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ABSTRACT

Business is a reflection of human behavior, as advised by Ummar RA, that we do not know someone before
we do it; journey (travel), muammalah (business), and amanah (trust). Business as part of muammalah that
must be fulfilled by every Muslim based on ethical and sharia guidelines, using a qualitative approach, this
research reveals the behavior of family companies in managing their business based on Islamic ethical
values. This research discusses the object of this research, raising justice as the main ethical value that
drives all management’s strategic choices in running a business and is able to explain the objectives that
exist from various ethical points of view and sharia demands, the management of Karnevor Culinary
Indonesia raises one consistent behavior, namely justice.
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BACKGROUNDS

Islam provides space for its adherents to carry out business activities (production, distribution,
financing/capital, trading) and does not prohibit this, more than that business activities carried out can be
part of worship if carried out in accordance with sharia (Aravik, et al. 2023 ). Islam places trading activities
in a very strategic position in the midst of human activities that earn a living and worship (Hastuti &
Anggara, 2017). As a form of worship to God, every business activity that is carried out must not be harmed
by fraudulent behavior; lie to gain short-term gain, usury, or risk-free profit making.

One of the principles of figh in business activities (muammalah) that is commonly understood is ‘everything
is originally permissible (mubah), before there is evidence prohibiting it’, however “freedom” here does not
mean without limits and free from responsibility (Prasetyo & Pratiwi, 2016). Islam provides instructions that
in business activities there must be a harmonious relationship, mutual pleasure, and no elements of
exploitation and fraud. Islam provides guidelines for transparent, trustworthy and responsible ethical
business fundamentals that demonstrate integrity and fairness for consumers and other stakeholders (Al-
Nashmi & Almamary, 2017; Crossan, et al., 2013) and refers to applied ethics that related to the moral
principles behind the operations and arrangements of business transactions that occur (Shamsudin et al.,
2010). Thus adherence to ethics in business activities can help improve the standards of behavior and life of
producers and consumers, ethics in business seeks to recognize the relationship of actions for the good of
individuals, companies, business communities, and society (Yesil & O. D, 2012).

Driscoll et al (2019) and (Pirson et al.,, 2017) believe that honest and fairness behavior, and an
understanding of ethics, is largely dependent on the individual’s basic principles and values. Likewise with
the findings of Trevifio et al. (2006) and Wang & Hackett (2016) who consistently show that values playan
important role in shaping an individual’s personal and professional ethos, and ultimately, their decision-
making and behavior in a business context. How business decisions are significantly shaped and influenced
by these individual ethical and value choices tends to be practiced by family-owned corporate organizations
(La Porta, Lopez-de-Silanes, and Shleifer, 1999), differing from their non-family counterparts in their desire
to behave ethically. (Blodgett, Dumas, & Zanzi, 2011; Adams, Taschian, & Shore, 1996; Yusof, Mohd Nor,
& Edward Hoopes, 2014), although there are some well-known examples of family firms whose behavior
was highly unethical, most research results show that family companies have a tendency to maintain ethical

Page 1492
www.rsisinternational.org


https://www.rsisinternational.org/journals/ijriss/
https://www.rsisinternational.org/journals/ijriss/
http://www.rsisinternational.org/
https://dx.doi.org/10.47772/IJRISS.2023.701115

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (1JRISS)
ISSN No. 2454-6186 | DOI: 10.47772/1JRISS |Volume VII Issue X October 2023

5, >
¢ RSIS ~

behavior, this also includes the protection of stakeholders against ethical attitudes that must be shown by the
company (Marques et al., 2014; Cruz et al., 2014).

Buren et al (2020) conclude that this behavior is closely related to the fact that in family businesses, family
ownership adds an additional layer of control, namely family identity. Family owners invest in maintaining
the family’s reputation, thus giving them more motivation and commitment to oversee their business,
ensuring alignment with family values and goals, often even beyond financial gain (Cennamo et al.,
2012). Olson et al. (2003) argue that it is because of such managerial choices that family firms adhere to the
stigma of values-driven organizations, with their core values originating and reinforced by family owners
and the business system (Distelberg & Sorenson, 2009), and sometimes — as shown by recent scholars — the
third domain: religion or spirituality (Discua Cruz, 2013; Paterson, Specht, & Duchon, 2013; Kellermanns,
2013; Sorenson, 2013). As stated by Al-Nashmi & Almamary (2017) and Crossan, et al. (2013) who argue
that business ethics in Islam is openness, trust and responsibility which shows integrity and justice, all of
which are applied directly by business owners as policy holders and implementers as stated by Driscoll et al
(2019) and (2019). Pirson et al., 2017), this follow-up research will try to review how the process of
internalizing religious values and motives (ethics and muammalah) in family companies is carried out and
institutionalized, as well as efforts to seek financial profits? With the aim of explaining the process of
internalization of religious values and motives (ethics and muammalah).

LITERATURE REVIEWS

Ethics is the main part of philosophy that addresses issues of value or quality. Ethics discusses the analysis
and internalization of abstract concepts, such as; right and wrong, good and bad, and responsibility. As
quoted from Aravik (2020), ethics as a guideline in community groups will be able to guide and remind its
members to stay within the ethical corridor, regarding things that must be obeyed and carried out. Ethics is a
theory that talks about the good and bad values of human behavior, as far as reason can determine. There are
fundamental differences regarding ethics and morals, ethics are more theoretical and talk about how things
should be, while morals are more practical in nature which talk about a behavior being carried out. Ethics
does more research, thinking, and considering what is good and bad (Aravik, et al. 2023), whilemorals
are a good measure of human action in certain social units (Hulaimi et al., 2017).

Business ethics is a tool used in exchange transactions to fulfill obligations (Hashim, 2012). Business ethics
apply universally (Musa et al., 2020) and are used as business competition controllers so that they are on the
path of good business values (Sampurno, 2016). Islam is a perfect teaching that always points to the straight
path and does not just let someone work as he pleases to achieve his desires by justifying everything such as
committing fraud, fraud, perjury, usury, bribery, and other vanity acts. On the other hand, Islam provides
limits or dividing line between what is permissible and what is permissible and what is not, what is right and
wrong and what is lawful and unlawful. This boundary or dividing line is known as ethics.Behavior
in doing business or trading is also inseparable from the existence of moral values or business ethical values.
Business people must integrate the moral dimension into the framework/scope of business Business ethics
in Islam has been contained in Islamic business law known as mu’amalah. Economicactivities that
aim to meet the needs of human life have specific rules, namely rules in terms of buying and selling (ba’iy),
investment (Murabaha), business cooperation (musyarakah), using collateral (rahn), transferring debt
(hiwalah) and many types of other transactions. A Muslim’s business ethics is formed by faith which is his
way of life, which provides basic norms to build and foster all muamalah activities. A Muslim is required by
his beliefs to be a pious and moral person, trustworthy, knowledgeable, capable, intelligent, careful, thrifty,
diligent, diligent, and determined to work as well as possible to produce the bestin the form of maslahah
and falah (Idri, 2015) .

More than that, Islam values people who work hard as ethical values towards itgan and falah which
bring happiness in the world and the hereafter (Cahyono & Hakim, 2020). Therefore, in every business
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activity, the ethical aspect is a fundamental thing that must always be considered, for example doing
business well. This is based on faith, piety, noble character, honesty, trustworthiness, power, expertise,
professionalism, and comfortable wages. It’s the same as not cheating, not robbing, not neglecting anything,
not being arbitrary (proportionate), and not doing work that is contrary to God’s law (Idri, 2015).

RESEARCH METHODOLOGY

The research method used in this study uses qualitative methods. The research approach used is a case
study. Meanwhile, the data sources processed in this research are primary data and secondary data. Primary
data will be collected through the method of observation and interviews with respondents using modules and
a list of questions that have been prepared, besides that the researcher is also actively involved in several
managerial activities of the respondents to be able to get a comprehensive picture of the condition of the
respondents. The main respondents in this research are the management of PT Karnevor Kuliner Indonesia;
financial manager, operational manager, and managing director. While secondary data will be collected
from documentation and other supporting data, such as statistical data from similar industries or relevant
research theories and results to be used as analytical tools. Data analysis in this study refers to the model of
Miles and Huberman (2007) using the Muammalah Figh approach as an analytical tool to understand the
context of Islamic business ethics adopted by respondents. The Miles and Huberman analysis model is as
follows;

Conceptual Framework

—
Data Collecting Data Disclosure
Data Verification/
Reduction |+ Conclusion

Figrue 1. Conceptual Framework
The researcher must be prepared to move between 4 main processes:
1. Data Collection

In contrast to quantitative data analysis, where the analysis process is carried out after going through various
grouping and categorizing procedures, in qualitative research the data analysis process can occur
simultaneously with data collection. Qualitative data that ‘interact’ with researchers directly in the data
collection process is a distinctive part of a qualitative research.

2. Data reduction

This stage takes place continuously as the implementation of the research takes place. Intended to further
sharpen, classify, direct, remove data that is not needed and organize it.

3. Data Presentation

Presentation of data is a set of structured information that gives the possibility of drawing conclusions and
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taking action. By paying close attention to the presentation of data, it is easier for researchers to understand
what happened and what to do. The form of data presented can be in the form of charts, brief descriptions,
graphs, charts or tables.

4. Drawing Conclusions/Verification

Based on the data that has been reduced and presented, the researcher draws conclusions that are supported
by strong evidence at the data collection stage. The conclusion is the answer to the formulation of the
problems and questions that have been expressed by the researcher from the start.

DISCUSSION

An overview for Karnevor Kuliner Indonesia, LLC

Karnevor Kuliner Indonesia, LLC is a business engaged in the food and beverage sector, which is located in
Surabaya, East Java. Unlike other food and beverage companies, Karnevor Kuliner Indonesia is a pioneer in
the home service sector. This means that Karnevor Kuliner Indonesia, LLC serves the sale of food menus
that are delivered to the house and can be cooked at home. So customers can enjoy the sensation of cooking
together without having to leave the house. Karnevor Kuliner Indonesia, LLC’s menus include raw and semi-
finished food ingredients, such as steaks, short plates, sliced meat, vegetables, mushrooms, and various types
of sauces and condiments. The main activities in operations are divided into two, namely, production and
marketing. Partnership-based marketing activities are divided into two models, namely dine- in and reseller,
for resellers it is further divided into two models, direct resellers and agents/distributors who are referred to
as stockists, for more details, here is the chart;

Figure 2. Design Business Model

Reseller »| Retail
_vHome Service
Karnevor
Stockist »Reseller —— Retail
1 Meating Point

Dinelh |—» .
(dine in concept)

Source: results of data processing researchers

Business Ethics Practice

Fauzia (2013) formulates several forms of business ethics that refer to the Koran, some of which are;
e Trust (Al-Amanah)

In business activities should put a good sense of trust from sellers to consumers, consumers to sellers,
business people to employees. In this case it has been regulated in the Al-Quran. Q.S Al-Bagarah (2) verse
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283:

“And if you are on a trip and you don’t get a writer, then there should be collateral held. However, if some
of you trust some others, let that trusted person fulfill his trust (his debt) and let him fear Allah, his Lord.
And do not hide testimony, because whoever hides it, verily, his heart is dirty (sinful). Allah is All-Knowing
of what you do.”

e Getting things done in a fair way (Al-Hukm bi Al-Qist)

If there is a dispute at work, or when consumers buy from sellers, it should be resolved in a fair manner. In
this case, it has been explained in the Qur’an Q.S Al-Ahqaf (46) verse 19:

“And everyone gets a level according to what they have done and so that Allah will fulfill their deeds and
they will not be harmed.”

e Justice and Truth (Al-Adalah)

In business activities, they should behave fairly, do good deeds, and give rights to relatives, and not commit
heinous behavior, evil, and commit violence between humans, both from business actors to employees,
business actors to business partners, sellers to buyers. The verse of the Qur’an has explained in Q.S AnNahl
(16) verse 90:

“And complete the measure when you measure, and weigh it with the right scales. That is more important
(for you) and better consequences.”

e Prohibition of taking human property in a vanity way (Man’u Akl Amwal Al-Nas bi Al-Batil)

In business activities, it is forbidden to carry out false activities such as usury, ghashab, stealing, betrayal,
giving false testimony, denying the truth. In the verses of the Al-Qur’an it has been explained in Q.S An-
Nisa’

(4) verses 29-30:

“ O you who believe, do not eat each other’s wealth in a vanity way, except by way of trade that applies
with your likes. And do not Kill yourselves; verily Allah is Most Mercifulto you. And whoever does this by
violating rights and being persecuted, then we will later put him in hell, which is easy for Allah.”

e Prohibition to do falsehood

In business activities, do not do false things, and do not confuse falsehood with the truth. And it has been
explained in the Qur’an Q.S Al-Bagarah (2) verse 42:

“And do not combining the truth with falsehood and (do not) hide it, while you know it.”
e Work (Charity)

In this case the Prophet Muhammad was ordered to convey to his people that when working they should be
in accordance with the potential and inclinations of each. Everyone is welcome to work according to their
own character, character, will, and inclination.

The Al-Quran has explained in Q.S Al-Isra ‘(17) verse 84:

“Say (Muhammad), “Everyone acts according to his own character.” Then your Lord knows best who is
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more righteous in his way.

¢ Balanced (Al-Tawazun)

If you have reached the predetermined profit target, business people should do zakat, and not do anything
that goes beyond the limit such as waste. And this has been determined in Q.S Al-An’am (6) verse 141:

“And it is He who makes the gardens which are crowned and which are not crowned, the palm trees are
plants of various fruits, olives and pomegranates that are similar (shape and color) and not the same (taste).
Eat from its fruit (of which there are various kinds) if it is fruitful, fulfill its right on the day it reaps the fruit
(by giving it to the poor); and do not exaggerate. Verily, Allah does not likesuperfluous person.”

¢ Kindness (Al-Birr)

In business activities, mutual help is the foundation for building harmonious relations between community
entities. Because, please help reflect behavior that benefits others. In addition, if the work is done in mutual
cooperation with one division, the work will be completed quickly. In this case it has been described in

Al-Qur’am Q.S Al-Maidah (5) verse 2:

“O you who believe! Don’t violate the symbols of the sanctity of Allah, and don’t (break the honor) of the
sacred months, don’t disturb hadyu, and galaid and don’t disturb people who visit the baitulharam; they seek
bounty andthe pleasure of his Lord. But when you have finished ihram, then you may hunt. Don’t let your
hatred for a people because they hinder you from the Masjidil Haram, pushing you to do beyond the limits.
And help you in doing good and piety, and do not help in sin and enmity. Fear Allah, indeed Allah is very
severe in His torment.”

Correspondence with Management

Our discussions and interactions with Karnevor’s management team during the data collection process were
really interesting, we discussed many things, starting with what is the business model? The risks faced by
management, the worldview of the business? How he views the constellation between family, business and
religion. Some of the excerpts of our discussion are summarized and reviewed, as follows;

How does this Karnevor run its business?

“Our sales product is a home service system, so we also rent grilling tools, there we use a deposit, that is a
form of our trust in consumers, so we minimize the loss of tools, then if there is damage, it will be deducted
from the deposit.”

Trust, between the customer and the company is not just built on a void, there is a kind of financial
guarantee for the company that must be fulfilled by the customer when the company’s assets in the form of a
grill are lent as part of a business process. This of course does not contradict the Qur’an’s view on doing
business, as taken from the quote in the previous paragraph, regarding God’s commandment in surah al-
Bagarah verse 283. Of course, guarantees or rahn in the treasures of figh are also not new, as the Prophet
once guaranteed clothes his war to be in debt to a Jew.

Furthermore, Karnevor’s management added,

“Although not well structured in company regulations, we always try to be fair to all colleagues, investors
and employees by trying to fulfill work contracts and rights that we have mutually agreed upon.”
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“We try our best to be fair to anyone, be it co-workers, employees or consumers”

“We produce the product according to a predetermined measure, so if for example the US shortplate product
weighs 500 grams, if during the production process the weight cannot be 500 grams just right then we will
always add 10-20 grams per pcs, so instead of reducing it, it will increase it.”

Fairness/ Justice is a conspicuous value construct in the carnevore business management process. Fair is
defined as an act that prioritizes/prioritizes the rights of others, is balanced in attitude, gives equal rights
according to the measure, and fulfills the rights of Allah ta’ala (Hosen, 2008; Shihab, 1999). This is also
reflected in several other statements made by Management;

“An example of a form of justice for business partners is the stipulation of payment of bills in accordance
with the MoU, namely H + 1 after receipt ... there is one partner that | gave dispensation for payments not
in accordance with the MoU but in accordance with the ability to pay”

“We always hasten the payment of debt bills that are due, if the bill falls but the financial division has time
off, then the debt is paid one day before, so we never cancel debts to vendors”

“For wages to employees to be paid according to the mutually agreed time, we also never postpone the
payment of employee salaries, I take our example when going on Eid holidays, on the first of the admins it’s
time for payday but Karnevor.id has Eid holidays on the 28th, then the salary we pay at the end of the date
they entered. And it should be like that instead of delaying payment of salary when it comes to work “

Providing convenience to debtors for debt payments and prioritizing debt payments to vendors and
employees is a representation of fairness shown by management, this is as ordered by the Prophet
Muhammad,;

“Give workers their wages before their sweat dries up” (HR. Ibn Majah).
“Delaying the settle down of obligations (for those who are able) is tyranny” (HR. Al-Bukhari & Muslim)

Ja’far bin Muhammad Rahimahullah said, “If something comes to you from your brother that you deny,
then give him an excuse of up to 70 excuses. If you don’t get an excuse, then say, “Maybe he has an excuse
that I don’t know about.” (Reported by Al Baihaqi in Syu’abul Iman no 8344

Fulfilling God’s rights by doing His commands and staying away from His prohibitions is another form of
fair behavior embodied by Management, including among others; avoid business from usury practices,
ensure that the products sold are halal products, and fulfill zakat payments.

“The net profit target that I set in the budget for last year was 5%. And in my opinion, the predetermined
margin does not include usury because according to my understanding in the Qur’an, if not greetings in
surah Al-Bagarah verse 275 which explains that Allah has permitted trading and Allah has prohibited usury.
The Prophet also once said, which means more or less like this “profit is the reward for the readiness to bear
the loss”. So from there we are of the opinion that the profit from buying and selling is lawful, as long as the
sale and purchase are carried out in accordance with sharia; it’s not illegal, it’s fully controlled (not
dropshiping), the transactions are not gharar, yes, thank God, so far all the transactions that we have made
with our partners have been carried out under valid contracts.”

“Looking for vendors who ensure their products are halal, use halal products, do not use ribawi financing
via banking, we prefer to use sharia contracts such as buying and selling/murabahah, always trying to pay
zakat every year, giving alms, joining the Muslim entrepreneur community, maximizing worship as an
individual as best as possible. We believe that if the prayers are taken care of, God willing, we will take care
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of our efforts.”

Fairness, which is the main ethic, then becomes other forms of ethical goodness which are the construction
of management values and awareness, as the following management quote;

“We are a family business, from the beginning we also agreed to always share. We share in the form of
sharing mukenah, sarongs, koko clothes, and money to our neighbors, then if we donate to our relatives to
our nephews, whereas if we go to our parents every year we have a holiday with our family, that’s one way
to make them happy. ”

From the many opportunities to discuss and understand how management divides profits, decides prices for
resellers and partners, shares responsibilities, and business risks, the author comes to understand that the
main construction of ethical values built into Karnevor Kuliner Indonesia, LLC’s business is ethics about
justice, of course this justice is in the realm of Islam which is driven by religious orders; stay away from
usury, prioritize the rights of others (vendors, employees, partners), be informative, not manipulative, and
please each other.

Another interesting finding in this research is that the upholding of these spiritual ethical values does not
grow solely from one aspect of life, the management team that is the correspondent in this study is a
member of a Muslim family, where they all intensely and interact and live according to Islamic guidelines;
praying five times a day, giving alms, zakat, wearing the headscarf for Muslim women, is their daily life and
their environment, so that in many ways in business management this ethical-religious concept is very thick
with Islamic nuances. The research results of this study are generally relevant to Marques et al., (2014; Cruz
et al. (2014). Buren et al (2020) that family companies are intensely inclined to maintain their ethical and
moral values and implement them. in business.

CONCLUSION

Karnevor Kuliner Indonesia LLC is a family company that runs its business with ethical principles of justice
based on Islamic values, as written in the Al-Quran and Hadith, this is reflected in the choice of managerial
attitudes, such as; determining partner prices, paying vendors, paying employees, fulfilling investor rights,
deciding on financing models, designing business models and culture within the organization so that the
application of these religious values in the company cannot be separated from daily life and the lives of its
administrators, which are closely related to traditions and rituals as well as Islamic values, so that the
business they run represents the values of life what they believe.
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