot become the part of Islamic banks. It means that Islamic banks are more 

sensitive in the case of transactions as compared to the conventional banks. All 

those activities which can harm the nature or environment or lead towards the 

violation of human rights cannot be entertained by the Islamic banks. (Sayd, 

Hassan, & Roman, 2011) 

Financing to the restricted area by Islamic Shari‟a cannot be considered by Islamic 

banks for financing purpose due to Shari‟a restrictions. These sectors may involve in 

the business of the pornography, tobacco, gambling and alcoholic liquor (Jusoh, 

Ibrahim, Napiah, et al., 2015). Islamic banks are assumed to be more sensitive in the 

case of social responsibility as a Shari‟a objective is to promote social welfare.so 

Islamic banks must Align their decisions and actions consciously under the umbrella of 

Islamic Law (Shari‟a).  
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CSR itself provide the Islamic values such as the involvement in the society, value 

human rights, and practices and environmental impact, as evolved by the Accounting 

and Auditing Organization for Islamic Financial Institutions (AAOIFI). However, an 

understanding of the CSR program should be continuously ameliorated to avoid 

misinterpretations among Islamic banks and customers. 

2.14. CORPORATE SOCIAL RESPONSIBILITY MEASUREMENT: 

The Corporate Social responsibility term has obtained expanded acceptability in the 

advanced countries. Different scholars have conducted researches on measurement of 

CSR and its impact on various sectors but still there is a need to conduct research for 

the different sectors. Specially in underdeveloped countries like Pakistan, researchers 

have started studding the impact of different sectors and measurement of perception of 

the stakeholders of various sectors. So much work on this has been done but still, 

ambiguity persists mostly due to the contextual nature of this concept. These things 

also occurring to the estimation of CSR methodologies. Many CSR measurement 

techniques  have been evolved  and followed  by scholars  but still, no approach is 

viewed as  the ideal one (Dusuki & Yusof, 2008). From to the analysis of the literature, 

it has clear that in underdeveloped countries like Pakistan, still there is a need for 

proper measurement scale for various sectors to assess the Social responsibility 

associated activities of the companies in Pakistan‟s context. Moreover, in Pakistan, 

Corporate Social Responsibility of Islamic banking is the most important area which 

need the attention of academicians to focus this issue for their research. Up to the 

knowledge of the scholar, there is no such scale development study of ICSR is 

available in Pakistan to measure the perception of stakeholders of Islamic banking 

sector. 
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2.14.1. Measurement scales and their limitations: 

Carroll (1991), “CSR measurement is a crucial topic and measurement of CSR is also 

an important aspect to be covered.The important  question is regarding the availability 

and development of valid and reliable measure. Adrian & Zehrer (2016) claim that 

“Corporate Social Responsibility has a powerful contextual principle, that‟s why the 

same thing occur here as in case of explaining CSR”. Many measurement techniques 

are available to measure the CSR but no one technique is still considered perfect in all 

aspects. The main reason is the contextual nature of the term.  

Martínez, Pérez, Rodríguez, et al., (2013) and Isabelle Maignan (2014) in their studies 

discussed that all the measurement approaches expounded  in various studies can be 

categorized  into 3 main approaches these are: 

a. Expert Assessment: 

This approach claims that data was gathered from the organization and business 

specialist in the community. Many scholars  have utilized the well-known index and 

databases for estimating corporate social responsibility (Tsoi, 2010). By these indices, 

managers are needed to access the organizations where they are socially liable to the 

community  and overall environment (Maignan & Ferrell, 1999). 

b. Indicators or reputation indices: 

The 2
nd

 category for estimating corporate social responsibility is by single or 

multiple indicators. A number of  scholars have utilized some objective indicators to 

ignore the subjectivity intrinsic  in the assessment  of specialist . Bragdon & Marlin 

(1972) published research work in 1972 they utilized  a contamination  control index. 

Council of Economic priorities. Against this , some researchers  have viewed  

Corporate Criminality as an indicator of corporate social responsibility (Davenport, 

2000). Various well-known databases have been utilized like Fortune‟s reputation 
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index, Kinder, Lydenberg and Domini (KLD), Canadian Social Investment Database 

(CSID). “The Fortune index evaluate a firm‟s socially liable actions. KLD accessed  

organizations formed on  nine ascribes  of social responsibility these are : employee 

relationship, general public relationship, society, army contracting, atomic power, 

product, treatment of women and minorities and South African entanglement  

(Maignan &Ferrell, 2000, Turker, 2009). All these indices are utilized  to evolve  new 

scale but have some boundaries  as the things are not constructed on theoretical 

arguments and do not present CSR dimensions i.e. economic, legal, moral and 

humanitarian.  Brown & Dacin (1997) gathered four estimates of corporate social 

responsibility: 

i. The Fortune reputation index 

ii. The KLD index 

iii. The Toxic Release Inventory (TRI) and 

iv. The Ranking provided in the Directory of Corporate Philanthropy. 

c. Survey of Management: 

In the 3rd approach , most of researchers, like, Aupperle, Carroll, & Hatfield 

(1985) asked from the respondents. In this procedure, 20 statements were given to 

respondents to show their agreement or disagreement level associated to the social 

responsibilities of an organization or business firm. As stated by these researchers, 

response of respondents was depicting the involvement of CSR manifest by the 

organizations. The rest  survey have also concentrate on corporate attitudes(Vitell, 

Rallapalli & Kraft, 1996; Singhapakdi, et al, 1994). 

The major boundaries of these Indices are  that, the used dimensions are not dependent  

on theoretical arguments and their assessment  range is also limited(Isabelle Maignan, 

2001a). 
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d. Single and Multiple Issue indicators: 

The 3
rd

 approach, utilize single and also multiple dimension scales for 

estimation of CSR. Single dimension has been utilized as an indicator of contamination 

control rate and corporate crimes rate. On the other hand, the multiple dimension 

prevails over the boundaries of uni-dimensional indices. (Sharfman, 1996).  All pf the 

dimensions cannot be wrapped by one multiple dimension. Against this, the 

respondent‟s answers was another great issue in the matter of multiple dimensional 

indicators, because of unfamiliar  on few dimensions and time accessibility (Moisescu, 

2015). 

e. Content analysis: 

 The Content analysis is most commonly utilized procedure in the literature 

now a days. As organizations are concentrating to revealing their social responsibility 

performance of the general public by various sources, their information is easily 

reachable. one issue here  is the dissimilarity  between the real and reported 

performance  in some instance (Clarkson, 1995). mainly it has been observed in 

various studies that annual reports manifest the notable contribution of the 

organizations in the social welfare. 

f. Survey of Managers: 

Firm‟s managers, employee‟s  and director‟s interviews is another approach for 

the estimation of CSR (Webb, Mohr, & Harris, 2008). An essential point to be 

concentrated in this, that the dedication and point of views of the firm‟s members or 

people might mislead. So it is not possible for the researchers to  assess the social 

responsibility performance acquire by the organizations(Jamali, 2008). Through this 
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procedure manager‟s views of Corporate Social Responsibility can be concentrated but 

the companies‟ attitude cannot be revealed. 

other techniques utilized  by researchers  is to estimate the views of CSR practically 

applied by the people. Avetisyan & Ferrary (2013) utilized this procedure to estimate 

the views of stakeholders about Corporate Social Responsibility. This procedure was 

suitable  when the examination is dependent upon the interest groups, as in other 

measurement techniques, the existed aspects that may not be accessed  by the 

customers to obtain and store knowledge regarding Corporate Social Responsibility 

(Ansari, 2001)..3 

g. Measurement Models: 

Most magnificent advancement  among  the academic side in this categories  

are models of corporate associations (Brown & Dacin, 1997) and the pyramid 

developed by  Carroll (1979). All such type of models were based on theory of interest 

groups. Clarkson (1995); Herpen and Meulenberg, (2003); Decker (2004); Maignan 

and Ferrell(1999); Isabelle Maignan (2001);  Karvonen & Phan, (2003). All the models 

coincide in focusing the views of Corporate Social Responsibility as a 

multidimensional construct.  

Carroll presented a CSR model in 1979, then repeated in 1991 and once revised in 

1999. This model has been approved and utilized as a multidimensional model by 

various scholars in their researches for estimation of CSR. theoretical and empirical 

type studies have utilized this model. De Los Salmones, et al, (2005);I. F. Maignan, 

(2000);Isabelle Maignan, (2001b);Isabelle Maignan & Ethics (2014). 

As claimed by Carroll (1991), Corporate Social Responsibility comprises liabilities of 

a company regarding community  in four manners. These contain the i) economic 
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responsibility, ii) legal responsibility, iii) ethical responsibility and iv) philanthropic or 

discretionary expectations from firms. These corelated dimensions of corporate social 

responsibility discusses that a company must be beneficial and that the management 

must be appreciated for their competency and effectiveness in the production and sale 

of the products. Furthermore, the legal dimension manifests the liability of a business 

that it must attain the financial objectives of the organization keeping in view the legal 

framework. 

The ethical dimensions of CSR with regards the society‟s expectation were that the 

firm should concentrate on moral parameters established by the society. By following 

these moral standards, the firm must check out its participation and contribution 

towards the society‟s amelioration. the discretionary dimension which is also called 

humanitarian dimension of CSR. Business firm should willingly participate and 

contribute in all those campaigns which can access the social requirement of the 

communities. 

Carrol‟s models (1979,1991,1999), also other less entrenched frameworks, such as the 

corporate associations expounded by (Brown & Dacin ,1997), have not been subjected 

to scrutiny by stakeholders and customer. Furthermore, the study of these models has 

been generally presented the explanations which are given by organization‟s executives 

or managers, the problem is that here, to what extent this framework and its dimensions 

satisfactorily portrays the views of this firm‟s stakeholders. Thus the relevance of 

Carrol‟s (1979,1991,1999) work may remain in doubt (Webb et al., 2008). 
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h. Survey instrument: 

The survey instrument technique was proposed and its base was theory of 

interest group (Freeman 1984). The survey instrument technique discusses that the 

principles of corporate social responsibility can be categorized and incorporate only 

those groups or stakeholders which are the main target inspectors of each activity. 

Various aspects of corporate social responsibility have been recognized in the literature 

by keeping this technique in mind (Dzansi & Pretorius, 2009; Decker, 2004 

andTurcker, 2009). A finite number of the target spectators have been focused for 

study, while it must view all stakeholders of a firm to avoid prejudice (Dilling, 2011). 

The other   measurement technique which is viewed  related to the operational aspect 

of Corporate Social Responsibility is concentrate on stable evolvement  (Alvarado-

Herrera, et al; 2017). This approach is viewed acceptable for the management of the 

Corporate Social Responsibility notion. 

An essential effort to fill the gap between economics and other expectations was 

presented by Archie Carroll (1979). His attempts  culminated in the following 

suggested explanation of corporate social responsibility: The social liability of business 

firm surround the economic, legal, moral, and discretionary expectations that 

communities  has of firms.(1979:500, emphasis added) As a helpful way of graphically 

portraying  the principles of his CSR explanation  and expounding upon them, he later 

included his four-part categorization into a “Pyramid of Corporate Social 

Responsibility” (1991;1993).  
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Figure 2.1   Carroll’s pyramid of CSR is presented  

 

 

 Source: ( Carroll, 1991) 

 

Carroll‟s four categories or domains of CSR have been used by a number of theorists and 

considered the most cited CSR model. (Wartick and Cochran 1985; Wood 1991; Swanson 

1995, 1999) and empirical scholars  (Aupperle 1984; Aupperle, Carroll , and Hatfield 

1985;Burton and Hegarty 1999; Smith, Wokutch, Harrington, and Dennis 2001; Spencer and 

Butler 1987;Strong and Meyer 1992). Society and business morals several texts have included 

Carroll‟s CSR domains (Boatright 1993; Buchholz 1995; Weiss 1994) or have shows  the CSR 

pyramid (Carroll and Buchholtz 2000, 2003; Jackson, Miller, and Miller 1997; Trevino and 

Nelson 1995). As claimed by wood and Jones (1996:45), Carroll‟s four domains have 

“enjoyed wide approvability among SIM (Social Issues in Management) scholars.” Through 

this wide acceptability among SIM depicted that Carroll‟s model of CSR has remain the most 

popular and leading paradigm of CSR in the social affairs. Due to the wide acceptance and 
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impact of Carroll‟s CSR contributions, it may be suitable to re-inspect for any modification or 

ameliorate or if there is a possible alternative method to conceptualizing corporate social 

responsibility. 

2.14.2. Issues with Carroll’s Model 

 

Most popular CSR model presented by (Carroll, 1979) is not without critique. Main 

flaws of this model are the use of a pyramid model, philanthropic as a separate 

dimension of CSR and the last one is the incomplete theoretical development of other 

three dimensions i.e. economic, legal and ethical. 

While explaining the relationship of all four dimensions Carroll used the pyramid 

framework which apparently depicts to the reader that the priorities of each dimension 

on the other. On the other hand, philanthropic dimension has been discussed separately 

as CSR dimension. Philanthropic activities can not be considered the responsibility of 

any organization. These are the discretionary action/activities depends upon the 

management to pursue or not (Jamali & Mirshak, 2007).  

Third and the most important is the legal dimension. According to the business 

definition “any legal activity which is undertaken for the purpose of profit and the 

element of risk is also involved in it” So any illegal activity cannot be considered a 

business and only those activities which are legally permitted are considered business 

then why a separate dimension as social responsibility has been considered in CSR 

dimensions  

2.14.3. Islamic CSR Measurement: 

 In short, all the above details were regarding the conventional CSR estimation and the 

CSR according to Islam but its measurement was not discussed.  

Islam has given a complete guidance of business morals and its role in the society 

amelioration (Ansari, 2001). For this motive, a separate scale based on Islamic 
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guidelines must be constructed to measure the CSR of Islamic banking sector. Few 

scholars like  (Dusuki & Yusof, 2008) in their studies also focus to know the views of 

stakeholders of Islamic banking sector about CSR and mostly they have utilized a scale 

for the estimation of ICSR (Khurshid et al., 2014; Mohammed, 2007).  

Following is the suggested conceptual framework for Islamic Corporate Social 

Responsibility. 

 

Figure 2.2 Theoretical Framework 

 

 

 

 

 

 

 

 

                                                                               H1 

 

 

 

 

 

 

 

 

 

 

 

  

 

Organizational 

Performance 

 

 

 

  

 

 Islamic Economic Responsibility 

 Islamic Ethical Responsibility 

 Islamic Environmental 

Responsibility 

 Islamic Stakeholder Welfare 

Responsibility 

 

Islamic Corporate 

Social Responsibility 
 



67 
 

 
 

CHAPTER 3 

METHODOLOGY 

 

3.1 CHAPTER OVERVIEW 

Scale development process prescribed by Churchill (1979) was adopted to evolve and 

validate a scale to estimate the social responsibility of Islamic banks and its implications. 

3.2 RESEARCH PHILOSOPHY 

As it is important to clearly define research problems it is also necessary to think properly 

about the research approach/philosophy to be used in the study (Majumdar, 2005). The 

researcher should think and decide about research philosophies before choosing methods. 

Researchers generally observe two assumption two major dimensions such as (a) the nature of 

society and the (b) nature of science (Burrell & Morgan, 1979).  

 

  According to Walsham (1995b) the positivists think that, world exist independently 

from the people and knowledge which can be gathered through the application of scientific 

instruments and tactics (quantitative methods). Interpretivists think that, since the world is 

socially constructed. information about reality is approachable through social constructions 

such as social views social awareness and social interpretations (Myers, 2009). Pragmatists 

believes that reality subsists independently from the people (Saunders, M., Lewis, P. & 

Thornhill, A., 2012)) but contains on abstract things that are born of individual‟s minds. 

They are of the view that although actuality exists independently but through social 

connections hence through the application of mixed method approach it can be explored. 
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Philosophy Approach Ontology Epistemology Axiology 

Positivism Deductive Reality exists but exists 

independently from the human. 

It is objective and singular 

phenomenon  

It can be investigated using 

methods of natural science 

(Quantitative tools and 

techniques 

Value Free 

Interpretivism Inductive Reality is socially constructed. It 

is subjective and multiple 

phenomenon 

It can be investigated using 

qualitative tools and 

techniques  

Value full 

Pragmatism Deductive 

and 

Inductive 

Reality exists independently but 

through social interaction  

It can be investigated using 

mixed method (mixture of 

quantitative and qualitative 

tools and techniques 

Value Laden 

Source: Self Developed 

 

Philosophy of the current study 

The philosophy of present study is pragmatism. In pragmatism philosophy, reality can be 

captured through the application both qualitative tools (unstructured interview) and 

quantitative tools (structured questionnaire). Pragmatism relies mostly on mix method 

approaches. Presently study used sequential exploratory design. We first collected qualitative 

data and it followed the collection and analysis of quantitative data. The motive of this design 

was to first evolve and validate instrument and then it effects on organizational performance. 

3.3 RESEARCH DESIGN 

The research design is the master plan of a research which illustrate light that how 

this study will be escorted. The research design is needed to recognize the process through 

which the needed data can be collected and examined to reach at any solution for the 

problem (Sekaran, 2003).  

3.3.1. Scale development and validation 

The research design of this study included several important   steps which are shown below 

in the given figure. 
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Figure 3.1 Scale Development Process: 

 

Source : (Fatma et al., 2014) 

The first step in scale development was the identification and selection of CSR dimensions 

according to the Islamic perspective. We thoroughly reviewed the major sources of Islamic 

literature such as Qur‟an and Hadith (saying of Holy Prophet (PBUH) and previous studies on 

Islamic CSR and identified and selected the four key dimensions of corporate social 

responsibility such as (Islamic Economic Responsibility, Islamic moral Responsibility, Islamic 

Environmental Responsibility and Islamic Stakeholder Welfare Responsibility).  

 After the identification of Islamic CSR dimensions, the next step was item generation. For 

item generation majority of the leading scholars used three approaches such as (a) through 



70 
 

 
 

literature review (b) expert survey and (c) group discussion (Fatma, Rahman & Khan, 2014; 

Latif, 2018). Following the pattern used by eminent scholars of the field we used all these 

three sources and developed scale for Islamic corporate social responsibility. Using 

triangulation approach, we first collected all available items about selected four CSR 

dimensions from the literature and scales developed for different sectors especially for the 

Islamic and conventional banks. All these items were then discussed with the experts of CSR 

field from different universities, Islamic bank managers and Shari‟a advisors to check the face, 

content, construct concurrent and convergent and discriminate validity of the items and to 

select the most appropriate items (see annexure).  

The next step was group discussion, the discussion was organized with the academic experts to 

discuss the final item pool for scale development. Once the items were finalized, pilot study 

was conducted to check the reliability and validity of the items. Hereafter, the main survey was 

conducted. Sample data was gathered from the Islamic banks in Peshawar, Quetta, Lahore and 

DIK. Exploratory Factor analysis was done through SPSS and structure equation modelling 

was used through Smart-PLS. 

3.3.2 Implication of Scale 

After the development and validation of Islamic corporate social responsibility scale the next 

stage was to test its impact on Islamic bank performance. We collected data from the below 

mentioned respondents through self-administered questionnaire and tested the developed 

hypotheses using regression analysis  

3.4. RESEARCH POPULATION 

Population in research indicate the entire group of people, events, or things of interest 

scholars are interested to study (Sekaran, 2003). According to Islamic banking bulletin issued 
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by state bank of Pakistan (December 2017) In Pakistan 22 Islamic Financial institutions (IFI) 

are operating with 2346 branch network. In these 22 IFI institutions, 5 banks are Full fledge 

Islamic banks with 1171 branch network and remaining are the Islamic branches and windows 

of conventional banks (sbp.org.pk) 

The population of the present study was all the Stakeholders of full fledge Islamic banks 

operating in Pakistan. Stakeholders of Islamic banks are customers, employees Shari‟a 

advisors, regulators and the general communities. But for the sake of accurate information, 

data was gathered  from the employees of the Islamic banks in Pakistan as practised by Turker 

(2009b), Fatma et al., ( 2014) in their studies. The second major reason for collection of data 

from Islamic banking employees was the low financial literacy rate and CSR knowledge of the 

general public in Pakistan. 

3.5. SAMPLE AND SAMPLING TECHNIQUE 

Sample must be true representative of the population under study.  

The most accurate sample is census but because of time and cost constraints in most of 

the studies, a sample from the original population is considered to test and generalize its 

results to the whole population (Bajpai, 2011). 

Different sampling techniques are available and for each study, scholar has to decide 

which sampling technique is appropriate to get the accurate data which can be generalized 

without any biasness. In this study, convenience sampling technique was used to gather the 

data from the sample population. In the case of Pakistan, the financial literacy level of the 

general public is very low that‟s why the data was gathered from the employees of Islamic 

banks. Furthermore, the CSR is a latest and emerging concept especially in advanced countries 

and most of the people are unaware of this concept or activities undertaken by the Islamic 

banks as CSR so due to these reasons Islamic banks employees were considered as target 
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sample for the collection of data as practised by other scholars in their scale development 

studies (Turker, 2009a; Fatma et al., 2014).  

3.6. DATA COLLECTION PROCEDURE 

Collection of data was normally done in working hours of Islamic banks as maximum 

employees can be approached during these timings. Data were collected from 4 Major cities of 

Pakistan i.e. Peshawar, Dera Ismail Khan, Lahore and Quetta. These cities represent the 3 out 

of 4 provinces of Pakistan. The self-developed questionnaire was distributed among the bank 

employees through the personal visit of the scholar and through Iqra Rozatul-Atfal branch 

network. Visit timing was normally working hours and as per the convenience of the 

employees. 

3.7 DATA ANALYSIS TECHNIQUE (S) 

For collected data following statistical techniques were used to analyze the data for scale 

development as well as to check the ICSR impact on the performance of Islamic banks. 

3.7.1. Exploratory Factor Analysis (EFA) 

 

Exploratory factor analysis (EFA) was used to disclose the underlying structure 

when a large set of variables are under consideration in the study. It is a statistical 

method within factor analysis. The predominant goal is to recognize the underlying 

connections between measured variables. The common utilization of EFA by the 

scholars is for developing a scale (questions collection utilized to estimate a specific 

research topic) and serves to recognize a set of latent constructs underlying measured 

variables. EFA should be utilized when the researchers have no previous hypothesis 

about factors or forms of measured variables. Measured variables are any one of 

several ascribed of people that may be noticed and measured.  
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3.7.2 Reliability and Validity of Research 

 

The validity of an instrument refers to the capability of that instrument to 

estimate what it is intended to estimate. Validity is considered as one of the great 

process for good estimation (Bajpai,2011). Validity refered to the capability of an 

instrument to estimate what it is designed to measure (Pellissier, 2007; Bajpai, 

2011).  

3.7.3   Construct Validity 

 

Construct Validity is considered the most important in quantitative research. 

Purpose of construct validity is to show that a measure reliably measures and 

truthfully represent a significant concept. Exploratory factor analysis is used to 

establish a construct validity (Sharfman, 1996). The threshold for the construct 

validity is that factor having Eigen values greater than 1 should be identified and all 

those items with factor loadings of less than 0.5 should be cut out(Shi & Wright, 

2001). 

For the purpose of attaining construct validity, the convergent and discriminant 

validity must be focused by the scholar (Bajpai, 2011). 

3.7.4 Convergent Validity 

 

Convergent validity is also established through factor analysis. Highly reliable 

scales normally show convergent validity which means that all the items in a 

construct shall converge in order to begin t convergent validity (measure the same 

construct). Convergent validity statistically established when the items have the 

similarity scores. EFA is used to asses when items “load” appropriately on higher-

order factors. 

A block of instruments estimating the same construct “strongly agree” to 
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represent the underlying construct they were made to estimate. It can be checked if 

the loading range is between 0.7 and 0.9, it means that all the items are estimating the 

underlying construct and shows a greater confidence (Widaman, 2010). 

Next, the factor analysis is average variance extracted (AVE) statistic, if an AVE 

value is 0.5 or greater is achieved for the constructs then convergent validity is 

established (Fornell & Larcker, 1981; Sweeney & Soutar, 2001). 

3.7.5 Discriminant Validity 

 

The term Discriminant validity means uniqueness. Discriminant validity is 

confirmed when a scale that should not correspond too highly with a measure of a 

dissimilar construct, is in fact not linked. The standard for discriminant validity is 

that the square root of AVE of each construct must be larger than inter-correlations 

with other constructs. (Bhattacharjee & Sanford, 2006; Kim& Malhotra,2005; 

Sweeney &Soutar,2001). 

3.7.6 Reliability Assessment 

 

Reliability is another criterion for good measurement apart from the validity 

(Bajpai,2011). Reliability can be better understood with the word accuracy. Reliability 

shows the extent to which research finding can be copied Pellissier (2007). Reliability 

implies that the results of the study should be consistent (Hair, Celsi, Money, Samouel, 

& Page, 2003). The most common practice to check reliability is Coefficient alpha (α) 

or Cronbach‟s (1951) alpha. The range is from 0-1, which means that nearer to the 1 

the better is reliability is (Churchill, 1979). Cronbach‟s Alpha is utilized to test 

reliability in the present study. Reliability ranges from 0.5-0.6 is enough, although a 

coefficient of 0.7 or above is desirable Nunnally (1978). 
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3.7.7 Structural Equation Modeling 

 

Structural equation modelling technique was applied to check the measurement 

and structural model of the study. Structural equation modelling makes use of various 

models to present the connection among observed variables, the significant goal is 

testing the theorized model hypothesized and how different constructs are associated 

to each other (Lomax & Schumacker, 2012). 

Regression and fundamental confirmatory factor models were also utilizing structural 

equation modelling. Modelling is present in SMART-PLS 3. 

Confirmatory factor models deal with the measurement models which means the 

connection between the observed measures, items and the factors/latent variable 

(Hoyle,2014). The structural regression models resemble confirmatory factor 

models. Furthermore, structural regression models is also used to hypothesize the 

connection between various constructs of the study under review (Raykov & 

Marcoulides, 2006). 

3.7.8 Summary of Research Methodology 

 

The current study is based on Pragmatic research paradigm. Data was 

collected through instruments and hypotheses generated through literature are 

accepted or rejected. The population of the study was all the Islamic bank's 

stakeholders in Pakistan and data was collected from the 4 major cities utilizing 

convenience sampling technique. The questionnaire was self-developed and the 

survey tools was passed through four different stages of validation which was 

recognized by Dillman (2000). 
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CHAPTER 4 

DATA ANALYSIS AND RESULTS 

 This chapter provides detailed data analysis of questionnaire data to verify and 

validates the proposed model. Detailed analysis of the data collected through questionnaire 

surveys is provided in this chapter. Results from descriptive statistics, multivariate analysis 

and hypotheses testing are expounded. Software used were SPSS and Smart-PLS 3.4.7. 

As the main focus of the current study is to develop a reliable and validate an ICSR 

measurement scale and its impacts on the Islamic bank performance, so the following 

hypothesis was proposed.  

In order to conduct data analysis, the chapter is distributed into different parts that include: 

1. Description of the demographic profile of respondents. 

2. Description of descriptive statistics of different constructs 

3. PLS Evaluation starts with an assessment of the measurement model to approach 

the reliability and construct validity, including convergent and discriminant 

validity.  

4. Further to the establishment of reliability and validity, the proposed hypothesis 

based on the conceptual framework is tested using the structural model.  

4.1 RESPONDENT PROFILE AND RESPONSES: 

 In the current study, respondents were asked some personal and business information. 

The study asked for: 

1. Profession 

2. Gender 

3. Age 

4. Education 
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5. Designation 

6. Experience 

Furthermore, the following questions with the option of Yes or NO were asked from the 

respondents. 

7. Do you have basic knowledge of Islamic Banking? 

8. Are you the customer of any Islamic Bank? 

9. Do you have any idea of Corporate Social Responsibility?     

10. Do you think that Islamic CSR(ICSR) is different from conventional CSR in practice? 

The following section will give details for the responses to every aforementioned 

demographic variables and Questions. 

4.2 PROFESSION 

 In first section, information regarding the profession of respondents were asked. As the 

main objective of the present study was to develop ICSR scale through valid and accurate 

information which can be gathered only from the Islamic banks employees. Therefore, 

developed questionnaire was circulated among the Islamic banking sector employees. All the 

other stakeholders like customers, supplier and general community have no full detailed 

knowledge of CSR practices of Islamic banks. Respondent‟s distribution based on their 

Gender, age, profession, designation, education and experience is presented in the following 

tables and figures. 
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Table 4.1 Gender 

 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

Male 420 99.5 99.5 99.5 

Female 2 .5 .5 100.0 

Total 422 100.0 100.0  

 

Table 4.1 presented the respondents gender demographic details. Out of 422 respondents, 356 

Islamic bank employees were men and 2 were women. While 64 respondents from Islamic 

bank manager were male and there was no female representation on managerial position.  

Table 4.2 AGE 

 

 Frequency Percent Valid Percent Cumulative Percent 

V

a

l

i

d 

20-30 219 51.9 51.9 51.9 

31-40 140 33.2 33.2 85.1 

41-50 63 14.9 14.9 100.0 

Total 422 100.0 100.0 
 

 

Table 4.2 manifest the Islamic banks employees and managers demographic details in terms of 

age. Out of total 422 respondents, 358 were Islamic bank employees and 64 were Islamic bank 

managers. Among all these 358 employees 203 were between 20-30 years of age while 128 

falls under the 31-40 years and 27 respondents were under 41-50 years of age. 

On the other side Managers, details show that 16 managers fall under the age of 20-30 years 

and 12 falls under the age of 31-40 years and the remaining 63 falls under the age of 41-50 

years. 
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Table 4.3 Marital Status 

 

 Frequency Percent Valid Percent Cumulative Percent 

V

a

l

i

d 

Married 246 58.3 58.3 58.3 

Single 176 41.7 41.7 100.0 

Total 422 100.0 100.0 

 

 

Table 4. 3 show the marital status of total 422 respondents. According to this table, Islamic 

banks employee as respondent were 358 out of which 198 were married with a valid 

percentage of 47% while the remaining 160 were single having a percentage of 38%. 

Out of 422 total, 64 respondents were at managerial level. Among these 64 managers, 48 were 

married which is 11.4% of the total 64 while remaining 16 out of 64 were single with a 

percentage of 3.8%. 

 

Table 4.4 Education 

 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

Master 390 92.4 92.4 92.4 

Master and above 32 7.6 7.6 100.0 

Total 422 100.0 100.0  

 

Table 4.4 portrays the education level of the Islamic bank employee and managers. Out of total 

358 respondents from employees, 328 were a master degree holder and 30 employees were 

having the qualification above the master degree. 

Among the total 64 managers, 62 were a master degree holder and rest of the managers were 

having the degree above the master degree. 
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Table 4.5 Professions 

 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

Islamic Bank employee 358 84.8 84.8 84.8 

Islamic Bank Manager 64 15.2 15.2 100.0 

Total 422 100.0 100.0  

 

Table 4.5 shows the Profession details of respondents. Data was gathered from employees of 

Islamic banks only due to information factor as mentioned earlier all the respondent's 

profession was Islamic bank employee. These employees were categories into two categories 

i.e. Islamic bank employees and Islamic bank managers. Out of 422 respondents, 358 were 

Islamic bank employees and the rest of the 64 respondents were Islamic bank managers. 

Table 4.6 Experience 

 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

0-5years 270 64.0 64.0 64.0 

6-10 years 100 23.7 23.7 87.7 

11-15 years 47 11.1 11.1 98.8 

16-20 years 2 .5 .5 99.3 

21-30 3 .7 .7 100.0 

Total 422 100.0 100.0  

 

Table 4.6 manifest  the Islamic bank's employees experience details. Different slots with 5 

years interval were given in the questionnaire. Out of 358 total Islamic bank employees, 254 

employees were with within 5 years‟ experience which shows the 60% of the total employees. 

In remaining employees 72 having the 6 to10 years‟ experience, 29 having the 11-15 years‟ 

experience and only 3 were those who have 21 to 30 years‟ experience. As in Pakistan Islamic 



81 
 

 
 

banking started in 2001 properly then we can assume that employees have counted their 

conventional bank experience as well while answering this question. 

There were 16 Islamic bank managers with 0-5 years‟ experience, 28 managers were with 6-10 

years‟ experience, 18 managers with 11-15 years‟ experience and only 2 managers with 16-20 

years of experience. In another dimension it is clear that 0-5 years experienced employees 

including managers were 270, employees with 6-10 years were 100, employees with 11-15 

years‟ experience were 47, employees with 16-20 years were only 2 and employees with 21-30 

years‟ experience were only 3.  

FREQUENCIES TABLE 

Table 4.7 manifest the feedback of respondents regarding different questions having the 

answer option of Yes or No. 

Table 4.7 Knowledge 

 

 Frequency Percent Valid Percent Cumulative Percent 

Valid Yes 422 100.0 100.0 100.0 

 

Table 4.7 shows the response toa1
st
 question regarding the knowledge of Islamic banking 

system. As the respondents were the Islamic bank employees and Managers that‟s why the 

response is 100% Yes. 

Table 4.8  Customer of Islamic Banks 

 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid Yes 422 100.0 100.0 100.0 
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Table 4.8 shows the response of the 2
nd

 question that Is you the customer of an Islamic bank. 

As the respondents were the Islamic bank employees and Managers that why the response is 

100% Yes. 

Table 4.9 CSR Idea 

 

 Frequency Percent Valid Percent Cumulative Percent 

Valid Yes 422 100.0 100.0 100.0 

Table 4.9 shows the response toa3rd question regarding the CSR idea that whether the 

respondent has any idea of CSR.As the respondents were the Islamic bank employees and 

Managers that why the response is 100% Yes. 

 

Table 4.10 CSR Practice Differences of Islamic and Conventional Banks 

 

 Frequency Percent Valid Percent Cumulative Percent 

Valid Yes 422 100.0 100.0 100.0 

 

Table 4.10 shows the response of 4
th

 question regarding the difference of CSR practices 

between the Islamic banks and conventional banks. As the respondents were the Islamic bank 

employees and Managers that why the response is 100% Yes. 

DATA ANALYSIS AND DISCUSSION 

Common Method Bias 

For common procedures prejudice different techniques are used in which Harman‟s 

Single factor Method is also one of them. Harman‟s single factor test is applied to examine 

whether majority of latent variables can be explained by a single factor.  Variance should be 

less than 50%. In the following Table 4.11 variance is 27.241 which is less than the threshold 

of 50%.  
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Table 4.11 Harman’s single factor Method 

 

Total % of Variance Cumulative % 

11.441 27.241 27.241 

Exploratory Factor Analysis  

Key stakeholders of Islamic banks were first recognized through literature review and in-depth 

interviews with the Islamic bank managers. Through this process, 5 main group of 

stakeholders  of Islamic banks were recognized i.e. Employees, customers, general 

community, shareholders and environment (Turker, 2009b, Ali aribi & Arun, 2014, Fatma, 

Rahman, & Khan, 2014, Pérez, Martínez, & Rodríguez del Bosque, 2013). After identifying 

the Key stakeholders of Islamic Banks next step was to identify or prepare the list of 

responsibilities towards these stakeholders. Following previous literature, CSR reports and 

Qur'an & Hadees as the major sources to identify main CSR responsibilities. 

 As the main motive of current study was develop a scale of ICSR, so the construct for 

ICSR was self-developed. Before conducting PLS evaluation of the model the ICSR scale was 

tested for dimensionality using EFA. In order to identify the underlying dimensions in the 

construct of ICSR, principal component analysis with Varimax rotation was utilized. The 

results revealed a single factor solution, showing that ICSR is a Multidimensional construct.  

 

KMO and Bartlett‟s test of Sphericity is an estimate of sampling adequacy and a measure of 

how suited your data for Factor analysis. In other word it is a test of assumptions that indicates 

the sufficient number of items for extracting the underling dimension out of the items.  KMO 

ranges from 0-1, as a rule of thumb 0.6 is considered acceptable in social and business studies. 

Value near to 1 indicates that the items are more focused and determined for underling 

dimension. Exact value of 1 indicates that all items are presenting one dimension. Table 4.12 
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KMO value is 0.801 which is an acceptable value and shows that the items are sufficient for 

extracting the underling dimensions, factor analysis is useful for the data. 

On the other side another test Bartlett‟s test of Sphericity is used to test the hypothesis that 

your correlation matrix is an identity matrix, it means that your variables are separate and not 

suitable for structure detection. The value of Bartlett‟s test of Sphericity must be less than 0.05 

of the significance levels which shows that factor analysis is recommended. Here in the table 

4.12 the value of Bartlett‟s test of Sphericity is 0.000 which is highly significant and shows the 

recommendation of factor analysis. 

 

Table 4. 12 Initial Exploratory Factor Analysis 

 

KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .801 

Bartlett's Test of 

Sphericity 

Approx. Chi-Square 8459.228 

Df 378 

Sig. .000 

 

The main output of principle component analysis is rotated component matrix also called as 

underling loadings of each item towards its dimension. Rotated component matrix shows the 

weights of loading for each item. They show the correlation between the each of the variable 

and the estimated component. Loadings range is supposed to be more than 0.60 while small 

values shows the low correlation. 

Table 4.13 shows a loading overlapped and scattered among the dimensions which is not 

advisable for the dimension reduction. The values less than 0.60 and the item having loadings 

on two or more dimensions are advised to be eliminated from the analysis. After extraction the 

process is repeated with and following results are produced table 4.13.    
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Table 4. 11 Rotated Component Matrix 

Rotated Component Matrix
a
 

 Component 

1 2 3 4 5 6 7 

Eco01  .730      

Eco02  .821      

Eco03  .732      

Eco04  .875      

Eco05  .565      

Eco06  .734      

Eco07       .853 

Eth01    .659    

Eth02    .838    

Eth03    .645    

Eth04    .643    

Eth05   .771     

Eth06 .551       

Eth07   .663     

S.W 01   .535     

S.W 02        

S.W 03        

S.W 04     .759   

S.W 05        

S.W 06     .743   

S.W 07      .710  

Envir01 .753       

Envir02 .763       

Envir03 .723       

Envir04 .752       

Envir05 .757       

Envir06 .770       

Envir07 .682       

Extraction Method: Principal Component Analysis.  

 Rotation Method: Varimax with Kaiser Normalization.
a
 

a. Rotation converged in 8 iterations. 

 

 

Table 4.14 shows KMO value 0.802 which is again a reasonable weight and the value of 

Bartlett‟s test of Sphericity is .000 which is highly significant and shows the recommendation 

of factor analysis. 
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Table 4. 14 Final Exploratory Factor Analysis 

KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .802 

Bartlett's Test of 

Sphericity 

Approx. Chi-Square 4229.747 

Df 153 

Sig. .000 

 

Table 4.15 shows the more focused loadings of each items to its relevant dimension. All the 

irrelevant and weak items have been extracted and the final table shows the 4 dimensions 

defined as Economic with 6 items, Ethical with 4 items, Stakeholder welfare with 3 items and 

Environment with 5 items. All the components have adequate loading more than .60 

 

Table 4. 15 Rotated Component Matrix 

 

Rotated Component Matrix
a
 

 Component 

1 2 3 4 

Eco01 .753    

Eco02 .819    

Eco03 .723    

Eco04 .862    

Eco05 .633    

Eco06 .774    

Eth03   .806  

Eth04   .624  

Eth05   .800  

Eth07   .635  

S.W 04    .758 

S.W 06    .716 

S.W 07    .721 

Envir01  .809   

Envir03  .793   

Envir05  .831   

Envir06  .663   

Envir07  .774   
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Initial Outer Loadings 

The consequence from initial model analysis in SMART-PLS disclosed that all factors 

have best Cronbach‟s Alpha value, Composite Reliability and AVE except for Performance 

which has AVE slightly less than .50. Analyzing factor loadings for each of the constructs in 

the study revealed that some of the items had loadings less than required value of .70 (Hair, 

Ringle, & Sarstedt, 2011).  

However, one item (EON01) had loading slightly lower than .70 which is .683 so this 

item was retained to check the further convergent validity. Since adequate reliability and 

convergent validity is attained, the items have been retained for further analysis as deleting 

items could significantly harm content validity of the constructs.  

 

 

 

 

 

 

 

Extraction Method: Principal Component 

Analysis.  

 Rotation Method: Varimax with Kaiser 

Normalization.
a
 

  Economic Environment Ethical ICSR Performance Stakeholder Welfare 
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Table: 4.16 Loadings 

 

Table: 4.17 Reliability Analysis 

  Cronbach's 

Alpha 

Composite 

Reliability 

Average Variance Extracted                          

(AVE) 

Economic 0.875 0.906 0.617 

Environment 0.872 0.908 0.664 

Ethical 0.800 0.869 0.624 

ICSR 0.850 0.879 0.294 

Performance 0.659 0.770 0.339 

Stakeholder 

Welfare 

0.696 0.832 0.623 

 

 

 

SW04      0.808 

SW06      0.805 

SW07      0.753 

Eco01 0.683      

Eco02 0.837      

Eco03 0.752      

Eco04 0.879      

Eco05 0.725      

Eco06 0.822      

Envir01  0.810     

Envir03  0.866     

Envir05  0.870     

Envir06  0.722     

Envir07  0.797     

Eth03   0.731    

Eth04   0.780    

Eth05   0.839    

Eth07   0.804    

Perf01     0.565  

Perf02     0.423  

Perf03     0.815  

Perf04     0.354  

Perf05     0.675  

Perf06     0.463  

Perf07     0.644  
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Initial Measurement Model 

As this measurement model is standardized form of path analysis and in the inner 

figure the number on the paths shows difference in standard deviation of dependent 

variable in response change of one unit of standard deviation in independent variable. 

For example, one unit increase in standard deviation results an increase 0.726 standard 

deviation in economic, 0.755 standard deviation increase in environment 0.686 

standard deviation increase in Stakeholder welfare, 0.387 standard deviation rise in 

performance and 0.772 standard deviation increase in Ethics. This result is also shown 

in following table of path coefficient. In the table it can be seen that all path coefficient 

is significant as their respective p-value is less than 0.05.  

-  

- The number in the circle represents the coefficient of determination or R-Square value. 

Here in this model 52.6 percent variation in economic is explained by ICSR, in same 

connection 57 percent variation in environment 15 percent variation in performance 

59.7 percent variation in ethics and 47 percent variation in Stakeholder is explained by 

ICSR. 
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Figure: 4.1  

 

 

Final Loading and Reliability  

The consequence from the initial model analysis in Smart PLS highlights that all 

factors have good Cronbach‟s Alpha value, Composite Reliability and AVE except for 

Performance which has AVE less than 0.50. Analyzing factor loadings for each of the 

constructs in the study revealed that some of the items had loadings less than required 

value of 0.70 (Hair, Ringle, & Sarstedt, 2011).  
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Table: 4.18 Final Outer Loadings 

  Economic Environment Ethical Performance Stakeholder Welfare 

SW04     0.808 

SW06     0.805 

SW07     0.752 

Eco01 0.683     

Eco02 0.837     

Eco03 0.752     

Eco04 0.878     

Eco05 0.725     

Eco06 0.822     

Envir01  0.810    

Envir03  0.866    

Envir05  0.870    

Envir06  0.723    

Envir07  0.797    

Eth03   0.732   

Eth04   0.780   

Eth05   0.839   

Eth07   0.804   

Perf01    0.653  

Perf03    0.873  

Perf05    0.741  

Perf07    0.724  

 

Table: 4.19 Reliability Analysis 

 Cronbach's Alpha Composite Reliability Average Variance Extracted (AVE) 

Economic 0.875 0.906 0.617 

Environment 0.872 0.908 0.664 

Ethical 0.800 0.869 0.624 

ICSR 0.850 0.879 0.295 

Performance 0.742 0.837 0.565 

Stakeholder Welfare 0.696 0.832 0.623 
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Discriminant Validity 

After convergent validity, discriminant validity is assessed that evaluates whether distinct 

constructs are actually distinct and are not strongly associated with one another. In order to 

assess the discriminant validity, the following techniques have been used in the current study.  

1. Fornell-Larcker Criterion 

2. Heterotrait-Monotrait Ratio (HTMT)   

3. Cross Loadings Analysis 

Fornell-Larcker Criterion 

Introduced by Fornell and Larcker (1981) discriminant validity is started when the 

square root of AVE for the construct is higher than the inter-construct correlation of 

the construct with other constructs in the study. It is necessary to note from the 

table of Fornell and Larcker criterion (table 4.17), a number of square root values 

of AVE for the construct are lower the inter-construct correlation with other 

constructs. However, In recent researches there is a criticism on the Fornell and 

Larcker (1981) criterion do not reliably perceive the lack of discriminant validity in 

common research condition.  

Table: 4.20 Fornell-Larcker Criterion 

  Economic Environment Ethical ICSR Performance Stakeholder 

Welfare 

Economic 0.786      

Environment 0.267 0.815     

Ethical 0.317 0.566 0.790    

ICSR 0.726 0.755 0.772 0.543   

Performance 0.364 0.064 0.223 0.344 0.752  

Stakeholder Welfare 0.448 0.331 0.43 

 8 

0.686 0.410 0.789 
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Henseler, Ringle, & Sarstedt, (2015) have presented an alternative approach, based on 

the multitrait-multimethod matrix, to approach discriminant validity in the form of heterotrait-

monotrait ratio of correlations. Henseler et al. (2015) demonstrate the great performance of 

this procedure by means of a Monte Carlo simulation study. Discriminant validity is also 

proved through HTMT given in Table 4.18 which manifest that all the values are less than 

0.90.  

Table: 4.21 Heterotrait-Monotrait Ratio 

  Economic Environment Ethical ICSR Performance Stakeholder 

Welfare 

Economic             

Environment 0.287           

Ethical 0.364 0.669         

ICSR 0.824 0.831 0.903       

Performance 0.446 0.140 0.326 0.477     

Stakeholder Welfare 0.560 0.423 0.575 0.846 0.579   

 

Apart from the use of Fornell and Larcker criterion and HTMT, Cross-loadings have 

also been utilized in the present study to assess the discriminant validity. Cross loadings assess 

if an item belonging to a particular construct loads strongly on another construct/measure in 

the study. Factor loadings of all items that belong to a particular latent construct should be 

higher on the respective construct to which it belongs in comparison to other factors to 

establish discriminant validity (McLure, Wasko, & Faraj, 2005). The results show that all the 

factor loading for items in a particular construct are larger than their cross-loadings providing 

additional helpt for discriminant validity.  

Table: 4.22 CROSS LOADINGS 

  Economic Environment Ethical Performance Stakeholder Welfare 

SW04 0.326 0.314 0.345 0.415 0.808 

SW06 0.462 0.183 0.301 0.439 0.805 

SW07 0.269 0.288 0.395 0.104 0.752 

Eco01 0.683 0.070 0.029 0.238 0.205 

Eco02 0.837 0.169 0.343 0.328 0.385 
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Eco03 0.752 0.171 0.259 0.307 0.341 

Eco04 0.878 0.133 0.238 0.321 0.411 

Eco05 0.725 0.360 0.306 0.254 0.366 

Eco06 0.822 0.294 0.240 0.259 0.354 

Envir01 0.219 0.810 0.391 0.054 0.208 

Envir03 0.313 0.866 0.550 0.035 0.299 

Envir05 0.246 0.870 0.463 0.097 0.321 

Envir06 0.217 0.723 0.441 0.134 0.245 

Envir07 0.060 0.797 0.444 -0.069 0.266 

Eth03 0.108 0.388 0.732 -0.097 0.202 

Eth04 0.287 0.493 0.780 0.244 0.365 

Eth05 0.240 0.404 0.839 0.209 0.416 

Eth07 0.330 0.490 0.804 0.277 0.369 

Perf01 0.191 0.039 0.182 0.653 0.284 

Perf03 0.323 0.112 0.256 0.873 0.354 

Perf05 0.312 0.024 0.087 0.741 0.276 

Perf07 0.256 -0.016 0.110 0.724 0.318 

 

 Final Measurement Model 

The measurement model actually portrays the factor loading of each item to its factor 

dimension or latent variable. It is usually between 0 and 1 and each item loading represent the 

percentage of variance that is explained by relevant item to its factor. Ideally it must be more 

than 0.7 but, in many studies, even 0.5 and more is also taken into consideration but 0.7 and 

above obvious is reasonable. For example, Environment the latent construct explains 81 

percent variance in Envi01, 86.6 percent variance in Env03, 87 percent variance in Envi05 and 

so on so forth. It is notable that all the item of Environment is loaded with high variances more 

than 0.7. in the same way economic the latent variable is also having heavy loadings more than 

0.7 except Eco1 with 0.683 which is almost near to 0.7. Stakeholder welfare and Ethics are 

also having greater loadings of each item more than 0.7, the performance has some items less 

than 0.7 for example Perf01 with 0.565 Perf02 with 0.423, Perf04 with 0.453. 
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Figure: 4.2 

Hypothesis Testing 

Further to the assessment of R-Square hypotheses are assessed. The proposed 

hypothesis of the present study is: 

H1: There is a notable impact of ICSR on company Performance 

H1 seeks to assess whether ICSR carries a significant impact on Organizational 

 Performance. The result of the hypothesis test revealed that ICSR has a remarkable 

impact on organizational performance  

The results are summarized in the following table and the structural model. 
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Table 4. 22 Testing Direct Relationships 

 

Original Sample (O) STDEV T Statistics P Values Decision  

ICSR -> Performance 0.344 0.067 5.140 .000 Supported  

 

 

Now the question of significance of the path coefficient one is needed to compute the t-ratios. 

Following figure is representing calculation of t-ratios of the same measurement model in 

above figure.  

Structure Model 

 
As a rule of thumb, the t-ration at 5 percent significance value the t-ratio is supposed to be 

more than 1.96 or equivalent to 2. It is observed that all paths are having weigh more than 2 as 

t-ratio which assure the significant relationship of any two joining factors. Even all latent 

variables have more than 2 t-ratio verifies their respective significance. The impact of ICSR on 

Environment with t-ratio of 23.846, Economic with 16.822, Performance with 5.140, 

Stakeholder welfare with 21.456 and Ethics with 32.775 are found significant in analysis and 

their respective t-ratios are greater than 2.  
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Figure: 4.3 
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CHAPTER 5 

DISCUSSION AND CONCLUSION 

“This chapter includes the in-depth discussion of the findings of this study and one section of 

this chapter includes the conclusion and limitations of this study as well the future 

recommendations and directions for the future research” 

 

In present study the foremost purpose was to explore the difference between the conventional 

CSR concepts with the Islamic concept of CSR secondly, to develop and validate the Islamic 

CSR measurement scale and its implications.  

Islam envisages business organizations via the concept of viceregency (Khalifa) as caretaker, 

not just of shareholder‟s economic resources, but also for society‟ economic resources. For this 

purpose, he holds the property in trust and utilize them for the betterment of society as a whole 

and ultimately achieve this objective as a blessing from Allah.  

Now for every organization it has become ineluctable need to incorporate CSR practices in 

their business activities. significantly the environment protection, occupational security, 

humanitarian contributions and socially advantageous activities. Islam has provided a “God 

consciousness paradigm” which is the beauty of Islam that inspires the management to operate 

in socially responsible manner regardless of the financial consequence.  

If the Islamic banks fails to fulfill all these responsibilities then this will lead to all the 

attending result in this world and in the hereafter. Moreover, the Islamic financial system is 

embedded with the inherent dimension of CSR which is also a source to promote social 

responsibility. All the dealings financial line supported with the Shari‟a rulings. These Shari‟a 

rulings link the financial transactions of Islamic financial institutions with genuine concern for 

morally and socially liable. These Islamic Shari‟a guidelines also prohibit all those activities 

which are against the law and harmful to the social well-being. There are fundamental 
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differences in guidelines followed by the Islamic and conventional banking system. Obviously, 

the value system provided by Islam is not only expressed in Islamic banking transactions but 

also it should be from the role of Islamic banking for the betterment of society. Here the 

Islamic financial organizations become more sensitive than the conventional organizations as 

their accountability is twofold first in the eye of state law and second in the eye of Allah. 

Here, the internalization of Shari‟a components on Islamic financial transactions becomes 

more essential, in its forms, spirit and material. By doing so, it epitomizes the purpose of 

Shari‟a in encouraging economic and social justice. CSR of Islamic financial institutions has 

been described by different dimensions in different studies as (Dusuki & Yusof, 2008) 

described the ICSR in four dimensions  which were Human rights 2. Human resource 

management 3. Environmental Dimension 4. Philanthropic but they failed to address the 

ethical and legal aspects of economic responsibility of the business for society.  

The different dimensions of corporate social responsibilities presented in different research 

work especially on Islamic banking were discussed and keeping in view the Pakistan 

environment a new CSR scale was needed. This research was conducted to identify the Islamic 

CSR dimensions first then to develop a CSR measurement scale. 

Finally, the four dimensions were identified with the help of literature and scale development 

process. These dimensions are: 

 1. Islamic Economic Responsibility (Which focus the legal and Islamic shari‟a guidelines) 

2. Islamic Ethical Responsibility (Consider the Ethical guidelines of the Islamic Shari‟a)  

3. Islamic Environment Responsibility  

 4. Islamic Stakeholder welfare Responsibility 

 All these dimensions cover the all aspects of Islamic Corporate Social Responsibility as the 

first economic responsibility covers the foremost objective of the business organizations to 

maximize the profit according to the State Law and Islamic Shari‟a. Through this dimension, 
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one thing has become clear that according to the state law as well as Islamic Shari‟a only those 

transactions and activities can be considered economical activities which are permitted by the 

state Law and Islam as discussed by the Rajeh et al., 2015and Farook, 2007 in their studies. 

Here another point needs to be clear that if any activity which is permitted by the state but on 

the other side it is not permitted by the Islamic Shari‟a it cannot be considered HALAL 

(permitted) for example interest-based activities are permitted by state law of Pakistan but here 

Islamic Shari‟a strictly prohibit it then one cannot be allowed to involve in such transactions. 

If on the other side any transaction permitted by Islamic Shari‟a and prohibited by state law, 

here the Islamic Shari‟a directs to obey the state law. For example, trading of edible items and 

garments can be imported from the other countries permitted by Islamic Shari‟a but if a 

stateprohibits such trade/import and declares it smuggling then Islamic Shari‟a will also 

prohibit it and obedience of state law in such cases will be imposed on the citizens(Adnan, 

2015). 

From the above discussion, it seems that legal and economic both are two aspects of one 

dimension. So, in this research, only the economic dimensions have been undertaken. 

The second dimension is an Ethical dimension which relates to all those activities which are 

expected by the society and permitted by the law. This dimension includes taking care of 

cultural value system and norms of the society which are not harmful. Islam provides complete 

guidance in ethical ways of life and business transactions. 

The third dimension is the Environment. This dimension has been discussed in different 

researches as social responsibility and Islam also emphasis on the environmental protection. 

The human being as vicegerent (Khalifa) of God in the earth is responsible to take care of 

resources with him for the best interest of the society. All the resources with him are as trust 

(Amana) and cannot be used unfairly otherwise he is answerable to God on the “Day of 

judgment”. This accountability concept leads to the Taqwa paradigm just to attain the 
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willingness of God instead of economic benefits as a major goal(Kamla et al., 2006; Rana, 

Platts, & Gregory, 2009). 

The Last but not the least dimension is Stakeholder welfare. This dimension is about the well-

being of all stakeholders like consumers, suppliers, employees and the general community as a 

whole. 

The workload on the employees and compensation and pay all such type of dealings are 

clearly directed by Islamic Shari‟a on the basis of justice and fairness. Dealing with the 

customers and suppliers needs transparency, fairness and honesty. This term includes the 

philanthropic element that not only the right but also firm has to look after more than rights on 

the basis of sympathy and humanity(Adnan Khurshid et al., 2014). 

 

5.1 RESEARCH IMPLICATIONS 

5.1.1 Implication for knowledge 

 

This study is an effort to fill an essential missing part of the literature of 

conventional CSR and Islamic banking. As the social responsibility concept is deeply 

inscribed in Islamic teachings so it should be embedded in all those organizations 

which claims their business on Islamic principles especially Islamic financial 

institutions like Islamic banks. 

Second, CSR practice‟s study from a developing country like Pakistan will 

significantly contribute in the existing literature as there is no such study has been 

conducted in Pakistan up to the best knowledge of the scholar. Furthermore, it is also 

note worthy that there is no such type of study available in literature which has applied 

such rigorous steps in exploring the perception of respondents from Islamic banking 

sector.  
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 This study contributes in academic literature by providing an ICSR measurement scale 

for the perception of Islamic bank‟s stakeholders. Again, the scholar can claim here 

that there is no such study available in published literature up to the knowledge of the 

scholar which provide an ICSR measurement scale for Islamic banks. 

5.1.2 The implication for Islamic banks 

 

Islamic banking sector is facing multiple challenges in building stakeholder 

commitment and encourage the consumer loyalty and employee retention, mainly in 

Pakistan where dual-banking system are providing the same services. Based on the  

positive feedback from the Islamic banking employees, which is the second major part 

of the current study, Islamic banks must include the CSR practices in their system to 

improve its power. CSR can be a strategic instrument to gain competitive benefit. The 

main benefits of incorporating CSR activities in Islamic banks includes the good image 

and reputation, motivation for the employees and customer retention. 

5.1.3 The implication for policymakers 

 

This study also suggests to the policymakers for the CSR training programs in 

order to educate people about CSR best practices as CSR is emerging concept 

especially Islamic CSR concept awareness should be including in all such training 

sessions. Such training sessions will be help full for the general public to get better 

understanding about CSR. This understanding will start from the basic questions 

regarding the importance of CSR and its benefits for the whole society at large. 

Additionally, Govt should also focus the CSR activities and initiate them from 

curriculum to practical aspects of the students.  
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CONCLUSION: 

Current study was undertaken to identify the Islamic perspective of CSR and its major 

dimensions. Secondly, to develop an ICSR scale to estimate the point of views of the 

stakeholders of Islamic banking sector of Pakistan. Concept of ICSR was clarified according 

to major sources of Islamic Knowledge and discussion with the Islamic religious scholars and 

academicians. Furthermore, ICSR 4 dimensions:  

1. Islamic Economic Responsibility (Which focus the legal and Islamic shari‟a guidelines) 

2. Islamic Ethical Responsibility (Consider the Ethical guidelines of the Islamic Shari‟a)  

3. Islamic Environment Responsibility  

 4. Islamic Stakeholder welfare Responsibility 

were also identified through this process. After identification of ICSR along with its 4 

dimensions there was a need to evolve a scale to estimate the ICSR of Islamic banking sector 

in Pakistan. Analysis portion was an additional technique to approach the liability and validity 

of the evolved scale. Data was collected from the Islamic banking employees as financial 

literacy rate of the general public is very low in Pakistan specially from ICSR aspects.  

5.1.4. LIMITATIONS AND DELIMITAIONS: 

Current study is also not free from limitations. Limitations of a study does not mean 

that there are some flaws in the study, rather it shows some future directions for the scholars 

which were not covered in the study due to some constraints. Due to time, cost and resources 

constraints the present research has some limitations which may be the gap for future 

researchers. 

The first and foremost is that some of the Islamic CSR aspects may have been overlooked or 

may have given less importance only because of the lack of Islamic knowledge. Non-

availability of Islamic Shari‟a advisors was also an important issue as most of the Islamic 
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Shari‟a board members are in Karachi. It was not possible for the scholars to get in touch with 

the Shari‟s board members due to deficiency of time and cost constraints. Although efforts 

have been made to contact them but only few of them were contacted and most of scholars 

were out of approach. 

The second limitation is that the existing conceptualizations of ICSR and its different 

dimensions were imposed on respondents, respondents had to response for different 

responsibilities that had been identified and defined beforehand. This limitation is because of  

the close-ended questions as they are supposed to “putting words into respondent‟s mouth”. 

Third limitation is the respondent‟s ratio of male and female. In Islamic banking sector female 

employee ratio is very low and the data collected from the Islamic banking employees shows 

very less response rate of female. 
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APPENDIX II 

 

 

Research Questionnaire (PhD Research Study) 
 
I am a PhD scholar of Management Sciences, conducting a survey on “The Development and 

Validation of Stakeholder-Based Scale for Measuring Corporate Social Responsibility in 

the Islamic Banking Sector and Its Implication” to complete my PhD dissertation. 

Thank you in advance for your kind 

cooperation. 

 

Section A: General Information 

Profession:  ________________   Experience   _____________  

Gender   __________________     Age   _____________     

Education: ____________________   

a. Please Mark the YES   or   NO. 

i. Do you have basic knowledge of Islamic Banking?    

   YES NO 

ii. Are you the customer of any Islamic Bank              

   YES     NO 

iii. Do you have any idea of Corporate Social Responsibility?   

   YES NO 

iv. Do you think that Islamic CSR is different from conventional CSR in practice

   YES    NO 
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Section B: Please rate each statement in terms of the degree of agreement with each 
statement; encircle appropriate response based on the following scale 
 
SCALE: [1=Strongly Disagree] [2=Disagree] [3=Neither Agree nor Disagree] [4=Agree] [5=Strongly 

Agree] 

 

 

Islamic Economic Responsibility 1 2 3 4 5 

Islamic Banks have been successful in their economic responsibility.      

Islamic banks have been successful at maximizing their profits.      

Islamic Banks have a clear pricing policy      

Islamic Banks are Creating employment opportunities for local communities      

Islamic Banks always tries to improve its economic performance      

Islamic Bank Tries to insure its survival and long-term success      

Islamic Ethical Responsibilities 1 2 3 4 5 

Islamic Banks have a comprehensive code of conduct.      

Islamic Banks employees are required to provide full and accurate information to 

all customers. 

     

Islamic Banks practices are free of discrimination on the basis of age, sex or 

ethnic origin, etc. 

     

Islamic Banks respecting ethical principles in its relationships has priority over 

achieving superior economic performance 

     

Islamic Environmental Responsibility 1 2 3 4 5 

Islamic Banks undertakes initiatives to promote greater environmental 

responsibility 

     

Islamic banks take great care that our work does not hurt the environment.       

Islamic Banks achieves its short-term goals while staying focused on its impact 

on the environment. 

     

Islamic Banks reduced environmental impact by establishing partnerships       

Islamic Banks Trying to carry out programs to reduce pollution      

 Stakeholder welfare Responsibility 1 2 3 4 5 

Islamic Banks gives financial assistance to the poor and deprived in the areas where it 

operates. 

     

Islamic Banks are involved into partnership with community-based organizations       
Islamic Banks are contributing to the well-being of the community is a high priority at my 

organization 
     

Islamic Banks Investing in the community‟s development (i.e. investments in roads, schools or 

hospitals) 
     

Corporate Performance 1 2 3 4 5 

Islamic banks improving in the finance and performance (e.g. sales, profits, or 

return on investment, etc.) 

     

Islamic Banks improving in organizational effectiveness and efficiency (e.g. 

timing of launching new products or services, quality control or project 

management procedure for developing new products, etc. 

     

Islamic Banks improving in human resources development (e.g. employee skills, 

commitment to technological leadership, personnel development, etc.) 

     

Islamic Banks improving in preparing for the future e.g. quality/depth of 

strategic planning, indicators of partnerships and alliances, anticipating and 

preparing for changes in the environment, etc. 
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APPENDIX III 

  

 Frequency  Percent  

Missing  78  15.6 
 

Accounts In charge  
 

3  
 

.3 
 

Area Coordinator  
 

2  
 

.3 
 

Area Manager  
 

2  
 

.6 
 

ARM  
 

4  
 

.3 
 

Assistant  
 

6  
 

.3 

     

 

Assistant Manager 25 7.3 
 

Assistant Vice President 
 

10 
 

2.9 
 

Audit Officer 
 

1 
 

.3 
 

Banking Service Manager 
 

9 
 

.3 
 

BCOT Executive 
 

4 
 

1.2 
 

Branch Manager 
 

8 
 

.6 
 

BSO 
 

6 
 

1.5 
 

Business Development Officer 
 

9 
 

2.6 
 

CAD Officer 
 

1 
 

.3 
 

Cash Officer 
 

9 
 

2.6 
 

Cashier 
 

1 
 

1.2 
 

CCR 
 

1 
 

.3 
 

Chief Cashier 
 

1 
 

.3 
 

Chief Manager 
 

1 
 

.3 
 

Cluster Manager 
 

1 
 

.3 
 

Collection Officer 
 

1 
 

.3 
 

Conventional Officer Grade 
 

1 
 

.3 
 

Credit Assistant 
 

4 
 

1.2 
 

Credit Manager 
 

5 
 

.9 
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Credit Officer 
 

4 
 

1.2 
 

CSO 
 

3 
 

.9 
 

CSR 
 

1 
 

.3 
 

customer Relationship 
 

5 
 

.3 
 

Customer Services Officer 
 

9 
 

.6 
 

Establishment In charge 
 

1 
 

.3 
 

Executive 
 

1 
 

.3 
 

Forex Exchange Officer 
 

1 
 

.3 
 

General Banking Officer 
 

15 
 

2.9 
 

HR Officer 
 

8 
 

.3 
 

Inc Credits 
 

1 
 

.3 
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Inc Deposit 3 .3 
 

Inc Forex 
 

1 
 

.3 
 

In charge Credit 
 

6 
 

.3 
 

Junior Officer 
 

10 
 

1.2 
 

Manager 
 

24 
 

7.0 
 

Manager Teller 
 

1 
 

.3 
 

Manager Trade 
 

6 
 

.3 
 

MG10 
 

2 
 

.6 
 

MG9 
 

1 
 

.3 
 

Office Assistant 
 

7 
 

.9 
 

Officer 
 

3 
 

.6 
 

Officer ICU 
 

9 
 

.3 
 

OG I 
 

26 
 

7.6 
 

OG II 
 

34 
 

10.0 
 

OG III 
 

23 
 

6.7 
 

Operations Manager 
 

27 
 

7.9 
 

Operations Officer 
 

14 
 

.3 
 

Operations Officer 
 

10 
 

2.9 
 

PBM 
 

1 
 

.3 
 

Personal Banking Officer 
 

3 
 

.9 
 

Regional Manager 
 

1 
 

.3 
 

Relationship Manager 
 

15 
 

1.8 
 

Relationship Officer 
 

15 
 

2.3 
 

Retail Banking Officer 
 

12 
 

.9 
 

RM Assets 
 

2 
 

.6 
 

RM Trade 
 

1 
 

.3 
 

RM-CAD 
 

1 
 

.3 
 

Rural Finance Officer 
 

5 
 

.3 
 

SA 
 

1 
 

.3 
 

Senior Officer 
 

3 
 

.9 
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Service Quality Coordinator 1 .3 
 

SHROFFR 
 

1 
 

.3 
 

Sub Officer 
 

5 
 

.3 
 

System Admin 
 

5 
 

.3 
 

Teller 
 

10 
 

1.5 
 

Trade MG 
 

1 
 

.3 
 

TSO 
 

3 
 

.9 
 

Vice President 
 

4 
 

2.3 
 

Total 
 

500 
 

100.0 

 

 

Appendix IV 

Interview Questions: 
 

 

Interview Questions: 
1. What is CSR as per your opinion? 

2. What are CSR practices for banking sector? 

3. What is Islamic CSR concept according to your view? 

4. How you can differentiate conventional CSR and Islamic CSR? 

5. What are practices or activities which are undertaken by the Islamic banks as CSR in 

Pakistan? 

6. What activities you can propose or suggest for Islamic banking CSR to be undertaken? 

7. Final Question: 

A well-known author suggested four dimensions of CSR: economic, ethical, legal and 

philanthropic. Do you think that is there any other dimension of CSR can be added? 
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APPENDIX V 
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  Economic Environment Ethical ICSR Performance Stakeholder Welfare 

Comm04           0.808 

Comm04       0.555     

Comm06           0.805 

Comm06       0.547     

Comm07           0.753 

Comm07       0.521     

Eco01 0.683           

Eco01       0.369     

Eco02 0.837           

Eco02       0.614     

Eco03 0.752           

Eco03       0.541     

Eco04 0.879           

Eco04       0.589     

Eco05 0.725           

Eco05       0.625     

Eco06 0.822           

Eco06       0.614     

Envir01   0.810         

Envir01       0.577     

Envir03   0.866         

Envir03       0.709     

Envir05   0.870         

Envir05       0.660     

Envir06   0.722         

Envir06       0.568     

Envir07   0.797         

Envir07       0.536     

Eth03     0.731       

Eth03       0.474     

Eth04     0.780       

Eth04       0.642     

Eth05     0.839       

Eth05       0.622     

Eth07     0.804       

Eth07       0.672     

Leg03       -0.088     

Leg04       0.115     

Leg06       -0.080     

Perf01         0.565   

       

Perf02         0.423   

Perf03         0.815   

Perf04         0.354   

Initial Measurement Model  

Outer Loadings 
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Modified Measurement Model  

Outer Loading 
 

         Economic Environment Ethical ICSR Performance Stakeholder Welfare 

Comm04           0.808 

Comm04       0.556     

Comm06           0.805 

Comm06       0.548     

Comm07           0.752 

Comm07       0.519     

Eco01 0.683           

Eco01       0.368     

Eco02 0.837           

Eco02       0.613     

Eco03 0.752           

Eco03       0.542     

Eco04 0.878           

Eco04       0.589     

Eco05 0.725           

Eco05       0.626     

Eco06 0.822           

Eco06       0.614     

Envir01   0.810         

Envir01       0.578     

Envir03   0.866         

Envir03       0.709     

Envir05   0.870         

Envir05       0.659     

Envir06   0.723         

Envir06       0.570     

Envir07   0.797         

Envir07       0.535     

Eth03     0.732       

Eth03       0.476     

Eth04     0.780       

Eth04       0.641     

Eth05     0.839       

Perf05         0.675   

Perf06         0.463   

Perf07         0.644   
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Eth05       0.623     

Eth07     0.804       

Eth07       0.671     

Leg03       -0.092     

Leg04       0.119     

Leg06       -0.076     

Perf01         0.653   

Perf03         0.873   

Perf05         0.741   

Perf07         0.724   

 

 

 

Structure Model 

Outer Loadings 

  
Original 
Sample 
(O) 

Sample 
Mean 
(M) 

Standard 
Deviation 
(STDEV) 

T Statistics 
(|O/STDEV|) 

P 
Values 

 Comm04 <- Stakeholder Welfare 0.808 0.809 0.024 33.626 0.000 

 Comm04 <- ICSR 0.556 0.558 0.042 13.215 0.000 

 Comm06 <- Stakeholder Welfare 0.805 0.804 0.021 39.237 0.000 

 Comm06 <- ICSR 0.548 0.548 0.042 13.063 0.000 

 Comm07 <- Stakeholder Welfare 0.752 0.754 0.023 33.155 0.000 

 Comm07 <- ICSR 0.519 0.521 0.035 14.830 0.000 

 Eco01 <- Economic 0.683 0.683 0.060 11.354 0.000 

 Eco01 <- ICSR 0.368 0.368 0.081 4.515 0.000 

 Eco02 <- Economic 0.837 0.837 0.020 41.288 0.000 

 Eco02 <- ICSR 0.613 0.609 0.049 12.419 0.000 

 Eco03 <- Economic 0.752 0.754 0.021 35.060 0.000 

 Eco03 <- ICSR 0.542 0.542 0.043 12.513 0.000 

 Eco04 <- Economic 0.878 0.878 0.010 88.881 0.000 

 Eco04 <- ICSR 0.589 0.587 0.043 13.546 0.000 

 Eco05 <- Economic 0.725 0.724 0.031 23.372 0.000 

 Eco05 <- ICSR 0.626 0.624 0.045 13.805 0.000 

 Eco06 <- Economic 0.822 0.820 0.021 39.231 0.000 

 Eco06 <- ICSR 0.614 0.609 0.046 13.318 0.000 

 Envir01 <- Environment 0.810 0.807 0.026 31.630 0.000 

 Envir01 <- ICSR 0.578 0.572 0.045 12.928 0.000 

 Envir03 <- Environment 0.866 0.866 0.014 62.733 0.000 

 Envir03 <- ICSR 0.709 0.707 0.030 23.776 0.000 

 Envir05 <- Environment 0.870 0.870 0.012 71.819 0.000 

 Envir05 <- ICSR 0.659 0.658 0.029 22.874 0.000 

 Envir06 <- Environment 0.723 0.721 0.029 25.276 0.000 

 Envir06 <- ICSR 0.570 0.568 0.034 16.690 0.000 

 Envir07 <- Environment 0.797 0.798 0.020 40.846 0.000 

 Envir07 <- ICSR 0.535 0.536 0.036 14.989 0.000 
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Eth03 <- Ethical 0.732 0.731 0.029 25.074 0.000 

 Eth03 <- ICSR 0.476 0.472 0.045 10.523 0.000 

 Eth04 <- Ethical 0.780 0.776 0.029 27.269 0.000 

 Eth04 <- ICSR 0.641 0.637 0.038 16.747 0.000 

 Eth05 <- Ethical 0.839 0.837 0.021 40.635 0.000 

 Eth05 <- ICSR 0.623 0.623 0.031 19.969 0.000 

 Eth07 <- Ethical 0.804 0.804 0.019 42.732 0.000 

 Eth07 <- ICSR 0.671 0.669 0.028 23.990 0.000 

 Leg03 <- ICSR -0.092 -0.091 0.058 1.570 0.117 

 Leg04 <- ICSR 0.119 0.122 0.058 2.040 0.042 

 Leg06 <- ICSR -0.076 -0.068 0.061 1.250 0.212 

 Perf01 <- Performance 0.653 0.640 0.073 8.990 0.000 

 Perf03 <- Performance 0.873 0.873 0.016 54.408 0.000 

 Perf05 <- Performance 0.741 0.743 0.033 22.325 0.000 

 Perf07 <- Performance 0.724 0.720 0.044 16.391 0.000 

  

 

 

 


