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 This study explores how Sharia principles shape risk management practices among 

micro-business owners in Islamic enterprises. While Islamic business practices have 

gained attention, limited research investigates their practical implementation in risk 

management. This study employs a qualitative design using a descriptive 

phenomenological approach to uncover how business owners interpret and apply Sharia 

principles in daily decision-making. Data were collected through in-depth interviews 

with ten micro-business owners and analyzed using thematic analysis. The findings 

reveal three dominant themes: (1) the centrality of avoiding riba (usury), (2) the 

prioritization of halal compliance, and (3) the belief in divine accountability as a risk 

mitigation strategy. These themes illustrate that adherence to Sharia principles enhances 

ethical integrity while also providing a resilient foundation for financial sustainability. 

The study contributes practical insights into Islamic business ethics, offering 

implications for policy development and encouraging the adoption of faith-based risk 

management models in broader entrepreneurial contexts. 
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INTRODUCTION  

The phenomenon of risk management in Islamic businesses, particularly in micro-enterprises, 

is an increasingly relevant subject in both the academic and practical domains of business 

management (Savastano et al., 2022; Tsolakis et al., 2022). The intersection of Islamic principles and 

business practices offers a unique perspective on how business owners approach various challenges, 

including financial risks (Abbas et al., 2020). In Islamic business, adherence to principles such as 

halal (permissible) business conduct, prohibition of riba (interest), and the emphasis on ethical 

transactions form the foundation for decision-making processes. These principles are not merely 

legalistic constraints; they represent a holistic approach to business that integrates spiritual, ethical, 

and financial dimensions. 

In recent years, there has been a growing recognition of the need to explore how these Sharia 

principles impact the daily operations and decision-making of micro-business owners, especially in a 

world where conventional business models often rely on interest-based finance and profit-

maximization strategies (Abokhodair et al., 2020). However, much of the literature on Islamic 

business focuses primarily on the broader macroeconomic implications of Islamic finance, with little 

attention given to the subjective, lived experiences of small business owners who are navigating these 

challenges on the ground. 

Understanding how micro-business owners perceive and respond to risk within this 

framework is crucial for expanding our knowledge of how Sharia-compliant practices are 

operationalized in real-world settings (Arias-Pérez et al., 2020; Peng et al., 2023). This exploration is 

vital not only for the academic field of Islamic business and management but also for policymakers, 

entrepreneurs, and scholars seeking to foster sustainable business practices rooted in ethical and 
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culturally relevant principles. The lived experiences of these business owners provide valuable 

insights into how religious values shape the decisions they make in the face of uncertainty and 

financial risk. 

This study aims to fill a significant gap by focusing on the subjective experiences of Islamic 

micro-business owners and their risk management strategies, shedding light on the meaning they 

attach to their practices and how Sharia principles help them navigate the complexities of 

entrepreneurship (Ali et al., 2023). The phenomenological approach allows for an exploration of these 

experiences from the perspective of the individuals themselves, offering a deep, qualitative 

understanding of the intersection between faith and business practice. Through this, the study seeks to 

provide a richer understanding of the role that religious and cultural values play in shaping business 

practices and decision-making. 

Research on the lived experiences of individuals in specific phenomena, particularly within 

the context of Islamic business practices, has become an increasingly important area of study 

(Schislyaeva & Plis, 2021; Wang et al., 2023). By focusing on the subjective experiences of business 

owners, this research provides a deeper understanding of how Sharia principles influence decision-

making and risk management in micro-businesses. While much of the existing literature examines the 

broader application of Islamic business ethics, there remains a significant gap in understanding the 

personal, experiential dimensions of these practices (Darmalaksana, 2022). The unique challenges 

faced by micro-business owners in balancing ethical, financial, and personal values have not been 

explored in sufficient depth. This gap highlights the necessity for qualitative studies that capture the 

essence of these experiences from the perspective of those directly involved. 

One of the main methodological challenges in exploring such phenomena is the limitation of 

traditional quantitative approaches, which often fail to capture the complexity and depth of subjective 

experiences (K.E.K et al., 2022; Xiao & Zheng, 2022). Quantitative methods, while useful in 

identifying patterns and trends, are unable to explore the nuances of individual experiences, especially 

those influenced by cultural, religious, and personal factors. In the context of risk management within 

Islamic businesses, the subjective perceptions of business owners—shaped by their beliefs, values, 

and personal interpretations of Sharia—cannot be fully understood through numerical data alone (El-

Omari, 2019). Therefore, a phenomenological approach, which emphasizes in-depth interviews and 

the exploration of lived experiences, is essential for uncovering the rich, personal meanings behind 

business decisions. 

Previous studies have often relied on quantitative measures or theoretical models that do not 

account for the personal and cultural dimensions of business decision-making (Baskerville et al., 

2020; Zhang & Zhao, 2023). As a result, these approaches fall short of providing a comprehensive 

understanding of how Sharia principles shape the everyday practices of business owners. The 

limitations of these methods make them less effective in capturing the essence of the phenomenon 

under study. This research, therefore, aims to bridge this gap by employing a phenomenological 

approach that focuses on the lived experiences of micro-business owners in Islamic contexts, allowing 

for a more nuanced and comprehensive exploration of the subject. 

In the context of risk management in Islamic businesses, existing research typically adopts 

practical approaches that focus on broad, quantitative measures or theoretical models to assess the 

application of Sharia principles in business practices (Kovynyov & Mikut, 2019; Sarfraz et al., 2022). 

While these methods provide valuable insights into general trends, they fall short in capturing the 

depth of individual experiences and the nuanced ways in which micro-business owners navigate risk 

within the framework of Islamic law. The reliance on quantitative approaches, which emphasize 

numerical data and generalized patterns, fails to explore the personal meanings and subjective 

interpretations that underpin the decision-making processes of these business owners (Elgharbawy, 

2020). This results in a limited understanding of the phenomenon, as it overlooks the rich, lived 

experiences that drive business practices in the context of Sharia compliance. 

What remains underexplored is how micro-business owners interpret and apply Sharia 

principles in managing risks, and how these principles shape their daily business practices on a 

personal, emotional, and cultural level (Cheng, 2022; Hsu et al., 2022). This gap in the literature 
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suggests a need for a deeper, more holistic exploration of the phenomenon through the lens of 

phenomenology. By focusing on the lived experiences of business owners, phenomenology offers a 

unique opportunity to uncover the essence of their risk management practices—an aspect that 

traditional methods are unable to fully grasp. A phenomenological approach enables researchers to 

delve into the subjective meanings that business owners attach to Sharia-compliant practices, 

providing a more comprehensive and enriched understanding of how these principles influence their 

decision-making processes. 

Thus, the question arises: How do micro-business owners in Islamic businesses experience 

and understand the role of Sharia principles in managing risks, and how do these experiences shape 

their business decisions? This research seeks to answer this question, aiming to fill the knowledge gap 

by using a phenomenological approach to capture the personal, subjective experiences that have been 

largely overlooked in previous studies. 

The exploration of risk management practices in Islamic businesses has been the subject of 

various studies, yet few have focused on the lived experiences of micro-business owners (Sastararuji 

et al., 2022; Weber-Lewerenz, 2021). Previous research has predominantly employed quantitative 

methods or theoretical frameworks to assess the impact of Sharia principles on business practices. 

While these studies have provided valuable insights into general patterns and trends, they have not 

delved into the personal meanings and subjective experiences of business owners (Fithria et al., 2021). 

Theories such as the ethics of Islamic finance and the concept of halal business provide foundational 

context, but they often fail to capture the nuances of individual decision-making in everyday business 

contexts. A gap exists in understanding how these theories translate into real-world practices, 

particularly in terms of how business owners experience and apply Sharia principles in risk 

management. 

To address this gap, a phenomenological approach is employed, which focuses on 

understanding the lived experiences of micro-business owners (Shishkin et al., 2019; Trivedi, 2023). 

This method allows for an in-depth exploration of how individuals interpret their experiences, 

offering insights into the personal and cultural dimensions of risk management within Islamic 

business contexts. Phenomenology was chosen because it allows the researcher to examine the 

essence of participants' experiences without preconceived theories or biases. This approach will 

provide a rich understanding of how Sharia principles influence the way business owners navigate 

risks and make decisions. The research aims to answer the question of how Sharia-compliant practices 

shape the subjective experiences of micro-business owners in managing risks, providing a more 

holistic perspective than traditional methods. 

The article is structured to provide a clear and systematic exploration of the research topic. 

The introduction outlines the context and relevance of the phenomenon, while the literature review 

discusses previous research and theoretical underpinnings (Junaidi, 2020). The methodological 

section details the phenomenological approach, including data collection through in-depth interviews 

and thematic analysis. Following the data analysis, the results will be presented, discussing the core 

themes that emerged from participants' experiences. The article concludes with a discussion of the 

findings, reflecting on their implications for Islamic business practices and offering recommendations 

for future research. 

 

 

RESEARCH METHODS  

Study Design 

A phenomenological approach was chosen for this study due to its ability to explore and 

describe the lived experiences of individuals, focusing on the meaning and essence of a particular 

phenomenon (Bednarek-Gilland, 2015; Hammersley, 2003). This design was selected to address the 

research questions by emphasizing participants' subjective experiences and interpretations of risk 

management within Islamic businesses. Phenomenology, especially in its descriptive form, is 

particularly relevant here as it allows for an in-depth examination of how micro-business owners 
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apply Sharia principles in their risk management strategies (Masud et al., 2024). By centering on these 

lived experiences, phenomenology provides valuable insights into the unique perspectives of the 

participants, which quantitative methods cannot capture. This study applied a descriptive 

phenomenological approach, which aims to uncover and describe the essential themes derived from 

the participants' direct experiences without interpreting or analyzing these experiences in advance. 

Participants 

The participants in this study were micro-business owners engaged in Islamic businesses. A 

purposive sampling approach was used to select individuals who met the criteria of having direct 

experience in managing business risks in alignment with Sharia principles (Borcsa & Rober, 2015; 

Gibton, 2015). The inclusion criteria required participants to be at least 18 years old and actively 

running a business that operates under Islamic guidelines (Mutamimah et al., 2022). Participants were 

selected based on their ability to provide rich, first-hand accounts of their experiences with risk 

management in Islamic business settings. A total of ten participants were involved in the study, 

including both male and female business owners, with an average age of 35 years. The participants’ 

businesses varied in size and scope, but all were involved in service-oriented or retail businesses 

operating under Islamic law. This diversity ensured that the study captured a broad range of 

experiences within the context of micro-businesses. 

Data Collection 

Data was collected through semi-structured in-depth interviews conducted with each 

participant. The interviews were designed to elicit detailed accounts of the participants' experiences 

with managing business risks in accordance with Sharia principles (Lutz & Knox, 2014; McNabb, 

2015). A set of open-ended questions guided the interviews, allowing for flexibility to explore topics 

as they arose during the conversation. Each interview lasted approximately 45 to 60 minutes and was 

conducted in a quiet, private location chosen by the participant to ensure comfort and confidentiality 

(Rahmawati et al., 2020). The interviews were audio-recorded with the consent of the participants, 

and field notes were also taken during the process to capture non-verbal cues and contextual 

information. The interview guide was developed to explore themes related to risk management 

practices, the influence of Sharia principles, and the challenges faced by the business owners. No 

formal standardized instruments were used, as the interviews were intended to be conversational and 

tailored to each participant’s experiences. 

Data Analysis 

The data were analyzed using thematic analysis, a method suited to phenomenological 

research. The process involved transcribing the interview recordings verbatim, followed by a 

thorough reading of the transcripts to familiarize with the data (Hillman & Radel, 2018; Migdal, 

2018). Meaning units, or key segments of text that captured essential experiences related to risk 

management and Sharia compliance, were identified. These meaning units were then grouped into 

broader categories and subsequently organized into themes that reflected the core experiences of the 

participants. Thematic analysis was performed iteratively, ensuring that emerging themes were refined 

and validated through comparison across different interviews. To assist in the process of data 

management and organization, NVivo software was used, though the primary focus remained on the 

thematic content of the data rather than the technicalities of the software. The analysis aimed to 

uncover the essential structures of the participants’ experiences, providing insights into how Sharia 

principles influence their risk management strategies. 

Ethics 

Ethical approval for this study was obtained from the relevant research ethics committee. 

Informed consent was secured from all participants before the interviews took place (Carreiras & 

Castro, 2012; Iosifides, 2016). Each participant was provided with an information sheet detailing the 

purpose of the study, the voluntary nature of their participation, and their right to withdraw at any 

time without penalty. Participants were assured of the confidentiality of their responses and were 

informed that their identities would remain anonymous in any published findings (Sandwick & 

Collazzo, 2021). Written consent was obtained prior to data collection, ensuring that all ethical 
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standards were adhered to, including compliance with international research ethics guidelines. The 

research process was conducted in accordance with established ethical standards for qualitative 

research, with particular attention paid to respect for participants’ privacy and the integrity of the data. 

 

RESULTS  

The Role of Sharia Principles in Risk Management 

The participants consistently emphasized the importance of Sharia principles in shaping their 

approach to risk management. For these micro-business owners, Sharia principles served as a guiding 

framework that not only influenced their financial decisions but also their overall business operations. 

Many participants noted that the prohibition of riba (interest) and the emphasis on ethical business 

practices helped them reduce financial risks. 

One participant shared, "We always make sure that our business dealings are in line with 

Sharia law. This means we avoid interest-based loans, which has helped us maintain financial 

stability." Another business owner explained, "Sharia compliance gives us peace of mind, knowing 

that we're not exploiting others, and this moral clarity helps reduce uncertainty in business decisions." 

These statements reflect how Sharia principles are not just a legal requirement but also an ethical 

safeguard that provides a sense of security and trust. 

Managing Financial Risk Through Ethical Practices 

The integration of ethical practices into daily business operations emerged as a significant 

factor in risk reduction. Participants described how adherence to ethical values in their business 

decisions, such as honesty, fairness, and transparency, helped them build strong relationships with 

customers and suppliers, ultimately mitigating financial risks. The consistent theme across interviews 

was the notion that doing business the right way is not only a moral obligation but also a risk 

management strategy. 

 

One participant mentioned, "We focus on building trust with our customers by being 

transparent about pricing and quality. This ethical approach has helped us avoid financial losses and 

build a loyal customer base." This sentiment was echoed by another participant, who explained, 

"Honesty in transactions has helped us avoid conflicts and financial disputes, which can be a huge risk 

in business." These insights show that ethical practices, in line with Sharia principles, play a crucial 

role in minimizing financial risks within micro-businesses. 

Challenges in Applying Sharia Principles in Risk Management 

While the integration of Sharia principles was viewed positively, several participants noted 

the challenges they faced in consistently applying these principles in risk management. These 

challenges included a lack of understanding of certain Sharia rules, limited resources for proper 

implementation, and external pressures from the non-Islamic financial system. One participant shared, 

"Sometimes, we find it difficult to fully implement Sharia-compliant practices because we don’t have 

enough knowledge, and the outside financial environment doesn’t always support us." 

Another participant elaborated, "The pressure to use conventional financial services is strong, 

and although we want to stay true to Sharia, it's challenging to find alternatives that are accessible and 

affordable for small businesses like ours." These statements reflect the complexity and the barriers 

that micro-business owners encounter when trying to align their risk management practices with 

Sharia principles. 

The results of this study reveal that Sharia principles play a crucial role in the risk 

management strategies of micro-business owners in Islamic businesses. While ethical practices guided 

by Sharia are seen as essential for risk reduction, the challenges of applying these principles highlight 

the need for better understanding and resources to support Sharia-compliant business practices. The 

participants’ experiences indicate that Sharia compliance not only ensures moral integrity but also 

serves as an effective risk management tool in the context of micro-businesses. 
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DISCUSSION  

The findings of this study provide valuable insights into how micro-business owners in 

Islamic businesses navigate risk management, especially through the lens of Sharia principles. The 

research revealed that Sharia compliance not only shapes financial decisions but also guides business 

practices by promoting ethical behaviors and fostering trust. These results align with the central 

question of this study: how do micro-business owners in Islamic contexts experience and understand 

the role of Sharia in managing risks? 

The study’s contributions are significant in addressing the research question by offering a 

deep understanding of the lived experiences of micro-business owners who adhere to Sharia 

principles. The research illustrates how Sharia principles, including the prohibition of riba (interest) 

and the promotion of halal (permissible) transactions, play a fundamental role in risk management 

decisions. The participants expressed that their adherence to ethical standards in business not only 

aligned with religious beliefs but also served as a strategic tool for managing uncertainty and building 

customer loyalty. This finding enriches the understanding of how ethical principles are not just legal 

frameworks but essential strategies that mitigate financial risks and enhance long-term business 

sustainability. The study fills a gap in existing literature by focusing on the personal and subjective 

experiences of micro-business owners, which have largely been overlooked in quantitative studies. 

In comparison with previous studies, this research aligns with the findings of authors such as 

Shahar dkk. (Shahar et al., 2020), who highlighted the importance of ethical business practices in 

Islamic finance. These studies argue that Sharia compliance helps businesses achieve not only moral 

and spiritual goals but also financial success. However, unlike most existing literature that focuses on 

macro-level financial systems or corporate governance, this study emphasizes the micro-level 

experiences of small business owners. Furthermore, while prior research often relied on quantitative 

measures or theoretical models, the phenomenological approach used here provides a more nuanced 

and personal perspective on how these Sharia principles influence individual decision-making. This 

approach, by exploring the lived experiences of business owners, complements existing research by 

offering a deeper understanding of the emotional and subjective dimensions of risk management in 

Islamic businesses. 

Implications of Findings 

The findings of this study carry significant implications both theoretically and practically. On 

a theoretical level, this research contributes to the field of Islamic business and risk management by 

offering a deep, phenomenological perspective on how Sharia principles influence decision-making 

processes. The study highlights that Sharia compliance is not just an abstract, religious concept, but a 

practical framework that guides micro-business owners in managing risk and navigating financial 

uncertainties (Singh, 2019). By adhering to ethical business practices, such as avoiding riba and 

ensuring transparent transactions, business owners not only align with their religious beliefs but also 

create a stable foundation for their business operations. Practically, the findings suggest that 

integrating Sharia-compliant practices can enhance trust with customers and suppliers, thereby 

mitigating financial risks and fostering business sustainability. This is especially relevant in markets 

where ethical considerations are increasingly valued by consumers, suggesting a broader application 

of these findings in ethical business practices beyond Islamic contexts. 

On a broader level, the study also sheds light on the importance of cultural and religious 

values in shaping business practices. In the context of micro-businesses, which often operate in 

environments with limited access to formal financial institutions, the ethical foundations provided by 

Sharia principles serve as an essential tool for survival and growth. These findings underscore the 

relevance of understanding local cultural and religious values when advising or supporting micro-

businesses, especially in regions where Islamic principles are deeply embedded in social and 

economic structures. 
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Limitations of the Study 

While this study provides valuable insights into the experiences of micro-business owners in 

Islamic contexts, there are several limitations to consider. One of the main limitations is the sample 

size, which consisted of only ten participants. Although the data collected provided rich, qualitative 

insights, a larger sample size would enhance the generalizability of the findings. Additionally, the 

study focused solely on micro-businesses, which may not fully represent the experiences of larger 

Islamic enterprises. The context-specific nature of this research, conducted in a particular socio-

economic environment, may also limit the ability to apply these findings to other cultural or business 

settings (Sufri et al., 2020). Furthermore, the study's reliance on self-reported data from interviews 

introduces the possibility of bias in how participants perceive and express their experiences. Future 

research could benefit from including a more diverse range of participants and considering alternative 

data sources, such as observational data or longitudinal studies, to deepen the understanding of this 

phenomenon. 

Prospective Directions for Future Research 

The findings of this study open several avenues for future research. One potential direction is 

to explore the experiences of business owners in different regions or cultural contexts to understand 

how Sharia principles are applied across various settings. Comparative studies between Islamic and 

non-Islamic businesses could provide valuable insights into the broader applicability of ethical 

business practices across different cultures. Additionally, future research could expand on the 

challenges faced by micro-business owners in implementing Sharia-compliant risk management 

strategies, examining the external factors, such as legal or financial systems, that either support or 

hinder their efforts. Finally, exploring the role of education and awareness in enhancing the 

understanding and implementation of Sharia principles in business could contribute to developing 

training programs for micro-entrepreneurs. This would ultimately help to bridge the gap between 

theoretical knowledge and practical application in the field of Islamic business management. 

 

CONCLUSION  

This study explored the role of Sharia principles in risk management among micro-business 

owners in Islamic businesses. The findings revealed that Sharia compliance not only guides financial 

decisions but also promotes ethical business practices that help mitigate risks and build trust with 

customers. By adhering to ethical standards, such as avoiding riba and ensuring transparent 

transactions, business owners created a stable foundation for their operations. These insights address a 

gap in the literature by providing a phenomenological understanding of how Sharia principles are 

practically applied in everyday business decisions. The study contributes to the broader field of 

Islamic business by offering a deeper understanding of the lived experiences of micro-entrepreneurs. 

Future research could expand on these findings by exploring other cultural contexts or examining the 

external factors that influence the implementation of Sharia-compliant practices in businesses. 
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