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ABSTRACT

Attitude is vital in explaining human behavior and it has been the key interest in
social psychology and consumer behavior studies. In marketing practices, an attitude
of a consumer is essential in establishing the link between customer’s attitudes with
behaviour. Based on this reason, attitude and behavioural intention are the primary
focus in the current investigation. This study sets out to bridge the gap between Halal
and Islamic finance sectors. Islamic finance and Halal are two Shariah-compliant
business sectors sharing similar values, market and principles. Despite similarities,
Islamic finance and Halal are disconnected. A Halal business must not only produce
Halal products, but importantly finance their business using Shariah-compliant or
Islamic financing; and this has not been practised. Although Islamic banks have been
established in Malaysia for more than three decades, there are only 5% of Halal
players use Islamic financial products. Based on this issue, this study seeks to
examine the attitude of SMEs Halal producers to adopt (among non-users) or
continuously adopting (among users) Islamic financing in their Halal business,
thereon to assess their behavioural intention. Specifically, this study aims at
investigating the ‘salient beliefs factors’ as the determinant of attitude towards
Islamic financing adoption. This study adopts Theory-of-Planned Behavior as the
theoretical foundation for developing the present conceptual frameworks. The data
for this research are collected at Halal exhibitions via interviewer-administered
questionnaire using simple random sampling approach. The attitude of 407 SMEs in
the Halal production are analysed from two perspectives; namely the non-users and
users of Islamic financing. The central issue of this research is to identify and
examine the salient beliefs factors that influence the entrepreneurs’ attitude. The
measures employed in this study have been rigorously assessed and purified via
series of items analysis, exploratory factor analysis, and subsequently refined by
confirmatory factor analysis. The results provide evidence that the measures for both
types of users achieved adequate measurement quality in terms of unidimensionality,
reliability, convergent validity and discriminant validity. Structural equation
modeling is utilised to test the hypothesised relationships among the constructs as
postulated in the research model. In the hypotheses testing among the non-users
segment, all of the eight of the hypothesised links are supported. While, all except
one postulated linkages are statistically significant for the users segment. The results
of the current investigation highlight several key theoretical and practical
contributions. Firstly, this study provides empirical evidence that ‘salient beliefs
factors’ hold an essential role in the formation of entrepreneurs’ attitude, due to the
significant effect of the salient beliefs on attitude. ‘Religion obligation’ is the most
significant salient beliefs that influenced the non-users’ attitude, whereas ‘reputation’
is the most influential salient beliefs for the users. Secondly, ‘perceived behavioural
control’ is the strongest predictor of intention for both users and non-users segments.
But for the non-users, both perceived behavioral control and subjective norms exhibit
significant impact on non-users’ adoption intention. Thirdly, the research findings
will afford valuable insights towards designing effective strategies to the industry
practitioners as the key driver of Halal industry. The implication for future research
is that the current model can be extended in a different context such as Halal food
retailers or Halal lifestyle producers. As well as include other salient beliefs factors
such as perceived service quality or transparency that influence attitude formation.



ACKNOWLEDGEMENT

First of all, all praises to Allah s.w.t for giving me His blessings, guidance and
strengths to face all the challenges in life, particularly in the accomplishment of this
research thesis, thus completing my Master’s studies.

I would like to express my sincerest and respectful gratitude to my main supervisor,
Prof. Dr. Rosidah Musa, who has given her valuable time, patience, commitment and
advise throughout my research journey. Her excellent knowledge in multivariate
analysis specifically structural equation modeling (SEM) and constructive comments
in improving the quality of this research have contributed to the success of this thesis.
[ truly appreciate her constant support, invaluable help as well as her confidence in me
to conduct the research within my interest. My appreciation also goes to my co-
supervisor Prof Dr. Faridah Haji Hassan for her support and guidance regarding this
research interest.

I also would like to extend my gratitude to the staff of Halal Development Corporation
(HDC), especially Mr. Romzi Sulaiman, for providing knowledge and assistance
throughout the study. My sincere thanks to my friends, Nadia and Azreen for their
support during good and hard times. Thank you for the never give up spirit, and the
realisation that sometimes we have to go through the worst, to arrive at the best. Also,
my gratitude to Rashidah, Janiffa, Nomo and others in the group of Prof Dr. Rosidah
for their kindness and moral support. I am grateful for this community, and for all the
friendship and memories.

[ would like to express my deepest gratitude to my late father, Mohamed Jaffar and my
beloved mother, who has been the ‘true’ educators and the source of
inspiration throughout my life. Thank you ‘mak’ for your support, blessing and
prayers during the years of my study. For my family, siblings and in-laws, thank you
for the support and encouragement they gave me.

Last but not least, to my dear husband, Tajmail, who remains supportive and willing to
go through the struggle with me. Thank you for the unwavering support throughout
my life, for the emotional support as well as practical, for believing in me when I
stopped believing. To my dearest sons, Tajmizan and Tajmirul, you are the joy of my
life, who has always been patience and tolerable to the mum’s ‘work’. Thank you for
your love and understanding all this while. Hope mama inspires both of you in life and
always remember that the key to success is hard work, determination and
perseverance.



TABLE OF CONTENTS

Page

CONFIRMATION BY PANEL OF EXAMINER ii
AUTHOR’S DECLARATION iii
ABSTRACT iv
ACKNOWLEDGEMENT v
TABLE OF CONTENTS vi
LIST OF TABLES xiv
LIST OF FIGURES xviii
LIST OF ABBREVIATIONS XX
CHAPTER ONE: INTRODUCTION TO THESIS
1.1 Background of the Study 1
1.2 Statement of the Problem 3
1.3 Research Questions 7
1.4 Research Objectives 8
1.5 Significance of the Study 8
1.6 Scope of the Study 9

1.6.1  Research Setting 9

1.6.2  Unit of Analysis 10
1.7 Definition of Key Term 10
1.8 Organization of Thesis 14
CHAPTER TWO: LITERATURE REVIEW
2.1 Preamble 16
PART I: HALAL AND ISLAMIC FINANCE INDUSTRIES
2.2 Halal Definition 18

2.3 Halal Concept 21

vi



2.4 The Halal Industry 22

2.4.1 The Global Halal Scenario 22

24.2 The Development of Halal Industry in Malaysia 26

243  The Integration of Islamic Finance and Halal Sectors 30

244 Malaysia’s Halal SMEs 33

2.5 SMEs Financial Landscape Focusing on Islamic financing 34
2.6 Islamic Finance Definition and Principles 38
2.6.1  The Prohibition of Riba 40
2.6.1.1 The Meaning of Riba 40

2.6.1.2 Riba in the Quran 40

2.6.1.3 Riba in the Hadiths and Sunnah 41

2.6.2  Differences Between Islamic Financing and Conventional Financing 45

2.6.3  Modes of Islamic Financing 47

PART II: ATTITUDE CONCEPT AND THEORY

2.7 Defining Attitude and Attitude Concept 50
2.8 Theory of Planned Behaviour 54
2.8.1  Attitude towards the Behaviour 56
2.8.2  Subjective Norms 58
2.8.3  Perceived Behavioural Control 58
2.8.4  Behavioral Intention 59
2.9 Salient Beliefs Factors in the TPB Model 60
2.9.1  Definition of Beliefs 60
2.9.2  Relationship between Salient Beliefs and Attitude 61
2.10 Relevance of Previous Studies on Attitude Towards Islamic Finance 63
2.10.1 Attitude towards Islamic Finance among Individual Customers 63
2.10.2  Attitude towards Islamic Finance among Business Firms 65
2.11 The Research Gaps 67
2.11.1 Contextual Perspective 67
2.11.2 Theoretical Perspective 68

2.12 Rationalisation of Adopting TPB 81

vii



