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Abstract

The present study investigates the area of CSR expenditures reporting practices of Islami
Banks of Bangladesh and whether they followed the guidelines provided by Bangladesh Bank. The
study was based on secondary data from annual reports of 2015. A total no of 4 out of 8 Islami
Banks of Bangladesh were selected randomly for the present study. The study reveals that banks
reported CSR expenditures in the areas of education, health, disaster management, sports, arts,
literature & culture, environment and human & social welfare activities in the banner of others
which prescribed by Bangladesh Bank. But their reporting is not up to the mark according to the
Bangladesh Bank guidelines. The study also shows that environment is the least emphasized sector
of CSR by the selected banks. The study recommended that Islami bank should follow and reported
their CSR expenditure according to the guidelines of Bangladesh Bank to its annual report and
should increase CSR expenditures amount. Also Bangladesh Bank needs more monitoring over the
Islami Banks’ CSR activities.

Key Words: Corporate Social Responsibility, Islami Banking, Stakeholder, Global
Movement.

1. Introduction

Management without caring needs and expectation of stakeholders in a
community will not be competitive compared with those who do in the 21 century.
Demand for accountability and transparency from the both public and private sectors
has become soaring. In the older days’ management is seeking for survival and
profits. Nowadays management concerns managing financial and nonfinancial results
with awareness of risk and maintenance of transparency. As a result, Corporate
Social Responsibility (here after use CSR) has possessed equal importance of
corporate financial performance (Yeung, 2011). It goes without saying that CSR has
become of great importance in recent year. CSR is a rapidly growing global
movement that argues that businesses have a responsibility to address social issue.
Now businesses not only operate only for profit but also for social development. The
role of business worldwide and especially in the developed economics has evolved
over the last few decades from profit maximizing approach to a social responsibly
approach, where business are not only responsible to its stockholders but also to all
of its stakeholders in a broad sense (Miyan 2006).

Bangladesh is a developing country. Because of global competitiveness and
demand, the CSR practices and standards are being implemented in Bangladesh.
Bangladesh practices CSR in both public and private sectors. Now the banking sector
is not out of the area of business world because it has direct or indirect relationship to
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the government, non government and business sector (Rahman et al, 2013).
Corporate Social Responsibility practices by banks have become an important part of
modern business world. Banking sector of Bangladesh consists 56 scheduled banks
where there are six State owned commercial banks, two specialized banks, nine
foreign banks and thirty nine private commercial banks (Bangladesh Bank website).
These private commercial banks categorized into conventional banks and Islami
Banks. Conventional bank performs interest base banking. It earns profits through
the implementation of interest on deposits where they offer a small interest rate, and
loans where they charge a higher interest rate. In addition, commercial banks, and to
a greater extent investment banks, earn a fee-based profit for some of their services.
On the other hand, Islami banking is interest free banking, in which there is no fixed
rate of return. Islami banking is the banking system which is run in accordance with
the Islami laws and the Shari a’ board; that guides the institutions. Now the banking
sectors are very competitive. To get this competitive advantage from their rival, CSR
is one of the main instruments. CSR practices by banks not only improve their own
standards but also affect the socially responsible behaviors of their business (Ullah,
2011). Banking industry itself can be benefited from the positive effects of CSR to
the society as a whole, particularly on its clients.

2. Review of Related Literature

As a corporate, citizen business organizations have to prove their social
accountability associated with the profit maximization motive to pressure prolonged
of sustainable competitive advantages. This social concern has given the birth of
Corporate Social Responsibility (CSR) (Yeshmin, 2012). There is no universal
definition of CSR. It can be defined as a organization’s commitment to minimizing
or elimination any harmful effects and its long run beneficial impact on society
(Petkus and Woodruff, 1992). While (Smith, 2002) defines CSR as “ the integration
of business operations and values whereby the interests of all stakeholders, including
customers, employees, investors and the environment are reflected in the
organizations policies and actions”. CSR improves communication with the
community and other stakeholders (Anand, 2002) and competitive advantage (King,
2002). CSR is now seen as mainstream in corporate strategy (Mahmud, 2009). It
ensures trade-off between economic and social goals of the efficient utilization of
scare resources (Ullah, 2011) also considers society, nature and ethics as central part
of strategy that can improve the competitive positions of a company (Mittal et., al.,
2008).

Samina (2012) conducted a survey on practice of corporate social responsibility
in Islamic Banks of Bangladesh to find out whether the Islamic Banks of Bangladesh
are adhering to the prescribed form of the CSR activities or not. The study was based
on secondary data of 6 sample Islami Banks of Bangladesh. The study based on a list
of all recommended items of CSR activities in the light of Shari’ah. The study
revealed that all sample Islami Banks perform mandatory forms in full-fledged but
there is a significant variation in involvement in recommended forms of CSR
activities. The study also found a strong positive correlation between CSR
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expenditure, deposit collection, investment and net profit of sample Islami Banks,
and the correlation was statistically significant.

Yunus et.al, (2015) in a study titled corporate social responsibility and related
disclosures of some selected conventional and Islamic banks of Bangladesh based on
secondary data from annual report and websites of 2012. The study explored the CSR
activities and performance of sample banks on six basic areas: education, health,
environment, culture & heritage, social welfare and sports. From the study, it is clear
that participation of different banks in different areas of CSR activities is limited.
Most of the sample banks have shown better contribution in education and health but
least in environment and culture & heritage. The study revealed that the banking
sector in Bangladesh is playing vital role for the welfare of the society.

Azim et.al, (2011) performed an exploratory study on corporate social disclosure
of financial sector in Bangladesh. The study investigates corporate social reporting in
the financial sector in Bangladesh. This study analyzes the annual report of 47
finance companies that were listed in Dhaka Stock Exchange. The researcher
reported that corporate social responsibility is not the only ethical dilemma that
financial institutions face in an atmosphere of corrupt corporate practice. The study
found that the top two themes of corporate social responsibility disclosure in annual
reports are; (1) community involvement; and (2) human resources, environment and
fair business practices are distant third. In the degree of quantification, 55.56% of
disclosures are generalized qualitative statements without supporting evidence,
11.11% of companies used non monetary quantification, 28% reports’ contained both
monetary and non monetary quantification and only 5.55% provided monetary
disclosure. The financial institutions are concerned with commitment for sustainable
development. A well- functioning financial sector in any country can contribute
directly to a healthy economy. This sector plays an important role of a country’s
economic development. In location of disclosure most popular place is Director’s
report but no company uses chairperson’s report and the average length of
disclosures amounted to less than half a page.

Basah and Yusuf (2013) in a content based study on Islamic Banks and corporate
social responsibility, the study analyze the relationship of Islamic Banks and CSR
performance and how Islamic principles of Islamic Banks can influence the
implementation of CSR. The study found that Islamic Banks have a strong
responsibility to society, to establish a fair distribution of income, justice in the
economy and efficient capital mobilization. The activities and operations of Islamic
Banks are not only based on government rules and regulations but, at the same time,
must comply with the Shari’ah law. According to the Shari’ah law, Islamic banking
is characterized by ethical norms and social commitments. Islamic Banks avoided all
the activities that contradicted Islamic values and principles. Islamic Banks provide
support only core values and activities which loaded with moral values that cultivate
entrepreneurship, trade and commerce and bring societal development of benefit. The
Zakat payment obligation also shows the commitment and contribution of Islamic
banks to CSR.

Jusoh and Ibrahim (2015) conducted a qualitative research of 16 Islamic Banks
in Malaysia. The study aim’s to investigate the general perspective of Malaysian
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practitioners on CSR of Islamic banks. The data of the study collected by using semi-
structured face-to-face interview from 3 groups of banks personnel: Chief Executive
Officer/ Managing Director, Head of Shari’ah (HoS) and Head of Corporate
Communications (HCC). The study revealed that 58.8% practitioners agreed CSR is
a combination of obligatory and recommended programs which suggested that,
Islamic Banks must comply with some mandatory guidelines that are fundamental to
their existence. Banks expanded on CSR for strategic motives (promote corporate
image, greater employee satisfaction, promote long term profits and tax deduction)
and moral motives (top management awareness, ethical motivation of top
management, genuine philanthropy and accountability). On the other hand, coercion
motive (legal requirements, pressure from the public and indirect pressure from
Govt.) do not play as influencing factors. Many of Malaysian Islamic Banks’ CSR
activities have been dominated by their groups which are mainly practice by
conventional banks. Though every bank has a necessary awareness signal on CSR
but they need a comprehensive CSR framework based on Shari’ah principles.

Zubairu et.al. (2011) carried out a content analysis of Islamic banks of Saudi
Arabia. The study replicated the Haniffa and Hudaib (2007) study by examining the
social reporting practices of Islamic banks. The study try to explore the ethical
identity of Islamic banks as communicated via annual reports. Four fully-fledge
Islamic banks of Saudi Arabia considered as sample of analysis. The study analysis
‘ideal ethical identity’ checklist developed by Haniffa and Hudaib (2007) with 9
dimension (vision and mission, Board of Directors and top management, Product and
services, Zakah, charity and benevolent loans, commitments toward debtors,
commitment towards society, environment, Shari’ah Advisory Board and
community). The result of the study revealed that Islamic banks in Saudi Arabia had
poor disclosure practices. From the dimensions, commitment to debtors was the most
disclosed while the banks activities as regards the environment was the least
discloser. In fact, the largest incurrence between actual level of disclosure and ideal
level of disclosure was under five dimension; environment, Zakah chariry and
benevolent loans, products and services, commitment to community and vision and
mission statement. The banks disclosed a reasonable amount of information on their
debtors. Their corporate governance practices which one expected along
conventional banks were not up-to the mark. At present in the areas where Islamic
banks can counterparts a conventional bank, sample banks disclosed a very little
information in those areas.

Nor and Hashim (2015) accomplished an exploratory study of various Islamic
banks of Kuala lampur Malaysia. The nature of the study was to explore, what are
the attempts to discovered CSR and sustainability aspects in Islamic banking from a
managerial view. The study employed a face to face interview survey by open ended
questions to seek information through the ‘worm’s eye’ view of 11 important bank
officers holding different positions (Shari’ah Advisory Committee, Operational and
Corporate strategic managers and product development executives) of the selected
sample Islamic banks. The study exposed that banks conducted charity, Zakah,
environmental awareness campaigns, human capital development and community
development as CSR activities. These activities were make special report in the
annual report separately. Islamic bank perform CSR for improving image,
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reputations, stakeholder loyalty and confidence and full fill shari’ah requirements.
CSR helps to reduce barriers between banks and society. Islamic banks engage
themselves for alleviating poverty but it not get priority. The study also revealed that
Islamic banks in Malaysia have not socially failed due to the CSR contribution.
However, the contribution was not in satisfactory level.

The literature recognizes that CSR practices differ from country to country
(Adams, Hill & Robert,1998) and between developed and developing countries
(Imam, 2000). Furthermore, the nature and patterns of CSR vary between types of
industry (Gray et al., 2001).

From the above review of literature, it is found that there studies have been
conducted on CSR activities of Islami Banks in Bangladesh, but none of the study
has been conducted on specific CSR expenditures reporting practices of Islami Banks
and their comparative pictures with Bangladesh Bank (BB) guidelines. So there is a
need to conduct a comprehensive study of reporting practices of CSR expenditures of
Islami Banks opearting in Bangladesh.

3. Objectives of the Study

The present study has been conducted with a view to achieve the following
objectives :

i. to analyze the content of CSR expenditures reporting by Islami Banks in
Bangladesh;

ii. to identify the CSR expenditures areas of Islami Banks in Bangladesh;

iii. to examine whether the Islami banks reported CSR expenditures according
to Bangladesh Bank guidelines; and

iv. to make some recommendations for guiding further CSR development of
Islami Banks.

4. Methodology of the Study

The methodology of the study includes nature of the study, selection of the
sample size, methods of data collection, and data analyses and presentations.

4.1 Nature of the Study

It is a descriptive research, because the aim of the present study to understand
reporting practices of CSR expenditures of Islami Banks according to the guidelines
provided by Bangladesh Bank.

4.2. Selection of Sample Size

There are several private and public conventional commercial banks, foreign
banks and investment banks in Bangladesh who perform the CSR activities but the
involvement of these banks are not considered due to objects matter of this research.
There are 8 private Islami commercial banks (i.e. Al-Arafah Islami Bank Limited,
Export Import Bank of Bangladesh Limited, First Security Islami Bank Limited, ICB
Islamic Bank Limited, Islami Bank Bangladesh Limited, Shahjalal Islami Bank
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Limited, Social Islami Bank Limited and Union Bank Limited) operate in
Bangladesh. Out of them, 4 banks; Islami Bank Bangladesh Limited (IBBL), Social
Islami Bank Limited (SIBL), Al Arafah Islami Bank Limited (AIBL), First Security
Islami Bank Limited (FSIBL) have been selected randomly for the present study
which presents 50% of the total population.

4.3. Methods of Data Collections

Data were collected from secondary sources. Annual reports are considered
appropriate documents for analysis. Annual report is a common and widely
acceptable means of communication to stakeholders and they bend trustworthiness
(Guthrie & Parker, 1990; Singh & Ahuja, 1983; Adams, 2004; Gray et al., 1995;
Raman, 2006). To analyze the extent of social responsibility reporting by Bangladesh
companies, annual report constituted the main primary source (Azim et al. 2011).
Guthrie & Parker, (1990); Gray, Owen and Adams, (1996); Deegan and Rankin
(1997) and other scholars studied CSR reporting practices using annual reports the
key sources of information. Data also collected from policy paper, research paper,
articles, websites, journals, newspapers, web portal etc.

4.4 Data Analyses and Presentations

Collected data have been processed and analyzed by using descriptive statistical
tools in order to make the study more informative, reliable and useful.

5. Analyses and Findings

Indicative Guidelines and expected range/coverage of allocations for CSR initiatives
by Bangladesh Bank

BB’s DOS Circular No 01 of June 2008 and the subsequent circulars on the
subject comprehensively enumerate the expected ranges and areas of CSR
engagements of banks and financial institutions in the communities they operate in.
Given the current pattern of relative urgencies of needs in diverse areas, broad
adherence to the following allocation pattern will be advisable:

i) Education and job focused vocational training being crucial in widening
advancement opportunities for the underprivileged population segments,
around thirty percent of total CSR expenditure should be (a) for
scholarships/stipends for students from low income family in reputed
academic and vocational training institutions, and (b) for support towards
upgrading of facilities in academic and vocational training institutions
substantially engaged with students and trainees from the underprivileged
rural and urban population segments. Selection processes for scholarships
and stipends should elicit enough information to preclude applicants from
drawing benefits from multiple banks/financial institution sources.

Preventive and curative healthcare support assistance for underprivileged
population segments comes next in priority, around twenty percent of total
CSR expenditure allocation in this area would be appropriate. Support
assistances in this area would include direct grants towards costs of curative
treatment of individual patience, towards costs of running hospitals and
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diagnostic centers engaged substantially in treatment of patients from
underprivileged population segments, and towards costs of preventive public
health and hygiene initiatives like provision of safe drinking water, hygienic
toilet facilities for poor households and for floating population in urban
areas, and so forth.

ii) The remainder of direct budgetary CSR expenditure allocations should be
used in such other areas as emergency disaster relief, promoting adoption of
environmentally sustainable output practices and lifestyles, promoting
artistic, cultural, literary, sports and recreational facilities for the
underprivileged, upgrading facilities and lifesavings equipments in
emergency rescue services like the fire brigades etc., infrastructure
improvement for disadvantaged communities in remote far flung areas and
so forth.

The above outlined indicative allocation guidelines are for direct budgetary CSR
expenditures only. Indirect costs associated with promotion of inclusive financing for
productive SME initiatives in agriculture, manufacturing and services, and for
environmentally beneficial ‘green’ projects are partly mitigated by such policy
supports as concessional refinance lines, with the remainder to be viewed as
investment costs of expanding into newer client bases.

CSR Policy of Sample Islami Banks
Islami Bank Bangladesh Limited (IBBL)

In order to popularize the concept of Islamic Banking, IBBL has started its
charitable activities since the inception through creation of ““Sadagah Tahbil ™.
Thereafter, it was done through IBF converting the Sadagah Tahbil into a full fledged
foundation since May 20, 1991. Further to its activities under Islami Bank
Foundation (IBF), IBBL established Corporate Social Affairs Department (CSAD)
under Operations Wing on 16™ July 2009 in compliance with the instruction of the
Central Bank. IBBL focused their CSR program on three bottom line: people, plant
and profit with a view to achieving sustainable development. The bank beliefs that
their people are their capital that’s why they possesses value-driven culture. To
develop professional knowledge, skill and attitude of the employees, the bank
established its own training academy. Besides, each of the employee is given cash
incentives for completing diplomas. The bank committed to being a responsible
corporate citizen. IBBL engage with promotion of education sector of the country by
providing scholarship to the very poor students in HSC and graduation level. The
Scholarship is provided to the students @ Tk.2,000/- per month for 2 years for HSC
level with Tk. 3,000/- at a time for purchasing Books per year. Tk. 4,500/- (Urban) &
Tk. 3,000/- (Rural) per month for Graduation level for 3 to 5 years for Graduation
level. In addition, scholarship is allowed to 400 meritorious but poor students in
different educational institutions. Considering the disabled children as asset of the
society, the Bank stands beside the authority of Proyash (an institute run under the
patronization of Bangladesh Army for the well-being of children with special needs
and disability) for fulfillment of their need. For planet IBBL took initiatives to reduce
carbon emission through installation of solar panels, introducing measures for saving
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electricity, water, gas and fuel, encouraging double-sided printing, use of scrap/one-
side-used papers for note pad etc. the bank strict to installation of biomass processing
plants, waste recycling plants and Effluent Treatment Plants (ETPs) in financed
projects. The bank has taken steps for adoption of socially and environmental
responsible practices in their own internal operations. This is why the bank develops
a unique environmental policy statement and a policy prioritizes the labor intensive
and import substitute projects to improve the economic wellbeing of the common
messes. The bank also adopted different action programs & targets through
consultative processes involving internal and external stakeholders. IBBL embraced
all of their CSR decision at the highest corporate level (board of directors).

Social Islami Bank Limited (SIBL)

As a part of Corporate Social Responsibility (CSR), welfare activities of Social
Islami Bank Limited (SIBL) are being carried out mainly from (1) Profit of Cash
Wagf Fund (2) Compensation Fund (3) Doubtful Income and (4) Zakat Fund, from
the fund make available financial help to different orphanages, schools, madrashas,
social organizations & individuals who are suffering from fatal diseases like cancer,
kidney failure, heart diseases etc through SIBL Foundation Hospital and Diagnostic
Center’ in short, SIBL FHDC, is set up. SIBL FHDC recognizes the importance of a
highly qualified healthcare team to accomplish its mission, and is also committed to
the employment of the highly qualified and experienced physicians and staff whose
priority will be to ensure quality health care service and exceed in customer service
expectations of patients and their families through excellence, efficiency and
commitment. The aim of SIBL FHDC is to offer the best quality health services in
the areas of Dialysis, Pharmacy, ICU and Diagnostics and Consultancy in a very cost
effective way. In line with the objectives of SIBL Foundation, SIBL FHDC has
declared 30% discount for general public and 40% discount to the employees of
SIBL including their family members. SIBL is a pioneer of Cash Waqf Program
which Cash Wagf Program of the Bank paved the way of doing welfare of mankind
in various sectors such as: (i) Family Rehabilitation; (ii) Education & Culture; (iii)
Health & Sanitation; and (iv) Social Utility and others in conformity with Shariah.
Cash Wagf is broadly categorized as: a) General Cash Waqf; & b) Special Cash
Wagf. Cash wagfs shall be accepted as endowment in conformity with the Shariah.
Bank will manage the waqgf on behalf of the wagif. Cash waqfs shall be accepted as
endowment in conformity with the Shariah. Bank will manage the wagf on behalf of
the wagqif. Waqif has the opportunity to create cash waqf at a time. Otherwise he/she
may declare the amount he/she intends to build up and may start with a minimum
deposit of Tk. 1,000/= (one thousand) only (or equivalent foreign currency). The
subsequent deposits shall also be made in hundred or in multiple of hundred Takas.
However, General Cash Waqgf A/Cs (where name of beneficiary whether
Individual(s) or Institution(s) are not mentioned) may be opened by depositing a
minimum sum of Tk. 1,000/= only. Specially Cash Waqf A/Cs (where name of bene-
ficiary whether Individual(s) or Institution(s) are mentioned) by depositing a
minimum sum of Tk. 5,000/= & above. The bank has been submitting quarterly CSR
report to Bangladesh Bank as per format provided by them. The format has following
dimensions: (i) Financial Inclusion: In the form of financing to Agriculture, SME,
Women Entrepreneur, Renewable Energy, Solar Irrigation etc. (ii) Donation to the
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individuals, covering: Education, Health, Disaster Management (Family
Rehabilitation), Environment (Social Utility), Sports, Art & Culture, Others etc. (iii)
Donation to NGO’s : For supporting such welfare activities. The bank embraced all
their CSR with decision from at the board of directors. SIBL has taken steps for
implementation of socially and environmentally responsible practices in their own
internal operations and take on programs through consultative processes involving
stakeholders.

Al Arafah Islami Bank Limited (AIBL)

CSR is an integral part of AIBLs’ corporate culture and ethics. AIBL respond
positively in every sphere of social activities, delivering innovative solution to valued
customer. The bank’s investment policy follows different models approved by
Islamic Shariah. The bank holds their all CSR regarding decision from their board of
directors. The bank is committed towards establishing welfare orientated banking
systems, economic upliftment of the low income group of people, create employment
opportunities, implementing development projects of the government and creating
infrastructure. AIBL also has taken steps for implementation of socially and
environmentally responsible practices in their own internal operations. According to
the need and demand of the society and the country as a whole the bank invests
money to different Halal business. AIBL established Al Arafah Islami Bank
Foundation to serve the humanity. The philanthropic supports were extended both
from the bank and from the AIBL foundation. AIBL English Medium Madrasah,
AIBL library and AIBL foundation has established International Standard Kidney
Dialysis Center to deliver the dialysis therapy to kidney patients at low cost at Dhaka
and Chittagong. The bank adopted action programs & targets through consultative
processes involving internal and external stakeholders.

First Security Islami Bank Limited (FSIBL)

Aside banking activities, FSIBL has been trying to extend financial aid in health
services, render education and alleviate poverty for the poor and meritorious students
by providing scholarship for the underprivileged and helpless, neglected & lagged
behind communities during natural disasters and/or calamities every year under
corporate social responsibility program. The bank contributes almost 5% of its
operational profit in this CSR project. The bank also embraced their CSR decision
from their highest corporate level and a CSR desk help the bank to implement CSR
expenditures. The bank has taken different steps for adoption of socially and
environmentally responsible practices in their own internal operations and approved
various action programs & targets through consultative processes involving internal
and external stakeholders.

CSR Expenditures Reporting on Annual Report of Islami Banks in Bangladesh

From the above table it is depicted that sample banks are actively engaged in
education, health, disaster management, sports, arts, literature & culture,
environment and others human welfare activities. Islami Bank Bangladesh Limited
expend more than other banks. All the sample banks directly expend their CSR fund
in education, health, disaster management, arts, literature & culture and environment
related areas. Al-Arafah Bank Limited not expend in sports. Islami Bank Bangladesh
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Limited and Al Arafah Islami Bank Limited use their CSR fund in others social and
human welfare activities beside the mentioned areas.

Table 01: Area wise total direct CSR expenditures of Banks
(amount in million Taka)

Areas IBBL % of total | SIBL | % oftotal | AIBL | % oftotal | FSIBL | % of total
CSR CSR CSR CSR
expenditure expenditure expenditure expenditure
Education 175.24 21.89 4.72 8.19 9.7 4.93 15.27 10.83
Health 226.04 28.24 3.28 5.69 154.5 78.59 411 2.92
Humanitarian &| 323.90 40.47 45.55 78.98 124 6.31 80.3 56.97
Disaster Relief
Sports 26.60 3.32 0.57 0.99 - 0 26.02 18.46
Arts, Literature| 5.12 0.64 0.07 0.13 6.7 341 11.75 8.34
& Culture
Environment 21.42 2.68 3.47 6.02 0.5 0.25 35 248
Others 2211 2.76 - 0 12.8 6.51 - 0
Total 800.43 100 57.67 100 196.6 100 140.95 100

Sources: Annual Report of Sample Banks-2015

From the total direct CSR expenditures only one bank; Islami Bank Bangladesh
Limited expend above 20% of their total fund in education sector. First Security
Islami Bank Limited expends above 10% but other two banks Social Islami Bank
Limited and Al Arafah Bank Limited expend below 10% which is 8.18% and 4.93%
respectively.

Al Arafah Islami Bank expend highest amount (78.59%) in health program,
IBBL expend 28.24% others are below 10% of their total CSR expenditures.

All the sample banks expend highest amount in disaster management; in amount
IBBL expend 323.9 (40.47%) of total CSR expenditure, but in figure FSIBL and
AIBL reported 80.3 and 78.98 percent of their total CSR expenditure. Only AIBL
expend lowest amount of the sample banks which is 6.31% of its CSR expenditure.
There is no direct CSR expenditure reporting on sports of AIBL. From the rest banks
only FSIBL reported 18.46% others two are reported below 4%.

In art and culture only FSIBL reported 8.34% and others are below 4% of their
total CSR expenditure. Environment as CSR issues SIBL, IBBL, FSIBL and AIBL
reported only 6.02%, 2.68%, 2.48% and 0.25% of the their total CSR expenditure.

Table 02: CSR Expenditures as % after tax Profit
(amount in million)

Name of Banks After Tax Profit | Total direct CSR Expenditures % Rank
IBBL 3029.08 800.43 26.42 1
SIBL 2072.59 57.67 2.78 4
AIBL 2220.11 196.6 8.86 3
FSIBL 798.39 140.95 17.65 2

Sources: Annual Report of Sample Banks-2015
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The table shows percentage share sample banks use from their total after tax
profit in direct CSR expenditures. IBBL expend highest amount of their CSR fund
from after tax profit which is 26.42%, FSIBL expend 17.65% others are reported
below 10%.

Table 03: Trends of Direct CSR Expenditures reported by Banks

(Amount in million)

Name of | 2011 2012 2013 2014 2015
Bank

Amount | Amount |Change % | Amount [Change %| Amount |Change % | Amount | Change %
IBBL 410.7 309.1 (24.78) 476.4 54.12 524.5 10.10 800.43 52.61
SIBL 245 52.9 115.92 53.2 0.57 65.1 22.37 57.67 11.41
AIBL 20.9 31.3 49.76 84.1 168.69 17.8 (78.83) 196.6 1004.49
FSIBL 80.9 90.4 11.74 126.9 40.38 119.6 (5.77) 140.95 17.85

Sources: Annual Report of Sample Banks-2015 and Review of CSR initiatives in Banks-2014 by BB.

The above table shows the trends of CSR expenditures of last five years. Its
revealed that banks are gradually increasing their CSR expenditures year by year.
IBBL expend 24.78% less in the increasing year of 2012 than 2011 but rest of the
year it reported more than its previous year. AIBL and FSIBL reported their CSR
expenditures more than its last years except 2014, in this year they expend 78.83%
and 5.77% less respectively than the year 2013. In year 2015 AIBL expend
1004.49% more than the year 2014. Only SIBL frequently increase their CSR
expenditures of the last 5 years positively.

From the study it found that all the sample banks directly reported CSR
expenditures in the area of education, health, disaster management, arts, literature &
culture, environment according to Bangladesh Bank guidelines. In Bangladesh Bank
guideline banks need to be expend 30% of its total CSR expenditures in education
sector but, only IBBL and FSIBL expend 21.89% and 10.83% respectively and
others are below 10%. In the study year only AIBL and IBBL reported health related
CSR expenditures according to Bangladesh Bank guidelines. IBBL, FSIBL and SIBL
reported significant amount of their total CSR expenditures on disaster management
issue. But AIBL is lagging behind this program. From the study it is found that there
is no CSR expenditures reporting practices of sports in AIBL. Only FSIBL reported
18.46% and others are below 4% of their total CSR budget in sports, which
mentioned that Islami Bank don’t consider sports as a leading countryside of CSR.
Environment is the least emphasized sectors of CSR by the banks; only SIBL
reported 6.02% of their total CSR expenditures amount and others are below 4%. It
should be noted that Islami bank not considered environment as their priority CSR
program. The study also revealed that Islami banks reported in art and culture but it
is not significant. Islami bank’s trying to increase its CSR involvement gradually.
Though only IBBL expend one fourth of its after tax profit in CSR expenditures in
the year 2015.
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6. Recommendations and Conclusions

Now a day's CSR is the mandatory activities of the business forms of
Bangladesh especially in the banking industry. Islam is a religion, which maintains
tranquility in human being as well as economic and social development. Islami
Banks were developed to carry over this holy theme of Islam. As a nature of Islami
Banks all over the world are being engaged in various CSR expenditures activities
for getting the responsibility of protecting its stakeholders. Islami Banks of
Bangladesh are not legged behind this concept. This study shows that the sample
Islami Banks are following the guidelines recommended by Central Bank but it is not
perfect and up to the marks and also the reporting practices of CSR expenditures are
differ from banks to banks. So the banks should follow and reported their CSR
expenditures according to the prescribed form of Bangladesh Bank to its annual
report. Also Bangladesh Bank needs more monitoring over Islami Banks' CSR
activities. The result of the study also depicted that the sample banks’ most important
contribution in the area of environment, sports and art & culture are not notable.
Hence banks should increase their contribution in those areas. Though utmost efforts
have been given to reveal the sector wise CSR expenditures of the sample banks,
they should expend more on CSR issues from their after tax profit.

This study is based on secondary data on a small sample size. In this study only
considered the CSR expenditures reporting practices others variables are not used to
identify the CSR reporting of Islami banks of Bangladesh. The result of the study
cannot focus the real scenario of all Islami Banks of Bangladesh.

A further research can be done considering more banks as sample and identify
the impact of CSR expenditure on business branding of Islami Banks in Bangladesh
and impact of CSR contribution on the economic gain.
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