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07.30 - 08.00 30" | Join Zoom Host
08.00 - 08.15 15" | Opening
08.15-08.30 | 15" | Reading the al-Quran

Welcome Speech
08.30 - 08.45 15" | Prof. Dr. Zakiyuddin, M. Ag

Rector’s TAIN Salatiga

, | Prayer

08.45 - 09.00 15 NuZ Huri Mustofa, M.S.I MC

Keynote Speech

Dr. Sapta Nirwandar, SE

09.00 -09.30 | 30" | Chairman of Indonesia Halal Lifestyle Center & Indonesia
Tourism Forum

Commissioner President of Etokohalal

Prof. Dr. Irwandi Jaswir

Awardee King Faisal International Prize in Service to Islam
09.30 -10.00 | 30" | Director, International Institute for Halal Research and
Training (INHART)

International Islamic University Malaysia (IIUM)

Prof. Hassanuddeen Abd Aziz
10.00 -10.30 | 30" | Dean of Economics Faculty IIUM Malasyia
Author of Islam and Economic Globalization

Moderator
Agung Guritno, M. Pd

Dr. Abdul Aziz Nugraha Pratama, S. Ag

Vice Dean of Economics Faculty

10.30 -11.00 | 30" | Faculty of Islamic Economics and Business IAIN Salatiga
Researcher of Human Resource Management and Halal

Industry
11.00 - 11.45 45" | Discussion
11.45-12.00 15" | Closing and Announcements MC
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3 43| 15451555 110 Fathul Aminudin Aziz Indonesian Millenials
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, . ) . . Potential Of Natural Resources In The
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Fasiha Fasiha,
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ﬁggiiﬁ:ﬁﬁigﬂtﬁ:ﬁ M Using the Halalan Thayyiban Concept to Achieve
8 99 | 14:45-14:55 | 10 . . SDG's Responsible Consumption and Production
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Qodariah Barkah
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. . . . Develop Halal Supply Chain in Depok City:
9 101 | 15:00-15:10 Mar.dlan and Ai Nur LPPOM MUI View
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. . . Implementation of Shariah Compliance in The
10 | 123 15:15-1525 10’ Hendra Clptaf Hatamar Halal Tourism Industry in The Provinces of West
and Indrawati
Nusa Tenggara and West Sumatra
Mochammad Arif
, Budiman, Me.m1k Mutiara Public Perception and Government Readiness for
11 125 | 15:30-15:40 | 10" | Sadewa, Lusiana ) ) ) .
. Developing Halal Tourism in South Kalimantan
Handayani and Parman
Komarudin
) , | Kuat Ismanto Development of Halal Tourism Destinations
1217 13:00-13.10 1 10 (Pekalongan City Readiness Study)
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Priority Problems and Solutions for Ziswaf
Utilization for Sanitation and Clean Water in
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Provision of Compensation for Land Waqf which
is used for land acquisition for development in
the public interest
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Findings of grounded research

Lilis Marlina,
Furqani, Okta
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Optimization of Zakat Collection in West Aceh:
Study from BaitulMal in the Early Islamic
Government
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Analysis Preparation For Implementation Of
Accounting And Management Waqf At
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Percentage Of Standard And Dynamic Zakat: A
Case Study Of Professional Zakat In Indonesian
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Muh. Shadri
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Implementation Zakat Collection For E-Money In
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Empowering Digital Zakat Payment Platform As
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Implementation And Evaluation Of Zakat
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The Role of Islamic Ethics in Business Development

Baieq Afiga Herawati', Widiyanto bin Mislan Cokrohadisumarto?
L2Faculty of Economics, Sultan Agung Islamic University, Semarang, Indonesia

Abstract. The purpose of this study is to explore the role of Islamic ethics in the
business development by using a qualitative approach. This study was conducted on
Muslim entrepreneurs in the non-riba community through in-depth interview. The
implementation of Islamic ethics on business have the courage to abandon the practice
of riba, conduct business morally, be able to build social solidarity and the spirit of
sharing, the business is increasingly trusted by consumers and their workforce becomes
more loyal. Islamic ethics has an important role in business development indicating by
increased business income, increasing the number of branches and providing benefits
to many people. Islamic ethics also plays a role in building business orientation, that
business is not only oriented to the interests of the world, but rather to the interests of
the afterlife and to expect the blessing of Allah.

Keywords: Islamic ethics; capital, network; business development.
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1 Introduction

Discussion of ethics related to business has emerged as a topic that is considered very
important lately. It has been predicted that corporate ethics will contribute to corporate
identity as well as to firm performance [1]. The study results seem to have shown that the
application of ethics in addition to providing great benefits to the community, at the same time
the application of ethics can also strengthen business performance [2]. A more comprehensive
study found that the implementation of business ethics by corporate bodies has an impact on
increasing corporate growth, and more so, that business ethics helps guard both corporate
entities and employees in building the trust of its stakeholders and addressing ethical issues
confronting business entities [3]. Further findings show that ethical behaviour can drive
business success and vice versa that lack of ethics has an impact on serious problems in a
business affecting employee performance, employee work relations, company’s image and
credibility [4]. The results of other studies show slightly different results, that corporate ethics
does not directly affect firm performance, however, employees respond positively to corporate
ethics in terms of their organizational attitudes and workplace behaviour, which in turn can
improve firm financial performance [5].

Some of the results of the studies above show that ethics has an important role in
conducting business, both in the interests of business development itself and in the interests of
the wider community, and therefore Islam has a serious concern in this regard. It should be
noted that Islam has a different ethical system by basing it on a different axiom, which is
based on five axioms which include: unity, equilibrium, free will, responsibility and
benevolence [6]. In the context of Islam, the Al-Qur’an becomes a source of ethical guidelines
governing the life of the ethical code of Muslims relating to daily life including in one's
business affairs, and in the conduct of these businesses a businessman is often faced with
moral problems, which is to take his decision must follow the rules and norms that are in
accordance with Islamic law [7].

At present the public awareness of business ethics (both from business people and
intellectuals especially among Muslim communities) seems to be growing as evidenced by the
many discussions and even training or courses on ethics related to business and the will to
presenting a code of business ethics in order to give birth to fair business practices based on
Islamic moral values. Even the leading organizations in the world make a concerted effort to
develop regulations, criteria and other provisions to overcome problems in an effort to address
the many deficiencies in values and morals in order to preserve and preserve business viability
[8]. In Indonesia, with the majority of people being Muslim, the moral values of Islam
embedded in them will encourage business development with the tendency of entrepreneurs to
build businesses in an Islamic way. One example is in 2014 a business community called
Lariba Islamic Indonesia has emerged [9]. The concept of Lariba's business is based on
Islamic morals. Islamic morality functions in the creation of new efforts to enhance strategies
that encourage the trust of others, by upholding morality in honesty, not necessarily
prioritizing personal gains that are detrimental to others [10].

Many cases of violations that deviate from ethics are carried out by business people who
in the end actually make the business bankrupt. The low value and moral in the business world
is one of the serious problems that can endanger every business transaction that is carried out.
Business world competition is very tight, good and bad of a business can spread quickly.
Treating employees, consumers, suppliers, financiers, and the general public with ethics,
fairness and honesty is the only way for a business to survive, and vice versa low moral values
will eliminate the belief system, lead to dishonesty and bad conspiracy. So based on this
phenomenon, this study aims to find a business model based on Islamic ethic



2 Literature Review

2.1 The Role of Islamic Business Ethics

In Arabic, ethics is defined as character [11]. In general ethics is defined as the set of
moral principles that distinguish between right and wrong. This is a normative aspect that
describes what should be done and which should not be done [12]. If ethics is associated with
business, business ethics will emerge. Business ethics has emerged due to business often
ignores the values of morality which for some businesses is seen only to make a profit [13]. It
must be realized that ethics is an important factor in helping develop businesses, both small
and medium-sized [14]. Therefore, in an Islamic context, business activities can run well and
produce good if guided by ethics and one of the ethical references in business is Rasulullah
(pbuh)[15]. Basically Islam is a code of conduct for all human life, which is based on the
commands and instructions of Allah [16], thus business decision makers have free choice, but
Islamic ethical principles provide a framework of implementation that is in accordance with
halal and haram rules [17].

Many Islamic teachings or guidelines contained in the Qur'an are related to ethics or
morals in business, including those concerning; (i) honesty (QS:5;119 and QS:34;33), (ii)
loving God more than loving merchandise sold (QS:9;24), (iii) consultative (QS:26;38), ( iv)
patient (QS:25;63 and QS:3;134), (v) fair and balanced (QS:2;278-279), (vi) humble (QS:26;
215), (vii) mandate (QS:4;58), (viii) not involved in fraud (QS:16;90), (ix) not accepting
bribes (QS:2;188), etc. The basis of Islamic business ethics has become clear, and has been
developed and formulated by Muslim scholars who are derived from the results of
contemporary translations of fundamental concepts of Islamic moral values. Islamic business
ethics has an impact on the sustainability of ethical and moral business practices [18]. This
will certainly help employers and employees become more aware of management in an
Islamic environment by giving them a better understanding of halal and haram rules. Indeed a
business that is run in accordance with Islamic ethics will have a positive impact on the
performance of the business. The Word of Allah SWT in the Qur'an (QS:35; 5) needs to get
attention, that Allah SWT forbids his people to become complacent with the life of the world.
Therefore cheating and not ethical in doing business is a sign that humans have been deceived
by world life.

2.2 The Role of Capital

Capital is wealth that helps produce further wealth [19]. In running a business, one of the
factors needed is capital, and capital is seen as a factor of production that has a strong
influence in improving business performance. Some capital is needed in running a business,
including determination, trust, experience, courage, knowledge, networking, and money
capital, but most people are hampered from starting a business because they find it difficult to
get money capital [20]. This illustration shows that capital is needed to conduct business
activities (financial and non-financial).

2.3 The Role of the Network

Related to business development, it seems very important to develop external relations
(business networks). By building a network, business people can get capital by building a joint
business [21], and business people can reduce transaction costs [22], because the network
directly supplies raw materials for production activities [23], and of course this can reduce
costs in the production process. Another benefit of the network is that the network can
accelerate access to information and resources [24], and the network can facilitate knowledge
and technology enhancements to make businesses able to find out information quickly [25],
and help stimulate product development or innovation processes to meet the needs consumers
[26]. Of course all of that affects the durability and competitiveness of businesses. In the end
that with networking allows business people to achieve better performance [27].



3 Research Methods

This research is a qualitative study of business people in the Lariba community. In this
study 11 Muslim entrepreneurs were taken as samples (informants) taken using the snowball
method. This was done on the grounds that the population of entrepreneurs and the list of
entrepreneurs is unknown. This study was conducted in Semarang City, Central Java. Data
collected by in-depth interviews. Data is analysed through several stages: after the data is
collected, the data is reduced (sorted according to the research question), then the data is
presented, and then conclusions can be drawn in the form of a theoretical model. The results
of the model formulation are then validated by being confirmed with the informants to get the
final model formulation.

4 Results and Discussions

From interviews with 11 Muslim businessmen from Lariba community, the following
results are obtained:

4.1 Description of the Informant

The results of interviews with 11 Muslim entrepreneurs from the Lariba community
illustrate that almost all entrepreneurs are men with details; five restaurant entrepreneurs, one
furniture businessman, one tofu businessman, one veneer businessman, one screen printing
businessman, one optical eyewear businessman, one laundry businessman. Overall, the
entrepreneurs who were sampled indicated that their businesses were experiencing significant
developments, both locally and nationally.

4.2 Understanding of Islamic Business

The informants were given questions relating to Islamic business, their understanding of
Islamic business was as follows:

Table 1. The understanding of Islamic business
Point for questions Informants Answers

Business whose implementation is in

1,2,56,9 X .
accordance with Islamic law
4,7 Halal business and away from haram
Understanding of Business oriented not only to profit
Islamic business 3,8,10 but also to the hereafter
orientation
11 Businesses that benefit others

Source: primary data processed in 2020.

Based on the answers of the informants it can be concluded that Islamic business is a
business whose implementation is in accordance with Islamic law, runs the halal and away
from the haram, business orientation is not only for worldly purposes but also for the purpose
of the hereafter, and in order to provide benefits for many people as well as with the aim of
getting God's blessing.

What was conveyed by the informants above seems to be in accordance with the word of
God (QS: 4; 29) that Allah justifies various types of business that are achieved not by means
of being false, because Allah has already cleared the earth which can be used to seek good
fortune by using lawful means ( QS: 14; 32-33). Whoever wants profit in the afterlife then
Allah will give additional benefits to the people of the world, and whoever wants profit in the
world then God will give to his people a portion of the benefits of the world, and there is no
for him any part of the afterlife as contained in the word of God ( QS: 42; 20). Humans are the
most beneficial for others (HR. Thabrani in Mu'jam Al-Kabir li Ath-Thabrani juz 11 p.84).
The above findings show that entrepreneurs are trying to run their businesses in accordance
with Islamic law.



4.3 Application of Islamic ethics and its effects

The informants’ answers to the question of the impact of applying Islamic ethics in
business are as follows:

Table 2. The application of Islamic ethics in their business

Point for question Informants Answers

3,6,7,8,10,11 siness does not forget prayer on time

1,2,3,5,6,7 ra good leader

Allinformants  nducting business according to Islamic law

ury out the halal and stay away from the
unlawful

2,3,5,6,7,9,10 ry out the truth in business

All informants
Application of

Islamic Ethics
All informants ply responsibility in business
1,3,57 sliberation in decision making
Allinformants  :ep your word
4,6,9 » patient

All informants  eating a business with fair competition
All informants  1siness is free from riba practices

Impact of Islamic 7,8,10 nduct ethi_cal an_d m_oral business.p_ractices _
Ethics 2,3,4,5,6 crease social splldarlty and the spirit of sharing
1,2,3,4,5,6,7,8 orkforce remains loyal
2,6 Isiness is increasingly trusted by consumers

Source: primary data processed in 2020.

Ethics is important to apply in business. Ethics makes the business run according to
Islamic law, run a halal business and stay away from the unlawful. With the ethics in business
makes the businessman responsible in every business decision by keeping words in
accordance with the truth that exists. Always uphold fair business competition without
toppling competitors. Ethics encourages business people to be a good leader, doing business
by not forgetting prayers on time as an obligation of every people.

The application of Islamic ethics carried out by the resource persons above has an impact
on business practices that are free from riba, this business practice is in accordance with the
word of God (QS: 3; 130) that God forbids acts of riba multiplied, God commands humans to
fear Him in order to get luck. With Islamic ethics business people can conduct business
ethically and morally, this is in accordance with the view that states that Islamic ethics makes
all employees understand ethical behaviour in business [28], and ethics encourages someone
to develop a model of ethical business practices [29]. Applying Islamic ethics can increase
social solidarity and the spirit of sharing; Islam strongly recommends getting used to doing
virtue based on ability and according to Islamic law without distinguishing race, ethnicity or
religion. In line with opinions that state ethics will encourage someone to involve themselves
in social activities [30]. Islamic ethics in business can make the workforce owned remain
loyal; labour is very important role in business progress, because labour and good service will
affect the number of customers who will influence the on-going business which makes
consumers more trusting. The entrepreneurs in this study have tried to apply Islamic ethics in
business, and in fact it has had a positive impact on their business performance.

4.4 Understanding of the Concept of a Successful Business
Informants' understanding of the concept of a successful business is as follows:

Table 3. Understanding the Concept of a Successful Business
Point of question Informants Answers
Profit of the world and the
hereafter

All informants Income increases
All informants The number of branches increases

Understanding mutual  All informants Useful for many people

success All informants Hoping for Allah's pleasure

Source: primary data processed in 2020.

All informants
Business performance




Applying Islamic ethics in business has a positive impact on business that can be seen
from its performance. Businesses that implement Islamic ethics are not only looking for world
profits but also for the hereafter. With Islamic ethics it causes an increase in business income
and an increasing number of business branches. The concept of a successful business is not
only for personal gain, but a business that can be useful for other people and the blessing of
Allah. The above findings seem to be in harmony with the word of God (QS:42; 20), namely
whoever wants profit in the hereafter, Allah will provide additional world benefits to his
people, and whoever wants profit in the world then Allah will give his people a portion of the
benefits of the world , and there is no one for him in the afterlife.

4.5 Role of Capital

The businessmen in the Lariba community in developing their business are not based on
capital sourced from ribawi capital, they get capital as in Table 4 below:

Table 4. The Sources and Impact of Riba-Free Capital

Point of question Informants Answers
1,6,10 Savings
Sources of capital 2 Selling assets
3,4,5,9 Capital from parents
7,8,11 Investors
Impact of Riba-Free 1,3,5,6,9 Conduct business more calmly
Capital 2,4,7,11 Focus on developing business
8,10 Avoid conflict

Source: primary data processed in 2020.

Based on the answers from the informants above, it is known that the business capital
prepared to develop the business is derived from; personal savings proceeds from selling
assets, from parents and from investors. Based on the answers, the source of debt capital is not
found, especially debt that contains elements of usury. From the capital without debt, they feel
they have benefited from doing business. They can run the business more calmly (not being
chased by debt), become more focused in developing the business, and they avoid various
conflicts. The point is that, no doubt with capital without ribawi debt (which is strictly
forbidden in Islam), business people are still able to develop their businesses from local to
national scale.

4.6 The Role of the Network

The network seems to have an important role in business development. The following
are the answers of the entrepreneurs related to the network developed. As seen in Table 5, all
entrepreneurs stated that to develop their business, they built a network of organizations, some
also used a business network and also an economic network. With this network, they feel they
have a great advantage in developing their business. With a network that is owned, all
entrepreneurs get the benefits in the form of increased business relationships and connections,
some of them can increase business knowledge and information, and some others use it to
strengthen capital, and to reduce production costs.

Table 5. Form and Impact of Networks

Point of question Informants Answers
All informants Organizational Network
Form of networks 8,10, 11 Business network
6,7 Economic network
Al informants Incre.ase . knowledge and
Impact of networks information
3,5 Strengthen capital
6,7 Reducing production costs

Source: primary data processed in 2020.

Based on the answers from the informants above, it is clear that the network has a
positive impact on business development.



4.7

Role Models of Islamic Ethics, Capital and Networks on Business Development

Schematically, a business model based on Islamic ethics is as follows:

IE'_’

Form a business environment

A 4

Capital
a.Riba-free savings
b.Selling assets
c. Capital from

parents
d.Investor

a.Conduct business
more calmly

b.Focus on
developing
business

c.Avoid conflict

oo oo

Islamic Ethics
Conducting business according to
Islamic law
Carry out the halal and stay away from
the unlawful
Apply responsibility in business
Keep your word
Business does not forget prayer on time
Be a good company leader
Carry out the truth in business
Deliberation in decision making
Creating a business with fair
competition

L

Network
a. Organizational
network
b.Business network
c. Economic
network

Be patient

4

Free from usury practices
Conduct ethical and moral
business practices

Increase social solidarity and
the spirit of sharing
Workforce remains loyal
Trusted by consumers

Business Performance
* Revenue
* Number of branches

X

Successful Business Together
e Useful for others
e Get God's blessing
¢ Grace from God

a.Add business
relationships and
connections
b.Increase business
knowledge and
information
c.Strengthen capital
d.Reducing costs

Figure 1. Role Model of Islamic Ethics in Business Development




Overall, the responses from Lariba community entrepreneurs related to the role of
Islamic ethics in business development and the role of usury-free capital and networks can be
formulated in Islamic business development models. It should be noted that in the Lariba
community there were found pioneers who initiated the formation of the community, then in
the next stage these pioneers functioned more as leaders and motivators who provided
enlightenment (related to Islamic business: avoiding usury, business ethics, and networking
patterns) to community members and community members who want to join the community.
In this case the Leader has a very important role in shaping the Islamic business environment
to help develop business in the Lariba community.

5 Conclusions

Islamic Business is a business whose implementation is in accordance with Islamic
Sharia which produces halal goods and services with a business orientation not only to gain
world profit, but also to provide benefits for others whose main purpose is to get the blessing
of the hereafter and the blessing of Allah. The role of Islamic business ethics when it is
implemented is that the behaviour of a businessman in carrying out his business will be in
accordance with Islamic law. Islamic ethics makes business people keep their obligations to
God in mind, keeping business people from applying the truth and holding them accountable
for everything they do. The ethical impact of doing business is, an increase in company
performance as seen from the increase in sales volume along with the increase in business
revenue. Business success is not only seen from the increased profit and income and
increasing the number of branches, but the real success is when the business can bring benefits
to the people and the blessing and grace from Allah.

Another factor that played a role in developing business based on Islamic ethics was the
usury-free capital and network factors. Capital free from riba has a positive impact on the
calm of doing business, doing business with more focus and avoiding various conflicts. While
network factors provide benefits, namely increasing business relationships and connections,
increasing business knowledge and information, strengthening capital and reducing costs. All
of these support the success of business development.

6 Research limitations and future research agendas

This research was only carried out by only one community, in future studies research can
be done to other communities with a greater number not only around Semarang with a longer
period of time and a greater number of informants.
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