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Definition and Scope of Islamic Industry




What is Islamic Industry?

Any forms of business
activitiesin the goods
manufacturing or
provision of services
sector to meet the
needs of consumers
based on Islamic
principlesbothin
process and outcome.

*) There has been no exact definition of Islamic industry. Hence, the definition above isflexible
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Scope of Islamic Industry

Extractive, agriculture Enphasizes the
Except for those and livestock farming, business process that
contravenes Sharia law trade, manufacturing, should follow the Islamic
service values and law

E\ B ediRs Ree0 imEXagHie s Ha A ingUsE ¥ Rope. Hence, the scope of Islamic industry theory
may

ange along with the development of Islamicindustry.



Islamic Business Process
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Islamic Business Process*

=~ S~

| eHalalor  Higher * Halal

sharia- quality, certification,

compliant separated no fraud in

input, Islamic from haraam distribution or

financing, material, sales,

animal labor welfare, expand

welfare (for Islamic market

livestock slaughtering among

farming), etc. method (for Muslim
livestock community,
farming), etc. etc.

. J \ J \ y,

Evorj SR osoIfa i St e Brageaabieory. Hence, the Islamic business
processtheory may change along with the development of Islamic industry.



Halal Product
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Halal Product
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Halal Product

According to FAQ there are 3 criterions for use of
the term Halal (for food and beverage):

/ -

- Saughtering o

Evony Silvino Violita/Universitas Indonesia/2016



Halal Product

Lawful Food Saughtering Preparation, processing,
NQ. pigs, dogs, snakes, Should bemuslim,  packaging, transportation,
monkeys, donkeys, animals are alive, and storage

carnivorous animals, state “Bismillah”, NQ contain prohibited

birds of prey, pests, sharp devices, lawful  (haraam) things, using
animals not saughtered  accordingto Sharia  appliance or facility that was
accoraing to sharia not free from anything
intoxicating plants, unlawful accordingto
alcohalic drinks, all food Sharia. Should be separated
additives derived from from the haraam items.

prohibited ingredients
eg. pork gelatine
Evony Silvino Violita/Universitas Indonesia/2016 Source: FAO
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Gobal Halal Market
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BENCHMARK

How does global Muslim market compare to the rest of the world?

(2014 est, USE bill}
¢ ®

$1,128 Bn 4798 Bn 4741 Bn 4367 Bn 4336 Bn $238Bn
Glebal wuslim Market Chiria United States I iz Brazil
TOP MARKETS
Top Muslim consumer food '2
expenditure markets (2014 est,, USH i)
Indonesia & 51576
Turksy ° 31097 Halal food markets
Pakistan - 31005 “Tayyab’ cross-over global
Egypt * #TEE opportunity?
Bangladesh ———————@ 462.0) PP Y
lran ———@ $ER D Global crganic food and beverages
Saudi Arabla ———@ 41 market expected to reach $104.5
Nigeria ——@ 3394 hillion in 2015 @ 12 8% crowth/vear
Rusgia ——® #3654 and almost 100% in 6 vears.
ndia ———® 334 2

Source: State of
the Aobal Islamic
Economy Report
205/ 2086,
Thomson Reuters



FOOD TRADE BY OIC COUNTRIES®

What do OIC member countries

import most?

49.5%

Vegetable products
® +— —s @

#1065 Billicn  #74 Billicn
Imports Exports O

HALAL FOOD INDICATOR
Which countries
have the best
developed Islamic
economy for Halal
food?

@ Brazil

“CRITERLE

1. Trade QIC Food Trade Relgtivetoits size

2. Gowerngnece Regulation/Certification require merts
3. fwareness Media/Events

4. BociglFood Frice Index

-

Azerhaijan €3

Jordan 0
Egypt €

31.9%

Food processing manufacturing

® — — 0
#58 Billion  #42 Billion
Imports Exports

(0 e e

B39Billicn  #16 Eillicn
Imports Exports

Latar
I o € Pakistan MEI]EIYSiEI

Cman

United :
Arab Indanesia @.

Emirates

Sustralia €

Source: State of
the Aobal Islamic
Economy Report
205/ 2086,
Thomson Reuters



EBahrain
THE ISLAMIC FINANCE INDICATOR Kuwait Qatar
Which countries have
the best developed © Pakistan

Malaysia
Islamic economy for Sudan @ ﬁan
Islamic finance?

Saudi  United Arab
Arabia Emirates Indonesia €
“CRITERIA[Fromiatotal of 73 select countries)

1. Financial(Size lslamic Finance Assets and Mumber of |slamic Fingrse Institutions);

?. Goverpance [eg. Regulstions for Islamic Fina nce and Disclosure Index Scare);

3. Mwareness [Mumber of related Mews Articles, s lamic Finance Education Institutions, Research papers, and evernts);
4. Socigl Palue of Zakat and Charity and CER Disclosure Index Bcorels

Islamic finance segments Sukuk (Bonds)
current state (2014) 5295

Walue of Sukuk
Dutstandlng LS# bl

COther
Financial Source: Sate of
Instrtutlnns the Aobal Islamic
Islamic $56 Economy Report

Takaful SSS Funds Met asset value 205/ 205,
of Islamic funds
(Insurance) 7 —. - " rstakatul (LS8 bl Thomson Reuters
assets (LUSH il

Islamic Banks

51,346

Islarrm: banking
assets (LUSE Ll




OIC markets clothing /
trade breakdown

(2014, US$ bill) $69 bn

Value-added clothing
exports by OlC countries

$47 9 bn (13% of glohal exports)

$429 bn

Global Imports . Global Exports $36 bn
$33 bn f $6 O bn Value-added clothing trade
0IC Imports O OIC Exports surplus by OIC countriesin
2014
THE FASHION INDICATOR
Which countries France @) ;
© Italy China
have the best _ © Tiiey
developed Islamic
economy for € United
- Arab
? _ :
fashion” Sencol @ @ Burkina Faso Emirates & ori Lok Source: State of
O Touo : ”a _ the Gobal Islamic
Singapare Economy Report
*BRITERIS {From a total of 73 select countries) 205/ 20£,
1. Trade: Clothing Export ta 010 Gountrie s Thommn muters
2. wareness: Mumber of Mews articles & Events

3. Bacial: Clathing Frice s tdex: Labar Faimes s dex



THE TRAVEL INDICATOR
Which countries

have the best

developed Islamic
economy for Muslim

travel?

FCRITERIA [From atotal of 73 select courtries)

L Trade: Irbound Muslim Trave| relative to e Size
2. Governanee: Halzal Friendby Ecogyetem

3 Awareness Media/Events

4 Social: Cortribution to Employment

Selected key players

Airlines

Thai Airline
Singapore Airline
M are ke rational
Airlines of fer Muslim
Meals” (RACRALY

Etihad

Turkish A&irline

M are W lirm market
Airlines have Halal' food
Airport prayer space
Ramadaneernvices
Irflight zudio

Hotels/Resorts
Marrict Internaticnal
Fairmont (Singapore)
My irterrational hotels
offer Halal fooe, Prayer
directinnesmat e

Al Jawhara Hotal [LIAEY
Adenya Resort (Turkay)
Shaza Hotsls (GO
Sofvan Hotel (indanesia)
Dz iy Wl Lieslivm imar ket hed el
offer Halal food, Prayer
directionsfmate, neraleohol
on premize, Prayer moms,
Ramadan services, Gender
bazed swimming

Bahrain

Turkey €F——=

Jordan €3

Saudi Arabia §i

Lnited Arab
Emirates

Latar

Malaysia

Thailand €

64 Singapore &

haldives

Destinations

Andalucia, Spain

Mary intermational destinations
highlight loeal Halal food
optione and Farmiby-friendby
attractions

LAE

Indonesia

Malidives

Malaysia

Turkey

My Wuslim mar ket de st irations
highlight Farmily-friendhy
attractions, aleohol free
erivirermert, Farmilygender
specific beach pptione:

Specialty Muslim
Tourism Companies™
Fuzni Groug Travel
Expert= (GTE)
Serendipity Tailormade
(LK

Framium Eurcpe AG
Andalusia Routes

Haliday Bosnia
“Therned travel packages

Digital Guidesf/Ratings™

HalalTrip.com
HalalBooking com
irBal.com
CrescentRating

“lrelude zpecialized guides,
review s, destination profiles
and ratings, thered trawvel
packages

Source: State of
the Aobal Islamic
Economy Report
205/20%6,

Thomson Reuters



Pharmaceutical manufacturing trade value
of OIC* member countries (2014 Usg bill)

S526 bn

Globallmports

$34 bn

OIC Impoerts f @

“ Only for pharmaeeutical manufacturing sectors

HALAL PHARMACEUTICAL INDICATOR
Which countries have the

best developed Islamic
economy for Halal
pharmaceuticals 7
8& cosmetics?

=CRITERIA (From a total of 7 2 select countries)

1 Trade: Pharma & Cosmetics exports to QIC relative to country size
2. Gowernance: Regulation Certification requirements

2 Awareness: Medis/Events

4. Zocial Pharma & Cosmetics Pricing Index

7 $514 bn

Global Exports

S4 bn

OIC Exports

Saudi Arahia

LLnited Arab

i Emirates

Pakistan

[ndia
Cman

Yarmen

$34 bn

Pharmaceutical
imports

ber DIC countries

[£.5%% of global imports]

by DIC eountries (Z2014)

Singapore

Malaysia

[ndonesia

Source: Stateof
the Aobal Islamic
Economy Report
205/20%6,
Thomson Reuters



ﬂil Cangda

€3 United States

United Kingdom £

France &)

THE MEDIA & RECREATION INDICATOR

) Germany

€) Lebanon

*CRITER (From a tetal of T select countrigs)

L Supphy drivers relative to courtry size (Recreation
exports to 010

7 Bwareress (Number of Mews Articlesand events)
2 Social (Intermet aceess Index)

India €8 .
Bafrain Singapore

; Z United Arab
Which countries have the best Emirates
developed Islamic economy Australia €
for media?
Selected key players
Online InformationfApps Print (news, TV E Radio Music/Nasheed Film
Aquila Style (Singapore) magazine, books]  'Omar’ Ramadan Series Awakening Records Praphet Muhammad
urme (US4 Ala Turkey) (MBC) Maher Zain [pbuh] Mavie, Alnoar
Froductivelduslim (anlinef Horizon (USA) IslamChannel [k} SamiYusuf Holding (Qatar)
global} Mluallim {Incia) The 99 (Kuwait) Mative Deen Selam (Trukey)
Zabihah com (online/glakal) Raihan Kazan Internaticonal

A-Kanz (France)

tluslim Film Festival

Source: State of
the Aobal Islamic
Economy Report
205/20%6,
Thomson Reuters
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Halal Standard and Certification




Mainstream Food Sector Regulatory Framework

International accreditation organizations _
Peer reviews

Accreditation bodies

Mot yet funcrioning n halal secior. hence

Auditing & certification bodies o supervision of certiication budies

D D D 2

Customers and product end-users




Variationsin Regional Halal Regulatory

Regional variations in global halal market

Multicultural Muslim majority
(e.g. Malaysia, Singapore) (e.g. GCC countries)

* Mixed religion & culture * Traditional Muslim majority * Immigrant Muslim minorities
* Well-established Muslim population * Political sensitivity
presence * Halal low priority - assumed » Halal as identity
* Pioneered standards & to be halal S e
certification * Primarily consumers o .
*High industry interest
* Consume & produce * Exporters target market o
o * Multinational headquarters
* Multinational presence * Slow to develop standards
. . . ) * Consumer awareness
* Local SMEs & microenterprises * Political support starting . .
o o * Marketing expertise
*Halal as economic driver * Multinational presence
- . . * Innovation & creativity
*Halal as political platform * Developing local industry

* Global influence



Issues in Halal Standard and Certification

X Manufacturers & Exporters

1 Thelack of aninternational
framework to ensure halal integrity
complicatesthe manufacturersand
exportersin deciding whether they
access export marketsor servethe
local Muslim community.

2. Pressurefor aregulatory framework
that can carry the halal market to
line- up with the mainstream food
industry normative procedures. The
difficulty is partly due to lack of clarity

about to whom industry players must
Evo%"ﬁm_o Violita/Universitas Indonesia/2016

X Gonsumers
1 Muslim consumer power is just

2.

starting to be arecognizable
market force - consumer as a
key component in the value chain
Growing awareness among halal
customers that they represent a
powerful market that crosses
geographical, racial, and cultural
boundaries.



Issues in Halal Standard and Certification

XIndustry

1 National halal certification boards operating in Southeast
Asia, such as MU, have to date not felt any needsto be
accredited by their national accreditation board

2. Sanitary and phytosanitary measurement to protect:

- Human or animal health from food- borne risks

- Human health from animal- or plant- borne diseases

- Animals or plantsfrom pests or diseases

Evony Silvino Violita/Universitas Indonesia/2016



Issues in Halal Standard and Certification:
Farm-to- Fork Meat Standard

CURRENT ISSUES

- Animal feed
+ Animal welfare

= Many standards - Conflicts of interest « Leadership vacuum
- Lack of oversight - Regional competition - Fraud

+ Animal handling « Machine vs hand » Non-dedicated
= Stun vs non-stun ~ Lack of training lines

+ Contamination with - Insufficient training + Lack of innovation
non-halal - Low quality - Sourcing ingredients

= Lack of consumer trust « Confusing logos
= Lack of [abelling guidelines « Lack of innovation

= Lack of research = Poor marketing strategies
= No global brands = Lack of consumer habits
- Risk of contamination
+ Mixed storage « Lack of logistics standards

* Problems sourcing halal - Gelatin & alcohol issues
ingredients. - Towic additives

- Sourcing quality halal products Fici ket lodk
~ Lack of management buy-in : il £

« Customer confidence = Insufficient consumer
- Poor customer communications knowledge

COMING TRENDS

~Viegetarian feed - Antibiotic free * Humane

Farm & rearing

» Organic = Matural rearing = Sustainability
Standards & - Unified standards - Regulatory frameworks
certification * Accrestation of hay cenfeaton Eocer « Mutual recognition
= Hand slaughter - Humane handling
Slaughter - Non-stun - Dedicated lines
Processing & - Original Halal concept - Higher gquality - Integrated supply chain
manufacturing from the ground up * Product innovation = In-house training
- - Full disclosure - Accredited logos
Labelling - Labeling guidelines
- : - Informed research - Halal-focused marketing
Marketing & branding ) ing brands e s
Loqists - Dedicated transport - Port-to-port protocols - Track & trace
afldles - Dedicated storage - Logistics standards technologies
Ingredients & additives :\I-Eg::m origin ingredients :Red_u;ed mmﬁs& colourants
. - Dedicated stores/sections - Promations
Wholesale & retail B e SBriTr -
Customer relations * Social media campaigns - Transparency & integrity

- Building brand loyalty - Increased consumer power
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"OAllah, | seek Your protection from useless knowledge, from a
heart which is not disposed'to fear You, from insatiable desire,
from aprayer which is not answered and | seek Your protection

Evony Sivino Violita/Univgestial thegoassard@ifs” (HR Abu Daud)



Sources

X Sate of the GQobal Isamic Economy Report 205/ 205,
Thomson Reuters
X Genera Quidelinesfor Use of the Term “Halal”, FAO

Evony Silvino Violita/Universitas Indonesia/2016
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