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The Impact of Islamic Business Ethics on Multinational Corporate Practices

INTRODUCTION

Multinational corporations (MNCs) are very important for the global economy in
the era of increasing globalization.(Caragliu & Del Bo, 2019). MNCs operate in many
countries with different legal systems, ethical standards, and cultures, which poses
major ethical challenges for them to maintain their corporate values wherever they
operate.(Bocken & Geradts, 2020). Islamic business ethics is one of the ethical
approaches that has attracted attention because it offers an ethical framework based on
Islamic moral values and principles.(Shahzad, Qu, Zafar, et al., 2020). Islamic business
ethics are not only relevant in countries with a Muslim majority population, but can also
have a positive impact on society as a whole.(Dietrich et al., 2020).

The teachings of the Qur'an and Hadith form the basis of Islamic business ethics,
which emphasizes the importance of morality, justice and social responsibility in all
aspects of life, including business.(Nystrom et al., 2019). Justice (al-'adl), honesty (as-
sidq), trustworthiness, and balance (al-mizan) are the pillars of Islamic business
ethics(Dabic¢ et al., 2020). Justice demands that every business transaction be conducted
fairly and without using wealth.(Kwet, 2019). Honesty emphasizes the importance of
maintaining integrity in all forms of conversation and transactions.(Boone et al., 2019).
Because of the mandate, the company must be responsible to all
stakeholders.(Hofmann, 2019). Balance emphasizes the importance of maintaining a
balance between environmental welfare, economic benefits, and social welfare.(Gilmore
etal., 2023).

A number of problems arise when applying Islamic business ethics in a
multinational environment.(Shahzad, Qu, Ur Rehman, et al., 2020). MNCs experience
differences in culture and legal systems in the countries in which they operate.(Alamgir
& Banerjee, 2019). Although the principles of Islamic business ethics can be applied
anywhere, they must be adapted to local regulations and standards.(Ferraris, Santoro, et
al., 2020). For example, to address specific issues such as minimum wages and fair
working conditions, the concepts of justice and non-exploitation may need to be adapted
in the developing country context.(Canfield et al., 2021).

In addition, cultural differences across countries can prevent companies from
aligning their moral principles.(Adams et al., 2019). If there are differences of opinion
about what is considered ethical and unethical, it can impact how these principles are
applied in day-to-day business operations.(Foss & Pedersen, 2019). To ensure that
Islamic business ethics can be applied effectively across cultural contexts, multinational
corporations (MNCs) must develop a flexible yet consistent approach.(Luo et al., 2019).

It is important for multinational corporations (MNCs) to implement Islamic
business ethics in their operations.(Contractor et al., 2019). Although these ethical
principles are universally applicable, there are several challenges that need to be
overcome so that they can be applied effectively in various contexts around the
world.(Min et al., 2019). Among the main challenges in implementing Islamic business
ethics are the differences in culture and local customs in the various countries where
multinational companies operate.(Jaiswal et al., 2022). Every culture has different
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perspectives and values about business and ethics.(Dembek et al., 2020). For example,
in Western countries, the concepts of justice and fairness in Islam can be interpreted in
different ways than in Muslim countries.(Cooke et al., 2019). It can be a challenge for
multinational companies to adapt their business operations without compromising their
moral values.(George & Schillebeeckx, 2022).

In addition to cultural differences, multinational companies face legal and
regulatory complexities in different countries.(Gaur et al., 2019). Each country has its
own legal framework, which includes regulations on business, labor, finance, and the
environment.(Cooke et al., 2020). Often, changing local regulations takes a lot of time,
resources, and money. In addition, differences of opinion on laws and administrative
practices between countries can cause confusion and disrupt compliance.(Aguilera et
al., 2019).

Multinational businesses that implement Islamic business ethics also face the
problem of remaining consistent.(Afsar et al., 2021). When a company operates in many
countries with different cultures, languages, and business practices, it is difficult for
them to remain consistent in applying their ethical principles.(Dionisio & De Vargas,
2020)For example, managers in different divisions of a company may view Islamic
business ethics in different ways depending on their education and culture.(Beer et al.,
2020).

MNCs may also face risks and conflicts in implementing Islamic business ethics.
For example, making decisions based on Islamic ethical principles, such as refusing
transactions that violate the principles of fairness or honesty, may pose significant
financial or legal risks to the company.(Virdin et al., 2021). Sometimes, companies have
to make difficult decisions between maintaining business continuity and adhering to
ethics.

An additional challenge is that company managers and employees are not aware
of or understand Islamic business ethics.(Bohle & Regan, 2021). Despite the desire to
implement Islamic ethical principles, poor knowledge of Islamic teachings and their
relationship to business may hinder their implementation.(Cepeda & Arias-Pérez,
2019). To increase understanding and awareness throughout the organization, focused
training and education initiatives may be required.(Beuselinck et al., 2019).

Finally, companies must align their business plans with Islamic business ethics
values.(Ferraris, Bogers, et al., 2020). In some cases, this may mean completely
changing their operating model to meet ethical values.(Attah-Boakye et al., 2020). This
may include changing operations, changing goods or services, or even sacrificing
potential profits to qualify.(Sheng & Hartmann, 2019). To overcome the challenges
associated with the application of Islamic business ethics in the practices of
multinational companies, a careful and organized approach is required.(Sniazhko,
2019). Although difficult, addressing these issues can provide companies with the
opportunity to improve their image, strengthen relationships with stakeholders, and
achieve long-term sustainability.(Kim et al., 2021). MNCs can develop strategies to
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support Islamic ethics in their operations worldwide by deeply understanding these
issues.(Aus Dem Moore et al., 2019).

RESEARCH METHOD

Literature analysis, case studies, and stakeholder interviews are the main methods
in this research. The mixed approach allows the researcher to gain a comprehensive
understanding of the impact of Islamic business ethics on the practices of multinational
companies from both theoretical and practical perspectives.(Ai & Tan, 2020).

This research will begin by conducting a literature analysis. The researcher will
search for literature on books, reports, journals, and articles related to Islamic business
ethics and multinational corporate practices. This research will be used to understand
the theoretical concepts underlying the research and to examine previous research on
how Islamic business ethics impact global business practices.(Koval et al., 2019). This
literature analysis will also help in the formation of a theoretical framework for future
research.

In order to gain a deeper understanding of how Islamic business ethics are applied
in multinational corporate operations, this case study will be conducted. The researcher
will select several multinational companies that have initiatives or policies related to
Islamic business ethics and conduct a thorough investigation of their
experiences.(Ajwani-Ramchandani et al., 2021). Data will be collected through analysis
of financial reports, company documents, and interviews with managers or key
employees directly involved in the implementation of Islamic ethical
principles.(Reinecke & Donaghey, 2021). This case study will help identify best
practices, issues and real effects of implementing Islamic business ethics in
multinational companies.(Baudot et al., 2020).

Important for this research is conducting stakeholder interviews. The researcher
will conduct interviews with senior managers, staff, business partners, and local
communities in the countries where the multinational companies operate. By conducting
these interviews, you can gain a better understanding of their opinions, perceptions, and
experiences regarding the application of Islamic business ethics in the practices of
multinational companies. The impact of Islamic business ethics on various business
situations will be provided by qualitative data from the interviews.(Dinner et al., 2019).

Qualitative methodology will be used to analyze the data obtained from case
studies, interviews, and literature analysis. To investigate the influence of Islamic
business ethics on the practices of multinational companies, the analysis will involve
pattern recognition, key findings, and data interpretation. The results of the study will
be systematically compiled and presented in the form of a comprehensive story. To
validate the findings and strengthen the reliability of the research results, this study will
also juxtapose data from various sources.

This study aims to gain a better understanding of the impact of Islamic business
ethics on multinational corporate practices using a mixed approach that includes
literature analysis, case studies, and stakeholder interviews. This research method is
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intended to combine theoretical and practical perspectives, so as to provide valuable
insights for business stakeholders, academics, and practitioners in instructing Islamic
business ethics.

RESULTS AND DISCUSSION
RESULTS

According to the literature analysis, the implementation of Islamic business ethics
can have a significant impact on the operations of multinational companies. Principles
such as fairness, honesty, trustworthiness, and balance can improve business
performance, strengthen relationships with stakeholders, and generate long-term value.
In addition, previous studies have shown that multinational companies that implement
Islamic ethics are more likely to avoid corporate scandals, gain customer trust, and
achieve sustainable sustainability.

Case studies conducted on various multinational companies show how the
application of Islamic business ethics impacts their operations. On the one hand,
companies that apply Islamic ethical principles in their operations result in improved
reputation among stakeholders, reduced reputational risks, and long-term financial
gains. On the other hand, there are companies that face difficulties in applying these
principles consistently across countries and cultures.

In the stakeholder interviews, several important issues related to the application of
Islamic business ethics in the operations of multinational companies were highlighted.
A significant result was the difficulty in adapting Islamic ethical principles to local laws
and cultures. Several respondents also emphasized the importance of applying these
principles consistently but flexibly across countries.

The results of this study have significant theoretical value to enhance our
understanding of how Islamic business ethics function in the operations of multinational
companies. The results show that Islamic ethical principles are not only relevant to
businesses worldwide, but can also be a valuable asset for multinational companies to
create long-term value. New theories and more holistic management approaches can be
created as a result of these theoretical consequences.

Practically, the findings of this study help MNCs create and implement more
ethical business policies and practices. The results show that the application of Islamic
ethical principles can help businesses achieve long-term sustainability, minimize risks,
and build a strong reputation. MNCs can improve their operations and create a better
impact on their communities and the environment with the help of these practical
implications.

Several limitations of this study should be considered. The limited number of case
studies and respondents interviewed are among them. In addition, this study focuses on
how Islamic business ethics impacts the operations of multinational corporations as a
whole, without taking into account industry or company size. Further studies on the
application of Islamic business ethics in specific industries could include long-term
research to observe the progress and long-term effects of the application of Islamic
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business ethics in multinational companies. Comparative studies between multinational
companies (MNCs) that apply Islamic ethics and those that do not can also provide
insight into the practical benefits of this method in various business contexts around the
world.

DISCUSSION

The purpose of this study is to determine how the application of Islamic business
ethics in the practices of multinational corporations (MNCs) in various countries has an
impact. Based on the teachings of the Qur'an and Hadith, Islamic business ethics is a
moral system that emphasizes values such as justice, honesty, trustworthiness, and
balance. This study is important because multinational companies have significant
influence throughout the world and can have a significant impact on society, the
environment, and the economy in the countries where they operate.

One of the main outcomes of implementing Islamic business ethics in
multinational corporation (MNC) practices is the enhancement of reputation and trust.
In this case, reputation refers to the perception of people outside the company, while
trust encompasses the level of trust and loyalty that stakeholders have in the company.
MNCs that prioritize honesty in their relationships with customers, suppliers, and other
stakeholders tend to build a good reputation as a trustworthy and responsible company.
Increasing stakeholder trust in the company can also be achieved through transparent
communication and reporting.

In Islamic business ethics, the principle of amanah encourages companies to fulfill
their responsibilities to society and the environment. MNCs that engage in corporate
social responsibility (CSR) activities that are in accordance with Islamic ethical
principles, such as donating to charities, supporting education, and protecting the
environment, are often considered responsible corporate citizens. The Islamic principle
of justice demands fair and equal treatment of all parties involved in a company's
operations, including employees. Multinational companies that implement fairness in
employee policies, working conditions, and compensation tend to build a reputation as a
fair and honest workplace, which can increase employee trust and improve the
company's image in the community.

It is essential for companies to improve the social and economic well-being of the
surrounding community, according to Islamic business ethics. Society often sees MNCs
helping to build local communities by providing social services and creating
employment opportunities. As a result, they are seen as partners who make significant
contributions to social development. Building a strong reputation requires regular and
consistent application of Islamic business ethics. Multinational businesses that apply
Islamic ethical principles not only in the best of circumstances, but also in difficult
situations and difficult choices, are more likely to be trusted by stakeholders.
Companies that are consistent in their behavior demonstrate their honesty and
commitment to the values they hold dear.
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Multinational corporations (MNCs) can reduce their reputational risk by
implementing Islamic business ethics. Reputational risk is one of the important
components that companies need to carefully manage, especially in a complex and
socially connected global business environment. Islamic business ethics principles such
as honesty, transparency, and integrity help prevent corporate scandals that could
damage their reputation. Large companies can avoid ethical violations that can lead to
financial losses and bad reputations by prioritizing honesty in all their interactions.

Multinational companies can reduce the risk of legal violations and ethical
conflicts that could harm their reputation by implementing Islamic business ethics,
which encourages them to comply with laws and ethical principles in every aspect of
their operations. The principles of Islamic business ethics emphasize the importance of
maintaining good relationships with all business stakeholders, including customers,
employees, suppliers, and the community. By prioritizing fairness, transparency, and
social responsibility, multinational companies can build strong, mutually beneficial
relationships with their stakeholders, which in turn can protect and strengthen the
company's reputation.

Companies are driven by Islamic business ethics to respond to social and
environmental issues related to their business. By implementing Islamic ethics,
multinational companies can protect their reputation from non-involvement or
inadequate response to sensitive issues such as social inequality, human rights, and the
environment. MNCs can build leadership based on moral values by implementing
Islamic business ethics. By demonstrating a clear commitment to Islamic ethical
principles in corporate decision-making and actions, management can gain the trust and
support of employees, customers, and society as a whole, which helps maintain and
strengthen the company's reputation.

The use of Islamic business ethics in multinational corporation (MNC) operations
can have long-term social, ethical and financial impacts on the company. Multinational
corporations (MNCs) can build a strong reputation and high trust in the eyes of
stakeholders by implementing Islamic business ethics. Companies that are known for
their integrity, honesty, and adherence to Islamic moral principles tend to attract
investors, customers, and business partners who can help their business grow and
survive.

MNCs can reduce the risks associated with legal violations, corporate scandals,
and costly lawsuits by implementing Islamic business ethics. These preventive measures
not only protect the company's reputation, but can also reduce legal costs and recovery
from the negative impacts of ethical violations or corporate crimes. Islamic business
ethics, such as sustainable risk management and social responsibility, can help large
companies reduce operational costs in the long run. For example, environmentally
responsible business practices can avoid expensive environmental fines and remediation
costs.

Islamic business ethics encourages companies to consider long-term results rather
than short-term financial gains. MNCs can reduce the risks associated with speculative
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or unsustainable decisions that could harm their financial performance in the long term.
In an increasingly ethically conscious marketplace, companies that are known for their
commitment to Islamic business ethics often gain a competitive advantage. By
prioritizing social responsibility, integrity, and fairness in every aspect of their
operations, multinational corporations (MNCs) can attract like-minded investors,
customers, and employees, which in turn can improve their financial performance in the
long run.

CONCLUSION

This study finds that the implementation of Islamic business ethics in
multinational corporation (MNC) operations has a significant effect on various
operational and strategic aspects of the company. Since Islamic business ethics
encompass universal values such as justice, honesty, trustworthiness, and social
responsibility that can be applied across cultures and countries, implementing these
principles in the business practices of multinational companies can help enhance the
company's reputation, build sustainable relationships with its stakeholders, and create
long-term value.

MNCs can reduce risks and increase their resilience to external pressures by
implementing Islamic business ethics in their business policies and practices.
Prioritizing Islamic ethical principles in their business policies and practices can help
MNCs overcome some of the challenges faced when operating globally, such as
keeping their reputations safe from risk, complying with laws and regulations, and
managing cultural complexities.

By creating competitive advantages, reducing operational risks and costs,
increasing efficiency, and encouraging long-term thinking, Islamic business ethics can
greatly assist a company’s long-term financial performance. MNCs can achieve
sustainable financial sustainability while promoting positive moral and social values
around the world by using this method.

This study suggests that Islamic business ethics can serve as a useful framework
for organizing more ethical, consistent, and profitable practices of multinational
companies. However, to maximize the benefits of implementing Islamic business ethics,
corporate management must be fully committed, gain support from the entire value
chain of the company, and collaborate with external stakeholders. As a result, this study
not only provides an overview of how Islamic business ethics impacts multinational
companies, but also provides a basis for building more ethical and sustainable business
strategies in an increasingly integrated global economy.
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