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ABSTRACT

Increasing Muslim community in Malaysia causes the need for Halal product
demand to grow. The Malaysian Government is committed to this Halal industry
and is keen to create an international Halal Hub that will operate in Malaysia. Small
and Medium Enterprises (SMEs) have the potential to serve as one of the platforms
for the hub as various forms of assistance have been provided by the government to
ensure that SMEs are more competent and competitive in line with international
requirements. The Halal Standards in this study have been outlined as a guideline
for research management innovation and the effect is very less emphasized at the
moment. A total of 183 SMEs comprising the food industry in Malaysia were
selected as samples for this study. Among the questions raised to these SMEs are
"what are the key determinants of adopting these Halal standards on improving
their performance"? To determine Halal standards factors, the study utilized an
exploratory factor analysis to assess the structural factors of the scale. The study
also used regression analysis to test the key determinants and the extent to which
the use of Halal standards improves SME performance. The results of this study
showed that the behavioral factors in the organization towards Halal standards
could be clearly comprehended from this developed model. This study also
provides advantages over the acceptance of innovation management (Halal
standards), organizational management performance and its implications on Halal
practices. This in turn helps the government or policy makers to understand in
greater details the key contributors to the acceptance of general innovation
management and Halal standards, particularly towards improving the performance
of SME industry in global realms.
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ABSTRAK

Peningkatan komuniti Islam di Malaysia menyebabkan  keperluan kepada
permintaan produk Halal semakin meningkat. Kerajaan Malaysia amat komited
terhadap industri Halal ini serta berkeinginan untuk mewujudkan sebuah Hub
Halal antarabangsa yang akan beroperasi di Malaysia. Perusahaan Kecil dan
Sederhana (PKS) berpotensi untuk dijadikan sebagai salah satu platfom kepada
hub ini kerana pelbagai bentuk bantuan telah diberikan oleh kerajaan bagi
memastikan PKS ini lebih kompeten serta berdaya saing selari dengan kehendak
dan keperluan antarabangsa. Piawaian Halal dalam kajian ini telah digariskan
sebagai satu garis panduan kepada inovasi pengurusan  penyelidikan dan
kesannya amat  kurang dititikberatkan pada masa ini. Sebanyak 183 buah PKS
yang terdiri daripada industri makanan di Malaysia terpilih sebagai responden
bagi kajian ini. Antara persoalan yang diutarakan kepada PKS ini seperti“apakah
penentu utama untuk menerima pakai piawaian Halal ini terhadap peningkatan
prestasi mereka”. Untuk menentukan faktor piawaian Halal, kajian menggunakan
analisis faktor penerokaan untuk memenuhi keperluan kajian untuk menilai
struktur faktor yang di skalakan. Kajian juga menggunakan analisis regresi untuk
menguji faktor penentu yang utama dan menguji sejauh mana penggunaan
piawaian Halal meningkatkan prestasi PKS. Hasil kajian ini mendapati faktor
tingkah laku di dalam organisasi terhadap piawaan Halal dapat difahami dengan
jelas daripada model yang dibangunkan ini. Kajian ini juga memberi kelebihan
terhadap penerimaan pengurusan inovasi (piawaian Halal), prestasi pengurusan
organisasi serta implikasinya terhadap amalan Halal. Ini seterusnya dapat
membantu kerajaan atau penggubal dasar untuk memahami dengan lebih
terperinci akan penyumbang utama kepada penerimaan pengurusan inovasi amnya
dan piawaian Halal khususnya ke arah peningkatan prestasi industri PKS secara
lebih global.
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CHAPTER 1

INTRODUCTION

1.0 Overview

The Halal food products have become increasingly popular among
consumers worldwide, as the concept of Halal is associated with good, healthy, safe
and high quality assessment. In other words, the Halal food industry should be able
to guarantee and confidently ensure the Halalness of foods sold (Fathi et al., 2016).
Food manufacturing is a popular mechanism in order to expand Halal business
because the industry’s key growth areas comprise functional food, health food,
convenience food, food ingredients and Halal food (Ayupp and Tudin, 2013).

This chapter presents food manufacturing industry from various aspects:
Section 1.1 covers the industry from the Halal perspective, Section 1.2 discusses
the role of Small Medium and Enterprises (SMEs) in Malaysia as an economic
catalyst in Malaysia, Section 1.3 reviews the Halal concept in terms of the Shariah
principle and the impact of Halal. This section also highlights the Malaysian Halal
Standards (HS) and Halal Food standard in Malaysia (MS 1500:2009) in Section
1.3.1 and 1.3.2. Moreover, while Section 1.4 presents background of the study or
the path of this research, Section 1.5 identifies the problem of the research. Scope
of the study is justified in Section 1.6 whereas the significance of the study is
covered in Section 1.7. Lastly, Section 1.8 justifies research questions and

objectives.
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1.1 Food Manufacturing Industry — Halal Perspectives

Malaysian food processing industry is characterized with its cultural
diversity derived from multicultural societies which offer various types of food
products with Asian preferences. The industry is mostly owned by Malaysians,
made up of SMEs. Besides SMEs, international companies and well-known
multinational giants manufacture a wide range of food products in Malaysia. While
exports of food processing for Malaysia totalled RM18.0 billion in 2015, imports
amounted to RM17.8 billion (MIDA, 2017). Additionally, food processing SME is
the largest of the Malaysian SMEs’ main stream whereby they play an important
role in sustaining economic growth to achieve a developed country status by 2020
(Bhuiyan et al., 2016).

The Halal industry in Malaysia provides immense opportunities for
Malaysian food manufacturers whereby value of Halal markets is estimated at
USDS547 billion a year (Alam et al., 2011). The Halal industry in Malaysia provides
immense opportunities for Malaysian food manufacturers. Due to the change in
lifestyle. consumers are now demanding food in the form of easy-to-prepare, ready-
to-cook, and ready-to-eat, however, there is also lack of support in terms of basic
infrastructure for the development of the food industry (Ismail and Yusop. 2014).

Food processing refers to the economic sector that combines agricultural,
seafood, natural, synthetic and/or chemical products with various forms of
management, capital and labour in producing and processing value added food,
confectionery and beverage products, food ingredients, food flavours and extract
and other edibles that meet consumer food and refreshment needs and preferences
(Adelaja et al., 2000). Thus, the government of Malaysia has improved Halal

management in many areas of Halal related matters which include Halal products

2
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and services such as food and beverage products, food premises, consumer goods
such as cosmetics, personal care, clothing and equipment, pharmaceutical,
slaughter house, logistic, hospitality services and finance (Zaina et al., 2015) in
order to cover all the Halal sector .

Food manufacturing in Malaysia has been dominated by SMEs, yet, most of
them are still reluctant to apply for Halal certification (Jari, 2014). SMEs
entrepreneurs do not seriously picture the significance of Halal and its power to
attract consumers in which even MATRADE encourages Halal entrepreneurs to
utilize technology to enhance productivity and quality (Bernama, 2017; Jari, 2014).
Furthermore, Halal industry in Malaysia provides a great opportunity for food
manufacturers in Malaysia. Malaysia is renown in the development of Halal
standards in line with the vision to be a Global Halal Hub in 2020. It is estimated
that, the global halal food market has a potential to contribute about USD560
billion per year. Muslim consumer spending is expected to grow from US § 1.6
trillion in 2012 to US § 2.4 trillion in 2018 (MIDA, 2017).

SMEs are one of the main catalysts for economic growth in Malaysia
whereby they become a medium to drive Halal business. Hashi and Krasniqi (2011)
asserted that SMEs are widely viewed as important to the growth and stability of
economy and they must improve in terms of entrepreneurial and management
skills. In Halal context, SMEs will expand Halal business especially in Malaysia.
However, they must focus on factors such as environmental and individual in order
to be a clear wake-up call for the implementation of new programs and policies to

increase the number of entrepreneurs (Chong, 2012).
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