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	Abstract

	Halal startups face a dual challenge: securing finance that is compatible with Shariah while building business models capable of meeting sustainability and global-market requirements. This study develops an integrated framework explaining how Islamic finance can support sustainable halal startup growth through circular-economy capabilities and global market readiness. A critical integrative review was conducted on recent peer-reviewed literature published during 2021–2026 covering Islamic sustainable finance, Islamic commercial and social finance, halal small and medium-sized enterprises, digital financial innovation, circular economy, and sustainable entrepreneurship. The synthesis identifies four financing functions—risk-sharing capital, digitally enabled access, integrated commercial–social finance, and green/impact-oriented financing—and links them to four firm-level capabilities: eco-design and resource efficiency, closed-loop value creation, halal integrity and traceability, and digital supply-chain coordination. The proposed Islamic Finance–Circularity–Global Readiness (IFCGR) framework argues that Islamic finance generates stronger startup outcomes when financing architecture is coupled with measurable circular practices, robust Shariah and halal governance, and market-facing digital infrastructure. The framework contributes by connecting previously fragmented streams of Islamic finance, halal entrepreneurship, and circular-economy research. For policymakers and Islamic financial institutions, the findings imply a need to move from collateral-dominant financing toward partnership-based, blended, digitally traceable, and sustainability-linked instruments suitable for early-stage halal ventures.
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1. Introduction
The global halal economy increasingly requires firms to compete not only on religious compliance but also on sustainability, innovation, transparency, and access to international markets. This pressure is particularly acute for startups and growth-oriented small firms, which must finance product development, certification, digital infrastructure, supply-chain traceability, and market expansion before stable cash flows are established. Conventional startup finance may provide speed and scale, yet it does not necessarily address Shariah compliance, equitable risk sharing, or the broader social and environmental objectives embedded in Islamic economic thought. Islamic finance therefore offers a potentially distinctive financing architecture for halal ventures because it combines contractual discipline, asset linkage, risk sharing, ethical restrictions, and social-finance instruments. Recent scholarship on Islamic sustainable finance confirms that sustainability, investment, Islamic banking, and the Sustainable Development Goals (SDGs) have become increasingly interconnected research streams (Aziz et al., 2026).
The sustainability dimension is no longer peripheral to Islamic finance. Ammar et al. (2023) propose a sustainability performance index for Islamic banks that explicitly incorporates stakeholder perspectives and Maqasid al-Shariah, while Jan et al. (2023) show that Islamic corporate sustainability practices aligned with the SDGs can be positively associated with financial performance in Malaysian and Indonesian Islamic banking. These findings are important for entrepreneurial finance because they imply that Shariah-compliant financial institutions can evaluate value creation beyond short-term profitability. In parallel, Raimi and Bamiro (2026) argue that Islamic sustainable finance can promote green entrepreneurship in emerging Muslim economies, especially when Islamic financial instruments are mobilized around measurable sustainable-development outcomes.
A second relevant stream concerns the financing gap faced by micro, small, and medium-sized enterprises (MSMEs). In Indonesia, regulatory and institutional frictions can limit financial inclusion between Islamic banks and MSMEs even when both sectors are strategically important for sustainable growth (Saifurrahman & Kassim, 2024). For early-stage halal firms, the problem is magnified by limited collateral, volatile cash flows, information asymmetry, and the costs of halal assurance. Digital financial innovation partially addresses this constraint. Jaiyeoba et al. (2025b) find that e-payment and e-commerce capabilities significantly strengthen the supply-chain performance of halal SMEs, demonstrating that financial technology is not merely a payment tool but an operational capability that can support coordination, traceability, and market access.
A third stream is circular economy research. Circular economy practices seek to narrow, slow, and close material and resource loops through design, reuse, recovery, longer product life, and cross-actor value creation. Empirical evidence shows that circular practices can improve the environmental performance of SMEs, but adoption depends on financing availability, technical capability, stakeholder cooperation, and policy support (Dey et al., 2022; Nudurupati et al., 2022). Circular entrepreneurship also relies on co-creation with suppliers, customers, public institutions, and other ecosystem actors because resource loops generally extend beyond a single firm (Re & Magnani, 2022). Financing is therefore a structural issue: circular business models often require up-front investment in cleaner technology, reverse logistics, traceability, redesign, or reusable infrastructure before the financial benefits are realized (Saarinen & Aarikka-Stenroos, 2023).
Despite the rapid growth of these literatures, an important gap remains. Islamic sustainable finance studies largely focus on banks, capital markets, social finance, or macro-level sustainability; halal business studies frequently examine certification, consumer demand, supply chains, or SME performance; and circular economy studies generally address non-sector-specific SMEs. The three streams rarely converge around the financing architecture of halal startups. This fragmentation creates a practical problem: Islamic financial institutions may have Shariah-compliant instruments but lack a startup-oriented sustainability logic, while halal entrepreneurs may pursue circular innovation but lack appropriate risk-sharing and impact-finance structures.
This article addresses that gap by developing the Islamic Finance–Circularity–Global Readiness (IFCGR) framework. The framework explains how four Islamic-finance functions—risk-sharing capital, digitally enabled financing, integrated commercial–social finance, and green/impact financing—can build circular and halal capabilities that subsequently strengthen startup resilience, legitimacy, scalability, and global market readiness. The study is conceptual and evidence-synthesizing rather than causal; its contribution is to integrate recent findings into a coherent architecture that can guide future empirical testing, product design by Islamic financial institutions, and public policy for halal entrepreneurship.
2. Literature Review
2.1 Islamic Sustainable Finance and Maqasid-Oriented Startup Financing
Islamic finance has traditionally been distinguished by prohibitions on riba, gharar, and maysir, together with requirements for lawful underlying activities and contractual clarity. In sustainability-oriented applications, these rules are increasingly interpreted alongside Maqasid al-Shariah, stakeholder welfare, financial inclusion, and environmental responsibility. Ammar et al. (2023) demonstrate this shift by incorporating sustainability and Maqasid dimensions into Islamic-bank performance measurement. Jan et al. (2023) similarly provide empirical evidence that an Islamic sustainability orientation can coexist with stronger financial outcomes. For startups, this supports an important proposition: sustainability should not be treated as a charitable add-on after profitability, but as part of how financing quality and enterprise value are assessed.
Risk-sharing contracts are particularly relevant to startups because they can align capital providers with uncertain entrepreneurial outcomes more naturally than debt-like structures requiring fixed repayment. Musharakah and mudarabah can, in principle, distribute commercial risk while preserving Shariah legitimacy. However, implementation requires strong governance, information transparency, milestone monitoring, and credible exit mechanisms. The challenge is therefore not only instrument availability but transaction design. Islamic finance for startups should combine Shariah compliance with venture-finance disciplines such as staged financing, governance rights, performance dashboards, and transparent use of funds.
Islamic commercial finance can also be combined with Islamic social finance to create a blended financing continuum. Ascarya et al. (2022) propose models that integrate Islamic commercial and social finance in Indonesian Islamic banking, while Ascarya et al. (2023) develop cash-waqf models that connect social outreach with sustainable microfinance. These studies suggest a useful startup logic: social-finance instruments may absorb non-commercial or capability-building costs—training, certification, incubation, or shared infrastructure—while commercial Shariah finance funds viable revenue-generating operations. Such blending is particularly relevant for young halal ventures that create positive externalities but are not yet bankable under conventional collateral criteria.
Green and impact-oriented Islamic finance offers a fourth mechanism. Raeni et al. (2022), examining the mobilization of Islamic funds for climate action, emphasize the importance of traceability between financing and environmental outcomes. Hunjra et al. (2023) find that green finance can positively contribute to sustainable development across developing countries. Applied to halal startups, these findings imply that sustainability-linked financing should be tied to verifiable indicators such as waste reduction, renewable-energy use, material recovery, responsible sourcing, or carbon intensity. For small ventures, such finance may be delivered through dedicated Islamic funds, green working-capital facilities, crowdfunding, or ecosystem-level sukuk that finance shared circular infrastructure.
2.2 Circular Economy and Halal Business Sustainability
Circular economy is relevant to halal business because both frameworks emphasize responsibility over resources, integrity of processes, and avoidance of harmful or wasteful practices. The relationship should not be overstated as conceptual equivalence; rather, circular economy provides operational tools through which halal firms can improve resource stewardship and measurable sustainability. Dey et al. (2022) show that circular-economy adoption in SMEs can improve environmental performance through resource and energy efficiency and waste reduction. Nudurupati et al. (2022) further demonstrate that SME circularity is enabled by government initiatives, competitive incentives, environmental regulation, and customer pressure, but constrained by skill gaps, weak digital transformation, and limited stakeholder cooperation.
The startup context adds flexibility but also vulnerability. Young firms can design circularity into products and processes from the beginning rather than retrofitting legacy systems. At the same time, they have fewer financial buffers and weaker bargaining power. Re and Magnani (2022) show that born-circular SMEs depend heavily on value co-creation with external actors. Sohal and De Vass (2022) likewise find that SME transitions to circular economy require alignment between organizational vision, 3R-type practices, and critical success factors. The implication is that financing must support ecosystem-building expenses that traditional working-capital assessments may treat as intangible or non-bankable.
For halal firms specifically, sustainability can enhance market legitimacy. Jaiyeoba et al. (2025a) report that environmental, social, philanthropic, and economic sustainability practices are positively associated with the sustainability of halal businesses. Earlier work by Masood and Zaidi (2023) identifies growth constraints within the halal cosmetics SME ecosystem and highlights the importance of an enabling institutional environment. These findings support a broader proposition: halal integrity and environmental sustainability can be mutually reinforcing sources of consumer trust when operational practices are transparent, traceable, and credible.
2.3 Digital Finance, Traceability, and Global Market Readiness
Global market readiness requires more than export promotion. Halal startups need reliable certification, documentation, quality assurance, digital payments, logistics interoperability, foreign-market intelligence, and credible sustainability claims. Financial innovation can directly support these capabilities. Jaiyeoba et al. (2025b) find that internet-based financial innovations, especially e-payment and e-commerce, improve halal SME supply-chain performance, with managerial innovativeness acting as an important mediating capability. This indicates that digital finance should be treated as infrastructure for business-model scaling rather than merely a channel for transactions.
Traceability is especially important when halal assurance and sustainability claims intersect. Raeni et al. (2022) show that climate-oriented Islamic finance requires a shift from general transparency toward traceable links between funds and outcomes. The same logic can strengthen halal startup financing: funders can connect disbursement milestones to verified procurement, halal assurance, waste metrics, energy use, and supply-chain data. This reduces information asymmetry and can make risk-sharing finance more manageable.
Table 1. Selected recent evidence underpinning the IFCGR framework.
	Study
	Context/Method
	Key finding
	Framework relevance

	Ammar et al. (2023)
	Islamic banks; expert-based index
	Sustainability and Maqasid can be embedded in performance measurement.
	Maqasid-oriented financing criteria.

	Jan et al. (2023)
	Malaysia/Indonesia Islamic banks; panel data
	Islamic sustainability practices are linked with financial performance.
	Sustainability can support, not oppose, financial viability.

	Ascarya et al. (2022)
	Indonesia; Delphi and ANP
	Commercial and social Islamic finance can be institutionally integrated.
	Basis for blended startup finance.

	Raeni et al. (2022)
	Indonesia green sukuk; qualitative/accounting analysis
	Impact finance needs traceability from funds to outcomes.
	Milestone and impact-linked financing.

	Jaiyeoba et al. (2025a)
	Halal businesses; consumer survey
	Integrated sustainability practices strengthen halal-business sustainability.
	Halal legitimacy plus sustainability.

	Jaiyeoba et al. (2025b)
	Halal SMEs; SEM
	E-payment and e-commerce enhance supply-chain performance.
	Digital finance as scaling infrastructure.

	Dey et al. (2022)
	European SMEs; mixed methods
	Circular practices improve environmental performance.
	Circular capability layer.

	Nudurupati et al. (2022)
	Indian SMEs; multiple cases
	Skills, digitalization and collaboration shape circular adoption.
	Capability and ecosystem enablers.

	Re & Magnani (2022)
	Born-circular SMEs; multiple cases
	Value co-creation is central to circular entrepreneurship.
	Partnership-based growth logic.

	Saifurrahman & Kassim (2024)
	Indonesia; Islamic banks and MSMEs
	Regulatory frictions constrain Islamic financial inclusion.
	Policy-environment moderator.


3. Methods
This study uses a critical integrative literature review to construct a conceptual framework rather than to estimate a causal effect. The review was designed around the conference theme of sustainable halal startup growth and focused on the intersection of Islamic finance, circular economy, halal business, and entrepreneurial sustainability. Literature was identified through publisher databases and bibliographic discovery tools, prioritizing peer-reviewed journals indexed in major international databases and published between 2021 and 2026. The search logic combined terms including “Islamic finance,” “Islamic sustainable finance,” “Islamic social finance,” “halal SME,” “halal business,” “financial innovation,” “circular economy,” “green finance,” “sustainable entrepreneurship,” and “MSME financing.”
Inclusion criteria were: (1) publication during 2021–2026; (2) direct relevance to at least one of the four focal domains; (3) peer-reviewed journal status; (4) sufficient methodological or conceptual detail to support synthesis; and (5) relevance to emerging markets, SMEs/startups, Islamic finance, halal industries, sustainability, or circular business models. Empirical studies were prioritized to satisfy the template requirement that most supporting references originate from primary research. Review papers were retained only when they provided field-level synthesis or a recent research agenda. Nineteen publications formed the final evidence base used in the narrative synthesis and reference list.
Analysis proceeded in three stages. First, each study was coded by financing mechanism, sustainability mechanism, enterprise capability, and outcome. Second, recurring mechanisms were grouped into higher-order categories. Four Islamic-finance functions emerged: risk-sharing capital, digitally enabled finance, integrated commercial–social finance, and green/impact finance. Four enterprise capability categories also emerged: resource-efficient design, circular value recovery, halal integrity and traceability, and digital supply-chain coordination. Third, the categories were connected into a sequential explanatory model in which finance enables capabilities, capabilities shape market readiness, and cross-cutting governance conditions moderate the strength of these relationships.
Because the study is a literature-based conceptual synthesis, no human participants, personal data, or experimental interventions were involved. No statistical meta-analysis was attempted because the reviewed studies differ substantially in research design, unit of analysis, geography, and outcome measurement. The framework should therefore be interpreted as a theory-building model for subsequent empirical validation rather than as a quantified estimate of effect size.
4. Results and Discussion
4.1 Four Financing Functions for Sustainable Halal Startups
The synthesis indicates that startup-oriented Islamic finance should be understood as a portfolio of complementary functions rather than a single contract. The first function is risk-sharing capital. Early-stage firms face uncertainty that makes rigid repayment schedules problematic. Partnership-based Islamic contracts can potentially match this uncertainty, but only when accompanied by strong governance, information sharing, milestone control, and agreed exit rules. The contribution of the IFCGR framework is to link risk sharing to capability formation: financing should be released against business-development milestones such as prototype completion, halal certification, verified customer acquisition, or circular-design implementation rather than against collateral alone.
The second function is digitally enabled finance. Digital payment, e-commerce, crowdfunding, and data integration can reduce transaction frictions and create auditable records. The empirical evidence on halal SMEs shows that e-payment and e-commerce contribute positively to supply-chain performance (Jaiyeoba et al., 2025b). For Islamic financiers, transaction data can improve monitoring and reduce information asymmetry. For startups, digital infrastructure strengthens market access and creates traceable evidence for Shariah, halal, and sustainability assurance. This suggests that Islamic fintech should be embedded in financing design rather than treated as a separate technology layer.
The third function is blended Islamic commercial–social finance. Ascarya et al. (2022, 2023) demonstrate institutional possibilities for integrating commercial finance with zakat- and waqf-related mechanisms. In startup ecosystems, a practical division of roles is possible: philanthropic or social finance can support incubation, capacity building, halal certification, proof-of-concept, or shared circular infrastructure, while commercial capital funds scalable revenue activities. This approach can reduce the financing mismatch that occurs when socially valuable but non-revenue activities are forced into short-tenor commercial financing.
The fourth function is green and impact-oriented Islamic finance. Circular ventures often require capital expenditures whose benefits appear through lower material use, reduced waste, new recovery revenue, or reputational gains over time. Saarinen and Aarikka-Stenroos (2023) show that finance itself can be a driver or barrier for circular business. The Islamic-finance response should therefore include sustainability-linked pricing, green asset finance, impact funds, or ecosystem-level sukuk that finance shared recycling, cold-chain, renewable-energy, testing, or traceability infrastructure. Importantly, financing claims should be connected to measurable outcomes, consistent with the traceability logic emphasized by Raeni et al. (2022).
4.2 The IFCGR Framework: From Finance to Circular Capability and Global Readiness
Figure 1 presents the IFCGR framework. The framework is intentionally sequential. Islamic-finance architecture is positioned as an enabling resource, not as the final outcome. Financing creates value when it builds capabilities that a halal startup can repeatedly deploy: resource-efficient product design, responsible sourcing, recovery and reuse, halal assurance, digital traceability, and supply-chain coordination. These capabilities then improve startup outcomes such as resilience, legitimacy, scalability, and readiness for international partnerships or export markets.
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Fig. 1. Islamic Finance–Circularity–Global Readiness (IFCGR) framework.
The first transmission mechanism is financial resilience. Risk-sharing and blended finance can reduce inappropriate debt pressure during the startup phase and can preserve liquidity for innovation. However, the framework does not assume that all Islamic contracts are automatically startup-friendly. Murabahah and other trade-based instruments may be appropriate for identifiable equipment or inventory, while equity-like contracts may be better suited to uncertain innovation. Instrument choice should therefore follow the economic substance of the financed activity, cash-flow profile, and governance capacity.
The second mechanism is halal market legitimacy. Halal businesses must demonstrate not only permissible products but credible processes. Integrated sustainability practices are increasingly important to consumer perceptions of halal business sustainability (Jaiyeoba et al., 2025a). Circularity can reinforce this legitimacy when it improves responsible sourcing, reduces waste, and supports transparent production. Yet sustainability claims can also create greenwashing risk. The framework therefore places halal certification, Shariah governance, and impact disclosure as cross-cutting enablers rather than optional communication tools.
The third mechanism is scalability through digital coordination. Digital financial records, e-commerce, and traceability systems can connect financing milestones with operational performance. This is particularly relevant for cross-border halal markets, where buyers and partners require reliable documentation. Digital systems can create a chain of evidence linking financing use, supplier compliance, halal assurance, inventory movement, and sustainability indicators. Such visibility can lower due-diligence costs for financiers and commercial partners.
The fourth mechanism is ecosystem access. Circular business models are rarely firm-isolated; they depend on logistics providers, recyclers, certifiers, technology firms, financial institutions, regulators, and customers. Re and Magnani (2022) show that circular entrepreneurship relies on value co-creation, while Nudurupati et al. (2022) identify multi-stakeholder cooperation as a critical factor in SME circular transition. Islamic financial institutions can play an ecosystem-orchestrating role by financing clusters, supplier-development programs, shared infrastructure, and partnership platforms rather than evaluating each startup as a stand-alone borrower.
4.3 Implications for Islamic Financial Institutions, Policymakers, and Halal Startup Ecosystems
For Islamic financial institutions, the framework implies a shift from product-centric to capability-centric financing. A startup financing assessment should include at least five dimensions: Shariah and halal integrity, entrepreneurial viability, circular-resource strategy, digital traceability, and market scalability. Credit committees could use stage-gated structures in which financing is matched to business maturity. Early stages may use incubation grants, qard hasan, cash-waqf support, or equity-like contracts; commercialization may use musharakah, mudarabah, murabahah for productive assets, or Islamic crowdfunding; growth stages may use larger partnership facilities, green asset finance, or capital-market structures through aggregators.
For policymakers, the main issue is ecosystem coordination. Regulatory frictions can hinder Islamic-bank–MSME inclusion in Indonesia (Saifurrahman & Kassim, 2024), while circular-economy research consistently shows the importance of policy and institutional support (Dey et al., 2022; Nudurupati et al., 2022). A coherent policy package would align halal certification, Islamic financing incentives, green-taxonomy criteria, digital identity, SME data infrastructure, and export facilitation. Shared verification standards are especially important so that small firms are not required to maintain multiple costly reporting systems for halal, Shariah, ESG, and financing compliance.
For universities, incubators, and associations, the framework highlights the need to prepare startups for finance before financing applications are submitted. Startup readiness programs should integrate Shariah financial literacy, unit economics, circular business-model design, halal assurance, digital bookkeeping, impact measurement, and export documentation. This is consistent with the conference theme: sustainable growth of halal startups emerges from synergy among finance, circularity, and global market opportunity, not from any one element in isolation.
The proposed framework also generates testable propositions for future research. Studies can examine whether risk-sharing finance has a stronger effect on startup resilience when digital traceability is high; whether circular capabilities mediate the relationship between Islamic sustainable finance and market performance; whether halal governance strengthens the effect of sustainability practices on consumer trust; and whether blended social-commercial finance improves survival among early-stage halal firms compared with single-instrument financing. These propositions move the research agenda from normative claims about Islamic finance and sustainability toward measurable mechanisms.
5. Conclusions
This study develops the Islamic Finance–Circularity–Global Readiness (IFCGR) framework to explain how Islamic finance can support the sustainable growth of halal startups. The review of recent literature shows that the strongest opportunity lies not in treating Shariah compliance, sustainability, and startup finance as separate agendas, but in designing financing structures that deliberately build enterprise capabilities. Four financing functions are central: risk-sharing capital, digitally enabled finance, integrated commercial–social finance, and green/impact finance. Their contribution becomes more substantial when they enable eco-design and resource efficiency, circular value recovery, halal integrity and traceability, and digital supply-chain coordination. These capabilities can strengthen financial resilience, consumer trust, scalability, and global market readiness. The framework contributes conceptually by integrating Islamic sustainable finance, halal-business sustainability, circular entrepreneurship, and digital financial innovation into one startup-oriented model. Its main limitation is that it is based on heterogeneous literature rather than primary startup-level data. Future studies should therefore validate the proposed pathways using surveys, longitudinal case studies, or comparative financing-performance data from halal startups in Indonesia and other Muslim-majority markets. For practice, the central implication is clear: sustainable halal startup finance should move beyond collateral-based product delivery toward partnership, traceability, blended funding, and measurable circular impact.
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