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ABSTRACT

This paper examines how Islamic finance and the halal industry work together to
create a sustainable Shariah ecosystem. It explains how the principles of Shariah-
compliant finance support the goals of the halal industry in promoting ethical and
responsible economic practices. By analyzing case studies from Southeast Asia,
the paper highlights how Islamic finance helps drive sustainable economic growth,
financial inclusion, and environmental protection within the halal industry. It also
addresses the challenges and opportunities in integrating these sectors and suggests
strategies for long-term sustainability through innovative financial tools, regulatory
changes, and collaboration among stakeholders. The paper concludes that a well-
integrated Shariah ecosystem, combining Islamic finance and the halal industry,
can greatly support global sustainable development goals while upholding ethical
standards.

DOI: 10.4018/979-8-3373-3917-7.ch003

Copyright © 2025, IGI Global Scientific Publishing. Copying or distributing in print or electronic forms without written permission of IGI Global Scientific Publishing is prohibited.

61



1.0 INTRODUCTION

Amidst the continuously evolving dynamics of the global economy, Islamic
finance and the halal industry have emerged as two fundamental pillars of the Sha-
riah economy. These sectors embody Islamic principles in business and financial
practices and offer an inclusive, ethical, and sustainable economic model. Integrating
Islamic finance with the halal industry is a strategic move to build a sustainable
Shariah ecosystem. This ecosystem, supported by Islamic finance, can significantly
contribute to economic growth, social welfare (Ibrahim, 2022), and environmental
preservation (Talha, Faisal, & Khan, 2024).

Islamic finance operates based on Shariah principles, emphasising justice,
transparency, and social responsibility (Elmelki & Ben Arab, 2009; Talha, Faisal,
& Khan, 2024). These principles are reflected in the prohibition of riba (interest),
gharar (uncertainty), and maysir (gambling) (Ibrahim, 2022), as well as encour-
aging investment in real and productive economic activities. Financial instruments
such as murabahah (cost-plus financing), mudarabah (profit-sharing partnership),
musharakah (joint venture), and sukuk (Islamic bonds) have become the foundation
of Islamic finance, enabling the provision of ethical and risk-based capital (Islamic
Development Bank, 2023; Radzi & Muhamed, 2019; Dewar & Hussain, 2023). Islamic
finance is an alternative for the Muslim community and attracts global investors
seeking stable, ethical, and sustainable financial instruments. World Bank Group
(2022) stated that in Malaysia’s Halal Industry Master Plan (HIMP) 2030, Islamic
finance has been recognised as one of the five key enablers for implementing the
strategies outlined. Nonetheless, Islamic financing to support the Halal economy
varies significantly by sector and is more utilised by smaller halal-certified businesses.

On the other hand, the halal industry encompasses various economic sectors
beyond traditional food and beverages, whose products comply with Islamic law,
cosmetics, pharmaceuticals, fashion, and tourism (Ramadhan, Ulfah, Nurzianti,
Bunkes, & Kadriyani, 2023). Global demand for halal products has increased sig-
nificantly, driven by the growing Muslim population and the rising awareness of the
importance of consumption in line with Islamic values (Muazu & Sjahrir, 2023).
Halal standardisation and certification have become key elements in ensuring that
products in the global market meet Shariah requirements. Countries such as Ma-
laysia and Indonesia have become leaders in the halal industry (KiniHalal, 2023),
the two countries are refining their halal ecosystems to strengthen their global halal
industry (Nissa, 2023).

Creating a sustainable Shariah ecosystem necessitates collaboration between
Islamic finance and the halal industry. The principle of sustainability in Islam
highlights environmental protection, social justice, and economic responsibility,
all of which are vital for establishing a balanced and sustainable financial model.

62



18 more pages are available in the full version of this
document, which may be purchased using the "Add to Cart"
button on the publisher's webpage: www.igi-
global.com/chapter/islamic-finance-and-halal-
industry/377431

Related Content

Exploring Bilingual Dynamics: Students' Perspectives in Islamic Studies
Classrooms Across English and Arabic Medium International Schools

Syeda Rabia Tahir (2024). International Journal of Contemporary Islamic Studies (pp.
1-12).

www.irma-international.org/article/exploring-bilingual-dynamics/360654

Exploring Bilingual Dynamics: Students' Perspectives in Islamic Studies
Classrooms Across English and Arabic Medium International Schools

Syeda Rabia Tahir (2024). International Journal of Contemporary Islamic Studies (pp.
1-12).

www.irma-international.org/article/exploring-bilingual-dynamics/360654

Money, Price, Output, Interest Rate, and Factor Employment: Comparative

Theory
(2014). Socio-Cybernetic Study of God and the World-System (pp. 284-306).

www.irma-international.org/chapter/money-price-output-interest-rate-and-factor-

employment/81152

Engaging Children in Spiritual Conversations Through Children's Books
Mubina Hassanali Kirmaniand Barbara Mangin Steele (2023). Supporting Children
and Youth Through Spiritual Education (pp. 119-136).
www.irma-international.org/chapter/engaging-children-in-spiritual-conversations-through-
childrens-books/326687

The Use of Faith in Legislative Decision-Making: Bill Sponsorship

Karla Drenner (2021). Research Anthology on Religious Impacts on Society (pp. 540-
560).
www.irma-international.org/chapter/the-use-of-faith-in-legislative-decision-making/259629



http://www.igi-global.com/chapter/islamic-finance-and-halal-industry/377431
http://www.igi-global.com/chapter/islamic-finance-and-halal-industry/377431
http://www.igi-global.com/chapter/islamic-finance-and-halal-industry/377431
http://www.irma-international.org/article/exploring-bilingual-dynamics/360654
http://www.irma-international.org/article/exploring-bilingual-dynamics/360654
http://www.irma-international.org/chapter/money-price-output-interest-rate-and-factor-employment/81152
http://www.irma-international.org/chapter/money-price-output-interest-rate-and-factor-employment/81152
http://www.irma-international.org/chapter/engaging-children-in-spiritual-conversations-through-childrens-books/326687
http://www.irma-international.org/chapter/engaging-children-in-spiritual-conversations-through-childrens-books/326687
http://www.irma-international.org/chapter/the-use-of-faith-in-legislative-decision-making/259629

