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Abstract

Islamic finance assets advanced at double-digit rates during the past decade, from about US$200 billion in 2003
to an estimated US$1.8 trillion at the end of 2013 (Ernst & Young 2014; IFSB 2014; Wyman 2009). Hence,
despite this growth, Islamic finance and its related products are still focused in the Gulf Cooperation Council
(GCC) countries, and Malaysia, and represent less than 1 percent of global financial assets. While, Islamic
banking and finance sector, should responsive to small medium enterprises mitigating liability of smallness and
newness. The factors mitigating the inherent liabilities associated with new entrepreneurial startups were found
to be institutional support. Institutional support was also found to be an important factor of success for new
startups. The primary focus of this study is to examine the critical role of Islamic Banking and Finance,
expanding and facilitating entrepreneurial opportunities. This study draws on triple bottom line concept (people,
planet and profit), by developing standards equivalent to triple bottom line reporting for Islamic banking and
financial institutions, and disseminating independent and objective research to relevant stakeholders. This
includes examining the potential positive or negative social impact of Islamic Banking and Finance on the
financially sustainable and responsible community.
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1. Introduction

Consistently, the Islamic banking concept has gained popularity worldwide attributing to the major opportunities
it offers, such as the diversification of the investor base and its ability to lure and increase a country’s investment
(Osman 2012; Ahmad, 2008). This is visible from the significantly high compound annual growth rate recorded
in the Islamic banking industry during the years of the global economic adversity between 2006 and 2009
(Reuters, 2010). The Islamic banking and finance sector can influence the future direction of the economy, and
as such, may act as a motivator towards realising a prosperous future and sustainable development. Socially
responsible investment in sectors such as renewable energy, or in environmentally/ socially sound endeavours,
can make a more meaningful contribution to the economy than perhaps more traditional ventures (Setchell,
2015). Responsible investments are likely to bring a greater return to investors. Alertness among consumers
about the role of sustainability is increasing, and social and environmental arguments are affecting
decision-making. Nevertheless, ‘green’ businesses are more competitive and are likely to achieve greater
financial results while simultaneously addressing the triple bottom line.

From the Middle East perspective, the potential in sustainable business and socially responsible investing is great.
One of the principles of Islamic banking is to not invest in projects that are detrimental to society, which exhibits
the extent to which Islamic finance contributes to a broader values-based social system. The Islamic principles
that lead Islamic finance include the concept of humankind as trustees of nature. This instils a level of
responsibility to safeguard society and environment, and demonstrates the potential for the region to seek these
principles even further in a business situation. Taking these distinctions into account is the Islamic Reporting
Initiative (IRI), which delves to promote the use of triple bottom line reporting as an instrument for business
development and growth, in a context that is regulated with Islamic principles. Additionally, the favourable
geography of the region prepares it with great renewable energy resources, such as solar power. This may serve
as a major competitive advantage in the field of sustainable development, with consumers increasingly
scrutinizing the social and environmental impact of organizations.
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2. Methodology

The primary objective of this study is to investigate the critical role of Islamic Banking and Finance, expanding
and facilitating entrepreneurial opportunities. This study draws on triple bottom line concept (people, planet and
profit), by establishing standards equivalent to triple bottom line reporting for Islamic banking and financial
institutions, and disseminating independent and objective research to relevant stakeholders. This includes
examining the potential positive or negative social impact of Islamic Banking and Finance on the financially
sustainable and responsible community. This paper proposes for new business framework that promotes ethical
leadership, employee well being, sustainable and socially responsibility community without sacrificing
profitability, revenue growth, and other financial and performance indicators. This means shaping business
frameworks integrating Islamic Finance and Banking sector on approaches that have a positive economic, social,
and environmental impact, often referred to as the triple bottom line. The triple bottom line — or “People, Planet,
Profit” (TBL) — encloses a definite set of moral values and criteria for measuring organizational (and societal)
success and with it a need to institute triple bottom line assessment and reporting (Fry & Slocum Jr, 2008). TBL
is coined by John Elkington of “SustainAbility” (UK) in 1995. TBL is one of the main systems being used by
businesses to examine the profits they are making through their corporate sustainability solutions. The Triple
Bottom Line approach observes how one see beyond the traditional bottom line of business to the profits that one
generates socially, environmentally, and economically.

Notwithstanding many similarities, the nature of the human and financial resources for social entrepreneurship
contradicts in some key respects, primarily because of difficulties in resource mobilization (Austin, Stevenson, &
Wei-Skillern, 2006). Contrary, a commercial entrepreneur who often has the financial resources or incentives to
recruit and retain talent, social entreprencurs is rarely able to pay market rates for key hires (Oster, 1995). Small
medium enterprises may be considered non-bankable and unqualified for formal loan because they lack of
collateral to back their loan applications. This demonstrates the liability of smallness and newness of the
enterprises in enacting new business opportunities. Yunus & Jolis (2003) stated that the poor are not lack of
talents thus should be given opportunity in terms of capital to be independent entrepreneurs. Hence, it is the right
time for Islamic banking and finance sector is to offer sustainable micro-financing services or products to such
communities. Microfinance is a supply of relatively small loans, savings and other basic financial services to the
poor has made an impact in the lives of many over the years across the globe (Rahman, 2007). MFIs have
developed from a humble beginning of village banks or cooperatives in Egypt in 1960s to a very structured
institutions like Grameen Bank in Bangladesh, BancoSol in Bolivia, Unit Desa Bank Rakyat Indonesia and
ACCION International in the United States and Latin America (Dusuki, 2008) and the opportunity for Islamic
Banking and Finance sector is still wide and open. Furthermore, with the repayment rate of more than 90% the
microfinance sector has been proven to be low risk and profitable business (Hassan et al, 2012).

Table 1. Triple Bottom Line (TBL) Framework in Socially Responsible Investment Community

Sustainable Issues Broad Considerations

Social equity and cohesion — shaping the well beings of individual and the community to
increase institutional-individual relationship (Islamic banking and finance sector and
community)

People
Social Sustainability

Planet . . L o
. L Responsible and sustainable community in natural resources exploitation
Environmental Sustainability
Profit Sharing liability and risk
Financial Sustainability and New and innovative services and products

Sustenance (Barokah) Spiritual Sustenance

The establishment of Grameen Bank by Prof. Muhammad Yunus, and known as bank for the poor is considered a
replicable financing model to small medium enterprises that demonstrates lack of critical funding opportunities.
The abstractly new and not well established small medium enterprises are presumably being considered as ‘non-
bankable’ and not credit worthy due to the absent of physical assets; hence granting credits to them is “very risky
(Hassan et al., 2012). As a result, most microfinance providers are dominated by NGOs (Brugnoni, 2010). Yunus
(2003) has proven that the group lending system as per Grameen Bank model overcome this predicament and the
poor are given the chance to provide ‘social collateral’ instead. Hence, Islamic Banking and Finance should be
more innovative and socially responsible by offering ‘social collateral’ to the entrepreneurship community.
Though, the risk is inevitable, the Islamic banking and finance sector may mitigate the risk through the peer
monitoring, joint liability and eventually has effectively increase repayment rate, decrease adverse selection and
significantly reducing cost (Brau & Woller, 2004). In framing the theoretical foundation of this study, TBL
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evolves from two dimensions of the sustainable issues and broad considerations. This is summarized using the
Table 1.

3. Discussion
3.1 The Context of People

The application of triple bottom line (TBL) to enable socially sustainable entrepreneurship community is
significant in the sense that it drives broader consideration of people, planet and profit in the context of Islamic
banking and finance sector. A triple bottom line institution takes steps to ensure that its operations aid the
company's employees as well as the community in which it conducts business. In a TBL context, the
development of human capital is shaped by social equity hence the well being of individual and the community
(local or global) increases institutional-individual relationship. Islamic banking and finance managers of TBL
entities are concerned, not just with providing adequate compensation and rewards to its workers, but
strengthening the role of institutional-individual relationships by creating innovative, accessible and community
friendly services and products to the community. The value and meaning for Islamic banking and finance is not
only to seek positive ways to contribute to the community through activities, such as charitable contributions,
education programs and equal opportunity employment yet incorporating this sector as one of the effort to enable
the community.

To further understand the context of this discussion, this paper connects the case of Amanah Ikhtiar Malaysia
(AIM). AIM is one of the microfinance institutions (MFI) in Malaysia. This institution has been operating for
more than 20 years extending credits and micro insurance to the micro entrepreneurs. AIM relies on grants and
loans from different local and international institutions (Ismail, 2001). This institution offers no interest charges
and flexible against defaulters. This is in line with the teaching of the Holy Quran; ‘If the debtor is in difficulty,
grant him time till it is easy for him to repay. But if you remit it by the way of charity, that is best for you if you
only knew.” (Note 1) On top of entrepreneurial support of micro credit, AIM offers training, business networking
and matching activities. These efforts transform micro entrepreneurs ability to become economically sustainable.
Since 31st January 2012, AIM products and services benefitted almost 297,790 participants with more than
MYR 6 billion allocated to the community, with the repayment rate of 99.6% (AIM, 2008). Apart from the
financial impact on microfinance on the participants, Morduch in Saad and Duasa (2010) said that there is also a
social dimension involved in the programme. There are views that governments may not be able to provide full
public interests and are not capable of achieving developmental goals.

Hence, the key notion is to motivate commercial sector capacity in production of goods and services that in
effect elicited the advancement of the economic development in the developed countries and fields of economic
prosperity, employment and stable relative welfare of citizens (Salarzehi, Armesh & Nikbin, 2010). This in
return supports the social dimension and the improvement in community’s health status, the children’s education
and increasing the overall life quality of the community. This is proven in the impact study conducted by AIM in
2005 and reported that 90% of the participants have successfully exit poverty after 4 borrowings and 74.9%
(AIM, 2008). This signifies the critical role of Islamic banking and finance in offering more and innovative
solutions to the entrepreneurship and the community.

The reports on Islamic Banking Opportunities Across Small and Medium Enterprises by International Financial
Corporation, World Bank, which includes countries namely Iraq, Pakistan, Yemen, Kingdom of Saudi Arabia,
Egypt, Lebanon, Morocco, Tunisia, and Jordan, reiterates several reasons for the lack of access to finance for
small medium enterprises (SMEs) in these countries. The study demonstrates that, there is a potential gap of
USD$8.63 billion to USD$13.20 billion for Islamic SME financing within un-served and underserved SMEs
categories, with a reciprocal deposit potential of $9.71 billion to $15.05 billion across these countries. This is by
reason of un-served and underserved SMEs ignoring the conventional banks, only owing to religious reasons.
This potential is a “new to bank” funding opportunity, which is still unexplored, as banks and other financial
institutions lack of sufficient strategic focus on this segment to offer Shariah-compliant products. This is the
strategic role of Islamic Banking and Finance and to increase visibility in ‘still untapped’ markets. Islamic
financial institutions have offered several financial instruments and products that comply with the Shariah and
through such instruments, Islamic banking and financial institutions could also serve as the financial
inter-mediation to SMEs, they also need to advance the human resources (confidence, skills, knowledge and
information) among the clients at the same time to build local structures that help SMEs to grow progressively
(Abdullah & Hoetoro, 2011).

3.2 Building Sustainable Environmental Life

A TBL company evades any activities that harm the environment and looks for ways to lessen any negative
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impact its operations may have on the ecosystem. It manages its energy consumption and takes steps to reduce
its carbon emissions. Many TBL companies go beyond these basic measures by utilising other means of
sustainable development, such as using wind power. Many of these practices actually increase a company's
profitability while contributing to the health of our planet. In Islam, human and environment interaction is led by
the notion of the person as a vicegerent or steward of the earth (Jusoff & Abu Samah, 2011). As vicegerents of
Allah in earth, Muslims are accountable to Him to protect and preserve what He has entrusted them with
(amanah) (Farook, 2007). Farook further posits that destruction of or adversity to the physical environment, if it
is considered harmful to the interests of the individual or the society at large, is prohibited in Islam. An Islamic
way of a sustainable environmental life entails living in “peace and harmony (salam)" at individual, social as
well as ecological levels (Jusoff & Abu Samah, 2011). It is essential for every individual to ensure that their
actions have minimal environmental impacts. While Islamic Banking and Finance sector itself does not have
direct environmental consequences, projects supported by this sector may have significant environmental
impacts. Hence, actors within this sector should be responsible to ensure that such harmful investments are
avoided and actively promotes, opportunities that is sustainable and responsible to the environment and
community.

Farook (2007) suggests the social impact based investment notion. This according to Farook, due to the special
financial strengths (because of their diversification capabilities and economies of scale), they are able to devote
in industries that produce social, cultural or religious development in line with Islamic ideals. This is much
relevant to be implemented by Islamic Banking and Finance institutions in countries such as Saudi Arabia, UAE,
Qatar and Malaysia. Hypothetically, opportunities in socially, culturally and religiously driven areas, could be
identified as social impact based investments hence may employ social entrepreneurship as an instrument to
enable the SMEs. Therefore, relevant Islamic institutions (such as Islamic banks, Islamic microfinance
institutions, and / or Business Development Services) should provide a vast space of accessibility to SME
owners and their resources to ensure capacity for exchange in line with Islamic criterion of mutual
interdependence among related agents (Abdullah & Hoetoro, 2011). It will be truly challenging to incorporate
social entrepreneurship within Islamic Banking and Finance as this sector is mostly driven by profit. Balancing
profit with social motives will never be easy as business are more motivated towards achieving financial returns
and making shareholders happy. To ensure shareholders to be happy nevertheless, banking and financial
institutions including Islamic banking and finance sector, tries to push profit as their main business agenda.

3.3 The Role of Social Entrepreneurship

Discovering and creating business opportunities for new venture creation are paramount in shaping
entrepreneurial actions and the intent to develop potential business opportunities (Ahamat & Chong, 2014). The
role of social entrepreneurship in the context of Islamic banking and finance is mainly caused by its essential
signals to drive social change. Harding (2006) suggests that the significant role of social entrepreneurship is that
it contributes to an economy by providing a substitute business model for enterprises to trade commercially in an
environmentally and socially sustainable way, and it also provides an alternative delivery system for public
services. Rolland (2006) posited that the uniqueness of this company is that they view the primary purpose of the
company in creating jobs and value to the communities, and not to shareholders’ profitability.

Here, the motives will be driven both namely financial returns and social returns. Abdullah & Hoetoro (2011),
posit that profitability is still an objective, but it is not the only goal, and profits are re-invested in the mission
(da’wah or Islamic propagation) rather than simply being distributed to shareholders as determined in the Holy
Qur’an Surah al-Hashr: 7, saying that: “What Allah has bestowed on His Apostle (and taken away) from the
people of the townships —belongs to Allah— to His Apostle and to kindred and orphans, the needy and the
wayfarer; in order that it may not (merely) make a circuit between the wealthy among you......”. Nevertheless, the
incorporation of social entrepreneurship to enable the socially responsible investment community is much
supported to build sustainable and responsible investment community.

3.4 The Concept of Barakah (Spiritual Sustenance)

Previously, profitability was considered the only important factor in an opportunity seeking behaviour, yet
businesses today have had to expand their thinking in this regard. In Islam, there is no separation between
entrepreneurial activities and religion. Islam has its own entrepreneurship characteristic and guiding principles
based on al-Quran and al-Hadith to guide entrepreneurship operation (Oukil, 2013). By morality of the human
nature, the person must firstly be a Muslim, then the entrepreneur hence he has the responsibility to perform
ibadah and be a khalifah (Faizal, Ridhwan and Kalsom, 2013). Muslim entrepreneur should search for Allah"s
blessings above all other factors. Muslim entrepreneurs perform entrepreneurial activities not solely for profit,
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but above all, to fulfil the fardu kifayah Vargas-Hernandez, Noruzi, and Sariolghalam, 2010).

The paper posited that belief system that is embedded and practiced (such as religion) is a vital element of an
individual in their journey of opportunity creation. Hence, there are massive challenges and difficulties for
entrepreneurs in organizing their limited resources to achieve their business aims. Research demonstrates that
socio-economic crises result in more people inclining to religion and spirituality (Smith & Danton, 2005). The
paper suggests that the unique systems of meaning, action, or beliefs emerging from the human processing
deeply rooted in the Islamic concept of tasawwur (conception), which advocates the concept of spiritual
sustenance. Islamic tasawwur demonstrates entrepreneurship as one of the best forms of livelihood or occupation
(Sa’ari & Abdul Hamid, 2011). Al-Quran manifests this encouragement towards Muslims clearly through a
summons like “seek, using all resources available on earth and open up opportunities for the same cause” (Note
2). Yusuf al-Qaradawi (2001) indicates that the philosophy of Islamic entrepreneurship (adding the emphasis of
spiritual sustenance) is driven on economic philosophy itself, where businesses or trades are based on Rabbani
(divine) and divinity traits. Al-Quran itself asserts the spirit and principles of freedom, justice, and morality in
every mode of entreprencurial activity.

The principles, conditions, and guidelines that have been set aim to ensure the survival of the business (Ahmad,
1995) and to achieve barakah (blessings) from Allah the Almighty. This is written in the holy book of Al-Quran:
"Worship is done by people of strong faith who are not distracted by business or trade from quoting and
remembrance of Allah; establish regular prayers and practice regular charity; they fear the hereafter.” (Surah
An-Nur: 37). The idea of business as /badah or worship emulates a guiding principle of the social belief system
ingrained in the opportunity creation process. While, for the Muslim entrepreneurs, opportunities are interpreted
as rezeki (sustenance), yet sustenance is a responsibility more than a reward. Muslims consider that trustworthy
and good deeds will result in barakah from Allah. This may result in ease in daily activities, a happy life and a
lot of blessings in this life and the hereafter. Barakah or blessing is one important element that establishes the
view of spiritual sustenance.

Barakah is the Arabic word which demonstrates grave; in particular, it is a spiritual gift or for protection from
God Almighty, Allah. In Christian religion there is a word berakhah, which explains appeal or excellence award
from the Lord. Incidentally, the word Baraka used in the French language is identical with the word luck (fate).
Hence, barakah advances the feeling or a sense of self-efficacy, a belief in dealing with businesses or
commercial transactions. This is interpreted in the book of the Holy Quran where the word barakah is among the
blessings that Allah says in Surah Al-A'raf verse 96, which means, "If the State of the people believe and fear
surely we will bestow on them blessings from heaven and the earth.” In the context of Islamic Banking and
Finance, it is imperative that the actors in this sector to filter their investments for compliance with Islamic laws
and principles develop a clear policy outlining their method of filtering investments and the depth of their
filtering or screening (Farook, 2007).

4. Conclusion

To answer the key question in this study, is Islamic Banking and Finance doing enough, this paper suggests more
innovative efforts to integrate TBL in shaping sustainable and responsible investment. The proposed triple
bottom line framework helps unleash the critical people, planet and profit in building more sustainable and
responsible investment community. The role of Islamic Banking and Finance institutions are eminent. Taking
this notion into account is the Islamic Reporting Initiative IRI, which seeks to promote the use of triple bottom
line reporting as a mechanism for business development and growth, in a context that is aligned with Islamic
values and principles.

However, one main issue with the triple bottom line is that the three separate contexts cannot easily be integrated.
It is challenging to examine the planet and people accounts in the same terms as profits—that is, in monetary
terms. The full cost of an open burning in several countries leading to haze and schools closures, for example, is
probably immeasurable in monetary terms, as is the opportunity cost of absences of children and teachers from
schools, or the health cost of the communities in far remote areas without adequate health facilities. Like most
subjective communication efforts or intangible benefits, your socially and responsibly driven activities can be
difficult to measure. However, the Islamic Reporting Initiative (IRI) is essential to enable businesses to report
and measure their social impact.

Future empirical study is useful to draw better conclusions on this interesting study. Hence, applying employing
interpretive inquiry approach to the research subject could operationalize this. While, interpretive analysis aims
to shape how people experience the world, the ways they interact together and the settings in which these
interactions take place. This includes the interpretation of meaningful human expressions such as written, verbal
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and/or physical (Ahamat & Chong, 2015). Two key notions involved, namely human activity and social life.
Smith (1992) contends that human actions are those assertions people make based on reasons, intentions and
motivations while the idea of social must be added because the meanings attributed to human actions, both by
the actors and the interpreters are determined by and can only be understood within a social meaning in this
context all the stakeholders involved in Islamic Banking and Finance.
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