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Abstract 

This paper examines the influence that the Islamic ethics have on business 

development with special emphasis on entrepreneurial success. It contrasts 

Islamic ethics with the Protestant Work Ethic as a way of comparing the two on 

the best course of action when it comes to ethical matters in business. This study 

follows a conceptual research methodology to formulate a theoretical framework 

that connects the Islamic ethics comprising leadership, ethical reasoning, CSR, 

and entrepreneurship, to the business performance. Incorporation of the principles 

of the Islamic financing also forms part of the research framework for the study 

of sustainable and equitable business development. Preliminary outcomes show 

that Islamic ethics increase leadership usefulness, stakeholder credibility, and 

organizational efficiency by applying difficulties in practicing these norms in 

various cultural and geographical settings. In doing so, this research contributes 

to the literature of business ethics by presenting a faith-based approach that 

expands on the modern theories and gives constructive recommendations as it 

relates to applying Islamic principles for organizations today with a specific focus 

on SMEs. 

Keywords: Islamic Ethics, Business Development, Entrepreneurial Success and 

Faith 

Introduction 

As many of the Islamic nations and the international business organizations 

have realized, the Islamic ethics form one of the crucial aspects determining business 

behaviors at the local level as well as at the international level. Based on the sources 

of Shariah, an Islamic law drawn from the Quran and Hadith, these ethics cut across 

all aspects of life including business. The following core business values influence the 

way business is conducted in today’s world; justice, honesty, social responsibility. 

The increasing focus on the ethical behavior in the business has led to the process of 

religion in economic activity, especially in the Islamic economy. Clauses that reject 
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interest and work for fair commerce have become more famous due to the compliance 

with these ethical values (Iqbal & Mirakhor, 2022). 

Therefore, it is necessary to comprehend the ways Islamic ethics affect the 

achievement of business goals as most of the company owners follow the rules of 

Islam and are located in the countries that are mostly Islamic. Islamic ethics can be 

seen as the code of conduct for business or commerce that has elements of the right 

spirit to be in the right and do the right thing and interact with other persons or things. 

This influence shows the way faith affects economic phenomena because religion and 

commerce are closely related in most societies (Yousef, 2020). Studying this 

relationship provides a desirable understanding of how religious values may be a 

source of business enablers and limitations. 

This research intends to fill those gaps by examining the impact of Islamic 

ethics on business development and performance. Even though earlier studies have 

methodologically documented Islamic business ethics in detail, there is a lack of 

literature addressing the application of the theory and its relationship to the 

enhancement of entrepreneurship and business organization. In the contemporary 

world characterised by the heightened importance of ethical issues as the driving force 

of the global business environment, a further analysis of the opportunities offered by 

Islamic ethics for strategies is needed. This involves considering the examination of 

how Islamic ethical norms operate as instrumentalities for organizational 

effectiveness, across multiple cultural and economic environments (Stevenson et al., 

2022). 

By considering these factors, this paper analyses some theoretical 

frameworks of Islamic ethical standards in Islamic law and the practicality of them 

in business. This paper examines the function of these ethics in decision-making 

and also entrepreneurship, the way they could be most useful and the best way 

they might be conceptualized and applied to running various business markets. 

The paper also presents the authors’ proposed theoretical-practical middle-range 

framework that demonstrates how Islamic ethic influences business decisions and 

performance. Thus, this research intends to advance both the theoretical 

development of the Islamic business ethics framework and its application since 

the literature on faith-based business models is still limited. 

Literature Review 

Theoretical Frameworks 

This study employs two primary theoretical frameworks to investigate the 

interplay between religion and business ethics: the Islamic Work Ethic (IWE) and 

Max Weber’s Protestant Work Ethic (PWE). 
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The Islamic Work Ethic (IWE) is based on the Quran and Hadith; with its 

fundamental ethic constituting of justice, integrity, truthfulness, and social 

responsibilities as guiding etiquette on ethical business practices. IWE encourages 

more responsible attitudes, which provide equal and justified rewards for people and 

create a sustainable future for organizations and greater society (Ali, 2021; Yousef, 

2020). Thus, taking advantage of religious values in the economic activities, IWE 

promotes a complex approach concerning the unity of the effective business and the 

welfare of society. 

On the other hand, Max Weber’s Protestant Work Ethic (PWE) centered on 

hard working, discipline and saving as the key to economic success which is 

associated with protestant ethnoc-work culture. According to PWE, capitalist systems 

owe it to these personal virtues (Weber, 1905). However, one will notice that it has 

individualistic perspective, unlike IWE, which is oriented toward the common good 

and joint responsibility – which proves different theological and cultural priorities. 

In a global context, the Islamic ethical theories act as a link between the 

classical dogma teaching on the one hand, and the contemporary economics on the 

other. In contrast with PWE, IWE balances contract responsibilities with incorporated 

communal responsibilities that are both ethical and just, and who offer a system of 

harmonization between business practices and justice, equity, and social responsibility 

(Ghosh & Ghosh, 2021). This comparative approach not only shows that ethics always 

play crucial role for economic development, but cultural and theological differences 

were also present in this sphere.    

Existing Studies   

Great attention has been paid to the impact of Islamic ethics on business 

scholarships proposed both rich benefits for the further research and underlined the 

lack of research in this field. 

Islamic Work Ethic and Business Practices   

Ali and Gibbs (2021) having argued while researching that Islamic principles 

enhance ethical decision-making especially in the Middle East. Their work showed 

that Islamic ethic creates positive impacts on leadership outcomes and CSR, making 

the business procedures fairer and creating positive organisational outcomes. 

Leadership and Organizational Culture   

In a recent publication of Kayed and Hassan, (2022) explored the relationship 

between Islamic ethics in leadership and organizational culture. According to their 

study, the authors emphasized that leaders who espouse Islamic ethical standards 

create trust and commitment among the employees and enhance cohesiveness and 
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performance among organizational members. This paper reaffirms the prospects of 

Islamic ethics in developing ethical leadership and environmental management. 

Islamic Financial Institutions and Entrepreneurship   

Al-Dabbagh and Ibrahim (2023) looked at the part played by Islamic financial 

institutions in entrepreneurship. In their quantitative dimension, they underscored the 

viability of the Islamic concepts of bai’ al- garnah and al-mudarabah (interest-free 

loans and profit-sharing arrangements) as bases for ethical business financing. These 

models afford the financial requirements of the entrepreneur but are also sympathetic 

to ethics and society at large. 

Identified Gaps in the Literature   

Despite these contributions, several gaps persist in understanding the 

application and impact of Islamic ethics on business: 

i. Specific Business Practices:   

The concept of Islamic Work Ethic is well established though empirical 

research regarding the practices such as Zakat and Halal trade, and their direct impact 

on business performance is scarce (Ali & Gibbs, 2021). They point out distinct 

practices of Islamic business ethics that require more research. 

ii. Risk Mitigation and Financial Models:   

While it is widely known that Islamic financial institutions have ethical 

structural bearings, little has been written about how they help entrepreneurial reduce 

risk and develop businesses. Further research should be done to discuss how these 

models solve financial problems for startup and small businesses. 

iii. Global Contexts:  

Islamic business ethics are slowly penetrating the global market; however, the 

forces “diffusing” these values into non-Islamic areas have not received enough 

academic attention. Primary, knowledge on how Islamic ethics is perceived and 

practiced in cross-cultural and legal contexts is vital for expansion of its uses across 

the world (Kayed & Hassan, 2022). 

Nevertheless, these gaps are crucial to filling in order to complement existing 

research effectively and create more coherent and applicable knowledge of Islamic 

ethics in business. Future work, including quantitative and cross-cultural research, 

would expand existing knowledge about Islamic ethics in influencing business 

behaviour and performance internationally. 

  



ISSN: 2707-4188                                                       Volume 5, No. 2 / Jul-Dec 2024 

IJIEG | 67  
 

Conceptual Framework  

To provide a clear picture about Islamic ethics in business development, it is 

imperative to demystify its core concepts that impact the business development, 

entrepreneurial and organizational activities.   

Islamic Ethics   

Islamic ethics refers to an extensive system of moral lessons which is based 

on the Quran and Hadith, Fiqh. Altruism (adl), truthfulness (sidq), trust (amanah), and 

cooperation (takaful) form the base of Islamic ethical behaviour in individual, and 

intra-organizational as well as organizational contexts.   

It is of great importance in Islamic business practices transparency, fairness, 

and accountability to the society and to the Almighty. The following practices are 

consistent with these principles: sharing of profits jointly known as mudarabah, a form 

of giving through the title of zakat, and the prohibiting of usury, known as riba. This 

ethical framework is self- serving but is in the best interest of the individual, 

organization and the society (Ali, 2021).   

Business Development   

Business development according to Islamic ethics means the promotion of 

business and organizational activities from an ethical point of view. This includes 

compliance with non-act of exploitive transactions and support of activities that 

contribute to the welfare of society. The application of these ethical concepts into 

business system promotes sustainable development, improve the confidence of 

stakeholders and maintain society integrity (Yousef, 2020).   

Entrepreneurial Success   

In terms of the Islamic ethical framework, therefore, it is possible to be both 

economically successful and profitable from the beginning and beyond in more than 

just a strictly monetary sense of the word, but also in terms of both the benefit that is 

provided to society and the self-actualization that the act of entrepreneurship affords. 

When Islamic ethical principles are incorporated in business, the society grants the 

business gurus credibility and honor hence guaranteeing long term sustainability. 

Ethical practices are characterized as the key, which outlines the particular kind of 

such entrepreneurs as ethical and, in the same way, spiritual.    

Developing the Framework   

The concept map presented in this research shows how the values of Islamic 

ethics permeate the different aspects of business productivity. In this way, the 

framework shows the correspondence of the ethical values to the business tactics 
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which demonstrate how the modern organization can gain growth and the 

entrepreneur become successful.   

Leadership Styles   

Prostrate leadership is just, compassionate and responsible according to the 

Islamic ethics. Such leaders promote trust, enhance employee satisfaction and 

generate a positive organizational climate (Ali & Gibbs, 2021). For instance, 

observance of justice in the leadership practice leads to cohesiveness in the teams thus 

enhance performance and organizational sustenance.   

Ethical Decision-Making   

Some of the Ethics that are embodied in an Islamic decision-making process 

include; fairness, honesty and refraining from unethical acts like unethical 

management information processing such as creating wrong impressions. 

Organizations implementing such value yields greater stability and sustainable 

business since ethical practice increases the confidence of customers, workers, and 

investors.   

Corporate Social Responsibility 

CSR activities that relate to Islamic ethical principles highlighted include; 

donation (zakat), encouraging fair trade and promotion of environmental sensitive 

causes. In this way the participating organizations not only benefit from improved 

reputation capital and stakeholder relations but also build value for any organisation 

to engage in promoting corporate social responsibility. There are indications that it 

would contribute to increased consumers’ brand affinity and organizational 

effectiveness (Iqbal & Mirakhor, 2022).   

Entrepreneurship   

It is demonstrated that Islamic ethics play a major role in controlling 

entrepreneurial actions due to the principles of equity, social justice, and ethical 

responsibility. Organizations rising up to embrace such values in their business 

strategic plans will have increased capacity to realize a sustainable growth, positive 

acceptance in the society as well as trust from the society (Al-Dabbagh & Ibrahim, 

2023). For example, Islamic modes of financing including non-interest banking and 

finance for example interest-free loans have been found to encourage venture creation 

especially among developing nations (Al-Dabbagh & Ibrahim, 2023).   

Framework Summary 

The framework underscores that adherence to Islamic ethical principles 

positively impacts business development and entrepreneurial success through the 

following pathways:   
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i. Ethical Leadership: Encouraging better legal, ethical, ui and efficient organizational 

practices as well as forging better and positive management trust.   

ii. Responsible Decision-Making: Pursuit of a fair and non-creates business 

environment free from fraud as well as espousing the cause of stability in business.   

iii. Corporate Social Responsibility: The act of making donations, being 

environmentally friendly, and buying from products that support the needy as well as 

improve the image of an organization.   

iv. Entrepreneurial Ethics: Integrating principles of equity and social responsibility 

into business systems and thus achieving value creation and social improvement.   

This integrative approach shows that, Islamic ethic compliance is not only 

good for the business because it earns them their revenue but is also good for civil 

society because companies whose ethical principles are derived from the Islamic law 

are likely to be socially responsible and can be trusted to promote sustainable 

development in the long-run. Being more of a theoretical model, the present work 

contributes to filling the gaps in studying the role of Islamic ethics in business 

outcomes by presenting a proper mix of theoretical vp and practical studies.   

Hypotheses 

Drawing on the conceptual framework that integrates Islamic ethics into 

business development processes, the following hypotheses are proposed to explore 

the impact of Islamic ethical principles on various business outcomes: 

i. Hypothesis 1: Further, we expect a positive correlation between the observation of 

Islamic ethical standards and the functionality of CSR strategies in operations. This 

hypothesis is formulated based on Quranic precepts of social justice and charity with 

CSR as one of the cardinal values of Islamic business. Consequently, while firms that 

implement Islamic ethical standards will be charged with carrying out more effective 

and socially responsible CSR strategies favorable to the welfare of the society and 

organizational legitimacy. 

ii. Hypothesis 2: The study assumed that implementing the Islamic ethical standards 

by the entrepreneurs would improve their effectiveness which in return would attract 

stakeholder trust and confidence to the products. This hypothesis is in harmony with 

the notion relating to ethical behaviour since it regards ethical behaviour as a base on 

which organisations can build relationships with their clients, their employees and 

society in general. The consolidation of the above-named Islamic ethics of business 

issues of honesty and fairness and social responsibility will help boost the 

entrepreneurial profile and business success, with sustained growth and possible 

improvement on the side of stakeholders. 
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Methodology   

This research work therefore adopts conceptual research design to identify the 

angle of Islamic ethics on the processes of business development and entrepreneurship 

success; it achieves this using a synthesis of systematic literature review, theoretical 

underpinnings and case study analysis. The paper discusses the Islamic ethics of work 

including justice, truthfulness, social justice based on Quranic verses, Hadiths, and 

Islamic law and compare it with the Islamic work ethic and the Protestant Ethic to get 

the similarity and differences. From the literature, a conceptual model associating 

Islamic ethics to work variables such as leadership performance, ethical behavior, 

CSR, and entrepreneurship is developed. The framework also looks into the issues 

associated with Islamic banking institutions and its principles where prohibition of 

interests and profit accumulation and distribution models are involved to determine 

its impact on garnering entrepreneurship development and business viability. In this 

sense, the book offers an enriching integrative approach in comprehending Islamic 

ethics for contemporary business strategies that also offers theoretical and practical 

implications for sustainable development in different cultures and regions. 

Discussion  

In this regard, this paper has also served to progress a conceptual discourse in 

building up a framework for understanding business ethics and development from an 

Islamic ethical perspective. Islamic ethics in some ways may differ with conventional 

business theories that attempt to explain business ethics as they are based on Quran 

principles. Pillars including ‘adl’ which represents justice, ‘sidq’ which represents 

honesty, and ‘takaful’ which represent social responsibility does more than directing 

business people to ethical decision making; it also ensures they balance profits, and 

entrepreneurial gains with the bureaucratic right thing to do.   

Islamic Ethics and Ethical Theory  

Islamic ethics are all inclusive human welfare, spiritual, social and 

economical welfare in contrast with secular ethics. It extends extant knowledge in this 

area by highlighting how religion can contribute to ethical decision making, 

managerial behaviour and CSR compatible with organisational culture and 

sustainability objectives among other things (Ali, 2021). The proposed framework 

disputes conventional business ethic theories by demonstrating how faith-based 

values may enrich contemporary business endeavors, and in doing so, expand the 

coverage of ethical theory study in the business discipline (Yousef, 2020).   

Benefits of Integrating Islamic Ethics in Business 

The use of Islamic ethical values has certain benefits that can be seen in 

companies. Conformance to these principles can work to elevate an organisation’s 
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reputation, inspire confidence and improve its strategic placement. There are even 

more advantages concerning enhanced customer retention, enhanced employee 

engagement, and favourable bond with the stakeholders (Iqbal & Mirakhor, 2022). 

For instance, compliance with zakat or buying from producers who are socially 

conscious directs them as ethically sound in the marketplace hence boosts their 

outlook.   

Challenges and Limitations   

On the positive side, the principles of the Islamic ethics are very seminal to 

offer a strong foundation of the commercial morality; on the other hand, there are 

some problems if tried to implement in the business sphere. There are always some 

challenges when an organisation tries to maintain high standards of ethical culture 

while trying to meeting legal obligations and responding to market forces. For 

instance, the issue of Sharia compliance rules of engagement of the markets can be 

time-consuming and circumstance-specific (Al-Dabbagh & Ibrahim, 2023).   

One more difficulty is connected with Islamic ethical norms interaction with 

local business traditions, especially where it is conducted not in Muslim countries. 

Peculiarities of the cultural, legislative and market environments might cause tensions 

and conflicts as firms need to achieve business goals and remain ethical. For instance, 

application of the Islamic finance as well as the Sharia law is different between the 

Middle East and South East Asia this is due to; regional differences (Ali & Gibbs, 

2021).   

Cultural and Contextual Considerations 

It is noteworthy that the influence of Islamic ethic in business depends much 

on culture and environment. It can therefore be concluded that differences in concepts 

of interpretational procedures of Islamically supported principles cannot but result in 

difference in suitable application of these concepts in context to different types of 

organizations. Kayed & Hassan (2022) have noted that the application of the 

framework requires consideration of regional cultural aspects, economic and legal 

environments of businesses and researchers involved in the process.   

Since the authors have contextualized the framework to capture these 

variations, the framework is still helpful to businesses in ways they seek to overcome 

challenges involving the introduction of Islamic ethical principles to different 

circumstances. For instance, the framework developed for implementing cultural-

historical activity may target the persons to be more inclusive in the communities of 

Southeast Asia while another one targeting the Middle East may address the issues 

related to the financial systems in the area.   
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In conclusion it can be said that Islamic ethics provide a worthy and 

interesting perspective for the analysis of business development and ethics. While 

skillfully offering relevant tools to help businesses adopt sustainable approaches, their 

frameworks also offer solutions to companies’ spiritual and social liabilities. 

Nevertheless, the implementation of these principles is only possible provided the 

challenges are dealt with and the general approach is adapted to the particular cultural, 

legal, and economy environments. Thus, along with increasing its relevance, the 

framework helps work out practical problems concerning the application of Islamic 

ethical concepts in various contexts.   

Conclusion and Recommendations 

The study concludes that Islamic ethics as an Islamic faith-based model can 

promote the growth of businesses as well as entrepreneurship intervention. Key 

Islamic values from Quran, Hadith, and Islamic Sharia on justice, honesty, social 

responsibility, and ethical behaviour are found to impact leadership behaviour. 

Islamic business ethics: antecedents and implications for leadership behaviour, 

decision making and CSR 

Socially responsible Islamic leadership for the 21st century. 

Islamic business values: orienting the understanding of leadership behavior, decision 

making, and CSR. When these principles are seamlessly integrated into the activities 

within organisations, it enables pretty much all businesses not only to improve their 

ethical standing but also improve overall business models and systems that are more 

sustainable, fair, and efficient.   

The theoretical framework described above demonstrates how Islamic ethics 

relate to significant areas of business management including, leadership and ethical 

decision making and CSR. Consequently, this framework enhances the literature on 

business ethics theories by posing questions that extend the existing debate and 

introducing a faith-based perspective on business that shows how faith-based systems 

can help build sustainable businesses and foster economic development. In addition, 

the paper enlightens the practical consequence of applying Islamic ethics in business 

by revealing how they can enhance the creation of stakeholder trust and how they can 

provide solutions to ethical challenges in various business settings.   

However, the discussion also reveals issues of appreciable merit, such as the 

relative difficulties involved to apply and/or interpret Islamic ethical principles that 

might be contextually appropriate to various cultural, legal and even economic 

environments. For all these principles to be properly practiced and implemented, 

localization is very crucial.   
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To build on these findings, future research could explore:   

i. Specific Islamic Practices in Business: Exploring the cases of using some Islamic 

Financial tools such as Zakat (compulsory giving) and Mudarabah (partnership with 

sharing of profits and losses) in different business fields and their influence on various 

organizational outcomes and social advantages.   

ii. Role of Islamic Financial Institutions: Analyzing role of Islamic financial products 

& services for entrepreneurship especially in developing propitious conditions for 

business and managing risks related to start-ups.   

With respect to these areas, the subsequent studies will serve to fill the 

existing gaps and offer the useful information about the potential application of the 

Islamic ethic in the different types of organizations. It is with this regard that this 

paper provides the groundwork for developing the theoretical and practical 

interpretation of applying faith-based ethics in strategic management for 

contemporary businesses. 
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