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ABSTRAK

Studi ini mengeksplorasi konsep manajemen risiko berbasis syariah dan
potensi  perannya  dalam  mendorong  pembangunan  ekonomi
berkelanjutan. Dengan mensintesis literatur terkini, penelitian ini
mengidentifikasi prinsip-prinsip inti, dampak, dan tantangan yang terkait
dengan penerapan praktik manajemen risiko sesuai syariah di berbagai
sektor, termasuk keuangan, perdagangan, dan industri. Temuan ini
menyoroti  keselarasan  prinsip-prinsip  syariah  dengan  tujuan
keberlanjutan, sehingga menawarkan wawasan inovatif mengenai strategi
mitigasi risiko yang mendorong pertumbuhan ekonomi yang etis dan adil.
Makalah ini juga mengusulkan kerangka kerja untuk mengintegrasikan
manajemen risiko berbasis syariah ke dalam praktik keberlanjutan global.
ABSTRACT

This study explores the concept of Sharia-based risk management
and its potential role in fostering sustainable economic

development. By synthesizing recent literature, the research
identifies core principles, impacts, and challenges associated with
the application of Sharia-compliant risk management practices in
various sectors, including finance, trade, and industry. The findings
highlight the alignment of Sharia principles with sustainability
objectives, offering innovative insights into risk mitigation
strategies that promote ethical and equitable economic growth. This
paper also proposes a framework for integrating Sharia-based risk
management into global sustainability practices.
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1. INTRODUCTION
The concept of risk management has evolved significantly in response to global
economic, environmental, and societal challenges. According to a report by the World
Economic Forum (2023), the increasing frequency of climate-related disasters and
economic volatility has underscored the importance of effective risk management
strategies. In the context of Islamic finance and economic systems, Sharia-based risk
management (SRM) emerges as a unique paradigm rooted in ethical principles. Unlike
conventional risk management, SRM emphasizes equitable solutions, avoidance of
excessive uncertainty (gharar), and adherence to moral accountability, which aligns
with the growing demand for sustainable business practices (Glette-Iversen et al.,
2023).
Recent surveys indicate a rising interest in Islamic finance as a tool for sustainable
development. A study by Islamic Financial Services Board (2022) found that 65% of
Islamic financial institutions are actively seeking to incorporate sustainable practices
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into their operations. This shift is reflected in the growing number of Sharia-compliant
financial products aimed at promoting social and environmental goals. For instance,
the market for green sukuk (Islamic bonds) has expanded significantly, with issuances
reaching USD 5 billion in 2022, signaling a strong commitment to financing sustainable
projects (Safaeian et al., 2024).

The integration of SRM into broader economic practices can also be visualized
through recent data showing a correlation between ethical investment and improved
financial performance. Research published in the Journal of Sustainable Finance &
Investment (2023) illustrates that companies adopting ethical and Sharia-compliant
practices reported a 20% higher return on equity compared to their conventional
counterparts. This data reinforces the premise that ethical risk management is not only
viable but can also lead to superior financial outcomes (Sharma, 2023).

Despite the growing body of literature on SRM, there remains a notable research
gap regarding its comprehensive application across various sectors in the context of
sustainable development. While some studies have explored individual aspects of
SRM, a holistic review connecting SRM principles to global sustainability agendas is
still lacking.

This paper aims to fill this gap by systematically reviewing the literature on SRM,
analyzing its principles, applications, and impacts, and assessing its potential to
contribute to sustainable economic goals. The novelty of this research lies in its
integrated approach that not only highlights the alignment of SRM with sustainability
objectives but also proposes a framework for its implementation across diverse sectors.
This framework aims to provide practical guidelines for stakeholders seeking to
leverage Sharia-based risk management as a catalyst for sustainable economic
development.

2. METHOD

This study employs a systematic literature review (SLR) approach to critically
analyze the existing body of knowledge surrounding Sharia-based risk management
(SRM). The review process began with the identification of relevant publications from
Scopus-indexed journals, industry reports, and case studies that focus on the
application of SRM in various sectors, including finance, trade, agriculture, and
environmental sustainability. The search strategy included keywords such as "Sharia-
based risk management," "Islamic finance," "sustainability," and "risk mitigation,"
ensuring a comprehensive capture of pertinent literature.

3. RESULT AND DISCUSSION

Principles of Sharia-Based Risk Management

Sharia-based risk management (SRM) is fundamentally grounded in Islamic
ethical principles, which serve as a framework for decision-making in the face of
uncertainty. Central to SRM is the prohibition of riba (interest), which is viewed as
exploitative and in direct conflict with the principles of justice and equity that
underpin Islamic finance. By eschewing interest-based financial products, SRM
promotes an environment where risk-sharing becomes the cornerstone of economic
transactions. This approach fosters collaboration among stakeholders, as profits and
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losses are shared equitably, thereby enhancing social cohesion and trust within
economic systems (Fahad & Bulut, 2024).

Another critical principle of SRM is the avoidance of gharar, or excessive
uncertainty. In conventional finance, speculative practices often lead to volatility and
moral hazards; however, SRM emphasizes the importance of transparency and
informed decision-making. By minimizing uncertainty, stakeholders can engage in
transactions with a clear understanding of risks, leading to more stable economic
outcomes. This principle not only protects individual investors but also contributes to
the overall stability of the financial system, which is essential for sustainable
development (Kalkavan, 2022).

Moreover, the principle of moral accountability is integral to SRM. Islamic
teachings emphasize the role of ethical conduct in business practices, which aligns
closely with the growing global emphasis on corporate social responsibility (CSR). In
this context, SRM encourages organizations to consider the social and environmental
impacts of their risk management strategies. For instance, Islamic financial institutions
are increasingly adopting sustainable investment practices that align with the United
Nations Sustainable Development Goals (SDGs). By integrating ethical considerations
into their risk management frameworks, these institutions can enhance their
reputations and foster long-term relationships with stakeholders (Kasri et al., 2023).

Additionally, the principle of risk-sharing is a defining characteristic of SRM.
Unlike conventional risk management approaches that often lead to the transfer of risk
from one party to another, SRM promotes cooperative risk-bearing arrangements.
Instruments such as mudarabah (profit-sharing) and musharakah (joint venture)
exemplify this principle, as they create partnerships that align the interests of all
parties involved. By encouraging shared responsibility for both profits and losses,
these arrangements not only enhance financial inclusivity but also drive innovation in
business practices, enabling more sustainable economic growth (Kalkavan, 2022).

In summary, the principles of Sharia-based risk management prohibition of riba,
avoidance of gharar, moral accountability, and risk-sharing collectively foster a risk
management paradigm that prioritizes ethical considerations and sustainable
outcomes. These principles not only address the unique challenges posed by the
Islamic economic system but also offer valuable insights for broader applications in
global financial practices, particularly as the world increasingly seeks sustainable
solutions to complex economic and environmental challenges (Kasri et al., 2023).

Applications and Impact

The applications of Sharia-based risk management (SRM) extend across various
sectors, each harnessing the principles of equity, transparency, and ethical
accountability. In the finance sector, Islamic financial institutions have increasingly
adopted SRM practices to ensure compliance with Sharia law while promoting
financial stability and inclusion. For example, the use of Islamic banking contracts such
as murabaha (cost-plus financing) and ijarah (leasing) exemplifies how SRM can
facilitate financing without the pitfalls of interest-based debt. These contracts
inherently involve a risk-sharing mechanism, whereby financial institutions and
clients collaborate to achieve mutually beneficial outcomes. Recent studies indicate
that Islamic banks employing SRM have not only achieved compliance with ethical
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standards but have also reported lower default rates and enhanced customer loyalty,
thus contributing to the overall resilience of the financial system (Ismail et al., 2024).

In the realm of trade and industry, SRM principles play a critical role in contract
structuring and risk allocation. Instruments such as istisna (manufacturing contract)
and mudarabah (profit-sharing partnership) are utilized to create collaborative
business models that enhance mutual benefits while mitigating risks. For instance, in
the construction sector, the istisna contract allows for flexible payment schedules and
shared risks between manufacturers and contractors, which can lead to more
sustainable project outcomes. Additionally, the application of SRM in supply chain
management fosters ethical sourcing and responsible production practices, aligning
business operations with broader sustainability goals. Companies that integrate SRM
into their supply chain operations often report improved stakeholder relationships
and enhanced brand reputation, as they are perceived as socially responsible entities
(Eko et al., 2024).

The impact of SRM is also evident in the agriculture and environmental sectors,
where Sharia-compliant insurance products, known as takaful, provide innovative
solutions for risk mitigation. Takaful operates on principles of mutual assistance,
where participants contribute to a shared pool to protect against unforeseen events.
This model is particularly beneficial for farmers facing risks associated with climate
change, such as droughts and floods. By offering takaful products, Islamic financial
institutions can support farmers in managing risks effectively, thereby promoting food
security and environmental sustainability. According to a report by the Food and
Agriculture Organization (FAO) (2023), regions that have implemented takaful
programs have witnessed a 30% increase in agricultural productivity, demonstrating
the tangible benefits of SRM in addressing pressing global challenges (Amriyah et al.,
2024).

Furthermore, the contributions of SRM to the Sustainable Development Goals
(SDGs) cannot be overstated. By promoting social equity, reducing environmental
risks, and encouraging ethical investments, SRM aligns closely with multiple SDGs,
including Goal 8 (Decent Work and Economic Growth) and Goal 13 (Climate Action).
For instance, wakalah (agency) contracts are often designed to finance sustainable
projects, enabling investors to contribute to environmental stewardship while
achieving competitive returns. Research indicates that investments structured around
SRM principles tend to exhibit greater alignment with sustainability metrics, resulting
in positive social and environmental outcomes (Izaty et al., 2024).

Contribution to Sustainable Development Goals (SDGs)

SRM aligns with SDGs by promoting social equity, reducing environmental risks,
and fostering ethical investment. For example, wakalah and mudharabah-based
investment structures encourage shared prosperity and environmental stewardship
(Alifia & Fakhriah, 2024).

Sharia-based risk management (SRM) plays a crucial role in advancing the
Sustainable Development Goals (SDGs) established by the United Nations,
particularly in promoting social equity, environmental sustainability, and economic
resilience. By aligning its core principles with the objectives of the SDGs, SRM offers a
robust framework for addressing contemporary global challenges. One of the salient
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features of SRM is its emphasis on social justice, which is inherently embedded in
Islamic financial practices. This focus on equity directly contributes to Goal 10:
Reduced Inequalities, as SRM promotes financial inclusion by providing access to
financing for underserved populations, including small and medium-sized enterprises
(SMEs) and agricultural producers (Yunus et al., 2024).

Moreover, SRM facilitates partnerships that enhance community development,
which is aligned with Goal 17: Partnerships for the Goals. By encouraging
collaborative financing models such as mudarabah and musharakah, SRM fosters
shared responsibility among stakeholders, enabling them to pool resources and share
risks. This collective approach not only empowers local communities but also
stimulates economic growth by creating job opportunities and enhancing the
livelihoods of individuals and families. For instance, research indicates that businesses
utilizing SRM principles to engage in community-oriented projects have experienced
a 25% increase in local employment rates, demonstrating the tangible benefits of
ethical investment strategies (Fahad & Bulut, 2024).

In the context of environmental sustainability, SRM significantly contributes to
Goal 13: Climate Action. The integration of Sharia-compliant financing mechanisms
into environmental projects, such as green sukuk, enables investments in renewable
energy and sustainable infrastructure. These financial instruments are designed to
mobilize capital for projects that mitigate climate risks and promote sustainable
resource management. A report by the Global Islamic Finance Report (2023) highlights
that the issuance of green sukuk has doubled over the past three years, reflecting a
growing recognition of the importance of aligning financial practices with
environmental objectives. Such initiatives not only support climate resilience but also
encourage the transition to a low-carbon economy (Alifia & Fakhriah, 2024).

Furthermore, SRM directly influences Goal 12: Responsible Consumption and
Production by promoting ethical business practices that prioritize sustainability. The
principles of SRM encourage organizations to adopt environmentally friendly
practices in their operations and supply chains. For example, Islamic financial
institutions are increasingly implementing sustainability assessments for their
investments, ensuring that projects meet rigorous environmental and social standards.
This commitment to responsible investment not only enhances the credibility of
Islamic finance but also contributes to a more sustainable global economy (Yunus et
al., 2024).

In conclusion, the contributions of Sharia-based risk management to the
Sustainable Development Goals are multifaceted and significant. By fostering social
equity, promoting environmental sustainability, and encouraging responsible
business practices, SRM presents a viable pathway for achieving the SDGs. As the
global community continues to grapple with pressing challenges such as inequality
and climate change, the relevance of SRM in creating sustainable economic
frameworks will become increasingly paramount. Future research should explore
empirical case studies that highlight successful SRM implementations in different

contexts, further illustrating its potential to drive progress toward the SDGs (Yunus et
al., 2024).

Challenges and Opportunities
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Sharia-based risk management (SRM) presents numerous advantages. However,
it also faces a range of challenges that must be addressed to maximize its potential in
fostering sustainable economic practices. One significant challenge is the lack of
standardization in the interpretation and implementation of Sharia principles across
different jurisdictions. The diversity in Sharia interpretations can lead to
inconsistencies in risk management practices, which may create confusion and
mistrust among stakeholders. For instance, varying interpretations of what constitutes
acceptable risk-sharing arrangements can hinder the development of uniform
products, limiting the scalability of SRM initiatives. Standardizing Sharia-compliant
financial products and practices could help mitigate these issues, facilitating broader
adoption and enhancing investor confidence (Julia et al., 2024).

Another challenge is the limited awareness and understanding of SRM among
potential stakeholders, including businesses, investors, and policymakers. Many
individuals and organizations remain unaware of the benefits of Sharia-compliant
financing and risk management practices, which can lead to underutilization of
available resources. Educational initiatives aimed at raising awareness about the
principles and applications of SRM can play a vital role in addressing this gap. By
fostering a deeper understanding of how SRM can contribute to sustainable
development, stakeholders may be more inclined to adopt these practices.
Collaboration with academic institutions, industry associations, and regulatory bodies
could further enhance the dissemination of knowledge regarding SRM and its benefits
(Amriyah et al., 2024).

Despite these challenges, there are significant opportunities for the advancement
of SRM, particularly in light of the growing demand for ethical and sustainable
finance. The global shift towards sustainability has created an environment where
Sharia-compliant financial products can thrive, as they inherently align with the
principles of responsible investing. Recent trends indicate a surge in interest in
sustainable investment options, particularly among millennials and socially conscious
investors. This demographic shift presents an opportunity for Islamic financial
institutions to innovate and develop new products that cater to the growing demand
for sustainability-focused investments (Elamin, 2023).

Additionally, the increasing integration of technology in finance, often referred
to as fintech, offers promising avenues for enhancing SRM practices. The use of
blockchain technology, for example, can improve transparency and traceability in
Islamic finance, thereby addressing concerns related to risk-sharing and ethical
compliance. Moreover, fintech solutions can facilitate the development of platforms
that connect investors with Sharia-compliant projects, streamlining the funding
process and reducing transaction costs. By embracing technological advancements,
Islamic financial institutions can enhance their operational efficiency and better serve
their clients' needs (Suryono, 2023).

4. CONCLUSION AND RECOMMENDATION

This study underscores the vital role of Sharia-based risk management (SRM) in
promoting sustainable economic practices that align with the principles of justice,
equity, and ethical accountability inherent in Islamic finance. By systematically
reviewing the applications and impacts of SRM across various sectors, including
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finance, trade, agriculture, and environmental sustainability, this research highlights
its contributions to the Sustainable Development Goals (SDGs), particularly in
enhancing social equity, fostering economic resilience, and promoting responsible
consumption. Despite the challenges related to standardization and awareness, the
opportunities for SRM are promising, especially in the context of the growing demand
for ethical finance and the integration of innovative fintech solutions. As stakeholders
increasingly recognize the strategic importance of aligning financial practices with
sustainability objectives, SRM stands poised to play a pivotal role in driving progress
toward a more equitable and sustainable global economy. Future research should
focus on empirical case studies that further illustrate the effectiveness of SRM in
diverse contexts, providing actionable insights for practitioners and policymakers
committed to advancing sustainable development through ethical financial practices.
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