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Abstract ARTICLE INFORMATION
The halal industry has experienced tremendous growth over the past decade. The Indonesian ~ Received: 02 Jul 2024
government has released the Indonesia Halal Industry Master Plan 2019-2024, demonstrating ii‘c'f];‘ia_ gi 2;1522(;)22;

a commitment to being the world's centre for the halal industry. The collaboration between — p plished: 15 Oct 2024

multiple parties, notably MSMEs engaged in the halal industry, might help achieve this goal.

Thus, it will be important to evaluate the MSME's performance in the halal industry to make

sure they meet their goals. Both business and religious aspect should be highlighted in an

appropriate performance measurement. This study explores the current issues and challenges

in developing Magqasid Sharia performance measurement in the halal industry MSMEs. This

qualitative research aims to identify gaps and develop conceptual models of performance

measurement based on the Maqasid Sharia concept using meta-synthesis method. The Magashid

Sharia performance concept seeks to establish suitable measurements for the halal industry to

guarantee that it achieves its goals. Prior research has mostly employed both financial and non-

financial dimensions to measure the success of MSMEs. These dimensions can function as

general indicators from an Islamic perspective, but they must fully include the scope of halal

business performance. Maqasid Sharia, or the objectives of Islamic law, must penetrate all

facets of operations, they must fully include the standards of halal business. The need for

appropriate measurement is a major barrier. Consequently, a collective effort is necessary to

develop appropriate measurements. Regulators must set standard to assess Maqasid Sharia

performance. Government regulations play a critical role in the creation and use of these

measurement. This paper highlights the issue of the development of Magqasid Sharia based on

Muhammad Abu Zahrah's concept, which consists of three dimensions: tahdig al fard (educating

individuals), igamah al-'adl (establishing fairness), and jalb al maslahah (promotion of public

welfare).

Keywords: Maqasid Sharia Performance, Micro, Small and Medium-Sized Enterprises
(MSMEs), Halal Industry

INTRODUCTION

Indonesia, through the National Islamic Finance Committee (2023), has released the Indonesian Halal Industry
Master Plan 2023-2029 in an effort to become the centre of the global halal industry. Collaboration from various those
involved, including Micro, Small, and Medium-Sized Enterprises (MSME) operating in the halal industry, including
halal tourism, might help achieve this goal. Halal tourism includes holiday destinations, hotels and accommodations,
restaurants and coffee shops, travel agencies, and tour businesses. The primary support system supporting Indonesia's
halal business is the halal value chain, which is made up of MSME:s in the halal tourism sector. As a result, the growth
of the tourist industry has a multiplier effect on the economy. There is no doubt that the halal tourism business is linked
to the halal industries in the natural and financial sectors. This simultaneous relationship can benefit Indonesia's Islamic
economy's development. As a result, MSMEs contribute significantly to economic growth through their operations.
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Prior research has mostly focused on MSMEs' financial performance, including their potential to earn profits
(Aljuboori et al., 2022; Khalique et al., 2018a; Khalique & Pablos, 2015; Muda et al., 2020). MSMEs must consider a
variety of factors, including the social aspect, even though their contribution is needed beyond only financial
performance, as indicated in the Indonesian halal industrial master plan, in order to improve sustainability and contribute
to regional development (National Islamic Finance Committee, 2023). The encouragement of MSMEs to take part in
halal certification programs indicates that MSMEs in Indonesia are obligated to apply sharia principles, which gives
them unique characteristics.

The Free Halal Certification Program (Sehati Program) offered by the Indonesian Ministry of Religious Affairs is
intended for Micro and Small Enterprises. The purpose of this program is to make MSEs more aware of the value of
halal labels and certificates in promoting the expansion of businesses (Indonesian Ministry of Religious Affairs, 2021).
This uniqueness means that MSME contributions are necessary to meet Sharia-compliant performance requirements in
addition to traditional performance requirements like financial performance.

The Indonesian Sharia economic master plan 2019-2024 states that Islamic economists should base their decisions
on the guidelines provided by the Quran and Sunnah. This understanding aligns with Khotimah (2022) which was that
the Islamic economic system places a strong emphasis on social and economic justice while striking a balance between
material and spiritual needs. The Maqasid Al-Shari'ah concept, which integrates social and financial performance to
optimise public welfare by maximising benefits and reducing harm, may be used to achieve this (Zuhaili, 1997).

Islamic beliefs place a strong emphasis on human well-being, brotherhood, social fairness, and a pleasant being. It
also highlights the necessity of striking a balance between the material and spiritual needs of people (Rice & Al-
Mossawi, 2002). Islamic economics in Indonesia may grow further by expanding the halal tourist industry, which can
support socioeconomic fairness. Maqasid sharia is seen as a crucial component in guiding corporate actors and
motivating them to further the public's welfare.

Zahrah (1997) explains that Maqasid Sharia is categorised into three dimensions: tahdib al fard (educating
individuals), iqomah al-adl (establishing fairness) and jalb al maslahah (promoting public welfare) and places the
education dimension as the first pillar. With education, trustworthy people who respect Sharia ideals will be developed.
Thus, it is possible to actualise further dimensions of Maqasid Sharia (Hasan et al., 2018). The Indonesian Halal Industry
Master Plan (MPIHI) 2023—-2029 addresses building superior and competitive human resources, especially by boosting
halal industry participants, including MSMEs, putting the education component at the core of Maqasid Sharia. As a
result, Maqasid Al-Sharia-based Islamic performance principles are used in this study to evaluate Halal Industry MSME
performance.

The main contributions of this research are as follows: first, this study develops MSMEs performance measurement
of Magqasid Sharia from the book Ushul Figh, specifically from Zahrah (1997) chapter on Maqasid Al Ahkam, as well
as from other literature discussing Magqasid's performance in prior studies and literature. The meta-synthesis approach
is used, particularly in the Halal Industry, to acquire a new idea or concept or to enhance an understanding of Maqasid
Sharia performance measurement to be more comprehensive. Yet, most Magasid Sharia studies that employ Abu
Zahrah's concept are mostly limited to the context of Islamic banks, mainly using the bank's financial data. Second,
stakeholders in the SME area can use this study to help formulate policy. Third, by using Islamic education as a
performance indicator, this study offers practical recommendations that SMEs may apply.

The paper is organised as follows: the first is an introduction, and the second reviews the existing literature on
Magasid Sharia as performance measurement. The third section discusses the research methodology used in developing
dimensions for Magasid Sharia performance measurement. The fourth section discusses the proposed model of Maqasid
Sharia performance. The last section concludes with some recommendations for future research.

LITERATURE REVIEW
Halal Industry Micro, Small, and Medium-Sized Enterprises (MSMEs)
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Micro, Small, and Medium-Sized Enterprises are a grouping of companies according to their size and scope of
operations. The Micro, Small, and Medium Enterprises Law Number 20 of 2008 governs MSME regulations in
Indonesia. As shown in Table 1, the classification of MSME:s is also based on the number of workers, the yearly
revenue of MSMEs, and the quantity of assets they own.

Table 1: MSME Category in Indonesia

Category Asset Revenue Employee
. . Maximum of Maximum of
Micro Enterprise 50 million IDR 300 million IDR 1-4
50 million IDR > 300 million IDR
Small Enterprise to to 5-19
500 million IDR 2.5 billion IDR
> 500 million IDR > 2.5 billion IDR
Medium Enterprise to to 20-99
10 billion IDR 50 billion IDR

Source: Indonesian Law No. 200 Regarding MSME (2008)

The halal industry refers to the activities involved in producing halal goods and services by utilising facilities for
raw materials, equipment, and processing methods that are approved by Islamic law (National Islamic Finance
Committee, 2023). Halal tourism is a part of the tourism industry that offers products or services in accordance with
Islamic principles. The Indonesian Ministry of Tourism recently made an effort to raise public awareness about the
halal industry in Indonesia through the Free Halal Certification Program (Sehati Program). The purpose of this
program is to raise MSEs' understanding of the value of halal labels and certificates in promoting the expansion of
businesses (Indonesian Ministry of Religious Affairs, 2021). This study will focus on MSME in the halal business.

Micro, Small, and Medium-sized Enterprises (MSMEs) Performance

Micro, Small, and Medium-Sized Enterprises (MSMESs) play a crucial role in the development of economic
regions; therefore their performance achievement is an important consideration (Yacob et al., 2021; Nursini, 2020).
The performance of MSMEs may help an economy grow by generating income, reducing poverty, fostering local
economic growth, fostering social development and community engagement, generating government revenue, and
fostering rural development (Endris & Kassegn, 2022; Nursini, 2020).

Regarding MSMEs, there is still disagreement on how to quantify performance. From a financial perspective,
MSMEs need to manage their cash flow, keep costs under control, and obtain the right kind of funding to remain
stable. Furthermore, a critical performance measure for MSMEs is their capacity to get funding for their operations
and growth (Sampe, 2022). This financial factor is critical to the sustainability of MSME (Herera et al., 2023;
Olarewaju & Msomi, 2021).

Market share and growth are significant performance factors from the perspective of the customer (Neri et al.,
2021). MSMEs are deemed successful when they increase their market share and see development in their
corresponding sectors. the level of satisfaction also reveals the customer's opinion (Gajewska et al., 2020).

High productivity helps MSME:s to create goods and services more effectively from a product perspective, which
reduces costs and boosts profit margins. Because MSMEs usually have limited resources, efficiency is very important
(Aragon-Sanchez & Sanchez-Marin, 2005; Gin Chong, 2008; Rokhman et al., 2023). Furthermore, increased
productivity in MSMEs is necessary for more effective resource allocation and operational efficiency—both of which
are necessary to be competitive in ever-changing markets.

Magqasid Sharia Performance
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Magqasid Sharia, the concept of performance evaluation offered by Islamic economics, seeks to bring benefit
(goodness) for humanity in this world as well as the hereafter. The Arabic phrase maqashid means principles, aims,
objectives, intents, or goals (Kasri & Ahmed, 2015). Aziz & Mohamad (2013) describe "Al Sharia" as the purposes
and aims of Islamic law, or just the purposes of Islamic law. Maqasid Sharia indicators are created to advance the
interests of the public and the individual (Abubakar, 2016).

Magqasid Sharia refers to the foundation for creating the rules in the Islamic economic system, which includes
standards, norms, and values (Abdullah & Sofian, 2012). It need to be upheld in halal business and
commercial operations on a daily basis. Maqasid Sharia indicators might be used to limit the negative economic and
psychological effects that occurred in halal businesses and commercial operations, particularly as a result of
speculative behaviour (Rafikov & Saiti, 2017). By meeting the needs and wants of the community, a business seeks
to secure its sustainability. From an Islamic perspective, the goal of Islam is that its fulfilment should align with
Magqasid Sharia.

Incorporating Magqasid Sharia into business organizations is necessary for halal business to function as a
component of the halal economy. It is important to emphasize that halal business disseminate a new paradigm to the
stakeholders, one in which maximising profit is not the only goal of business. Initiatives that guarantee spiritual
accomplishments must also come after it. According to The Indonesia Masterplan of Sharia Economy 2019-2024
(2019), businesses that adhere to Sharia law are supposed to uphold Islamic principles in all aspects of their corporate
operations. Unfortunately, there is currently no system in place to measure the success of companies operating
following Sharia.

The concept of Maqasid Sharia combines social and financial performance to maximise gains and prevent harm
to attain public welfare (Giiney, 2024; Zuhaili, 1997). Click or tap here to enter text.According to Sarif et al. (2017),
the business will have a long-term competitive advantage in terms of profit and social welfare because of the Maqgasid
Sharia concept. This conceptis the foundation for the entrepreneur's vision, purpose, goals, and strategy.
Additionally, according to a study by Asutay & Marzban (2015), the Maqasid Sharia index can help entrepreneurs
manage operational and business challenges and enhance their businesses' performance.

The concept of Maqasid Sharia has evolved in previous studies. Maqasid Sharia is divided into three aspects,
which position maslahah as the ultimate objective of the concept (Zahrah, 2019). According to previous studies
(Mergaliyev et al., 2021; Mohammad & Shahwan, 2013)Abu Zahrah’s model is more easily operationalised when
used to measure performance and is easier to operationalise when used to assess business performance. Jazil and
Syahruddin (2013) also argue that Abu Zahrah's classification of Maqasid sharia is more accurate and comparable to
assessing business performance. The concept consists of three dimensions: tahdib al fard (educating individuals),
iqomabh al-'adl (establishing fairness), and jalb al maslahah (promotion of public welfare).

Zahrah (1997) establishes the education dimension as the first basis. Trustworthy individuals who adhere to Sharia
ideals will be developed via education. Consequently, new elements of Magasid Sharia can be fulfilled (Hasan et al.,
2018). The Indonesian Halal Industry Master Plan (MPIHI) 2023-2029, which places a high priority on developing
exceptional and competitive human resources, particularly by strengthening halal industry participants, including
MSME, is compatible with the idea that education should be the cornerstone of Maqasid Sharia.

Previous studies frequently use the theoretical framework of Maqasid Sharia based on Abu Zahrah's model. These
research, however, are mostly limited to the context of Islamic banking in several countries (Mergaliyev et al., 2021;
Aisyah et al., 2021; Lesmana & Haron, 2019; Mukhibad et al., 2020; Setiyobono & Ahmar, 2019). Nevertheless, a
limited study has been done on Maqasid Sharia performance in the MSME context based on Imam Abu Zahrah,
particularly in the halal business industry.

RESEARCH METHODS

A meta-synthesis approach for qualitative research will be used in this study to reduce the Magasid Sharia
Performance measurement dimension. It refers to a qualitative research technique used to systematically review,

integrate, and interpret findings from multiple qualitative studies on a particular topic. Meta-synthesis also involves a
22
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more interpretative process that aims to construct new understanding or theories by synthesizing qualitative data (Xie et
al., 2020).

Moreover, meta-synthesis takes advantage of qualitative research and explores deeper insights to help achieve a
broader understanding of a phenomenon across contexts, identify research gaps, generate new concepts and models, and
inform policy and practice (Thorne, 2022; Xie et al., 2020; Chrastina, 2018; Edwards & Kaimal, 2016;). This method is
suitable for the outcome of this study, which is identifying gaps and developing conceptual models of performance
measurement based on the Maqasid Sharia concept.

DISCUSSION

In the last ten years, the halal business has experienced tremendous growth. The halal market has grown considerably
in Indonesia, and a considerable number of MSMEs are requesting halal certification. The growth of Indonesia's halal
sector, which has been crucial to the country's overall industrial development, is seen in Figure 1. Indonesia, the largest
Muslim country, is crucial to the growth of the halal sector. There has been a notable surge in the number of MSMEs
seeking halal certification.

The Gaps in Maqasid Sharia Performance Measurement And Performance Measurement

As stated in the previous studies, financial, marketing and product performance are the components of MSME’s
achievement. Financial performance can be seen from the ability to generate profit and capital. Product performance
can be seen from the products produced and products requested by the customer. Marketing performance can be
assessed from sales growth and the number of customers. These measurements are considered suitable indicators

The principles of halal business must be thoroughly covered, with an emphasis on integrating Maqasid Sharia as
an Islamic goal into all operations. Muhammad Abu Zahrah states that the literature suggests integrating at least three
Magqasid Sharia aspects to gauge MSME success in halal business. The concept consists of three dimensions: tahdib
al fard (educating individuals), iqomah al-'adl (establishing fairness), and jalb al maslahah (promotion of public
welfare). Based on the explanation above, the research question proposed in this study is how to develop Halal
Industry MSMEs Performance measurement using Maqasid Sharia concept.
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Figure 1: Number of Yearly New Halal Certified Businesses in Indonesia
Source: Satu Data Kementerian Agama RI (2024)

The Development of Maqashid Sharia Performance Measurement

It is crucial for the halal business to create Maqasid Sharia performance measurement. This study will integrate
the conventional performance measurement dimension with the Magasid Sharia concept created by Zahrah (1997) in
an effort to fill the performance measurement gap in the halal business. The concept consists of three dimensions:
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tahdib al fard (educating individuals), iqomah al-'adl (establishing fairness), and jalb al maslahah (promotion of
public welfare).

Educating individuals (Tahdhib Al-Fard)

The goal of education is to develop outstanding personality in individuals, free from flaws such as jealously
and arrogance. According to Nurhadi (2019), the development of flawless personalities or ethical behaviour is
the main objective of education in Islam. Ali & Hassan (2020) states that the main objective of education is to
help people realize that their life's work is to serve Allah Almighty, as stated in Qur'an surah 51, verse 56.

According to Zahrah (2019), argues that Allah encourages the meaning of acts of worship like as prayer,
fasting, zakat, and the hajj in order to teach people to be devoid of bad, wicked, and unpleasant qualities. He states
that education makes people more empathetic toward one another and prevents them from acting cruelly or
unfairly. The performance measurement must be incorporated into the process of human development.

For several reasons, the goal of this Maqasid Sharia performance measuring dimension is to capture the
business's initiatives to protect intellectual for several reasons. First, education for employees in MSMEs
guarantees that workers and business owners have the abilities and know-how required to create halal goods and
services in accordance with Islamic law. This involves being aware of hygienic standards, halal requirements, and
moral corporate conduct. Second, education also helps staff members and managers develop strong ethical
foundations. This increases the enterprise's reputation and dependability by ensuring that Islamic ethical norms
are followed in all business activities. Third, MSMEs may remain competitive in the halal business by adapting
to shifting market needs and being encouraged to innovate and develop. This is made possible by continual
education.

Educating individuals in business enhances MSMEs overall performance. Businesses may develop an educated
and competent staff that can boost financial performance by investing in business education. People with
education are able to identify inefficiencies in business processes and utilize best practices to optimize operations.
This may result in lower expenses, less waste, and higher output. Additionally, business education gives people
the knowledge and abilities to make wise decisions, which promotes inventive and efficient market operations.
This knowledge drives overall market performance by fostering a competitive environment. Finally, this
dimension reflects an effort on the part of the business to create a long-lasting competitive edge in a changing
business environment.

Establishing Fairness (Igamat Al-'Adl)

Laws, regulations, and witness testimony are all part of fairness. In social relations, fairness should also be
practiced (muamalah) by recognizing the ownership of property or money. According to Zainuldin et a (2018),
Islam encourages us to establish and preserve justice in all spheres of life, including business dealings. Allah uses
the term "bil-al-qist" (igamat al-'adl) in Surah al A'raf verse 29 that refers to instructions to justice, primarily
referring to their particular application in the socioeconomic sphere. Al-'Adl, or doing what one should while
requesting what becomes, is the term used in Islamic law to describe fairness.

In order to clarify the concept of fairness, Zahrah (1997) uses the example of how the rights of enslaved
individuals are equal to half of the rights of free individuals when they are subjected to punishment (for breaking
Islamic law). Fairness would encourage respect and affection among people as everyone's interests are thought to
represent the interests of society. Another way that MSME practitioners support social justice is through their
payments and distributions of zakat, infaq, sadaqah, and waqf (ZISWAF).
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Magasid Sharia .
(Zahrah,1997) Business Performance
Research on Magasid Research on Business
al-Sharia in Islamic Performance in Small
Banking Business Context
Performance Business Performance
Measurement based Measurement based
on Maqasid al-Sharia on Financial, Product
(PMMS) (Mohammed and Marketing
&Taib, 2015) perspective
New Concept:

MAQASID SHARIA
PERFORMANCE MEASUREMENT
¢ Educating individuals
o Establishing Fairness
¢ Promoting Public Welfare

Figure 2: Conceptual Framework
Source: Researcher

Establishing fairness is important to implement in halal industry MSMEs because of several reasons. First,
fairness guarantees equitable treatment for all parties involved, such as staff members, clients, vendors, and the
local community. This promotes consumer and partner loyalty and helps establish a good reputation. Second, fair
methods also encourage openness in business dealings, which is essential to winning over customers who have
high standards for the originality and quality of halal goods. Third, creating fairness offers a structure for settling
disagreements and conflicts in a fair manner, which is crucial for preserving peace and stability inside the business
as well as its connections with outside parties.

Promoting Public Welfare (Jalb al-Maslahah)

Maslahah (Jalb al-Maslahah) refers to fostering public welfare. As stated in the Qur'an, surah Al-Anbiya verse
107, "Islam is for the mercy of all creation,”" maslahah becomes the goal of all Islamic regulation. Regardless of
location or particular people, maslahah is widely accepted and relevant to all societal levels. The goal of adopting
Maslahah is to ensure long-term business viability. It is possible to attain fairness by improving communication
between MSME practitioners and their stakeholders (Ishak, 2019).

Adopting the concept of maslahah is primarily hampered by the temptation of desire, which might lead to
satisfying individual needs rather than the interests of the greater community. One example of a desire that is
against maslahah is when a customer's poor character prevents them from paying for the goods or services that
MSMEs provide, therefore impairing MSMESs' liquidity. After that, Zahrah (1997) goes into detail on maslahah,
which is connected to Al-Ghazali's theory (Sutrisno & Widarjono, 2018) that the five pillars of Islamic law are
intelligence, lineage, soul, religion, and monry. Human existence will be prosperous and greatly enhanced by
safeguarding these five things. MSME practitioners' engagement in social programs is indicative of their concern
for social welfare.

Promoting public welfare is crucial for MSME:s in the halal sector for a number of reasons. First, by putting
the needs of the public, MSMEs make sure that their goods and services live up to the ethical, health, and safety
standards that customers need, especially in the halal market where adherence to Islamic law is crucial. Second,
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advancing public welfare entails strengthening connections within the community, improving the business's
reputation, and improving the well-being of the community. This might involve taking part in altruistic endeavours
or fostering regional economic growth. Third, emphasizing public welfare encourages MSMEs to implement
environmentally friendly and sustainable practices, which is consistent with Islamic law's broader objective of
protecting the environment and the planet's resources for future generations.

This research explores existing literature by offering a more comprehensive concept by integrating two basic
concept—Magqasid Sharia and business performance—in a small business context. Figure 2 illustrates the
conceptual framework adopted in this study.

CONCLUSIONS

This study strove to provide Maqasid Sharia performance measurement, a performance measurement framework
(model) based on the Islamic approach for halal business. The argument underlying this modification model formulation
is that MSME:s in Indonesia have unique characteristics, so an adjustment is needed in the measurement model. Aiming
to fill the gap in performance measurement in the halal industry, this study will combine the conventional performance
measurement dimension with the concept of Maqasid Sharia developed by Muhammad Abu Zahrah (1997). The concept
consists of three dimensions: tahdib al fard (educating individuals), iqgomah al-'adl (establishing fairness), and jalb al
maslahah (promotion of public welfare). Although this study has already described the indicators of each performance
measurement dimension, future research can modify or add indicators needed according to each business strategy. This
model can be applied in research about MSMESs, and there are still opportunities to improve and critique this proposed
model.
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