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	The global halal market has emerged as a new growth sector in the global economy and is creating a strong presence in developed countries. The halal industry has now expanded well beyond the food sector further widening the economic potentials for halal. This book aims to provide an introduction to applying Blockchain for halal supply chains and outline some potential areas for consideration for the all sectors of the halal industry. The book will help to deepen understanding of the concepts of Blockchain technology and halal industry and explores the concept of Halal industry along with the components which constitute the industry. The book Provides and discusses existing  halal supply chains usage of Blockchains... The opportunities and challenges in developing and Halal industry are also discussed... 
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	Introduction

	 

	The blockchain technology is rapidly gaining the attention of Organizations of Islamic Cooperation. There are various Islamic financial institutes which are planning to use the blockchain system to bring the benefits that come with it. 

	In PwC’s 2018 survey of 600 executives from 15 territories, 84% say their organizations have at least some involvement with blockchain technology. Companies have dabbled in the lab; perhaps they’ve built proofs of concept. Everyone is talking about blockchain, and no one wants to be left behind. It’s easy to see why. As a distributed, tamperproof ledger, a well-designed blockchain doesn’t just cut out intermediaries, reduce costs, and increase speed and reach. It also offers greater transparency and traceability for many business processes. Gartner forecasts that blockchain will generate an annual business value of more than US $3 trillion by 2030. It’s possible to imagine that 10% to 20% of global economic infrastructure will be running on blockchain-based systems by that same year. 

	For the Islamic economy, blockchain technology has the potential to make a significant impact. The blockchain in Islamic finance and banking will surely help the Islamic banks, and financial institutes to succeed. Without worry about the interest and other such issues Islamic banking system will be able to work more productively. 

	Islamic financial institutions are increasingly using blockchain technology for complex financing terms, Shariah-compliant transactions and Islamic and sharia-compliant alternatives to conventional insurance. back-office automation, and underwriting of micro-insurance. Islamic finance can use cryptocurrencies for SMEs finance, underpinned by blockchain technology, to structure payments in an efficient and cost-effective manner.

	The installation of blockchain in halal supply chains will primarily affect the way payments, remittances and trading activities are conducted. This technology is moving forward towards the mainstream and promises to provide benefits in several areas. It can:

	•      Modernize legal documentation through the application of smart contracts

	•      Significantly reduce transaction processing time

	•      Reduce costs for providers, and transaction fees for consumers

	•      Eliminate the need for documentation and manual reconciliation of transactions

	•      Reduce the need for centralized regulation

	•      Eliminate the risk of errors and duplication

	•      Reduce or eradicate fraud

	•      Manage counterparty risk

	Blockchain’s core attributes mean that it has significant potential for use in Islamic finance due to its: 

	•      Transparency: blockchain provides provenance, traceability and transparency of transactions

	•      Control: access to permissioned networks is restricted to identified users

	•      Security: the digital ledger cannot be altered or tampered with once the data is entered. Fraud is less likely and easier to spot

	•      Real-time information: when information is updated, it’s updated for everyone in the network at the same time

	It must first be stated that the Islamic dietary and consumption system is different and unique compared to other ethnic dietary systems. The world community has now begun to understand the importance of the Muslims requirement for food and other consumption known as halal. The market for certified halal food and products is growing robustly, both domestically and internationally. Although the term halal has never attracted as much attention as in recent times, today, wherever there are Muslim consumers whose tastes and preferences are governed by halal rules on food specification, a halal food market exists. Every Muslim must ensure that what they eat comes from  a halal source. This does not mean only to check the ingredients per se, but also to ensure that the whole process is in accordance with Shariah principles.(Zakaria 2008)

	Halal is an Arabic word meaning lawful and permitted. This Halal concept comes from the Holy Quran which it uses to describe objects and actions. Islam is a natural way of life and encompasses the concept of an economic system based on human cooperation and brotherhood, which is based on the consultation and dietary laws for all humanity. Halal consists of anything that is free from any component that Muslims are prohibited from consuming. This can be classified as 'pork free' in its physical existence, including food substances such as gelatin, enzymes, lecithin and glycerin as well additives such as flavorings and coloring.(Zakaria 2008, Hj Hassan 2013)

	Halal is a Quranic term that means permitted, allowed, lawful or legal. Its opposite is haram (forbidden, unlawful or illegal). According to Shari’ah, all issues concerning Halal or Haram and even all disputes should be referred to Quran and Sunnah. Halal and Haram are universal terms that apply to all aspects of human life whether is related to his ibadat or muamalat or mua’sharah. Halal may be defined as an act, object or conduct over which the individual has freedom of choice and its exercise does not carry either a reward or a punishment. Halal may have been identified by explicit evidence in the Shari’ah or by reference to the presumption of permissibility (ibahah). At the global level, the Food and Agriculture Organization of the United Nations has prepared general guidelines for use of the term halal to be adopted by member countries. (Ager, Abdullah et al.)

	Basic principles for Halal products are:(Malboobi and Malboobi 2012)

	
		
Being Halal or Haram products is the function of being lawful or unlawful with respect to Divine orders.


		
Assigning Halal or Haram depends on being beneficial or harmful, respectively.


		
In the context of the above concepts, assigned orders in Shari'ah are both fixed and variable rules based on the state of subjects on specific times and places.


		
Orders in Shari'ah are ranked based on the degree of being beneficial or harmful while the best choice is preferred whenever it is necessary.


		
Some controls and governing regulations such as “La dirar” (no harm to human), Haraj (the existence of serious threat and/or constraints), and urgency rules occasionally disapprove the orders.




	Therefore, especially Muslims are responsible to embrace of this order more than anyone. This is a faith issue for them. Due to it is a faith issue of Muslims, non-Muslims can never deal with Halal and Tayyib standardization and certification. No one can abuse this for their commercial and ideology. Non-Muslims can never be involved in Halal and Tayyib certification as they can’t be an imam at the mosque in prayers.

	It is thus important for the world community, both Muslim and non- Muslim, to recognize the potential of the Halal industry. This is because delving into an emerging billion-dollar industry such as the Halal industry could help to further develop the economy just as it would serve to solve  some  of  the  long-standing  problems  faced  by  the  Muslim community. There are reasons why the Halal industry is important to world’s growth as a multi-racial society. Many Muslims and non-Muslims consumers still do not understand the spirit of Shari'ah governing these products. Halal principles are not confined to the strictly religious, but involve health, cleanliness and safety. 

	 

	This book aims to provide an introduction to applying Blockchain for halal supply chains and outline some potential areas for consideration for the all sectors of the halal industry. The book will help to deepen understanding of the concepts of Blockchain technology and halal industry and explores the concept of Halal industry along with the components which constitute the industry. The book Provides and discusses existing  halal supply chains usage of Blockchains... The opportunities and challenges in developing and Halal industry are also discussed... 



	




	 

	
The Halal Economy and The Market Opportunity 


	 

	The global halal industry is estimated to be worth around USD2.3 trillion (excluding Islamic finance). Growing at an estimated annual rate of 20%, the industry is valued at about USD560 billion a year. Thus, making it one of the fastest growing consumer segments in the world. The global halal market of 1.8 billion Muslims is no longer confined to food and food related products. The halal industry has now expanded beyond the food sector to include pharmaceuticals, cosmetics, health products, toiletries and medical devices as well as service sector components such as logistics, marketing, print and electronic media, packaging, branding, and financing.(Fleishman Hillard Majlis 2011, Dar, Azmi et al. 2013)

	In recent years, with the increase in the number of affluent Muslims, the halal industry has expanded further into lifestyle offerings including halal travel and hospitality services as well as fashion. This development has been triggered by the change in the mind set of Muslim consumers as well as ethical consumer trends worldwide.

	The halal market is non-exclusive to  Muslims, and has gained increasing acceptance among non-Muslim consumers who associate halal with ethical consumerism. As such, the values promoted by halal - social responsibility, stewardship of the earth, economic and social justice, animal welfare and ethical investment - have gathered interest beyond its religious compliance. The popularity of, and demand for, halal certified products among non-Muslim consumers have been on the rise as more consumers are looking for high quality, safe and ethical products.

	No longer a mere religious obligation or observance for Muslims, halal (which means “lawful” or “allowable”) has become a powerful market force, becoming increasingly a world-wide market phenomenon for both Muslims and non-Muslims alike. The appendage of “Halal” to a product is not just a guarantee that the product is permitted for Muslims, but it has also become a global symbol for quality assurance and lifestyle choice. This is evident by the participation and involvement of non- Muslim countries and organizations where halal is fast emerging as the standard of choice. Many Western countries have recognized the emerging global trend in consumerism towards halal products and services, and are now racing to gain a footing in the halal industry.(Dar, Azmi et al. 2013)

	Based on a report from the United Nations, Islam is the 2nd largest religion after Christianity. UN statistics recorded yearly growth of Muslims at around 6.4% compared to 1.46% for Christianity. According to the same statistics, 1 in 5 persons in this world is a Muslim by birth or geography. Based on the statistics earlier, Muslims presents a huge global market for halal products and services and since Muslims in general adhere strongly to religious principles and are increasingly particular and sensitive over the halalness of their life style, especially food, the prospect for halal market is enormous. Therefore, to tap into the vast opportunity which the halal industry presents, several aspects concerning the halal concept must be taken into account by all, including non-Muslim businessmen. The following measures present a winning approach for the halal business industry to gain competitive advantage in this promising and lucrative market.(Awang, Abdul-Rahim et al. 2014)

	Muslims represent an estimated 23% of the global population or about

	1.8 billion consumers with an average growth rate of 3% per annum.(Dar, Azmi et al. 2013)

	This market provides huge potential for companies, organizations and others, from the west and from Muslim countries, and is on a steep growth path. The global Muslim population is expected to grow by about 35 percent over the next 20 years, rising from 1.6 billion in 2010 to 2.2 billion by 2030, or 26.4 percent of the world’s total projected population of 8.3 billion. By 2050, the Muslim population could grow to

	2.6 billion and represent nearly 30 percent of the global projected population.(Fleishman Hillard Majlis 2011)

	Also by 2030, 79 countries are expected to hold a million or more Muslim residents, as opposed to the current 72 countries. Although many western business executives may not realize it, a majority of the world’s Muslims (more than 60 percent) will continue to live in the Asia Pacific region, while about 20 percent will live in the Middle East and North Africa. Muslims will remain relatively small minorities in Europe and the Americas, but will  constitute a growing  share of the total population in these regions. To be successful in Asia, as well as the Middle East and North Africa, western companies must learn to understand and address the Muslim market on a large scale.(Fleishman Hillard Majlis 2011)
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