
     

 

E-ISSN: 2735-1149, Vol. 3, No. 2, 2022, pp. 69-72 

| https://almaqasid.my  | E-ISSN: 2735-1149 © 2023 | Published by Intelligentia Resources 

 

69 

Submission date: 26/08/2022 Acceptance date: 19/10/2022 Publication date:  31/12/2022 

 

SHORT COMMUNICATION 

 

THE ROLE OF ISLAMIC FINANCE IN THE HALAL INDUSTRY: OPPORTUNITIES 

AND CHALLENGES 

 
1,* Kinan Salim 

 
1 Head of Islamic Digital Economy, INCEIF, Malaysia 

 

 *Corresponding author. E-mail: ihalalconf@gmail.com   

 

ABSTRACT 

This summarizes presentations at International Halal Conferences, which explores the synergistic 

relationship between Islamic finance and the halal industry, two rapidly growing sectors in the 

global economy. It examines the current status and growth trajectories of both industries, 

highlighting their interconnectedness and potential for mutual reinforcement. The study 

investigates how Islamic finance can support halal production and investment, with a particular 

focus on emerging trends in Islamic fintech. The paper introduces innovative concepts such as the 

revitalization of waqf lands for halal agriculture and the integration of social impact investment. 

Additionally, it addresses the challenges faced in harmonizing Islamic finance with the halal 

industry, including regulatory complexities and the need for standardization. The research 

concludes by proposing strategies for overcoming these obstacles and fostering a more integrated 

Islamic economic ecosystem. This study contributes to the growing body of literature on Islamic 

economics by providing insights into the potential for Islamic finance to drive growth and 

innovation in the halal industry. 
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Introduction 

The halal industry and Islamic finance have experienced significant growth in recent years, 

driven by increasing Muslim population, growing adherence to ethical values, and engagement 

from global multinationals and investors. This paper aims to explore the potential for Islamic 

finance to support and enhance the halal industry, particularly focusing on production, 

investment, and the role of emerging financial technologies. 

 

Status of the Halal Industry 

The halal industry has shown remarkable growth, with Muslim consumer spending exceeding 

$2.2 trillion in 2018 across six major economic sectors (State of the Global Islamic Economy 

Report, 2019/2020). These sectors include halal food, modest fashion, media and recreation, 

Muslim-friendly travel, halal pharmaceuticals, and halal cosmetics. The industry is projected to 

reach $3.2 trillion by 2024, with an annual growth rate of 6.2%. 

Several key factors drive the growth of the halal industry. The increasing Muslim 

population and their growing influence in global markets play a significant role. Additionally, 

there is a rising adherence to ethical values among consumers, both Muslim and non-Muslim, 

who are increasingly seeking products that align with their moral and religious beliefs. The 

continued engagement by global multinationals and investors has also contributed to the 

industry's expansion, as they recognize the potential of this growing market. Furthermore, the 

development of national strategies focused on halal products and opportunities has provided 

institutional support for the industry's growth. Lastly, there is a growing demand from non-

Muslim consumers who perceive halal products as ethical and sustainable options, further 

expanding the market beyond its traditional base. 

 

Status of Islamic Finance 

Islamic finance has also experienced substantial growth, with total assets exceeding $2.5 trillion 

globally. The industry is expected to reach $3.4 trillion by 2024, growing at an annual rate of 

3.5% to 6%. Islamic finance assets are distributed across various instruments, with Islamic banks 

holding the largest share of these assets. Sukuk, or Islamic bonds, represent another significant 

segment, with over $400 billion outstanding. Islamic funds also play a crucial role, managing 

more than $105 billion in assets. These diverse financial instruments provide a range of financing 

opportunities that can be leveraged by the halal industry for both short-term and long-term 

funding needs. 

 

Role of Islamic Finance in Halal Production 

The integration of Islamic finance into halal production is crucial for ensuring end-to-end Sharia 

compliance. This integration addresses two key aspects. Firstly, it ensures that the entire 

production process, including its financing, adheres to Sharia principles. This means that not 

only the final product but also the means of producing it are compliant with Islamic law. 

Secondly, it incorporates Islamic finance principles into the halal certification process, 
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guaranteeing complete Sharia compliance throughout the value chain. There is a growing 

awareness among halal producers of the need to utilize Sharia-compliant financial services to 

maintain the integrity of their products and meet consumer expectations for comprehensive 

halal solutions. 

 

Role of Islamic Finance in Halal Investment 

Islamic finance plays a vital role in supporting the growth and expansion of the halal industry 

through various investment mechanisms. Long-term financing is often facilitated through sukuk 

issuances, which provide a Sharia-compliant alternative to conventional bonds. For short-term 

and medium-term financing needs, Islamic banking products offer solutions that align with 

religious principles. Additionally, equity investments through Islamic funds and other Sharia-

compliant investment vehicles provide capital for growth and expansion. These diverse 

financing options cater to different needs along the halal supply chain, from large corporations 

to small and medium-sized enterprises (SMEs), ensuring that businesses of all sizes can access 

appropriate funding. 

 

Islamic Fintech: A New Frontier 

The emergence of Islamic fintech presents new opportunities for financing the halal industry, 

particularly for SMEs that often face challenges in accessing traditional banking services. Peer-

to-peer (P2P) lending platforms have emerged as a viable alternative, connecting investors 

directly with businesses seeking funding. Islamic crowdfunding platforms offer another avenue 

for raising capital, especially for startups and small projects. Digital investment platforms have 

also gained traction, making it easier for retail investors to participate in Sharia-compliant 

investments. These innovative solutions offer alternative financing options that are more 

accessible to smaller businesses and startups within the halal ecosystem, potentially driving 

growth and innovation in the sector. 

 

Innovative Concepts: Waqf Land and Social Impact Investment 

An emerging concept in Islamic finance is the revitalization of waqf (endowment) lands for 

agricultural use, combined with social impact investment. This approach offers several benefits 

to the halal industry and broader society. It allows for the utilization of idle or underutilized 

waqf lands for halal food production, increasing the supply of Sharia-compliant agricultural 

products. The inherent nature of waqf creates social impact, as the proceeds from these lands 

are typically used for charitable purposes. This model attracts socially conscious investors who 

seek both financial returns and positive social outcomes. Furthermore, it contributes to the 

development of a sustainable model for halal food production and social welfare, aligning 

economic activities with Islamic principles of social responsibility. 
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Challenges and Future Directions 

Despite the opportunities, several challenges need to be addressed in the integration of Islamic 

finance and the halal industry. There is limited awareness about Islamic fintech and alternative 

financing options among potential users and investors, which hinders adoption. The 

involvement of multiple regulatory bodies, such as waqf authorities, halal certification bodies, 

and financial regulators, creates a complex regulatory environment that requires careful 

navigation. Developing unified standards that integrate Islamic finance principles with halal 

industry requirements remains a challenge, as does addressing differences in regulatory 

frameworks and standards across countries to facilitate international trade and investment in 

the halal industry. 

Future research and policy initiatives should focus on developing comprehensive 

regulatory frameworks that encompass Islamic finance, halal industry standards, and fintech 

innovations. Promoting awareness and education about Islamic finance and its role in the halal 

industry is crucial for wider adoption and understanding. Encouraging collaboration between 

Islamic financial institutions, halal industry players, and technology providers will be key to 

creating innovative solutions that address the unique needs of this sector. 

 

Conclusion 

The integration of Islamic finance with the halal industry presents significant opportunities for 

growth, innovation, and social impact. By leveraging emerging technologies and innovative 

concepts such as waqf-based investments, the sector can address financing challenges, 

particularly for SMEs, while ensuring end-to-end Sharia compliance. However, realizing this 

potential requires concerted efforts from regulators, industry players, and researchers to 

overcome existing challenges and create a supportive ecosystem for the convergence of Islamic 

finance and the halal industry. 
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