Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) e o
Vol 3, No 3, 2012 IIS'E

Corporate Social Responsibility
Disclosure: A Comparison Between | slamic and
Conventional Financial Institutionsin
Bahawalpur Region

Mr. Taimoor Hassan Abbasi, Ambreen Kausar, Humadistiefza Inam, Humara Nasar, Rabia Amjad
The Islamia University of Bahawalpur, Pakistan.

Abstract

Purpose:-The purpose of this paper is to compareCtrporate Social Responsibility practices innsta
and Conventional banking. And the working of CSPbath IFIs and CFls or either both institution work
on same pattern.

Design/methodology/approach: - By using contentlyais approach, the paper examine the working of
Corporate Social Responsibility practices in 1@rsikc banks and 10 Conventional banks.

Findings:-The results show positive & little sigoédnt difference in the level and the degree of the
disclosures between Islamic and Conventional bankirhis difference is due to expose of IFls by
religious Islam.

Originality/value: - This paper’s contribution toet literature shows the actual difference betwdddSRD
between Islamic and Conventional banking, by coingadisclosures between Islamic and Conventional
banking. The paper shows the level of pressurslaf on CSRD in Islamic banking.

Keywords. - Corporate Social Responsibility, Disclosure, Isldimancial institutions, Islamic Banking,
Conventional banking.

Introduction:

CSR is great social and legal responsibility predidy banks. But this service is more related famg
banks. It shows friendly and kind behavior of oiigation for its employees and customers. It isechll
ethical investment because it increases the pesithpacts of an organization. CSR can influence the
whole society, as it is related to social and moralues. CSR is used to incorporate social and
environmental policies to improve their relationshiith stakeholders. It is the obligation of bartks
provide social justice to their customers. CSR gnefocial norms and ethical values on profit. SRC
practices inhabit the profit (Manuel and Lucia, 200It is considered as a competitive edge for
organizations (Branco and Rodrigues, 2006). CSR b rising since 1070s (Mazurkiewicz, 2004).
People perceived that CSR provides good governamagloyee’s rights, education and training. Corfeora
responsibilities include relationship of banks withople, stakeholders and other communities. Bardys
loss their investments by following CSR, becausestraint unethical investments (Reyes 2002). GSR
most forceful, complicated and exigent sector inksa(Gustafson, 2006). CSR also works for the welfa
of the society (Osho, 2008). Banks can influenceirtenvironment positively by implementing CSR
(Ogungbayi, 2009). CSR helps to carry businesschvis relevant to environmental conditions (Ajala,
2009). CSR shows the relationship of banks to theiesy (Akinloye, 2009). CSR includes social,
economic, ethical and unrestricted responsibilitiaschie, 1979). Corporate Social Responsibility is
concerned with managers and accountants, asdtated to profit of organization. CSR helps to muea

the interdependent relationship between banks aodognic system. CSR works for social welfare more
than the interest of firm and legal requirementSRCfollows Islamic rules of Shariah, which provides
social independency to common people. It prohiliggal banking, so it is implemented in Islamicnka

all over the world. CSR is obligation of banks t@amage their social, economic and environmental
activities at local and global level. CSR was idtroed in late 1960s and early 1970s. CSR provides
financial and non-financial information regardingcil culture of organization (Guthrie and Mathews,
1985). CSR has become widely used research profitem last few decades. The purpose of Islamic
banking is to provide social justice without anylkmitation (Usmani (2002, p. 113). In Islamic caoies,
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government supports the implementation of CSR @1a2004; Yunus, 2004). Accounting and Auditing
Organization for Islamic Financial Institutions papt the development of CSR (Sharani, 2004; Yunus,
2004). A Number of Islamic banks are not workingading to the rules of Shariah (Usmani, 2002)sThi
research paper is an addition to the existing kadgé of CSR. This research paper tests the reshiijoof
different determinants with CSR. These determinaares, social disclosure, economic development,
corporate governance, zakat deduction, socialcgistnd accounting policies, new channels of investm
Most of the determinants are related to Islamiesuso they are implemented in Islamic bankingirp&se

of this Research paper is to analyze the comparativdy of CSR in Islamic and Conventional banking.

LITERATURE REVIEW:

In Islam,social justice plays a vital role in developing a society. Itisarly said in Holy Quran;

“We send our Messengers with clear signs and samhdvith them the Book and the Balance (Right and
Wrong), that men may stand forth in justice” (ThelyHQur'an S57:25). CSR practice with relation to
Islam emphasis on the theme of Islamic values ascéocial justices, balance life, human well beifitt
providing the basic requirement of human needs [§€hal 992). In Islam business point of view, eves/o
is accountable in front of GOD about their respbitisy towards humanity (Haniffa and Cooke, 2001).
Islam is based on all aspect of life. It not onbncern with individuals but also give guide line gmcial
responsibilities and business matter (Tinker, 2004 basic part of Islam is based on social jestind
economic stability which have no limits (Ebrahimdafoo, 2001). For the social accountability in the
society, Islam introduce the system of zakat anthtions from both individuals and business, so ttheite
may create balance between the distribution of tivdstween rich and poor (Lewis, 2001). CSR prastic
are basically introduced to provide the social igst to the society (Gray et al., 1987). Islam is
combination of all aspects of society either ipditical, laws, community welfare and social jasti All
Islamic values about human life either individualbmsiness are stated in Holy Quran and Sunah (Rice
1999). Socieeconomicjustice is necessary for Islamic banking. The maimpose of Islam of socio-
economic order is fair and justice in society (HEima and joo, 2001).In Islam it is said that the@ n
discrimination with anyone. So the main aim of tsla Shari’'a is to provide the safety, security aumstice

to people for their belief, life, wealth and prospeequally (Kalma, 2005).Islamic banking systeeighthe
poor people by providing them resource of inconstead of charity funds (Agawall and yousaf, 2000;
Hassan, 1995).

Social disclosure in Islamic banking is required for social justiaed accountability. Islamic banks were
mainly setup to avoid misuses of social justice distribution of wealth (Usmani, 2002). In accordan
with Islamic rules, dealings of company cannot caditt societal and moral values (Usmani, 2002).
Islamic banks are confident and optimistic for iempkentation of CSR (Sharani & Yunus, 2004).
New channels of investments and financing strasegie adopted by Islamic banks (Usmani, 2002). This
will help to improve economic standard of small inessmen. Profit and loss sharing (Musharkah) is
adopted in Islamic banks (Usmani, 2002). Some lgldranks are not focusing on social and moral \&lue
of Shari’ah (Usmani, 2002). All organizations haight to follow their personal interest and objeet
related to social surroundings (William, 1999). dain the trust of people, Islamic banks shouldofell
Shari'ah (Baydoun and Willett, 2000). Stakeholdepsjitical economy and authorities define that
companies and individuals are linked with socid®arhanahthan, 1976; Deegan, 2002; William, 1999).
Organizations should be aware that either theyvarking under social values or not (Deegan, 20C8R

is related to organization’s action for prosperitly society (Bowman and Haire, 1976). Financer and
managers are responsible for all business actvitie (Lewis, 2001).
According to Quran and Sunnat, organizations shpeldiorm dealings according to economic and social
honesty, such as charity, Musharkah, interestlé@e and zakat (Sadeghzadeh, 1995).

Islam does not allow any illegal or unfair divisiof wealth because it focuses on social and ecamom
honesty. If Islamic banks want authority for theirrvival, significant knowledge about CSR should be
reveal by them (Sadeghzadeh, 1995). Social dis@adepends on number of residents in particulaoneg
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and social and political environment (William,989 Newson and Deegan, 2002). Public independence
and liberty is associated with political rightswilll restrict social disclosure (William, 1999} ihcreases
the restriction on business activities by concergedernment (Gastil, 1891). Islamic banks working i
social and political liberties can easily reveal RC®Villiam, 1999). So a negative relationship exist
between CSR disclosure and public and political idation. If size of population is large in concextne
society, it will influence CSR disclosure. Numbédrpeople decides the level of CSR activity. If faia
bank depends on financial help from public, it veiiswerable to society for CSR practices (Newsah an
Deegan, 2002). Islamic banks are more answerablsdial disclosure irrespective of local principle
because they are answerable to Islamic societyl(MA&#®7). CSR disclosure in Islamic banking iseated

by authority of people (Karim, 1990). In case afjlmnumber of people in concerned area, a strdsbeavi
created on Islamic banks to retain their authdfyberto, 1992).

Bank manager is negotiator for both stakeholdedsMundaribs. Islamic banks do not allow profit eai

on their actions performed under Shari'ah (Usmati02). Many Islamic banks are using Islamic
Governance, which supervises in order to contredglieement of interest between Mudaribs and masager
of banks. SSB controls any innovations in Islamémking rules. SSB is not compulsory for banks. It
evaluates either banks are working according tacjples of Shari'ah (Baker, 2002). In last 30 years
Islamic banks are flourishing. They should obeyesubf Shari’ah. They are revealing less than that i
predicted about them.

In ethical values of Iam depend on humanity, social welfare, check andrgaland equaights that is
basic of brotherhood and all types of human nelstimic ethical values also provide equal imporéatee
the customers and stakeholders by providing fairlzest services. Islam provides a society whidhaised

on justice that is free from exploitation (Usma2@02) The freedom of every individual is importamt
Islam either it does not exploit the right of other does not have any controversy with societaébies of
Islamic society e.g. gambling or alcohol drinkirrg ¢he activities that effect the Islamic societyMuslim
Umma. Private ownership is also an ethical rightstdm because according to this right everyone can
transfer his property(chapra,1992).all the emplsyed boss have equal right and answerable to semeo
e.g. in Islam khalifah and their empowers employeas answerable to Allah Almighty(Hamid et al,1993;
lewis,2001).Everyone have equal opportunity ttizgithe resources to create maximum vyield accgrdin
to Allah’s guidance to maintain the welfare andtipesin society(Metwally,1997).I1FIs provide the adju
opportunity of training, development and advantagegmployees. IFIs avoid from negative issues on
work place and emphasized on positive behavior tdweaployees and stakeholder. Basic Islamic values
are Zakat and charity because these social vakdsce the difference b/w rich and poor. Due todhes
activities circulation of wealth increase so thig\g reduce the gap (Lewis, 2001). Zakat and chati&o
support to the education Health and social welf&ut. all these values are not found in conventional
banking. So Islamic banking system and CSR have= mesemblance as compare to conventional banking.
Riba (interest) is prohibited in Islam's Islamic bankevide interest free loan means no return to debtor
Interest is wealth that gain without any effort isds not permissible in Islamic banking (Mirza and
baydoun, 2000).Prophet Muhammad (S.A.W) strictigpifd the all form of interest in his last pilgrimag
speech (Ahmed and Hassan, 2007).To enhance the s@ifare and ethical investment IFIs work on the
bases of prohibition of interest and profit andsledaring. It mean if creditor faces the loss/praébtor
also have equal sharing or sharing according tocthract in loss/profit (Llias, 2008).This modeks o
financing is only found in Islamic banking. Zakatthe back bone of Islamic banking. It collecteairfr
rich people and distribute among the needy pedileslims business rules based on of shari’ah. Beceus
has special social purposes (Haniffa and Hudaib7pConventional banking concentrate only their own
interest saving (William, 1999).But Islamic bankipgeserve the rights of individuals (Sadeghzadeh,
1995)Islamic micro financing scheme means programs which are introduced for the puerpofs
extending small loans to a very poor people toaahself employment projects which generate incfame
them and their families(Microcredit Summit,2004)eTworld bank organized this program to reduce
income inequalities and poverty.

Mudarabah is one of the micro financing schemes in whichitedyprovider or microfinance institutions
(rabbul Mal) and small entrepreneur (mudarib) beesra partner. Profits are shared by both partiés bu
loss bears only one capital provider Muzara’ah feren of mudarabah contract in which micro finance
institutions provide land or monetary capital farrhing products in return or sharing of harvesttioa
basis of agreed profit sharing ratio. Capital pdevineeds a large amount of capital and has to geanisk
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involved in it. MUSHARAKAH FINANCING is a micro financing technique in which microfican
institutions enter in the partnership with micrdrepreneurs. If there is profit, it will be decided the
basis of pre-agreed ratio but if there is a lossilitbe shared on the basis of capital contributioargin.
MURABAHAH FINANCING is a mode of micro-finance in which micro-finariostitutions requires to
acquire and purchase assets or business equipntetiien sell that asset to the entrepreneur at opark

is a more practical and suitable scheme in miararfcing |l JARAH FINANCING is a long term contract

of rental subject with particular conditions of 8tah. In it micro-finance institutions purchasesthsset
first and then offer the customer for lease anditirte is responsible for risk involved in assets.
QARDHUL HASAN means interest free loan. These loans are cafladtiful loans in Arabic. That loan

is given to any person with the intentions thabhehe gives money to someone who is too poor antd ¢
give money back him or she only wants to pleasally this act (Mirakhor and Igbal, 2001).

Verbal meaning oZakat is to grow and to increase anything (Qardhawi,020Bakat means to purify and
clean anything from rubbish or dirt. It is a spigt way of purifying something like money. Nobodgaith

can be purified even though he will not fulfill thights of other people whatever Allah gives him in
excess(Maududi,1988).The main purpose of givingzakto satisfy Allah who gives us every thing

Islam is a religion of Muslims and they have folléavthe terms and conditions of Islam. Islam gitres
concept of zakat. Zakat means the transfer of ostnigrfrom one individual to another under certain
conditions. Zakat is one of the basic five pillafdslam. It is the duty of Muslims to give the pagnt of
Zakat. The eight beneficiaries are mentioned in Ghean (Surah At-Touba; 60). Zakat gives to those
people who need it. Zakat purify money and inaeeasontinuously. Allah likes those people whdfiful

his orders and gives them more and more

It is the main objective of payment of Zakat .Byiog zakat favorable effects may be occur in agateg
consumptions ,savings ,investment ,aggregate suydhbor and economic growth .In Zakat institugpn
efficiency means that how well company is usingirtmesources for meeting the objective of socio-
economic justice. Governance means a processcomgplete structure of managing and directing the
affairs of zakat intuitions. It is required to ckethat needy people get the payment of Zakat. These
institutes are specially designed for the socialfave of any country. The pleasure of Allah is usho
important for Muslims. Always try to fulfill orderof Allah

According to Shariah, Islamic economics systemdtist Islamic principles; all the business andhfinial
transactions are free from Interest, all the goo@sles, services are Halal according to Islamiatpof
view, transactions which have high uncertainty mesults to financial loss and payment of zakat tliéc
very important Islamic economic system consistdaoth profit and non- profit  financial institutisn
Profit financial institutions are those which geaterg profit through business. Like banks and laesue
firms. On-profit financial institutions are thosehieh do not generate profit like zakat institutipns
Baitulmal etc. Zakat institutions have directly ateld with economic system (Khan, 1995).Muslim
countries considered zakat as a peripheral systerasa main part of fiscal system. Taxation caersid

as an important part of fiscal system. Zakat ilntary system which means that it is not compylso
whoever wants to pay money(Baker and Rehman,20@dekh Islamic institutions have more focus on
wealth generating institutions like Islamic banksdaslamic Insurance etc and little focus on wealth
distribution institutions like zakat institutions.

Islam encourages people to earn and make thes Gvenfortable. Muslims have to follow rules of Qura
that is their first duty. Allah always reminds Ms$ to make a balance between world life and hereaf
Socio-economic justice is the main objective ofataind it can be achieved when there is a balance
between mechanism of wealth creation and wealtkrildision. Proper distribution of zakat is very
necessary for development of any country.

Zakat is used for the purpose of increase savingsa@oids cautious savings like hoarding (Choudhury
1983).Effect of Zakat on savings depends on natfimnsumption on which society believes (Metwally,
1986). Zakat reduces poverty which is one of thgomaroblems faced by the society. Islam encourages
rich people to invest their money on poor peopkntboverty reduces and employment and productivity
increases. Its mutual responsibility to help othierime of need that is actually a basic concdgdslam
(Afzal, 1980)

Islamic banking system introduced new ways of folag loans and open new channel of investing money
which led the country to the path of developmensr(idni, 2001). In his later paper, he says that the
permitted ways of financing in Islamic banks aré¢ banned according to the laws of Quran and Sunah
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(Usmani, 2002). IFIs not only mean the responsieditowards human as religion obligation but aso
financing body (Farook, 2008). The corporate dogarformance is the main issue for incnegsi
interest , in the business world (Caroll , 19@riffin And Mahon, 1997 ). There has beewatous
measures that control the organizational fonst busy in a larger set of stakeholdersl laring
beside the large options of inputs , processeernally and then provide results (Waddécid
Graves, 1997; Wood, 1991)

Generally this paper provide the informatiordbout CSR strategies and etc . The analystside
information to others , the analysts is the di@chan between the firms , CSR strategies thed
capital market . The CSR behave to createertsfor firms for long time then these valuereate
investment suggestions for the analysts (M#sg&lfenbein And Walsh, 2007).

First reasons tells that if long term fin@hcperformance affects CSR by operating tteue for
the biggest line of stakeholders , customgeemployees , and competitors . the outpshsuld
changes in financial performance and direcilypact on analysts suggestions . Secondly ,
multidimensional funds are invested in sogialésponsible firms , in this way there iigrease in
demand for analysts, who can understand tI8R Gtrategies . Thirdly the CSR increase thekstoc
price. This increase is due to the substhnteédues of funds , that for investment @SR . This
will also affect the analysts suggestionghi€ amount of funds is large the investtake pressures
on the stock price of these companies thaalify as corporate social responsibilityn these
conditions the demand curve for these stoekidl shift downward , that there is elady in the
demand curve (Shleifer, 1986; coval and stafford).

In Islamic banking systeror porate governance is increasing in size due to ethical values wtatthact

the customers and stake holders. But some papevessihie Islamic banking system have deficiency of
empirical analysis. The most important and latesns which is mostly discussed about Islamic banisn
corporate and shari'ah governance. Strong corp@aternance increases the transparency, honesty and
responsibilities within the whole organization aachong all the stakeholders. Shari'ah governance is
necessary for Islamic banking to creating and raaiing the confidence of all the stakeholders and
shareholders in all activities of banking (Hasad &tassan, 2011). Islamic banking needs more caompora
governance to omit the weaknesses of the pastoaindriease the transparency by monitoring the firen
activities (Archer et al, 1998). Islamic banks gmance is depend on ethical values. But the gap of
communication is so high b/w Islamic banks. That éffiect on Islamic governance. Ethical identityame
mission and vision of organization should be cl@ap management should be co-operative. Organizatio
should be society oriented (Haniffa and Hudaib,70he corporate governance in Islamic banking dase
on monitoring level. As the monitoring level abaovestment is increase according to the shari'dd itu
will increase the corporate governance. Social poiitical environment, right and responsibilitielsa
affect the corporate governance because it affeetefficiency of the organization.

Governance of Islamic banks is monitor by Sharbalard. The employees of Islamic banks have a unique
skill to monitoring the riba conflict b/w managemenf bank and stakeholder (Karim, 1995). Inside
corporate mechanism also have an important roleifogress of the organization (Ho and Wong, 2001).
Sound inside governance mechanism provides to ganmation more success and enhance the
organization image. When the SSB members incrédaerease the CSR revealing that will increase the
monitoring abilities. It is basic demand in sevdsémic banks. Islamic banking require more rewmgabf
CSR information. So all the members of SSB giveitleas and implement the Islamic laws in better way
(AAOIFI, 2003). Communication b/w the corporate nears and SSB member is also a source of
revealing the CSR information (Dahya et al, 19983ining of Shari ‘a supervisory board members also
increase the corporate governance and developter letage of Islamic banking. Communication with
customer has positive effect on image of the omgiun that is increase performance/governancéef t
corporation. Top members of the management alsp ipigortant role in creating the image of the
organization (Lee’s, 2004).Cleastatus of the Islamic banking is also a reasortofjood image and to
attract the customers because it has interest lae techniques like in Saudi Arabia (shook and
Hassan,1988; Zaher and Hassan, 2001). Stabilityaimsactions is also a reason of its good imagehasd
effect on its governance (Rose and Thomsen, 200d3tly commercial banks follow the principles of
Islamic banking system due to its good image amomstomer (Zaher and Hassan, 2001).The TOP
management of an organization has great role teldpvthe image of the organization like Malaysian
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banking sector has a unique image among their custaue to its management. Because it's CEO has
good ethics with his customers. Good ethics alfexethe customer perception (Grunig, 1993).

Economic development can be seen through increasing number of wellgopéople. People having good
jobs are sign of economic development as they aralying due to poverty. Their life style is impiog.
CSR is closely related to economic developmentidemnway. CSR is providing justice and social efjyal

to the society. CSR is contributing to sustainadohel prosperous society. To see what CSR is actually
contributing to the society, some overstatementsishbe avoided. CSR is working against the violatf
employee’s rights. Organizations, in which theréaisreaching supply chain and large number otivigi
customers, CSR is not working properly. Only inemdive industries where customers are aware of huma
rights, CSR practices are widely used. Destruatibbasic rights of workers restricts the authodfyCSR

for development. CSR cannot substitute’s governmbatause in case of privatization, CSR cannot
provide basic rights. Workers rights are confinembtigh cooperative bargaining. A social equivalent
required to confine employee’s rights by rules ofvgrning bodies. A social consideration is required
between government and social associates for Gkuzdhl contract. CSR has variable prospectivectsffe
Impact of CSR can be checked by role of governnrecbnfining rights of employees. CSR is working
properly in those countries where labor rules axpased. These rules are mostly imposed in democrati
countries. NCP’s are setup by government to progdalelines to CSR. These guide- lines can be
considered as standard. Suppose a contract betyeeennment and IMF which needs to sell government
assets and decrease wages, so this opportunity ¢en refused by government.

It has arranged social dialogue between Globalrerises, which help to generate Global cooperative
bargaining. ITS multinational firms made 10 contsad hese contracts help workers to arrange theessel
Global social dialogues and contracts enable werk@metermine solution of their problems. Prodigcti
employee’s relation can be enhanced through situatieveloped by UN Global compact. Independent
codes of conduct are also an important aspect d&®.G®r social audit firms, it provides significant
services. Government and trade unions are notcjating so freedom of relationship and cooperative
bargaining might be ignored. It concludes that GSRot actually protecting workers rights. Unilatieor
independent code provides liberty to workers taakger their fundamental rights. In CSR, trade wani®
providing self organization to workers. Sometimesiisguides about workers real demand. At workplace
it provides union to workers. New upcoming markats providing equal opportunities as OESD (Baskin,
2006). There is a little difference between top panies ad newly set up markets for CSR activitgllev
(Baskin, 2006). CSR helps in development of povre to economic changes in developed countries,
such as democracy, liberty and privatization catiseslevelopment of CSR (De Oliveira, 2006). Puepos
of CSR is to solve the problem of unemployment,quiaé distribution of wealth and corruption in bami
(De Oliveira, 2006). Multinational investments piges social benefits (Gabrial, 1972)

Now SRI is also determining of CSR. CSR is helpitg seek FDI for developing countries.
Global instructions are promoting economic develepin CSR is making environment that cause
economic equality. It focuses on investment and ingav to generate jobs and
human capital (Nelson, 2003). When a country depeod international financial institutes for its
economic prosperity, government can compromise amamand social values. CSR in developing
countries is a fabulous opportunity to provide kienlge of CSR.

The corporate social performance is the main igeuéncreasing interest, in the business world. rEéhe
have been various measures that (Carroll, 199%fisand Mahon) control the organization functions
engage in a larger set of stakeholders and linegide the large options of inputs, processes ialigrand
then provide outputs. (Waddock and Grave, 1997; #/4891).Generally this article provides informatio
about CSR strategies and etc. In this the analgstside information about others, analysts is the
middleman between the firms, CSR strategies andapéal markets. The CSR behave to create respect
for firms for long time then these behaviors craatestment recommendations to the analysts (Msgoli
Elfenbein and Walsh 2007). The importance of CSRrimation is attached to the impact of analysts,
results and outcomes of customers to impact ofr theéommendations. The work of finance and
accounting creates important role for analysthedapital market. CSR strategies explain varieasons
that affect the sell side analysts. First if loegnt financial performance affects CSR by operatialgies

for the line of stakeholders, customers, employeescompetitors. The results should changes imdia&a
performance and directly impact on analyst’s sutjges. Secondly, various funds are invested inaslyci
responsible firms, in this way creating increaselé@mand analysts. Thirdly, the CSR increase theksto
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price, this increase is due to the substantialesbf funds, that, s for the investment in CSRsWill also
affect the analyst’'s suggestions. If the amounfuofls is large the investors take pressure on tiek s
price of these companies that qualify and socigdgponsible. In these conditions the demand cuve f
these stocks, will shift downward that is thereelasticity in demand curve (Shleifer 1986; Covatl an
Staffors). Finally there is increase in demandgi@viding information related to the CSR strategieso
the investment community.

HYPOTHESIS GENERATION:
HO: There Is No Significant Relationship Between CSBcEces And Islamic Banking.

H1: There Is A Significant Relationship Between CSBdces And Islamic Banking.
HO: There Is No Significant Relationship Between CSBcRces And Conventional Banking.
H1: There Is A Significant Relationship Between CSRdtces And Conventional Banking.

SUB HYPOTHESIS:
HO: There is no significant relationship between CS&cfices and Social Justice and

Accountability.

H1: There is a significant relationship between CSRficas and Social Justice and
Accountability.

HO: There is no significant relationship between C$&tfices and
Social Disclosure.

H1: There is a significant relationship between CS&ttices and Social Disclosure.

HO: There is no significant relationship between C8&tfices and Ethical value of Islam.
H1: There is a significant relationship between CS&fices and Ethical value of Islam.

HO: there is no significant relationship between C$&fices and New channels of investment.
H1: There is a significant relationship between CS&tfices and New channels of Investment.
HO: There is no significant relationship between C$&tfices and Corporate governance.

H1: There is a significant relationship between CS&tfices and Corporate governance.

HO: There is no significant relationship between C$&ttices and payment of Zakat.

H1: There is a significant relationship between CS&ttices and Payment of Zakat.

HO: There is no significant relationship between Q#&ctices and Economic development.
H1: There is a significant relationship between CS&tfices and Economic development.

HO: There is no significant relationship between C8&ttices and Financing policies.

H1: There is a significant relationship between CS&tfices and Financing policies.
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VARIABLE
Gender

Zakat Deduction

Encourage New
Channels of
Investment

Working
Satisfactory for
Social
Disclosure
Focus on Ethical
Values of Islam

Implementation
of Microfinance
Schemes

Economic
Development of
Society

Working of CSR

Social Justice
Towards
Customer

Working of
Corporate
Governance

Results & Discussion:

This report is about the working of CSR practicesislamic banking and conventional banking. In it,
Questionnaires are filled from employees of Islaamd conventional banking and check the resultse He
are the results of 50 questionnaires for Islamitkbaand 50 questionnaires for Conventional bankes&
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ISLAMIC BANKING SETUP

Mean Value S.D.

1.26 0.44309

1.52 0.57994

1.76

1.92

1.7 0.67763

2.38

1.86

2.08

1.98

2.24

are the comparative results of both banks. Detditeese calculations are given below:-

First variable iZakat deduction. Here results are interpreted on the basis otthedues:-Mean S.D and
Variance. For Conventional banks, Mean value i$,231D 0.89 and Variance is 0.784. For Islamic Bank
results are slightly different like, Mean value .51S.D is 0.58 and Variance is 0.34. It shows that
Islamic banking there is little variation in valuas compare to Conventional banking. There is gtron
positive relationship of CSR practices with Zakatldction in Islamic banking as well as in Convemdilo

banking there is positive relationship. Therefareept H1.

Second variable i encourage new channels of investment. Here results are interpreted on the basis of
three values:-Mean S.D and Variance. For Convealtibanks, Mean value is 1.92, S.D 0.75and Variance
is 0.56. For Islamic banks results are slightlyaddnt like, Mean value is 1.76, S.D is 0.52 andidee is
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Variance
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0.27. There is strong positive relationship of C@Rctices with new channel of investment in Islamic
banking as well as in Conventional banking thergoisitive relationship. Therefore accept H1.

Third variable isvorking satisfactory for social disclosures. For Conventional banks, Mean value is 2.06,
S.D is 0.79 and Variance is 0.629. For Islamic lsamsults are slightly different like Mean valueli92,
S.D is 0.78 and Variance is 0.606. There is strpogitive relationship of CSR practices with social
disclosures in Islamic banking as well as in Comiegral banking there is positive relationship. Téfere
accept H1.

Fourth variable id~ocus on ethical values of Islam. For Conventional banks, Mean value is2.64, S.D is
1.05and Variance is 1.092. For Islamic banks resade slightly different like, Mean value is 1.7DSs
0.68 and Variance is 0.46. There is strong positelationship of CSR practices with ethical valwds
Islam in Islamic banking as well as in Conventiobahking there is positive relationship. Therefaceept
H1.

Fifth variable islmplementation of microfinance scheme. For Conventional banks, Mean value is 2.72,
S.D is 0.7835and Variance is 0.614. For Islamickbaesults are slightly different like, Mean vaise.3,
S.D is 0.945 and Variance is 0.89. There is pasitelationship of CSR practices with Implementatdén
microfinance scheme in Islamic banking as well msConventional banking there is strong positive
relationship. Therefore accept H1.

Sixth variable isEconomic Development of society. For Conventional banks, Mean value is 1.98, S.D i
0.84 and Variance is 0.71. For Islamic banks resale slightly different like, Mean value is 1.8PSs
0.49 and Variance is 0.24. There is strong positiekationship of CSR practices with Economic
Development of society in Islamic banking as we#l m Conventional banking there is positive
relationship. Therefore accept H1.

Seventh variable iworking of CSR. For Conventional banks, Mean value is 2.38, S.ID.2 and Variance
is 1.21. For Islamic banks results are slightlyediént like, Mean value is 2.08, S.D is 0.66 andiafee is
0.44. There is strong positive relationship of Q8Rctices in Islamic banking as well as in Conveamsi
banking there is positive relationship. Thereforeept H1.

Eighth variable issocial justice towards customer. For Conventional banks, Mean value is2.22, S.D is
0.93and Variance is 0.86. For Islamic banks resarsslightly different like, Mean value is 1.98PSs
0.58 and Variance is 0.34. There is strong posi&@ationship of CSR practices witlocial justice towards
customer in Islamic banking as well as in Convergldbanking there is positive relationship. Therefo
accept H1.

Ninth variable isworking of cooperate governance. For Conventional banks, Mean value is2.62, S.D is
0.66 and Variance is 0.44. For Islamic banks resaife slightly different like, Mean value is 2.3D is
0.77 and Variance is 0.59. There is positive reftathip of CSR practices witlvorking of cooperate
governancean Islamic banking as well as in Conventional bagkihere is strong positive relationship.
Therefore accept H1.

Conclusion:

The above result of content analysis shows two rieatde clarifications. First, CSRD is presently mos
common practice between financial institutionsmost of those disclosures there were little diffiers
between Islamic and Conventional banking. Secoiglhmic banking sector works under this point of
view that they are accountable before GOD. Somdéiaddl research shows that there is great infleesfc
Islam on CSRD in Islamic Banking. This also raifes thought that either other religious (e.g. Buddh

& Christianity etc) also play an important role@$RD.

Hence from the complete research work conclusiodenthat corporate social responsibility introduged
Islamic banking earlier than conventional bankiBgcause CSR practices are mostly related with the
Islamic terms like social justice & accountabilifeduction of zakat, microfinance schemes and auppt
ethical values of Islam. But now conventional bagkintroduced CSR practices in their institutiofgom
these questioners results show that Islamic banewngals more positive result as compare to coimesit
banking.

However, the results of our research are subjattec limitation that sample are restrict to Bahlagwa
region. This finding can be more expand and geizer#lresearch could make overall Pakistan.
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From last two decade Islamic banking become moce@ed and more familiar in Islamic countries. So
now people have more awareness about CSR praatideemic banking and about all other aspects of
Islamic banking. Islamic banking provides more gmw according to the expectations of the people as
compared to Conventional banking because Islarmikibg is driven by economic realities. Governante o
Islamic banks is better in all over the world. LikeMalaysia, Saudi Arabia and so many other coestr
Overall results recommended that there are so nfectgr that control CSR practices including socio-
economic justice, ethical values, corporate govaraatc. Socio-economic justice provides equalt igh
every citizen. Results also showed that Islamickivenrequired more skilled and independent Shari'a
board and advisory member. So that standardizeduatiog rules are execute in all over the world.
Conventional banking also executes the CSR practicg not properly. So Conventional banking also
required focus on corporate governance, ethicalesabnd all other factors which we discuss aboeaitab
banking so that they can overcome the drawbackso$wlitical factor is most important for Conveoriil
banking. Conventional banking should make possimeations and interest free loan to make their
reputation more positive. Further studies on abdigeussed factors can provide more knowledge about
Islamic and Conventional banking for future thasuene the CSR practices in both type of banking.
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