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Abstract

The doctrine of Corporate Social Responsibility (CSR) has emerged and developed
rapidly as a field of study. It is a framework for the role of business in society, setting
standards of behaviour to which a company must subscribe to impact society in a positive
and productive manner at the same time abiding by values which exclude profit seeking
at any cost. The main objective of this paper is to study the concept of CSR, which has
gained popularity and wide acceptance amongst Western business community today from
an Islamic perspective. The paper argues that CSR doctrine is not a subject alien to
Islam, as it is deeply inscribed in Shari‘ah. In particular the discussion on Magasid al-
Shari‘ah and the principles of Maslahah serve as foundations for understanding the
position of Islam on CSR. The implications of these principles to CSR are discussed in
detail so as to shed lights on how Islam perceives the issue of CSR in a holistic and
dynamic way, taking into consideration the reality and ever changing circumstances. The
principles also provide a better framework for managers to manage any potential
conflicts arising from diverse expectations and interests of stakeholders of a corporation.

1. INTRODUCTION

Over the past twenty years or so, Corporate Social Responsibility (hereafter CSR) has
blossomed as a framework for the role of business in society, setting standards of
behaviour to which a corporation must subscribe to impact society in a positive and a
productive manner. The emergence of social enterprise, business ethics, environmental
practices, a human rights approach to recruitment and employment conditions, and

investment in the community are examples of such impacts.

Many believe that CSR is the tribute that capitalism everywhere pays to virtue.

According to this view, corporation is no longer defined as an entity with a mandate to
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pursue profit and power relentlessly regardless the harmful consequences it might cause
to others. Instead, with the extensive resources they have, corporations are expected to
soften their self-interest image by presenting it as humane, benevolent and socially
responsibly. Undoubtedly, in the present globalisation reality, corporations govern the
society, perhaps more than governments themselves do. With the extensive resources
possessed by the giant companies, governments are increasingly looking at companies to
address social and economic problems. Multinational companies for example, are seen as
the key to development, through the provision of jobs, payment of taxes, transfer of
technology and through charitable contributions to education and health care.

This paper attempts to delineate the concept of CSR in the light of Islamic perspectives.
The paper argues that CSR doctrine is not a subject alien to Islam, as it is deeply
inscribed in Shari‘ah. In particular the discussion on Magasid al-Shari'ah and the
principles of Maslahah serve as foundations for understanding the position of Islam on
CSR. The implications of these principles to CSR are discussed in detail so as to shed
lights on how Islam perceives the issue of CSR in a holistic and dynamic way, taking into
consideration the reality and ever changing circumstances. The principles also provide a
better framework for managers to manage any potential conflicts arising from diverse

expectations and interests of stakeholders of a corporation.

The paper is arranged as follow: The following section provides an overview of CSR
doctrine with various theories underpinning its construct, as widely discussed in the
Western literature. Section three provides some criticism towards Western perspectives
of CSR. The Islamic alternative views to the Western theoretical constructs of CSR are
further elaborated in section four. While the implications of the Islamic worldview in
general and Magasid al-Shari‘ah in particular, on CSR are offered in section five, the

conclusion is presented in the final section.

2. MEANING OF CSR

CSR is taken to denote corporate activities, beyond profit making, which include

protecting the environment, caring for employees, being ethical in trading, and getting



involved in the local community. Some of the main issues are: promoting human rights,
community involvement, human resource management, socially responsible investing
and social reporting (CSR-Europe 2001). Davies (2003) simplifies the understanding of
CSR to mean a set of standards of behaviour to which a company subscribes in order to
make a positive and productive impact on society. Put simply, it is the framework for the
role of business in society.

CSR is constantly evolving and incorporates different approaches depending on
circumstances and needs. The increased interest in CSR doctrine partly reflects a
continued discontentment amongst business communities with regards to the restrictive
and sometimes misleading worldview entrenched in the self-interest, and secularist and
hedonistic individualism underlying the Western economic worldview'. This
discontentment is in part exacerbated by increasing business scandals (e.g. frauds, breach
of trusts, misrepresentations and other unethical behaviours) involving large corporations

such as Barings, Enron, Arthur Anderson, WorldCom and a number of others.

Moreover, CSR started to figure prominently in public debate in the wake of increasing
social problems such as poverty, unemployment, race, gender and religious
discrimination, and pollution (Boatright 1993). These social problems are natural
outcomes of continuous transformation in the market due to economic globalisation,

technological revolution as well as demographic and political change (Dunning 2003).

! The discussions of Western economic worldview have been elaborated extensively in the literature for
example by Al-Attas (1991, 1995, 1996), Chapra (1996, 2000), Steidlmeier (1992), Sardar (2003) and
Haneef (1997). In sum, the fundamental components of the western capitalistic economic worldview are
based on the notions:
1. that the sole goal of economic activity is to maximise profit;
2. that the individual preferences are the most important aspects of human well-being;
3. that individuals should be given total freedom (unhindered by government or by collective value
judgements) to pursue their self-interests; and
4. that selfish individual with self-interest will unselfishly end up serving the whole community; and
5. that individuals are totally committed to their secular mores, with an uncompromising insistence on
the separation of economic and religious matters.
For further details see Al-Attas (1991), Steidimeier (1992), Al-Attas (1995), (1996), Haneef™ (1997), Sardar
(2003).



Theories Underpinning CSR

There are various theories that seek to explain the nature and purpose of CSR doctrine.
Among the prominent theories include social contract theory, instrumental theory,
legitimacy theory and stakeholder theory. Each of these theories will be briefly explained

in turn, below:

The central idea of the social contract theory is how to relate a corporation to society.
According to this theory, business must act in a responsible manner not only because it is
in its commercial interest to do so, but because it is part of how society implicitly expect
business to operate (Moir 2001). Furthermore according to social contract paradigm, a
business is regarded as a social institution and should join with other social structures like
the family, educational system and religious institutions, to help enhance life and meet
needs. In other words the corporate social contract theory holds that business and society
are equal partners, each enjoying a set of rights and having reciprocal responsibilities.
There is a direct and indirect mutual need between business corporations and society.
While the former requires continuous support from the latter in terms of resources and
sales, the latter might expect the former to operate in a socially responsible manner since
the corporations control tremendous amount of economic and productive resources such
as technology, finances and labour power which directly or indirectly may affect the

society in which it operates (Lantos 2001).

In an attempt to further legitimise the role of corporations in society, an instrumental
theory has developed CSR as a strategic tool to achieve economic objectives. The
proponents of this theory assert that the business may choose to support some social
programmes for reasons of good image, public relations ploy, firm’s competitive
advantage or other strategic reasons without jeopardising the interests of their primary
stakeholders namely the shareholders. Some of the prominent proponents of strategic
CSR theory are Burke and Logsdon (1996); Fombrum, Gardberg et al. (2000) Quester
and Thompson (2001); Windsor (2001); Lantos (2001 and 2002); Johnson (2003); Husted



(2003); Greenfield (2004); Garriga and Melé (2004) and others, further argue that
maintenance of a good corporate reputation through CSR initiatives may add to
“reputational capital”, by which companies may be profitable in the long run since

market forces provide financial incentives for perceived socially responsible behaviour

Legitimacy theory on the other hand states that CSR is a response to the environmental
pressures involving social, political and economic forces. According to the theory,
organisations look for a balance between their actions and how they are perceived by
outsiders and what is thought by society to be appropriate (Tomer 1994; Suchman 1995;
Deegan 2002). The perceptions of society towards the organisations are crucial which
may affect the survival of the business if the organisation has breached its ‘social
contract” as discussed before. In the event that society is not satisfied that the business
firm is operating in an acceptable, or legitimate manner, then society will effectively

revoke the organisation’s “contract’ to continue its operations (Davies 1997).

A different approach in defining and developing CSR construct is provided by
stakeholder theory. Stakeholder theory has in fact become one of the most important
theories which are frequently quoted in the CSR literature. According to this approach,
paying attention to the needs and rights of all the stakeholders of a business is a useful
way of developing socially responsible behaviour by managers (Maignan and Ferrell
2004). A socially responsible organisation is seen as one in which obligations to
stakeholders figure prominently in the decision-making of managers within the
organisation (Clarkson 1995; Donaldson and Preston 1995; Gibson 2000; Weiss 2003).
Stakeholder theory is also an attempt to broaden the perception that there is one dominant

interest — that of the shareholder — in public companies.

From the above discussion, there is much overlapping between the theories used to
explain CSR and justify it in the business operation. These integrated theories, thereby
serve as main justifications for CSR practices in the West. In sum, firms engage in CSR
to secure their ‘license to operate’ (legitimacy), whereby the firms are required to meet

the interest and demand of the multiple stakeholder groups and honour both the explicit



and implicit contracts with various constituents. As a result of honouring contracts, a
company develops a reputation which in turn secures a competitive advantage in the
market and ultimately gains long-term profitability and viability of the firm.

3. CRITICSM TOWARDS WESTERN VIEW OF CSR

As the discussion demonstrates, CSR is an attempt to soften the corporation’s image by
presenting it as a humane, benevolent and socially responsible. For some this is somehow
perceived as a disguise form of untrammelled pursuit of profit and power. CSR in a way
is merely a means to those ends, a way to ingratiate capitalism to rightly suspecting
public. That is why the idea of CSR is relative depending on specific interest and needs
of certain groups and circumstances. The reasons are quite obvious especially when most
of the theories underpinning the construct of CSR in the West, as discussed earlier,
confine themselves to physical reality and human rational argument. These theoretical
constructs have their roots in the Western secularist worldview that is based on rational
enquiry and philosophical argument (Al-Attas 1993; Hasan 2002; Lutz 2002).
Consequently, the Western worldview is relative and everchanging, as it is rooted in
empirical observation and theoretical constructs based on it. Following this approach, the
Western view on CSR is in general more aligned with the materialistic philosophy than

ethical concerns.

For example, according to the theories of CSR based on the social contract, the “social
contract’ between businesses and society needs renegotiating as society’s preferences
change (Donaldson and Dunfee 1994; Tomer 1994). This confirms the relative and
transitional nature of CSR in the business sense. Since legitimacy of corporations rests
upon the public’s perception alone, the corporations inevitable need to alter their
behaviour according to how society expects them to behave (Sethi 1979; Boatright 1993;
Humber 2002). According to Davies (2003), some companies even argue that they should
‘respect’ local values even if this means a greater tolerance of low standards and
corruption. Thus, science and philosophical arguments which are perceptible by human
senses and rational faculty cannot really describe, analyse or even predict human

behaviour accurately since human beings do not always behave in a standard manner.



They lack concrete and solid normative judgements that may resolve various potential
conflicts (Phillips 1997; Argandona 1998; Wijnberg 2000).

This creates a dilemma on the part of business corporations since there is no absolute
guiding principle of ethical or moral conduct to social responsibility. Frustrated by this,
Humber (2002) even bluntly argues that “we should abandon the quest to develop a
special moral theory for use in business and we should not attempt to impose the use of
any moral theory upon business, but rather should allow corporations to determine their
moral responsibilities in any way they see fit”(p.215). Such a statement is rather delusory
and tends to exacerbate confusion and moral dilemma to businesses. For example,
consider a firm operating in a low standard or corrupted society where bribery is part of
the custom. Does that necessitate firms or individuals to condone bribery? Therefore, the
firms committed to exercising social responsibility need more specific moral rules or

principles to give them reasons for acting in one way rather than another.

Notwithstanding the many attempts to provide theoretical, moral and ethical groundings
for CSR, such endeavours have received wide criticisms for problems relating to
justification, conceptual clarity and possible inconsistency (Goodpaster 2001; Humber
2002). The endeavours also fail to give adequate ethical guidance to business executives
who must decide which courses to pursue and how much commitment to give. This
problem is especially acute in view of the fact that all choices involve tradeoffs. For
example, a programme to increase minority employment might reduce efficiency, thereby
preventing the corporation from fulfilling obligations to shareholders and perhaps its
other employees, while raising prices for consumers. Or such a programme might be
adopted at the expense of achieving a greater reduction in the amount of pollution, which
creates a conflict with another demand that is made on the corporation in the name of

social responsibility.

In contrast to the Western humanistic theories, the Islamic view of CSR takes a rather
holistic approach. It offers an integralistic spiritual view based on the teachings of the

Quran and the Sunnah (saying and practices of the Prophet of Islam), providing a better



alternative philosophical framework for man’s interaction with nature as well as his
fellow men (Ahmad 2002). In fact, the moral and ethical principles derived from divine
revelations are more enduring, eternal, and absolute (Ahmad 2002; Ahmad 2003), thus
may serve as better guidelines for corporations when exercising their business and social
responsibilities simultaneously.

According to Al-Sh(tibi (as quoted in Nyazee, 2000), the determination of what is
beneficial and what is harmful cannot be left to human reasoning alone (as most of
Western theorists had advocated, e.g. the social contract theory and the normative
stakeholder theory)>. Human reasoning plays a role only in a framework guided by
Shari‘ah (Nyazee 2000). Islam recognises the role of reason and experience in theorising
economic behaviour and business activities only in a manner that embraces the
transcendental aspect of human existence. This is because, the inherent limitations of
human beings posit a strong reason which requires Divine guidance especially to
ascertain what is right and what is wrong®. Hence, according to Ahmad (2003), the
rational faculties can and should only be used to complement, support and strengthen
ethics and morality defined by Shari‘ah.

Given the prime importance of Shari‘ah in Islamic paradigm, a religious bond assumes a
more vital role than the social contract. The religious bond requires man to submit to
Shariah by committing himself to the contractual obligation and leading life in
accordance with high virtue and moral consciousness as stipulated by Shari’ah. The
religious bond implies a commitment to moral standards as well as social norms based on
Shari‘ah. For example, while an individuals’ rights in acquiring properties (property
rights) are protected, these rights are governed by rules and ethical codes designed to
protect the rights of society (Igbal and Mirakhor 2003). As such, a man is not expected to
conduct his economic, social and other worldly activities as a self-centred utility
maximiser economic agent, as idealised in neoclassical economics; rather he is expected

to balance between the rights and responsibilities of individual and that of society

% His argument is supported by a number of QuréUnic verses. One of which is Quroln 23:71.
® For a detailed discussion on the meaning of human existence in Islam, refer to Al-Attas (1995), (1996),
Hasan (2002), Ahmad (2003).



(Chapra 1992). Thus the notion of social responsibility is firmly inscribed in the religious
bond.

4. SHARI'AH: BASIS FOR UNDERSTANDING CSR IN ISLAM

Islam, as a way of life, incorporates both permanent features and mechanisms for
adapting to change. While the fundamentals of Islam such as aqgidah (belief and faith),
ibadah (worship) and akhlag (morality and ethics) are not subject to change, their
manifestation in secondary areas like economics, business and other worldly activities
would require flexibility and development according to time and space. This is embodied

in Islamic Shari ah which is central to the worldview of Islam.

The Shari‘ah is a system of ethics and values which covers all aspects of human life:
personal, social, political, economic and intellectual with its unchanging bearings as well
as its major means of adjusting to change (Sardar 2003). It is therefore not possible to
separate or isolate Shari'ah from religion, or from the basic beliefs, values and objectives
of Islam (Kamali 1989b). It reflects the holistic view of Islam which has to be looked at
as a whole and not in parts as Islam is a complete and integrated code of life and its goal
encompasses the whole of life, individual and society, in this world and the Hereafter.
For instance, the economic or political aspects cannot be studied in isolation from the
moral and spiritual aspects and vice versa. Therefore, a contemporary understanding of
one concept, say maslahah (the principle of public interest) under the Shari’ah may lead
to a theoretical understanding of economics, science, technology, environment, and
politics. Similarly, lack of understanding of a key concept may thwart developments in
all these fields.*

* Normally, the Shariah is described as ‘Islamic Law’. But the boundaries of Sharjdah extend beyond the
limited horizons of law (Sardar 2003). Shari“ah is a set of norms, values and laws that go to make up the
Islamic way of life (Ahmad 2003). According to one observer, the Shari'ah is the “epitome of Islamic
thought, the most typical manifestation of the Islamic way of life, the core and kernel of Islam itself” (See in
Schact (1964)). The main components of Shari“ah are: $ T~ Gobh€lief and faith which is also a foundation
of Shari"ah, akhlaq or morality and ethics, and Figh or legal rulings governing the acts of human beings.
While the last aspects may change and vary according to time and spaces, the aspects of agjdah and akhlaq
are fixed and eternal for all time and societies. The elements and characteristics of both agidah and akhlag
anchor the Islamic way of life on a permanent set of values and principles which make Islam resilient and
universal. At the same time, Figh methodology and frameworks provide mechanisms enabling Islam to
adjust to the local, cultural, technological, economic, societal changes taking place in time and space. This



The Objectives of Shari‘ah (0 D T — \t&Harilah)

To understand Shari'ah, one really needs to comprehend the objectives of Shari‘ah

(famously known as Maqgasid al-Shari‘ah). Indeed, Magasid al-Shari‘ah allows

flexibility, dynamism and creativity in social policy (Zuhrah 1958; Mumisa 2002; Hallag

2004). According to Imam Al-Ghaz(li (d.1111) fiThe objective of the Shari‘ah is to
promote the wellEHLQJ RI DOO PDQNLQG ZKLFK OLHV LQ VDIHJXD
human self (nafs), their intellect (‘aql WKHLU SRVWHULW\ QDVO DQG W
Whatever ensures the safeguard of these five serves public interest and is desirable.”

(Chapra 20004, p.118)

Al-ShUtibi (d.1388) approves al-GhazUlits list and sequence, thereby indicating that they
are the most preferable in terms of their harmony with the essence of Shari'ah. Generally,
Shari“ah is predicated on benefits of the individual and that of the community, and its
laws are designed so as to protect these benefits, and facilitate improvement and
perfection of human lives’ conditions on earth. This perfection corresponds to the
purposes of the Hereafter. In other words, each of the worldly purposes (preservation of
faith, life, posterity, intellect and wealth) is meant to serve the single religious purpose of
the Hereafter (Nyazee 2000).

The uppermost objectives of Shari‘ah rest within the concept of compassion and
guidance®, that seeks to establish justice, eliminate prejudice and alleviate hardship. It
promotes cooperation and mutual supports within the family and society at large. This is
manifested in the realisation of maslahah (public interest) which the Islamic scholars
have generally considered to be the all-pervasive value and objective of the Shari'ah and
is to all intents and purposes synonymous with compassion. Maslahah sometimes
connotes the same meaning as P D T —aMLti@ scholars have used the two terms almost

makes Islamic Shari‘ah flexible, dynamic and relevant in the context of changing times. For a
comprehensive elaboration on Shari*ah and its principles, see in Nyazee (1994), Parvez (2000).
® These attributes correspond to the verses of the Qur’an, (21:107 and 10:57).
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interchangeably® (AbdelKader 2003). To further shed light on our discussion of the
objectives of Shari‘ah, especially with regard to their application in the preservation of
public interest, the following section elaborates on the principles of maslahah, serving as

an important tool to uphold Shari ah.

Principles of Maslahah(Consideration of Public Interest)

Maslahah’ is a juristic device that has always been used in Islamic legal theory to
promote public benefit and prevent social evils or corruption. Al-GhazlUlj (as quoted in
Nyazee, 2000), defines maslahah as follows:
“As for maslahabh, it is essentially an expression for the acquisition of benefit or
the repulsion of injury or harm, but that is not what we mean by it, because
acquisition of benefits and the repulsion of harm represent human goals, that is,
the welfare of humans through the attainment of these goals. What we mean by

maslahah, however, is the preservation of the ends of Shari*ah.” (p.180)

Here Al-Ghaz0li reinforces the importance of ‘preservation of the ends of Shari‘ah’ or
the objectives of Shari'ah (including the protection of faith, life, posterity, intellect and
wealth) as the fundamental meaning of maslahah. Following very closely Al-Ghaz{lids
taxonomy, al-Sh{tibi, in his book, al- 0 X Z D | Ddfirdd/maslahah as a principle which
concerns the subsistence of human life, the completion of man’s livelihood and the
acquisition of what his emotional and intellectual qualities require of him, in an absolute
sense (Hallag 2004). Al-Sh(tibj has in fact singled out maslahah as being the only
overriding objective of Sharjoah which is broad enough to comprise all measures that are
deemed beneficial to people, including administration of justice and (badah (Kamali

1999). Al-Shitibj further classifies maslahah into three categories, which he calls the

® Many Islamic legal scholars advocated the principle of public welfare (maslahah) and the objectives of
Shari‘ah (magasid) in the Islamic legal thoughts (figh): e.g. al-Juwaynj (d. 1085), al-GhazUlj (d. 1111), al-
RUz) (d. 1209), al-Amidj (d. 1233), al-Salmj (d. 1261), al-Qarlfy (d. 1285), lbn Taimiyya (d. 1327), al-
Shtibj (d. 1388), Ibn al-Qayyim al Jawziyya and al-Tufy. See AbdelKader (2003).

" The plural of the Arabic word fimaslahaho is masUlih which means welfare, interest or benefit. Literally,
maslahah is defined as seeking the benefit and repelling harm.The words maslahah and manfa’ah are
treated as synonyms. Manfa’ah (benefit or utility), however, is not technical meaning of maslahah. What
Muslim jurists mean by maslahah is the seeking of benefit and the repelling of harm as directed by the
Lawgiver or Shari“ah. Refer to Nyazee (2000)
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essentials (G D U1 UL \the— ¥dmplementary (K — M)L \and- \We embellishments
(WD KV ) &mal+989b). The categories of maslahah are briefly discussed below:

1)

(2)

©)

'D U1 U L(Mhe-Bégentials)

The Essentials (G D U I U is\defin8ll as interests of lives which people essentially
depend upon, comprising the five aforementioned objectives of Shari‘ah: faith
( G);Qife (nafs), intellect (‘agl), posterity (nasl) and wealth ( P 9= Bccording to
Kamali (1999), the G D U | UdlérhentdMre by definition absolutely necessary for
the proper functioning of religious and mundane affairs of individuals, such that
their destruction and collapse will precipitate chaos and collapse of normal order
in society. A prominent Islamic scholar, Dr. Sa’id Ramadan al-Buti (as quoted in
Mumisa, 2002), affirms that the protection of these five essentials reflects the

effective way of preserving Shari“ah (as outlined in its objectives or Magasid)®.

+ — M I(The-€d¥hplementary)

The Complementary interests ( K— M)Lsupplelvent the essential interests and
refer to interests whose neglect leads to hardship but not to total disruption of the
normal order of life. In other words, these interests, other than the five essentials,
are needed in order to alleviate hardship, so that life may be free from distress and
predicament. An example is seen in the sphere of economic transaction where the
Shari“ah validated certain contracts such as the salam sale and also that of lease
and hire ( L M -beécBube of the people’s need for them, notwithstanding a certain

anomaly that is attendant in both®.

7 D KV L @Thé& Embéllishments)

® According to Hallag (2004), the essentials or G D U 1 Udrd mainilined by two means: on the one hand,
they are enhanced and strengthened, while on the other, all potential harm that may arise to affect them is
averted. For example, protection of life and intellect are examples of important elements of essentials
which can be enhanced by providing proper food, shelter, clothing, education etc. On the other hand, any
potential harm that might threaten these G D U | Urhay be ®erted by means of penal law or punishment
such as prohibition of alcohol, or dumping toxic waste that may cause harm to intellect and life
respectively.

% For further discussion of the given examples, refer to Zuhrah (1958), Nyazee (1994), (2000), Mumisa

(2002).
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The embellishments (tahsiniy \ -)- ¥&fer to interests whose realization leads to
refinement and perfection in the customs and conduct of people at all levels of
achievement. For example, the Shari’ah encourages charity to those in need
beyond the level of the obligatory zakah. In customary matters and relations
among people, the Shari‘ah encourages gentleness, pleasant speech and manner,
and fair dealing.

Many scholars including Kamali (1989a, 1989b, 1999), Chapra (2000a), Nyazee (2000),
Mumisa (2002), Sardar (2003), and Hallag (2004) assert that the above classification of
maslahah is related and deep rooted to the objectives of Shari‘ah, aiming to ensure the
interests of society are preserved in the best fashions in this world and for the Hereafter.
According to their views, such classification implies how methodology of maslahah can
be used to derive new rulings from Shari ah, to meet the changing needs of society and to
solve various contemporary problems relating to social and economic endeavours™.
Thus, the principles of maslahah can contribute to the establishment of guidelines for

moral judgements and balancing the individual self-interests with social interests.

5. IMPLICATIONS OF MAQASID ON CSR

In the light of the preceding discussion of the Magadid As-Shari‘ah, CSR notion assumes
a broader and more holistic significance to the Muslim workers, managers, corporations,
customers and society as a whole. Obviously, the concept of CSR in Islam is not merely
perceived as a strategic or instrumental initiative which the corporations undertake
merely for the sake of enhancing goodwill or boosting long-term financial performance
as advocated by Burke and Logsdon (1996); Quester and Thompson (2001); Windsor
(2001); Lantos (2001 and 2002); Johnson (2003); Husted (2003); Greenfield (2004);
Garriga and Melé (2004); and others.

% As a case in point, the validity of Islamic leasing instrument (ij0rah) that may be initially of secondary
importance to an individual (hUjiyylt) is elevated to essential maslahah (darTriyy(t) as it is deemed
essential for the society at large. For a detailed discussion refer to Zuhrah (1958), Kamali (1989a), (1989b),
Nyazee (1994), Al-Qaradawi (1998), Kamali (1999), Nyazee (2000), Hallag (2004).
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It is also not just an act to legitimise the existence of corporations in society as advocated
by Tomer, 1994; Suchman, 1995, Deegan, 2002, and others within the framework of the
legitimacy theory and the social contract theory respectively. Instead, the concept of CSR
in Islam encompasses a broader meaning embracing the tagwa dimension (God-
consciousness) by which corporations as groups of individuals, assume the roles and
responsibilities as servants and vicegerents in all situations. By assuming such roles, they
are ultimately responsible to God, the Owner of their very selves and the resources they
are utilising and managing. This responsibility to God is, in fact, a function of the
intrinsic quality of the Muslims’ lives as a trust from God (Al-Attas 1996).

A person’s relationship with his God should, by right, determine the mode of relationship
with his fellow servants and not vice versa (Hasan 2002; Ahmad 2003). The relationship
and responsibility between man and his Master is in fact an actual and real contract
stipulated by the so-called Divine contract, not a fictitious or presumed one like the social
contract of John Locke (d.1704) or Jean-Jacques Rousseou (d.1778)(Osman 2001). This
philosophical foundation of the Islamic society will avoid conflicting interests among
members of the society, since everyone has a unity of purpose in his life, that is to serve
Allah (Ahmad 2003). This will inevitably lead to a society whereby every member will
cooperate with each other rather than compete, as success in life is to obtain the ultimate
happiness (1 D Q.— K

Furthermore, guided by the proper relationship with God, the person’s daily interactions
and transactions would be inspired by the values of truthfulness, firmness, fairness,
respect for the law, kindness, forbearance, tolerance and uprightness, instead of deceit,
haughtiness, class consciousness, ostentation, insubordination, envy, jealousy, backbiting
and self-aggrandisement (Hasan 2002). This should naturally be manifested in
individuals’ involvement in business activities and operations as well as their
relationships with all their respective stakeholders. Hence, to fence off social
responsibility and declare it to be off-limits to Muslim life would be a shocking violation

of the principle of tagwa or God-consciousness paradigm, which are the cardinal Islamic
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virtues. It would be tantamount to a denial of God himself with all the attending

consequences in this world and in the Hereafter.

For a devout Muslim, concemn for others and the environment he lives in, is deeply
inscribed in the pillars of Islam, binding on every Muslim*!. Therefore, CSR is a moral
and religious initiative based on the belief that a company should be “good” regardless of
its financial consequences, be it positive or negative. This is not to suggest that Islam is
against profit-making. Rather, it is seen as a necessary condition, though not the sole
purpose, of their existence (Hasan 1983). The invocation of Shari“ah and the reflection of
taqwa-paradigm in business imply that the entrepreneur is no longer driven by the
principle of profit maximisation alone, but by the pursuit of the ultimate happiness in this
life and the Hereafter, whereby he acknowledged his social and moral responsibility for
the well-being of his fellowmen (e.g. consumers, employees, shareholders and local

communities).

Furthermore, Islamic guidance enshrined by its principle of justice brings about a balance
between the rights of individuals and their duties and responsibilities towards others
(Parvez 2000), and between self-interest and altruistic values (Naqvi 2003). Islam
recognises self-interest as a natural motivating force in all human life. But self-interest
has to be linked to the overall concept of goodness and justice'. Islam, in fact, lays
down a moral framework for effort, spelling out values and disvalues, what is desirable
and what is reprehensible from a moral, spiritual and social perspective (Chapra 2000a;
Ahmad 2003). The concept of reward is also broadened by incorporating within it,

" A Muslim is, in fact, considered as a social being who cannot isolate or ignore his role and responsibility
to the society or any of his fellow human being such that he is discouraged to isolate himself even for the
purpose of worshipping God. A beautiful hadith justifies this argument when the Prophet Muhammad
(peace be upon him) once narrated by Abu Hurayrah who said:
One of the Prophet’s Companions passed a ravine where a freshwater spring ran. He liked the
ravine and said, ““How | would like to isolate myself from other people to worship Allah! I will not
do so before asking permission from the Messenger of Allah (peace be upon him).” The man told
the Prophet of his wish, and the Prophet said, “Do not do it. Your striving for the path of Allah is
better than Praying in your house for seventy years.” (Narrated by Tirmidzi and al-HUkim.)
2 Individuals, imbued with a sense of justice, are not expected to abandon their individual interests
altogether. In other words, altruism will not push a business organisation beyond justice. However, Islam
attempts to create a culture that binds individuals and families into a community so that a natural
infrastructure for providing support and help to those in need is developed. For details, refer to Naqvi
(2003).
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reward in this world and reward in the Hereafter. This provides a strong and self-
propelling motivation for good and just behaviour, without denying the natural instincts
for personal gain (Ahmad 2003).

Hence, moderation and concern for the needs of others, along with ones own, become an
integral part of the Islamic perspective of CSR. Social responsibility is thus, not solely a
duty of the government as Friedman, 1967, 1996, Marshall 1993, Humber 2002 and
others would have us believe, but of all members of the community including business
corporations, particularly the better-off ones. Thus, individuals and corporations are
encouraged to sacrifice, give up, and spend their wealth on the poor and the needy of
society while expecting reward only from Allah. It is in this sense of duty, responsibility
and spirit of sacrifice which Islam nurtures that actually helps in removing self-
centredness and covetousness and promotes compassion, caring, co-operation and

harmony between people.

To depict the position of Islam with regard to the concept of CSR, it is useful to consider
CSR as a continuum ranging from irresponsible attitudes and self-centred to the religious
or taqwa-centric. This continuum illustrated in Figure 1, has five fairly distinct levels:
irresponsible, minimalist, apathy, strategic and tagwa-centric. The corresponding Table 1

provides brief descriptions for each level in the CSR continuum.

Figure 1: Islamic Position in Corporate Social Responsibility Continuum

Level 1 Level 2 Level 3 Level 4 Level 5
Irresponsible Minimalist Apathy Strategic Tagwe-centric
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Table 1: Description of Corporate Social Responsibility Continuum

Level

Descriptions

Levell:
Irresponsible

This is an extreme situation depicting a firm’'s behaviour which is irresponsible and
even breaches the minimum moral standards required by law. Such actions vary
from fraud, misrepresenting accounting statements, false advertising, dumping toxic
waste in residential areas, violating employees’ protection laws and rights such as
health, safety, pay, work hours and other employment issues to damaging
environment and abusing other human rights. Many recent scandals and fiascos
illustrate this point well, e.g. Enron, World Com, Xerox Corp., Arthur Anderson etc.

Level 2:
Minimalist

Firms in this category are complying with the minimum requirement of legislation i.e.
discharging its legal responsibility and playing by the ‘rules of the games’ as
advocated by Friedman (1967, 1996). Beyond the legal compliance, they engage in
few or no activities that might be labelled voluntary CSR or more specifically those
activities which are considered altruistic or philanthropic by Carroll (1979 and 1991).
The only primary objective of such companies is to maximise profits or
shareholders’ wealth.

Level 3:
Apathy

Companies at this level operate within the ambit of the law, at the same time are
committed with the mandatory ethical responsibilities i.e. conduct business morally,
doing what is right, just and fair, and avoiding harm (Lantos 2002). Their
participation in other social responsibility activities like being altruistic and
philanthropic is usually minimal, piecemeal, and of mixed motives. In some cases
the motive may be profit oriented such as adding employees benefits to attract and
retain highly skilled employees; in other cases, it may be personal, such as
contributing to an owner's favourite charity (Johnson 2003). Hence, we could label
such behaviour as apathy or indifference in the sense that there is no strategic effort
on the part of the firm to engage in the CSR activities.

Level 4:
Strategic

Companies in this category fulfil their social responsibilities, including the
philanthropic or altruistic responsibilities such as making voluntary contributions to
society, giving time and money to good work which they perceive can give benefits
to the firm in the long run, through positive publicity and goodwill, hence enhancing
the companies’ reputation and eventually securing its long-term profits. This
corresponds to the strategic/instrumental CSR doctrine as advocated by Burke and
Logsdon (1996); Quester and Thompson (2001); Windsor (2001); Lantos (2001 and
2002); Johnson (2003); Husted (2003); Greenfield (2004); Garriga and Melé (2004);
and others.

Level 5:
Taqwa-centric

Companies at this level manifest their social responsibilities based on the belief that
a company should be socially responsible regardless the financial consequences,
positive or negative. This belief is enshrined in the Islamic worldview, guided by
6KDU DK 7KHLU FRPPLWPHQW WR VRFLHWaArEhNgnm_ o
God-consciousness, which also reflects their comprehension of the Islamic
principles such as vicegerency or trusteeship and justice. This is the highest order
moral position representing the Islamic view of CSR.

WKH PDQLIHVW

In sum, based on the figure and table above, the difference between the Islamic and

Western approach of CSR lies within the range of level 2 (minimalist) and level 5

(tagwa-centric). Also, within this range, it provides another way of envisioning the

spectrum of Western opinions regarding the CSR doctrine. At one end (level 2 —

minimalist) are those who assert a firm’s only social responsibility is to maximise profit
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while obeying the law and the ‘rules of the game’~". As the continuum departs from level-

2, the CSR doctrine emerges in varying degrees.

On the one hand there are some who simply want corporations to be more sensitive to the
societal impact of their decisions; along virtually any line they wish (level 3 - apathy)**.
There are also people who view CSR as a business strategic engagement, boosting
reputation and goodwill which in turn leads to enhanced financial performance™. On the
other end of the spectrum, are those who view corporations as social institutions playing
a social advocacy role by using their vast resources for social benefits. According to this
view, firms must actively involve in programmes that can ameliorate various social ills,
such as by providing employment opportunities for everyone, improving the
environment, and promoting worldwide justice, even if it costs the shareholders’ money.

This is also known as the altruistic view of CSR (Lantos 2002).

However this altruistic view of CSR fails to give adequate ethical guidance to managers
who must decide which causes to pursue and how much to commit to them. For example,
providing financial services to the rural areas means increasing the level of financial
inclusion of one segment of society; however, a dilemma may arise when financial firms
need to close some branches (e.g. in the rural areas) to secure profits and remain

sustainable in the business.

Alternatively, the Islamic position rests at the extreme right of the CSR continuum
depicting the level of God-consciousness or tagwa paradigm which relates to the belief
that God created men to be vicegerents and hence provides a radically different view of
business. The Islamic vicegerent principle requires businesses and wealthy individuals to
see themselves as stewards or caretakers, not just of shareholders’ financial resources, but
also of society’s economic resources, holding their property in trust for the benefit of

society as a whole and ultimately attaining the blessing from God (Who is the ultimate

13 Refer to Friedman (1967, 1996); Dore (1993); Goodpaster (2001).

1 See, for example, arguments presented by Humber (2002) and Goodpaster (2001) in Chapter 2.

> Refer to the arguments presented by the proponents of strategic CSR, for example, Burke and Logsdon
(1996); Quester and Thompson (2001); Windsor (2001); Lantos (2001 and 2002); Johnson (2003); Husted
(2003); Greenfield (2004); Garriga and Melé (2004); and others.
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Owner of all the resources)'®. Thus, it is not enough to look at the bottom line of financial
statements to determine how well a company is doing. The firm must look beyond the
bottom line and the traditional standard of business performance measurement and look
at other factors, such as how the firm treats its employees, whether or not it uses its
resources in an environmentally sound way, and whether or not its products really make
life better for those who use them. The firm must always operate in a good and socially
responsible manner regardless of the financial consequences. By so doing the firm will be
blessed by God and will achieve the ultimate happiness in this world as well as in the
hereafter'’. Otherwise, the firm’s action is considered as a deviation from the principles

of Shargéah which is tantamount to Godés punishment in the hereafter.

The Application of the Principles of Maslahah on CSR

We now turn our discussion to the application of the principles of maslahah on CSR. The
principles of maslahah (protection of public interests) by implication reflect how Islam
stresses the importance of taking into account public interests rather than merely
individual interests. It provides a framework for decision making and a mechanism for
adapting to change, especially for enterprises that are willing to commit to CSR. Perhaps
the principles of maslahah can further contribute in delineating the role of businesses in
terms of their CSR. It offers guidelines for moral judgement on the part of managers and
other stakeholders, particularly in solving conflicts that may arise when pursuing CSR.
To shed light on our discussion of the application of the principles of maslahah in CSR,

this study depicts the principles of maslahah in a pyramid form, illustrated in Figure 2.

' For Quranic verses corresponding to these arguments, refer to Qurdln, 2:254, 2:3; 3:180; 16:53; 24:33;
57:7.

7 Al-Mawdudi (1989) argues that if a man who has in view success and failure in this world alone, will
only be concerned with immediate benefits and ills. He will not be prepared to undertake any good act if he
has no hope of gaining thereby some worldly interest, nor he will be keen to avoid any wrong act if it is not
injurious to his interests in this world. See Mawdudi (1989).
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Figure 2: The Pyramid of Maslahah

/ 7DKVLQ\
[(Embellishments)

+DML
(Complementary)

‘DUIUL
(Essentials)

The pyramid of maslahah as depicted in Figure 2 above functions as a framework and
general guideline to an ethical filter mechanism by providing three levels of judgements
to be used by managers to resolve ethical conflicts which inadvertently emerge while
engaging in various CSR programmes and initiatives'®. The three levels also reflect the
different degrees of importance in terms of fulfilment of responsibility. The bottom level,
which is represented by the essentials (G D U 1 U Ldonstites the most fundamental
responsibility to be fulfilled as compared to the other two categories, namely the
complementary ( K — M)lahdl thewmbellishments ( WD KV L.Q \\D W

8 The pyramid of maslahah looks similar to but not necessarily the same as Abraham Maslow’s (1968)
hierarchy of needs. He established the theory based on the psychological, safety, love, esteem and self-
actualisation needs of man. While the latter is based on naturalistic and materialistic perspectives to life, the
former reaffirms the integralistic spiritual view of the universe to provide a better philosophical framework
as an alternative for contemporary man’s interaction with nature and his fellow men. Azmi (1991) asserts
that Maslow’s hierarchy of needs could not be applied totally in the “Islamic need-set” as his hierarchy
does not really deal with the “spiritual” needs. Instead he talks of “self-actualisation” and puts that at a
higher (and hence less basic) level of needs. Ahmad (2002) further reaffirms that Islamic understanding of
upward mobility in an organisation is more comprehensive than the simple fulfilment as described by
Abraham Maslow’s hierarchy of needs. For a discussion of this see Azmi (1991), Ahmad (2002) and
Maslow (1968).
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Therefore, as the pyramid moves upwards, the degree of decision making will be less
fundamental, albeit more virtuous, so as to attain the perfection and well-being of
society™. It assumes that individuals would strive for the next level as soon as the former
is fulfilled. This presumption is grounded on the Islamic principles of motivation which
encourages Muslims to continuously and consistently strive for excellence in order to
gain the pleasure of Allah and better rewards from Him (Hasan 2002).

In essence, the performance of an organisation, according to Islamic ethical principles, is
evaluated based upon the fulfilment of organisational objectives of continuous
improvement and sharpening of the edge. The sense of continuous improvement will
disappear if one cannot make today better than yesterday (Ahmad 2002). Hence,
managers, shareholders and workers must not feel contented with the fulfilment of the
essentials alone; instead, they must always strive for the betterment of the organisation in
fulfilling the social responsibility since their personality and character have been shaped
by the heightened sense of their ultimate accountability to Allah from which no one can
escape (Al-Qaradawi 1998)%. This is actually manifesting the God-consciousness or

tagwa paradigm, as discussed before.

The three levels of the pyramid of maslahah are not mutually exclusive in the sense that
all levels are inter-related and mutually dependent. The arrows pointing upwards and
downwards along the pyramid of maslahah reveal the flexibility and mechanism of
change in the decision making in the sense that any element which comprises one level of
maslahah may be elevated upward or pushed downward depending on the different

circumstances concerning the public at large. However, it should be noted that the

9 According to Islamic scholars, the existence of the complementary ( K — M)Laknt-tha\embellishments
(W D KV ) €2pehdis-upbh the primary purposes underlying the essentials or (protecting and preserving the
five objectives of Shari‘ah — faith, life, intellect, posterity, and wealth). The two categories are structurally
subservient and substantively complementary to the darTriyy(t, to the extent that any violation affecting the
latter produces far-reaching consequences. On the other hand, any damage affecting tahsiniyyUt or hajiyyUt
will result in only minor disturbance in the darTriyylUt. Hence, it is essential to preserve the three categories
in their order of importance; that is to say, beginning with the darTriyyUt and ending with the tahsiniyyUt.
See detailed discussion in Zuhrah (1958), Kamali (1989a), (1989b), (1993), Nyazee (1994), Kamali (1999),
Nyazee (2000), Mumisa (2002).

% For Qur’anic verse corresponding to these arguments, refer to Qur’an 9:105.

In one hadith of the Prophet Muhammad s.a.w. as narrated by al-Bayhaqi, “Indeed Allah loves individual
who do his works, he do it in a best manner”. See in Al-Qaradawi (1998).
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flexibility posed by the principles of maslahah is confined within the framework of

Shari“ah but not vice versa (Mumisa 2002).

This reflects the dynamism of the pyramid of maslahah in assisting decision making
processes within different contexts, time and space™. If, for instance the circumstances
change, inviting corporations to respond and consequently reconsider their roles within
society, this will necessitate them to re-align all their business institutions (such as
mission, vision, policy deployment, decision-making, reporting, corporate affairs, etc.) to
the new maslahah so long as it does not contradict the principles outlined by the Shari ah.
To further enlighten our argument on the pyramid of maslahah, particularly on how it can
be applied to CSR endeavours, we shall analyse the different levels of decision making

processes based on each principle of maslahah.

At the first level, within the scope of the essentials, managers are expected to strive for
the preservation and protection of the essential needs (religion, life, intellect, posterity
and property) of their stakeholders and public interests in general. For example, under the
CSR precept, managers must protect the welfare or basic needs of their employees such
as providing adequate prayer rooms and protecting the employees’ safety and health in
the workplace, thus reflecting the safeguarding of the faith and values of life respectively.
Moreover, the managers must always confine their business operations to those that
safeguard the values of religion, life, intellect, posterity and property. Accordingly,
corporations have a moral and social responsibility to avoid any business activities,
although they may be higher profits, which may cause disruption and chaos to the

society’s lives?. The examples include business activities which can endanger the lives

2! Contemporary Islamic jurists like Dr. Hussain Hamid Hasan, Dr. Muhammad Sa’id Ramadan al-Buti and
Dr. Mustafa Zaid (as quoted in Mumisa, 2002) all affirm the dynamism of maslahah or public interest in
Islamic figh, but it has to be carefully used in shaping the contemporary challenges in the modern world
today. The touchstone to judge the validity of maslahah is the Quran and the Sunnah. Dr Sa’id Ramadan al-
Buti in his book, Al-MasUlih fil Tashrid al-Islami (1954), cautions that maslahah must not be used at
random. He maintains that the effective way to preserve Sharfah in its ideal form is to determine maslahah
by the needs recognised in Sharj’ah, otherwise it will be exposed to extraneous factors which are against
the spirit of the Qur’an and Sunnah. See in Mumisa (2002).

22 The corresponding Qur’anic verse to support this, refer to (28:77).
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and disruption of people’s intellect as a result of environmental degradation, and the

manufacturing of illicit drugs for public consumption.

As soon as the scope within the essentials has been fulfilled, the corporations may strive
for the second level, the complementary ( K — M)RiEn\I¥ deemed beneficial to remove
difficulties, even though it may not pose a threat to the very survival of normal order
(Kamali 1999). For example managers who have fulfilled their essentials level may want
to further extend their social responsibility commitment. In this instance, the essential
needs of employees such as fair pay and a safe workplace can be further extended to
include continuous training and enhancing human quality programmes. The latter is not
really essential in the sense that if managers neglect this kind of commitment, it will not
pose a severe destruction to the employees. However, if the managers assume such a
responsibility it is a fulfilment of the complementary interest that will advance the

intellectual well-being (knowledge and skills) of the workers.

In some cases, such effort can sometimes be considered as the essentials (maslahah
G D U1 U.LFor-exaviple, Islamic banking institutions need to provide adequate Shari‘ah
training to their employees concerning the Islamic financial instruments offered, so as to
protect the interest of faith. Other examples of responsibility that may be regarded as part
of the complementary interest include refraining from being involved in: the trading with
or manufacturing or selling of tobacco and alcohol so as to prevent its consumption
which affects the health of the public; the trading with, or manufacturing or selling of
pornographic magazines and videos which may promote indecent behaviour of the

public.

The highest level in the pyramid of maslahah is the principle of embellishments
(W D KV D). QMithin—thevambit of the embellishments, the corporations are expected to
discharge their social responsibilities by engaging in activities or programmes that may
lead to improvements and attainments of perfections of public life conditions. Involving
in charity or giving donations to the poor and needy; providing scholarships to the less

fortunate students and providing sufficient, correct and clear information or
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advertisement regarding products offered to customers are some of the examples of CSR

commitment with respect to achieving the embellishments for society.

On the whole, the pyramid of maslahah implies the need for corporations to engage and
manage their businesses and CSR activities according to priorities. These priorities
evolved from a deep understanding of the objectives of Shari ah such that preservation of
interests (maslahah) is dealt with according to the different levels of importance and
severity of consequences. For example, one must not focus on attaining embellishments
while jeopardising the essentials. Similarly, one must not be obsessed with the attainment
of benefits to the extent of creating harm or inflicting injury to others. The discussion of
the harm prevention principle, which is pertinent to our discussion of implications of

maslahah to CSR, is further elaborated in the section to follow.

The Principle of Harm Prevention in Islam

The concept of maslahah entails the understanding of the Islamic principle of harm
prevention. Essentially, the principle states that while engaging in the economic and
business activities, a firm is prohibited from inflicting injury or causing grief to others
(Zuhrah 1958; Sarker 1999). Generally, there are two major Shari‘ah axioms imbued in
the principle of harm prevention. One is the removal of hardship (raf’ al-haraj) and the
other is prevention of harm (daf’ al-darar). This concept occupies a central position in
the framework of protection of social interest as enshrined in the principles of maslahah,
particularly in averting social harm (Kamali 1989a). As such, a discussion of CSR from

the Islamic view point will be futile if such an important framework is undermined.?

2 This principle is based on an authentic hadith narrated by Ibnu Majah and ad-Daaruquti and others on the
authority of Saad bin Malik Al-Khudari, who mentioned that the Messenger of Allah (pbuh), said: “laa
dharara wa la dhirar”, meaning that there should be neither harming nor reciprocating harm (Al-Bugha
and Misto 1998). According to Al-Bugha and Misto, 1998 in quoting As-Suyuuti based on his book ‘al-
Ashbaah wan Nazhooir’, this hadith is very significant as it embodies the fundamental principles and
maxims of Islamic jurisprudence. Among the figh arguments deriving from this hadith is: If someone has
caused damage to another party’s property, it is not permissible for the affected party to retaliate by
damaging the property of the person. This is because such action is deemed to aggravate the damages
without any benefits in return, hence it is harmful. The alternative is paying compensation to the same
value of the damaged property so as to avoid further harm to the property of the owner. For details, refer
Al-Bugha and Misto (1998) and Zuhrah (1958).
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Islamic scholars broadly classify harm or damage into two types: the first type is the
harm or damage which occurs as a result of a deliberate action by a person to inflict other
parties or entities (e.g. environment). The second type is an action by a person with a
solemn intention and permissible by Shari ah; albeit in good faith, his action may directly
or indirectly cause harm to other parties. While the former is strictly prohibited or har0m,
the latter has to be examined in varying degrees and in a various contexts to determine
whether the action is permissible or otherwise (Zuhrah 1958; Al-Bugha and Misto 1998).

The study on the principle of harm prevention together with the concept of maslahah has
been a subject of wide discussion in the field of Islamic jurisprudence. A number of
Islamic legal maxims were derived from this. For the purpose of this study, we simplify
the discussion by providing a summary of Islamic maxims which derived from the
concept of harm prevention. Table 2 summarises some of the most important Islamic
legal maxims which are relevant and significant to our discussion on CSR. Examples of
their application to various CSR related issues are also provided in the corresponding

column to further illuminate our understanding of the maxims.
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Table 2: The Framework of Harm Prevention in Islam

Islamic Maxim

Description

Examples of Application

Harm is repelled as
far as possible.

Any potential harm to the society has to
be prevented as much as possible. This
resembles the proverb ‘prevention is
better than cure’. It is easier to prevent
something from happening rather than
treating it when it has already
happened.

Dumping toxic waste as a form of
externalising a firm’s cost to society
must be averted, such that it must
not even be considered as an option
for cost-minimising strategy.

Harm is putto an
end.

Any harm must be stopped or
abolished. It is obligatory to remove the
harm and try to rectify the damage.

If a firm is found disposing its
harmful waste (toxic) in a residential
area, such an act must be stopped.
If the public suffers health problems
as a result of such an act, the firm
must take the responsibility and pay
compensation accordingly.

Harm cannot put to
an end to by its
like.

In an attempt to remove harm or
damage, it must not invoke another
type of harm either in the same degree
of harm or worse.

In avoiding risky investments which
may harm the shareholders’ fund,
managers must not instead invest in
illegitimate activities (based on

6 K D U vigDpoint), albeit higher
returns.

Severe damage is
avoided by a
lighter damage

If harm or damage is unavoidable, the
strategy is to choose the lighter
damage between those two. Another
similar maxim is that the smaller of two
harms is chosen.

In the event where a banking firm
has no other option except to reduce
a certain number of employees or
close branches in order to remain
sustainable, it may do so because
the damage of a collapsed bank is
more severe than the suffering of the
few workers.

To repel a public
harm a private
damage is
preferred

One has to succumb to the damage
which is private in nature in order to
prevent social harm. In other words, a
firm’s operation should be biased in
favour of society if two harmful acts are
conflicting.

Avoiding of financing companies that
manufacture illicit drugs or activities
detrimental to public consumption is
deemed necessary even at the
expense of undermining individual
profits.

The repealing of
harm is preferred
to the attainments
of benefits.

If there is a conflict between harm and
benefit, it is obligatory to repeal or lift
the harm first even if by so doing it will
remove the benefits. This is because
harm can easily spread and cause
severe damage, and hence priority
ought to be given to the aversion of
harm over attaining benefits.

A bank should avoid financing
activities, which might be perceived
as productive in terms of profits or
supposed to satisfy some demand
(e.g. pornography, gambling,
prostitution, promotion of alcohol,
etc.), but nevertheless contain
elements which may severely
damage and bring harm to the
society, moral, health, etc.

Harm must not be
sustained

Anything which may cause harm must
be abolished regardless of whether it is
old or new. It implies that any preceding
harm must not be allowed to continue
although circumstances which originally
cause such harm might have changed.

An Islamic firm which acquires
another firm must cease any
illegitimate business activities or
contracts (e.g. investment in alcohol
business, gambling etc.) which the
latter used to operate.

The Islamic legal maxims extracted for this study on CSR (as depicted in Table 2) were

originally taken from the Majallah al-Ahkam al-*Adliyyah (the Civil Code of the Ottoman
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Empire*. The Majallah comprises of 851 articles arranged in an introduction and sixteen
books. The introduction part of the Majallah consists 100 articles dealing with Islamic
legal maxims. However, this study only chooses those maxims that are relevant to the

discussion of the concept of harm prevention within the framework of CSR.

The Majallah reinforces the idea that man is a social being and that social life and
responsibility is integral to him especially in the commercial dealings or transactions
(Bakar 2000). The first article of the Majallah clearly states that, “In view of the fact that
man is social in nature, he cannot live in solitude like other animals and is in need of
mutual cooperation with his fellow men in order to promote a high civilization”
(Majallah-al-Ahkam 2001). Acknowledging the fact that, by nature man is selfish, the
Majallah further reaffirms the need of Shari’ah to maintain order and justice, especially
in balancing between the rights of individuals and the rights of society i.e. harmonising
self-interest with social interest. Therefore, in the light of the principle of harm
prevention, corporations must always take into consideration social responsibilities, to

avoid business practices that are detrimental to the well-being of society at large.

3.1 SUMMARY AND CONCLUSION

This paper provides Islamic alternative views to the Western theoretical constructs of
CSR. The Islamic worldview stands in stark contrast to many Western philosophical
constructs and other theoretical justifications of CSR since it takes social responsibility in
a holistic view that ultimately grounds Muslim moral and ethical judgements to Islamic
principles of Shariah. The Islamic worldview as discussed within the context of the God-
consciousness (Taqwa) paradigm, the objectives of Shariiah (0D T —),Vdods the
principles of maslahah serve as a foundation for understanding the position of Islam on

CSR. The implications of these principles to CSR are also discussed in detail so as to

# The Majallah is the Civil Code of the Ottoman Government promulgated in 1876. The compilation of the
civil code is based on Shari‘ah principles. Although it is comprehensive in delineating certain Islamic
jurisprudence principles, the Majjalah, however, does not contain all the provisions of civil law (e.g. one
branch of law pertaining to family law was left out). The very purpose of compiling this code is aimed at
preparing a book on juridicial transactions which would be correct, easy to understand, free from
contradictions, embodying the selected opinion of the jurists and easily readable for everyone. Among the
subjects covered include sale (bayb), hire (ijUrah), guarantee (kafUlah), transfer of debt (hiwUlah), pledges
(rahn), trust and trusteeship, gifts (hjbah) etc. See Bakar (2000) and Majallah-al-Ahkam (2001).
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provide some insights into how Islam perceives the issue of CSR in a holistic and
dynamic way, taking into consideration the reality and ever changing circumstances. In
particular, the pyramid of maslahah together with the principles of harm prevention
provide a framework for managers to manage any potential conflicts arising from diverse
expectations and interests of stakeholders, especially with respect to the issue of CSR. To
conclude, the concept of CSR is not a subject alien to Islam, as it is deeply inscribed in
Shari“ah. Therefore, any firm that claims to base its operation on Shari‘ah principles

should naturally practise CSR as it enshrines the true spirit of Islam.
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