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ABSTRACT

Concerns about corporate social responsibility (CSR) have emerged for several reasons related
to the change in the CSR agenda and international compliance. This study presents new evidence
by investigating the perceptions of CSR practices among executives of Islamic and conventional
financial institutions in Malaysia, a prominent financial hub and partner for Middle Eastern,
Central Asian, and European markets. The paper employs a mixed methods approach, using a
survey questionnaire covering 27 Islamic and 20 conventional financial institutions and probit
regression to test the effect of executives’ attributes on the importance of different elements of their
perceived CSR. The findings challenge a prevailing CSR view that underplays the importance of
values and responsibilities. Overall, the results show that executives pay close attention to ethical
considerations, contrary to longstanding prior results. Findings reflect stakeholders’ interest in
corporate environmental, social, and governance practices, prompting businesses to align with
long-term social and ethical values beyond financial returns. This paper adds to the literature on
CSR in financial institutions, providing insight into the impact of executives’ attributes. It provides
a clear understanding of CSR in Islamic and conventional financial institutions grounded in the
framework of stakeholder theory.
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impacting investor confidence (Abd Rahman et al., 2011; Brogi & Lagasio, 2019). The
COVID-19 pandemic further emphasized aligning with environmental, social, and
governance (ESG) practices for long-term value. Islamic financial institutions (IFIs), driven
by Islamic ethical principles, have shown significant potential in promoting CSR (Aribi
& Arun, 2015). However, academic research on CSR in IFIs remains limited. This study
addresses this gap by examining CSR practices in Malaysia, a key financial hub, and aims
to contribute to CSR development within Shari’ah principles.

This study surveys 27 Islamic and 20 conventional financial institutions (CFIs) in
Malaysia to assess CSR understanding among executives, the impact of demographics, and
motivations for CSR engagement. Unlike Carroll’s (1979) CSR pyramid, which prioritizes
economic responsibilities, this study suggests ethics as paramount, challenging Visser’s
(2008) view that ethical priorities are lower in emerging markets.

Exploring CSR perceptions within Malaysia’s financial sector addresses a critical
knowledge gap for aligning with global sustainability goals. CSR has evolved from
shareholder value to broader social, economic, legal, ethical, and environmental
responsibilities (Carroll, 1991; Dhingra & Mittal, 2014; Kumar & Srivastava, 2022;
Sarkar & Searcy, 2016). This shift, rooted in stakeholder theory, is especially relevant in
Islamic finance, where CSR reflects values of social good, governance, and environmental
stewardship (Di Bella & Al-Fayoumi, 2016; Freeman, 1984; Platonova et al., 2018).

Studies indicate that growing CSR awareness in Malaysia is driven by government
initiatives (Abdul Hamid, 2004; Ahmad & Rahim, 2005; Broadstock et al., 2020). This
study applies Carroll’s (1979, 1991) CSR model to identify key elements of CSR and
examine its applicability to [FIs in an emerging market context while testing the effect of
demographic factors on ethical standpoints. The study conjectures the following hypotheses:

Hy,: The perception of how CSR affects institutional performance differs by the gender

of the executive.

Hy,: The perception of how CSR affects institutional performance differs significantly

by the age of the executive.

Hy;: The perception of how CSR affects institutional performance differs significantly

by ethnic group.

Hy,: The perception of how CSR affects institutional performance differs significantly

by religious beliefs.

Hys: The perception of how CSR affects institutional performance differs significantly

by work experience.

MATERIALS AND METHODS

The survey explored CSR attitudes among executives at IFIs and CFIs in Malaysia,
sampling from Bank Negara Malaysia’s licensed institutions, including Islamic banks,
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takaful companies, conventional banks, and insurance companies. Out of 540 distributed
questionnaires, a 67% response rate resulted in 360 returns. The anonymous survey used a
Five-point Likert Scale across 16 items in three sections: attitudes towards Carroll’s CSR
pyramid, motivations for CSR engagement, and the influence of gender, age, ethnicity,
religion, and work experience. Table 1 summarizes descriptive statistics. Four probit
regression models are applied to economic, social, ethical, and philanthropic responsibility
to test the association between respective perceptions of four CSR elements (Carroll, 1979,
1991, 1999, 2000, 2016) and executive-specific characteristics (Table 2).

RESULTS AND DISCUSSION

The results reveal that ethical responsibilities are prioritized over philanthropic, legal, and
economic responsibilities, with “increasing community trust and support” and “enhancing
public image and reputation” as key CSR motivations. At the same time, factors like
“government pressure”, “international regulations”, and “NGO pressure” are less influential.
Over 90% of respondents emphasize trust and public image, whereas legal and economic
responsibilities rank lower. Ethical and philanthropic duties, including equal employee
treatment and avoiding activities like alcohol and gambling, are highly valued.

Gender significantly affects CSR orientation: males in IFIs prioritize legal
responsibilities (p<0.05) and both legal and economic responsibilities in CFIs (p<0.01).
Younger executives (<30) focus on economic responsibilities, while older respondents (>51)
emphasize legal ones. Ethnicity also impacts CSR priorities, with economic (p<0.01) and
legal (»p<0.05) responsibilities more significant in CFIs. Religion influences CSR views,
especially economic and legal responsibilities across IFIs and CFIs (p<0.01 and p<0.05).

Table 1
Corporate social responsibility score (mean, ranking, and standard deviation)

. e e e . Conventional financial
Islamic financial institutions

institutions t-test
Mean Std. 95% Mean Std. 95% d-iﬂ"erences
(ranking) Dev. ct.)nﬁdence (Ranking) Dev. C(.)nﬁdence i means
interval interval

Economic 12.254) 251 11.88 to 12454 251 12.08 to 0.44
responsibility 12.61 12.83
Legal 1491 (3) 244 14.56 to 1459 (3) 243 14.22 to 0.20
responsibility 15.27 14.95
Ethical 1592 (1) 2.55 15.56 to 15.67(1) 244 15.30 to 0.33
responsibility 16.29 16.03
Philanthropic 1583 (2) 2.60 15.45 to 1555(2) 252 15.17 to 0.30
responsibility 16.20 15.92

Note. Std. Dev. = Standard deviation
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Work experience does not significantly impact ethical and philanthropic responsibilities in
IFIs yet is associated with economic responsibility in CFIs (p<0.05), with less experienced
respondents more inclined toward economic aspects.

Probit regression (Table 2) shows gender and work experience as significant predictors for
CSR views, especially in CFIs, where males rate economic and legal responsibilities higher
than females. Among IFIs, gender distinctions are primarily noted in legal responsibilities.
Younger and Malay executives in IFIs prioritize economic aspects, whereas Indian executives
emphasize legal ones. In CFIs, executives of diverse ethnicities focus on economic
responsibilities. Religion affects IFI executives’ focus, with Muslims emphasizing economic
aspects, Christians legal, and Hindus ethical. Overall, [FI executives slightly prefer economic
dimensions, while CFI executives lean toward ethical and philanthropic priorities.

CONCLUSION

The findings of this paper show that executives in [FIs and CFIs prioritize ethical and
philanthropic responsibilities, challenging Carroll’s (1979, 1991) CSR framework. Notably,
demographic differences influence CSR attitudes, with IFIs emphasizing community
support and public image over external pressures. The integration of ethics and philanthropy
is crucial in Malaysian business, especially within Islamic finance. The study highlights the
strategic importance of workplace diversity in achieving CSR goals, leveraging Malaysia’s
multi-ethnic context. It also underscores the need for further research on the influence of
demographic factors on CSR in the Islamic financial industry, particularly in the context
of rising FinTech and digitalization.
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