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Abstract of thesis presented to the Senate of Universiti Putra Malaysia in fulfilment
of the requirement for the degree of Doctor of Philosophy
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By
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August 2018

Chair : Prof. Russly A Rahman, PhD
Institute: Halal Products Research Institute

Non-compliant cases toward a Halal standard (MS1500:2009) can have negative
effects on Muslim consumer confidence, as well as affecting the profitability and
reputation of the companies involved. In practice, non-compliance is directly
associated with ineffective implementation of the management system. This signifying
the need to identify and examine the critical factors for effective implementation of
Halal food management system. Additionally, although there have been calls and
efforts to develop an instrument to assess the effectiveness of food management system
(i.e. food safety and quality) implementation, to date, limited instrument is available
for Halal context. Empirical research on the Halal food management system itself is
rather lacking. To fill the practical and theoretical knowledge, the main purpose of this
study isto develop an instrument that assesses the effectiveness of Halal food
management system implementation for small and medium enterprises (SMEs) food
companies. A mixed-methods sequential approach was employed. In the qualitative
phase, 15 semi-structured interviews were conducted with Halal executives (n=7),
consultants (n=4) and auditors (n=4) from JAKIM to identify critical factors for
effective implementation of Halal food management system in SMEs. Two of the
Halal executives are from large companies, their perspectives were obtained for
benchmarking purpose. Ten themes were found; top management commitment;
consumer focus; employee attributes and management; teamwork; information
capacity; training and education; policy and procedures; adequate support; Halal
personnel empowerment and supplier management. In the second phase, these
qualitative findings were used in instrument development. In the third phase, a survey
was conducted with SMEs food representative (n=181) to test and validate the
developed instrument; 163 responses were used in the final analysis. Exploratory
factor analysis (EFA) extracted nine factors: management and environmental support;
consumer focus; employee attributes and management; teamwork; information
capacity; training, policy and procedure; Halal personnel empowerment; supplier
management and supplier assessment. Each factor has acceptable internal reliability
(Cronbach alpha = 0.927-0.962). Confirmatory factor analysis (CFA) results provided
evidence for convergent (Overall factor loading>0.7, AVE>0.5, CR>0.7) and
discriminant validity (HTMT ratio<0.90). The result of structural equation modelling
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(SEM) found the proposed instrument to be predictive of operational performance (R?
= 0.757; Q* = 0.475) and product quality (R? = 0.706; Q* = 0.564). These results
indicate that the instrument developed is a valid and reliable. It can be used by a food
company as a self-assessment tool. In doing so, the company may select suitable
strategies to allocate their resources, provide necessary support, and increase the
effectiveness of their Halal food management system. Policy makers could use these
findings to formulate policies and effectively improve the components of national
Halal food control system to facilitate SMEs to effectively implement their Halal food
management system. As one of few studies that focus on the Halal food management
system, this study constitutes a foundation that could facilitates a number of new
research avenues to be explored in the future.
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ANIS NAJIHA BINTI AHMAD

Ogos 2018

Pengerusi : Prof. Russly A Rahman, PhD
Institut  : Institut Penyelidikan Produk Halal

Kes ketidakpatuhan terhadap piawaian Halal (MS1500: 2009) boleh memberi kesan
negatif pada keyakinan pengguna Islam, dan menjejaskan keuntungan and reputasi
syarikat terbabit. Secara praktikalnya, ketidakpatuhan dikaitkan secara langsung
dengan pelaksanaan sistem pengurusan yang tidak berkesan. Ini menunjukkan
keperluan untuk mengenal pasti dan mengkaji faktor-faktor kritikal untuk pelaksanaan
sistem pengurusan makanan Halal yang berkesan. Selain itu, walaupun terdapat seruan
dan usaha untuk membangunkan instrumen untuk menilai keberkesanan pelaksanaan
sistem pengurusan makanan lain (contoh: keselamatan dan kualiti makanan), setakat
ini, instrumen sedia ada untuk konteks Halal adalah terhad. Kajian empirikal mengenai
sistem pengurusan makanan Halal sendiri adalah tidak banyak. Untuk memenuhi
lompong teori dan praktikal, tujuan utama kajian ini adalah untuk membangunkan
instrumen yang boleh menilai keberkesanan pelaksanaan sistem pengurusan makanan
Halal bagi syarikat makanan perusahaan kecil dan sederhana (PKS). Kaedah
pendekatan campuran berturutan digunakan. Dalam fasa kualitatif, 15 temu bual semi
struktur telah dijalankan dengan eksekutif Halal, perunding dan juruaudit dari JAKIM
untuk mengenal pasti faktor-faktor kritikal bagi pelaksanaan sistem pengurusan
makanan Halal yang berkesan di dalam PKS. Dua eksekutif Halal adalah dari syarikat
besar, perspektif mereka diperoleh untuk tujuan penanda aras. Sepuluh tema ditemui;
komitmen pengurusan atasan; fokus pengguna; ciri-ciri dan pengurusan pekerja;
kerjasama; informasi kapasiti; latihan dan pendidikan; polisi and prosedur; sokongan
mencukupi; pemerkasaan personel Halal dan pengurusan pembekal. Dalam fasa
kedua, penemuan kualitatif ini digunakan dalam pembangunan instrumen. Dalam fasa
ketiga, soal selidik telah dijalankan dengan wakil makanan PKS (n=181) untuk
menguji dan mengesahkan instrumen yang dibangunkan; 163 respons digunakan untuk
analisis akhir. Analisis faktor eksplorasi (EFA) mengekstrak sembilan faktor:
pengurusan dan sokongan persekitaran; fokus pengguna; ciri-ciri dan pengurusan
pekerja; kerjasama; informasi kapasiti; latihan, polisi dan prosedur; pemerkasaan
personel Halal; pengurusan pembekal dan penilaian pembekal. Setiap faktor
mempunyai kebolehpercayaan dalaman yang boleh diterima (Cronbach alpha = 0.927-
0.962). Hasil analisis pengesahan faktor (CFA) membuktikan kesahan tertumpu
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(faktor bebanan keseluruhan> 0.7, AVE> 0.5, CR> 0.7) dan kesahan perbezaan (ratio
HTMT <0.90). Hasil daripada pemodelan persamaan berstruktur (SEM) mendapati
instrumen yang dicadangkan boleh meramal prestasi operasi (R? = 0.757; Q? = 0.475)
dan kualiti produk (R? = 0.706; Q* = 0.564). Keputusan ini menunjukkan bahawa
instrumen yang dibangunkan adalah sah dan boleh dipercayai. Ia boleh digunakan oleh
syarikat makanan sebagai alat penilaian kendiri. Dengan berbuat demikian, syarikat
boleh memilih strategi yang sesuai untuk memperuntukkan sumber mereka,
menyediakan sokongan yang diperlukan, dan sekaligus meningkatkan keberkesanan
sistem pengurusan makanan Halal mereka. Pembuat dasar boleh menggunakan
penemuan ini untuk mengubal dasar dan memperbaiki komponen sistem kawalan
makanan halal kebangsaan bagi memudahkan PKS melaksanakan sistem pengurusan
makanan halal mereka dengan berkesan. Sebagai salah satu daripada sebilangan kecil
kajian yang memberi fokus kepada sistem pengurusan makanan Halal, kajian ini
merupakan asas yang boleh membantu penerokaan kajian baru di masa depan.
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CHAPTER 1

GENERAL INTRODUCTION

1.1 Introduction

This chapter provides an overview of the study background, which provide a deeper
understanding of the study context. First, it discusses the growth of global Halal food
market and how it shapes Halal food control system in Malaysia. It then briefly
introduces Halal standard and certification. The implications of non-compliance
toward Halal standard requirements is discussed afterward. The research setting,
problem statement, research objectives, overview of methodology and the significance
of the current study are also highlighted. At the end of the chapter, the organization of
thesis chapters is provided.

1.2 Background

1.2.1 Global Halal Market

Religion plays one of the most significant roles in food choice in many cultures
(Dindyal & Dindyal, 2002; Musaiger, 1993). The influence of religion depends on two
factors; the religion itself and the degree of level individuals follow their religion (The
Pew Research Center, 2015). Although religions may impose strict dietary laws, some
followers differ in observance of these laws: some are strict, while others are more
flexible, and few may not care at all (Hussain & Bon, 2015). It is estimated that up to
70% of Muslims worldwide follow the Halal food laws (Minkus-McKenna, 2007).
For Muslims, Islam is not simply a religion of ceremonies nor rituals but is embraced
as a way of life (Riaz & Chaudry, 2004). Adherence to the strict dietary laws, thus, is
regarded as one of the ways for Muslims to express their relationship with God and
establish their Muslims identity (Campo, 2009).

The strong adherence to Halal dietary laws promotes the growth of Halal food market.
Other critical drivers identified are the economic growth, and the fast-growing of
global Muslim population (Dinar Standard & Thomson Reuters, 2016). The Pew
Research Centre predicts that the global Muslim population is expected to rise from
1.7 billion in 2014 to 2.2 billion by 2030 (26.4%). The centre also projects that over
the next 20 years, the growth rate of global Muslim population to double the rate of
the non-Muslim population - an average annual growth rate of 1.5% for Muslims,
compared with 0.7% for non-Muslims (The Pew Research Center, 2015).

Muslims globally have spent approximately a total of USD 1.17 trillion on food and
beverages in 2015 (see Figure 1.1). This number represented 17% of the global market
spend of USD 7 trillion. The Muslim consumer expenditure for food and beverage was
ranked first, ahead of China (USD 854 billion), the United States (USD 770 billion),
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Japan (USD 380 billion), and India (USD 341 billion). Global Halal food market is
expected to grow faster than the conventional food market (Eliot Beer, 2014). Figure
1.2 shows the market value of Halal foods worldwide from 2017 to 2023. In the next
five years (2019-2023), the global Halal food market is projected to grow between
US$1.7 trillion and US$2.6 trillion.

854
771

380

Expenditure (billion USD)

341 316

Muslim Market China United State Japan India Russia

Figure 1.1: Global Muslim Food and Beverage Expenditure Compare to Major
Countries
[Source : Dinar Standard & Thomson Reuters (2016, p. 24)]
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Figure 1.2: Market Value of Halal Foods Worldwide (2017 to 2023)
[Source: (Statista, 2018a)]



The potential benefits to be accrued from the global Halal market are vast given the
strong demand on Halal food. There is also a constant demand from some Muslim
majorities countries that have to heavily rely on imported foods due to multiple
challenges such as arid climate conditions and adverse geographical terrain;
preventing them from being highly self-sufficient (Riaz & Chaudry, 2004; Talib, Thoo,
& Hamid, 2018). These challenges at the same time, provided opportunities to the
exporter’s countries. Nowadays, Halal has progressed far to become an inclusive
engine for economic growth for many countries, including non-Muslim countries. As
indicated in Figure 1.3, major Halal food exporting countries to Organisation of
Islamic Cooperation (OIC) countries in 2015 are all from the non-Muslim countries;
Brazil, India, Australia, USA, France.

France [N 771
Russia [N 2
Argentina [ NNRNINGTGTNGNGEGEEEEEEEEEEE 5
India [N (2 96
Brazil [ (S s

0 2 4 6 8 10 12 14 16 18

® Export in billion USD

Figure 1.3: Main Exporters of Halal Foods to OIC Countries (2015)
[Source: Statista (2018b)]

Demand for Halal food are not only from Muslim majorities countries. There is also
steady growth of demand for Halal food in non-Muslim majorities countries such as
from France, Germany, and the United Kingdom. In United Kingdom, major retail
chains, supermarkets and food producers have started offering a broader Halal food
products assortment to cater both Muslim and non-Muslim consumers (Lever & Miele,
2012). In 2014, it was estimated that European Halal market generates about $30
billion annually. According to Technavio (2016), a market research company, the
Halal food market in Europe is projected to grow at a CAGR of 13.91% during the
period 2016-2020.

As the Muslim population, market size and affluence have grown worldwide, many
companies are now targeting their products to Muslim consumers. Some companies,
however, have a particularly hard time penetrating the market due to their failure to
meet Halal specifications. Reasons mentioned for non-compliant include food
manufacture’s obliviousness, confusion and lack of understanding of Halal
requirements and import regulations (Riaz & Chaudry, 2004). van der Spiegel et al.
(2012) point that some common failures include improper use of Halal certificates or
marks on products (Halal Monitoring Committee, 2009a, 2009b; Hava, 2009),
contamination in the production, use of animals that are not slaughtered ritually (Halal
Monitoring Authority, 2007; Halal Monitoring Committee, 2009b) and little or no

3



consideration on animal welfare (Stichting-Dier & Recht, 2010). There is also
increasing concern with Halal food fraud that has been widely reported over the years.
Halal food fraud is an example of food certification fraud, whereby products are sold
as being certified as fitting a set of guidelines, when in reality that is not the case
(Mickey, 2016). A list of cross-contamination and fraud cases related to Halal were
presented in Table 1.1.

Table 1.1: Cross-contamination and Fraud Cases Related to Halal

Year Location Item Contaminant References

2000 Mexico Mexico Sausages Undeclared porcine species meat Flores-Munguia,
and burger patties products Bermudez-

Almada,Vazquez-
Moreno (2000)
2005 Italy Horse meat Pork meat was added fraudulently Di Pinto, Forte,
sausages in Italian horse fresh sausages Conversano, & Tantillo
(2005)
2011 Iran Halal meats Unlawful (adulterated) meats Doosti, Ghasemi
containing poultry, pig, donkey and  Dehkordi, & Rahimi
horse meat (2011)
2013 South Minced meat, Detection of porcine DNA in Cawthorn, Steinman, &
Africa burger patties, deli various meat products Hoffman (2013)
meats, sausages and
biltong

2013 UK Meat pies and Porcine DNA Whitworth (2013)
pastries

2013 UK Frozen burgers Porcine DNA Whitworth (2013)

2013 UK Lamb burgers Traces of pork BBC News, (2013a)

2013 UK Vaccine Pork gelatine BBC News, (2013b)

2013 (SN} Chicken sandwich Mislabelled as Halal Trenwith (2013)

2013 China Homemade food Mislabelled as Halal Lipes (2013)
products

2013 Hungary Pork tenderloins Pork tenderloins labelled as beef RASFF portal (2013)

2013 Portugal Poultry meat Possible cross contamination of Soares, Amaral,

poultry meat products with pork Oliveira, &  Mafra
meat (2013)

2014 EU Packaged chicken Mislabelled Bottaro, Marchetti,

sausages Mottola, Shehu, & Pinto
(2014)

2014 Turkey Gelatine products Products contain porcine gelatine Demirhan, Ulca, &
(marshmallow and and labelling failed to indicate the Senyuva (2012)
gumdrops) use of pork gelatine

2015 UK Halal Not following Halal practices in the  Press Association
slaughterhouse slaughtering process (2015)

2015 Italy Chicken sausage Detection of pork DNA in chicken Di Pinto et al. (2015)

sausages

2015 Malaysia Slaughterhouse Not following Halal practices in the  Sinar Harian (2015)

slaughtering process

2015 Malaysia Fishballs Fish ball products mixed with Farhana (2015)

animal blood plasma (including
pig)

2016 Spain Marshmallows, Detection of porcine DNA in Mufioz-Colmenero,
gummies, hard commercial candy products candies =~ Martinez, Roca, &
candies and Garcia-Vazquez (2016)
complex

2017 Malaysia Lamb Cross contamination of lamb with Halim Said (2017)

pork meat

[Adapted from: Soon, Chandia and Regenstein (2017, p. 40)]



In addition, other challenges for Halal market come in the form of food labelling. As
various ingredients like emulsions or flavour are not required to be declared on the
food labels (Ceranic & Bozinovic, 2009), there is a concern of Halal food
contamination with pork in the form of emulsifier, gelatine, enzyme, glycerine, and
lecithin. In 2006, The Guardian reported that food manufacturers occasionally add
pork-derived gelatine to different types of food (Eliot, 2006). These concerns have
pushed regulatory authorities worldwide to step up their inspections of food described
as Halal (Johari, 2010), and the calling for the more effective Halal food control
system.

1.2.2 Overview of Malaysian Halal Food Control System

The complexity of global food production chain and multiple Halal food fraud and
issues are making Muslim consumers cautious about their food decision making. This
prudent attitude is driven by the fact that Halal is credence process attribute. As such,
individual consumers can hardly evaluate whether the products are Halal or not
product, even upon or after consumption. This has prompted Malaysian government
to develop strategies to protect the integrity of Halal products. Halal integrity is
defined as “the assurance of safe (pure), quality (good) and free from mal-practice
(lawful) food from farm to fork” (Soon, Chandia, & Regenstein, 2017, p. 47). In fact,
Malaysia is the first country to establish Halal related laws and a documented and
systematic Halal certification program, which started to shape in the early 1970s (Riaz
& Chaudry, 2004).

The Malaysian government also foresees the growth of the global Halal market as a
great potential for promoting local products and Halal related services (Talib & Ali,
2009). In order to capitalize the Halal global market growth, and establish Malaysia
as an international Halal food hub, the Halal industry development has been integrated
into a number of Malaysian national agenda: (1) the second Industrial Master Plan,
1996 —2005; (2) the National Agriculture Policy, 1998 —2010; (3) the Ninth Malaysia
Plan (9MP), 2006 — 2010; and (4) the Third Industrial Master Plan (IMP3), 2006 —
2020 (Bohari, Hin, & Fuad, 2013). Under the IMP3 for instance, three key
performance indexes (KPIs) set to be achieved by 2020 are (1) RM19 billion Halal
export revenue (2) 300,000 additional employment in the Halal industry (3) 1,600
SMEs listed as active Halal exporters (Abdul Rahman, Mohammad, Abdul Rahim, &
Mohd Noh, 2018).

The government is actively involved in Halal certification by legally protects the use
of Halal terms for product labelling, and appointing government agencies as standard-
setting, accreditation body and certification body. In fact, Malaysia has formed a
holistic national Halal food control system made up of five components: (1) law and
regulation; (2) Halal food control management; (3) inspection and enforcement; (4)
laboratory; and (5) information, education, communication and training (IECT) (Food
and Agriculture Organization & World Health Organization, 2003).

The first component that makes up Malaysian Halal ecosystem is Halal law and
regulation. In Malaysia, conventional legal texts (e.g. laws, regulation) and standard
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are complemented with Fatawa (plural for Fatwa,religious rulings), a core component
in Islamic laws to form a comprehensive Halal law and regulation. Fatwa council uses
a collective approach through engagement with related field experts to issue religious
rulings on the subjects related to modern science, economy and technology (Alahmad
& Dierickx, 2012). A Fatwa can be issued at the federal level through Muzakarah
(discussion) of the Fatwa Committee, or pass through State Fatwa Committees at the
state level (Nasohah, 2005). However, a fatwa must be gazetted at the state levels to
be enforced and obtain legal status (Schreiber, 2017).

The first Halal related law, called the Trade Descriptions Act (TDA) was introduced
in 1972. Mandated under the Domestic Trade, Cooperatives and Consumerism
Ministry, this law is subjected to company or individual who apply false trade
description (e.g. signs, label or other markings) on their products or premises. It also
regulates the use of terms such as “Halal”, “Guaranteed Halal” or “Food for Muslim”
or in other words and manner, which describes the food or products are suitable for
Muslim consumers (Riaz & Chaudry, 2004; Zakaria & Ismail, 2014). In 2011, TDA
1972 is repealed and replaced with TDA 2011 to introduce greater statutory protection
and tighter enforcement against false Halal trade description. One of the implications
of the amendment is an appointment of JAKIM and State Religious Authority
(MAIN/JAIN) as the sole and competent Halal authorities that can certify any foods,
goods or services as Halal. Therefore, any food, goods or service shall not be described
as Halal in Malaysia unless it is certified by JAKIM or MAIN/JAIN (Zakaria, 2008;
Zakaria & Ismail, 2014). Additionally, other indirect regulatory and legislative
mechanisms to ensure Halal include: Food Act 1983, Consumer Protection Act 1999
and Animal Rules 1962.

Two other important components are the “Halal food control management” and
“inspection and enforcement”. The integrity of Halal products in Malaysia is assured
under multi-agencies lead by JAKIM (HDC, 2016). In multi-agencies approach, the
responsibilities for national Halal control and enforcement are shared between
different ministries (e.g. health, trade) and across government agencies at different
levels (federal, state, local). For instance, JAKIM and State Religious Authorities
(MAIN/JAIN) are responsible for issuing Halal certificates for local and export
markets. They are also in-charge in monitoring and enforcing the Halal standard and
guidelines. JAKIM and State Religious Authorities are mainly supported by Halal
Industry Development Corporation (HDC), an agency under Ministry of International
Trade and Industry. HDC focuses on the development of Halal standards, branding
and promotion, and commercial development of Halal products and services. Ministry
of Domestic Trade, Co-operatives and Consumerism co-operate with
JAKIM/JAIN/MAIN to consistently conducts inspections to ensure the authenticity of
the Halal expressions used in the industry. As food safety and quality is a great part of
Halal food control, Ministry of Health plays an integral part in Halal food control.
Several other government agencies also involved directly and indirectly in the national
Halal food control. These agencies are the Ministry of International Trade and
Industry, the Department of Standards Malaysia, the Department of Veterinary
Services, the Royal Malaysian Customs Department and the Local Authorities (Wahab
et al., 2015).



Another important component is Halal laboratory. Malaysia is among few countries
that prove the absence of Haram ingredients through laboratory analysis to
demonstrate compliance with Halal requirements (van der Spiegel et al., 2012). To
ensure competency of laboratories to provide consistent and accurate results, analysis
for Halal certification are required to be carried out at government laboratories with
ISO/IEC 17025:2005 (JAKIM, 2014). The Department of Chemistry (DOC) is the
official laboratory for Halal control. However, both the Department of Chemistry and
Ministry of Health are overwhelmed with other responsibilities that do not allow them
to focus on Halal matters. As an effort to facilitate the validation and certification
process, Malaysia Halal Analysis Centre (MyHAC) is developed. MyHAC is expected
to be a one-stop centre for industrial research and Halal certification (Salama, 2015).
Currently, the capacity building (e.g. development of methodology and standard of
procedure for analysis) is still on-going. To support the assessment of Halal
certification, Halal panel laboratories (HPL) are also appointed on a temporary basis
to conduct the samples analysis. These laboratories are responsible for ensuring
compliance towards the established testing management criteria to maintain sample
integrity, and to ensure that analysis methods used meet the specified conditions and
criteria. Three appointed HPL are Unipeq, Halvec Laboratories and ALS Technichem
(JAKIM, 2018). One of the appointed HPL, Unipeq, for example, meet the
requirements of the ISO/IEC 17025:2005 accreditation for porcine DNA and alcohol
tests (UNIPEQ, 2018).

Halal education, communication, and training (IECT) is the fifth component of the
national Halal food control system. In Halal context, IECT is imperative to raise
awareness among consumers in order to improve their Halal knowledge and help them
to make informed decisions about their food purchasing; to promote the adoption of
Halal certification by the food industry; and to obtain information from different
stakeholders (e.g. consumers, consumers association, food industry) to support policy
makers in the decision-making, planning and implementation of Halal policies. Public
and private partners in the state, federal, industry, and universities work together to
develop and strengthen the IECT element. Example of few developed strategies
include, the establishment of Global Halal Support Centre in 2012 for the
dissemination of Halal knowledge and information for Halal stakeholders
(government, business, and consumer); and the development of professional training
modules to implement food standards, certification programs, and quality assurance
schemes for food industry associations and food enterprises. The professional training
modules are intended to ensure practitioners have a full understanding of facades
needed to support the growing Halal industry. For example, Halal Executive Program
Training (HEP) module was developed to fulfil the needs for trained human resources
in the Halal certified companies. Halal executives as the industry professionals need
to understand the tools, principles, and sources of knowledge that Islamic scholars use
to derive fatwa to solve the Halal issues in their organisation (Rafida, Alina, Syamsul,
Mashitoh, & Yusop, 2013). At the same time, these executives need to ensure that their
companies comply to the MS1500:2009. All the above Halal food control elements
are interconnected in establishing an ecosystem for the effective Halal certification
program. It is important to note that beyond the comprehensive elements of national
Halal food control, self-control, or management system implemented by the industry
remain a major cornerstone of consumer protection (Deflorin, 2014).



1.2.3 Issues in Halal Food Certification

The globalization of food commodities, as well as the extensive and complex modern
food chain have compelled Muslim consumers to rely on Halal certification, labelling
or logo as another form of assurance (van der Spiegel et al., 2012). Halal certification
in Malaysia is issued by Department of Islamic Development Malaysia (JAKIM) and
other government agencies such as State Islamic Religious Department (JAIN) and
State Islamic Religious Council (MAIN). To further strengthen Malaysian Halal
certification, in 2000, Halal standard MS1500 — General guidelines on the production,
preparation, handling and storage of Halal food was developed. To ensure the standard
remain relevant and suitable to be implemented by the companies, this standard is
reviewed every five years and revised (if necessary) (Department of Standards
Malaysia, 2018). MS 1500 was first revised in 2004. The subsequent revision was in
2009. In general, MS1500:2009 specifies the minimum requirements at all stages of
production and supply chain including procurement of raw materials and ingredients,
logistics and transportation, packaging and labelling (Department of Standards
Malaysia, 2009). Currently, the revision is ongoing for MS1500:2009 (Department of
Standards Malaysia, 2018). Similar to other standard, the revision of MS1500 is
expected to consolidate the recent Halal issues and challenges to ensemble the present
industry’s landscape.

The implications of the revoking Halal certification and recalling products are
tremendous for both Halal consumers and industry. In Malaysia, there is a tendency
for media to highlight companies that are allegedly violating the Halal requirements
(Fischer, 2015). This fast becoming a serious national issue especially in the age
whereby negative word of mouth has begun to proliferate wider and faster due to the
globalization of news through TV, internet, and text message (Hoorfar, Jordan, Butler,
& Prugger, 2011). In fact, Malaysian consumers also tend to use social network outlets
to denounce brands that fail to meet Halal standards (Abd Rahman, Singhry, Hanafiah,
& Abdul, 2016).

Extensive media coverage of food scares can intensify risk perception and amplify its
consequences. These typically lead to a decline in demand for the affected product; a
detrimental economic consequence for food companies (McCluskey & Swinnen,
2011). For example, due to possible porcine contamination of the Golden Churn butter
produced in New Zealand in 2011, approximately MYR 5 million canned butter from
the Malaysian market had been recalled. This negatively affected the Sarawak layered
cake (kek lapis) industry as well — as Golden Churn Butter is one of the main
ingredients in many products. The Sarawak layered cake industry reported an 80%
drop in sales from August 2011 to January 2012 (The Star, 2012). The long-term
reputational damage to companies’ brand can have an even steeper price. In 2006,
Silver Bird’s factory was ordered to shut down for two weeks after it was discovered
using non-Halal cooking oil and operating in unhygienic conditions. For the first
quarter ended Jan 31, 2007, Silver Bird reported a net loss of MYR 18.25 million
(Finance Twitter, 2007). The company never fully recover and has confirmed it has
closed down its operations in 2016 (Yuan, 2016).



There are still many cases of non-compliance toward Halal standard reported despite
its severe consequences for a food company. In the cases of serious offence toward
Halal procedure, JAKIM could either suspend or withdraw the company’s Halal
certification and recall the affected products (JAKIM, 2011). From 1982 to 2008,
about 40 non-compliance cases with MS1500: 2004 were reported (Daud, Din, &
Bakar, 2011). Since the second revision of MS 1500 in 2009, multiple issues and
challenges related to Halal have emerged which prompting the need to revise the MS
1500: 2009. For instance, there was a drastic rise in non-compliance cases discovered,
as within less than two years (2010 — March 2012), JAKIM has recalled 39 products.
According to JAKIM (2014), in general, products are recalled from market due to
possible contamination of haram material. In the same period, the authority has also
revoked the Halal status of 10 hotels, food premises, and one slaughterhouse (JAKIM,
2012). In 2013, small, large and serious mistakes were found in 126 out of 1437
inspection cases conducted by JAKIM (Othman, Shaarani, & Bahron, 2016). In
addition to previous reports by JAKIM, more recent cases on non-compliance of the
Halal standard by food producers were found in mainstream newspapers (New Straits
Times, 2013, 2014; The Straits Times, 2015). For instance, in 2017, JAIN raided a
slaughterhouse in Semenyih and seized 1,098 packets of chicken that were not
properly slaughtered according to Halal slaughter procedure described in the standard
(Zaini, 2017). As such, MS 1500: 2009 revision is important to provide industry proper
guidance to effectively implement the standard.

Cases of Halal standard violation are not only confined to Malaysia. In Indonesia, a
major scandal in 2001 related to Ajinomoto used to trigger public concerns. The
Japanese company admitted that they had substituted beef derivative with pork
derivative bactosoytone to reduce their production cost. Bactosoytone actually is a
medium for bacterial growth to produce important enzymes in monosodium glutamate
(MSG) production. In the aftermath of the scandal, public apology was issued, and few
company's employees were arrested. The scandal also appeared to undermine the
credibility of MUI, the certification body responsible to certify Ajinomoto’s products
(Fischer, 2015). In another instance, the Indonesian Food and Drug Monitoring
Agency (BPOM) revoked the export permit of four South Korean companies
Nongshim, Ottogi, U-Dong and Samyang after traces of porcine DNA were found in
their instant noodle’s products in June 2017. This recent debacle also affected the sale
of other Halal-certified instant noodles from South Korea (Tan, 2017).

Failure to achieve the standard requirements is not unique to Halal certification. For
example, there are many cases reported worldwide where companies are unable to
control or eliminate hazards despite having food safety management system in place
(Kafetzopoulos & Psomas, 2013; Lowe, 2008; Manning, 2007). As a reference, a
management system is defined as “the way in which an organization manages the inter-
related parts of its business in order to achieve its objectives” (ISO, 2017). The
objectives can be based on different subjects including food safety, quality and halal
food. Industry could lose millions of dollars from a single foodborne outbreak case
due to loss of revenue, charges, penalties, legal fees, cost of inspection and staff
retraining (Bartsch, Asti, Nyathi, Spiker, & Lee, 2018). Scholars argue that it is not
the management system that is to blame but the approaches and inadequate
implementation of the system which are likely to cause the failure (Adams, 2002;
Yasmine Motarjemi & Kiferstein, 1999). Certifying the food safety management
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system does not guarantee the optimum level of food safety hazards, or the absolute
food safety and quality of the end product (Fotopoulos, Kafetzopoulos, & Psomas,
2009). The food safety management system can avoid food scandal or crisis only if the
companies’ system is effectively implemented (Wallace, Powell, & Holyoak, 2005a).

Similarly, in quality certifications, fulfilling only minimal standard requirements is not
sufficient for the company. According to Rodriguez-Escobar, Gonzalez-Benito, and
Martinez-Lorente (2006), ISO 9001 certificate is an indicator that a company has
quality management system in place, but it provides not guarantee that the system
implemented by the company is working properly. One of the causes of this problem
is the tendency for companies to pursue certification only to satisfy external
stakeholders than to seek for internal improvements (Jones, Arndt, & Kustin, 1997).
In addition, there are also other external and internal factors affecting the effectiveness
of management systems implementation such as company’s resources, top
management, employee, education and training, process, supplier. Research on factors
for effective implementation of management system is vital to help companies identify
intervention strategies to improve their overall system performance (Taylor & Taylor,
2004). In addition, many researchers have also suggested the need to develop an
instrument to assess the effectiveness of food quality and safety systems
implementation (Cormier, Mallet, Chiasson, Magnusson, & Valdimarsson, 2007; van
der Spiegel, Luning, Ziggers, & Jongen, 2005) that is not only based on the outbreak
data (Wallace, Powell, & Holyoak, 2005b). To address these issues, multiple studies
have been conducted to study the critical factors, and to develop and validate the
effectiveness instruments in food safety and quality context (Kafetzopoulos & Psomas,
2013; Kirezieva, Jacxsens, Uyttendaele, Van Boekel, & Luning, 2013; Psomas,
Kafetzopoulos, & Fotopoulos, 2013; Ren, He, & Luning, 2016; van der Spiegel et al.,
2005).

Similarly, identification of critical factors and assessment are also required for
effective Halal food management system. Food companies need to understand that
obtaining Halal food certification solely for marketing purpose would not only result
in unsustainable business operations but also compromise the status of Halal food
products and consumers’ trust (Talib, Ai Chin, & Fischer, 2017). Effective Halal food
management system on the other hand is often associated with better organisational
performance. Multiple publications have linked Halal certification implementation
with multiple external and internal benefits (Abdul, Ismail, Hashim, & Johari, 2009;
Aziz & Chok, 2013; Marzuki, Hall, & Ballantine, 2012b; Nawi, Izati, & Nasir, 2016;
Noordin, Md Noor, Hashim, & Samicho, 2009; Noordin, Md Noor, & Samicho, 2014;
Talib, Abdul Hamid, & Chin, 2016; Tieman, 2012). Some benefits mentioned include
ease market entry; market expansion and growth; increase number of customers;
enhanced consumer confidence and satisfaction; affects customer decision; customer
retention; increase revenue and sale; better management; logistics performance; and
financial performance. However, except for very few publications (Abd Rahman et al.,
2017; Badruldin et al., 2012; Marzuki et al., 2014; Talib, Hamid, & Chin, 2015),
associations between Halal certification implementation and organisational
performance were not established through empirical studies.
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Although Halal certification is a crucial matter in the food industry (Bonne & Verbeke,
2008; Nasir & Pereira, 2008), limited literature is available on Halal certification and
its management system. Common topics in earlier studies are on consumerism issues,
such as consumer purchase intention (Aziz & Chok, 2013), consumer confidence
(Mohamed, Shamsudin, & Rezai, 2013), consumer behaviour (Shah Alam &
Mohamed Sayuti, 2011), and consumer intention to pay (Verbeke, Rutsaert, Bonne, &
Vermeir, 2013). In recent years, there has been a growing number of publications
focusing on Halal management system from the manufacturers perspective (Othman,
Md. Shaarani, & Bahron, 2017; Talib et al., 2017; Talib, Hamid, & Chin, 2015; Talib,
Sawari, Hamid, & Thoo, 2016). However, there are only a few that specifically discuss
the critical factors of effective Halal food management system implementation, as well
as its association to organisational performance. In addition, relatively little is known
about the availability of instrument to measure the effectiveness of Halal food
management system implementation.

1.2.4 Justification of Research Setting

The Halal industry is an important contributor to Malaysian economy. The industry is
anticipated to contribute about 8.5% to the country’s Gross Domestic Product (GDP)
by 2020 (The Sun Daily, 2015). As shown in Figure 1.4, the Halal export value has
significantly increased within seven years period (2011 to 2017). The current value of
Malaysia’s exports of Halal products is MYR 43.4 billion (Jamny Rosli, 2017).
Malaysian small and medium enterprises (SMEs) help generated RM3.8 billion Halal
exports while cottage industries contributed approximately RM1.5 billion (Arif Shah,
2016).

45
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Figure 1.4: Halal Export Value (2011-2017)
[Source adapted from (MITI, 2017) and Jamny Rosli (2017)]

The major contribution of Malaysian Halal export comes from the food industry
(Nasa, 2017). At the global level, the food sector makes up over 60% of the total Halal
products market. This vast market percentage is not surprising given the high level of
awareness about Halal food. The Malaysian food industry encompasses sectors such
as cocoa and chocolate products, fishery products, cereals and cereal products,
processed fruits and vegetables, confectionery, food ingredients, herbs and spices,
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beverages, animal feed, and others. It is dominated by small and medium enterprises
(SMESs) that make up more than 80% of the total food companies (Khairy & Domil,
2011). In Malaysia, SMEs for the manufacturing sector are defined as firms with sales
turnover not exceeding MYR 50 million or a number of full-time employees not
exceeding 200 (SME Corp Malaysia, 2017). Detailed definitions of SMEs in Malaysia
are described in Figure 1.5. Over the years, the number of MS 1500:2009 certified
companies have increased significantly (Talib, Thoo, & Hamid, 2018). As of 2016,
Halal Industry Development Corporation (2016) reported that there are about 2504
Halal-certified companies, including micro (1,120), small and medium (2155) as well
as large or multinational companies (840).

Manufacturing Services and Other Sectors
Sales turnover: Sales turnover:
RM15 mil £ RM50 mil RM3 mil < RM20 mil
OR Medium OR
Employees: From 75 to < 200 Employees: From 30 to =75
Sales turnover: "g\ Sales turnover:
RM300,000 < RM15 mil Small \\ RMSOO,OOC())R< RM3 mil
OR : .

Employees:ﬁ:m 5t0<75 Employees: From 5to <30

Sales turnover:
< RM300,000
OR
Employees: <5

Sales turnover :
< RM300,000
OR
Employees: <5

Figure 1.5: Definitions of SMEs in Malaysia
[Source: SME Corp Malaysia (2017)]

Although SMEs contribute significantly to the most countries’ economies, they are
more likely to face intense challenges in establishing effective management system
due to a lack of resources, competencies and diseconomies of scale
(Aggelogiannopoulos, Drosinos, & Athanasopoulos, 2007; Antony, Kumar, & Madu,
2005; Karapetrovic, Rajamani, & Willborn, 1997; Karipidis, Athanassiadis,
Aggelopoulos, & Giompliakis, 2009; Lo & Humphreys, 2000; Yapp & Fairman,
2006). There are also significant differences between SMEs and large manufacturers
in term of structure, policy-making procedures, resource utilization, staff patterns,
culture and support (Welsh & White, 1981). Moreover, according to Semos and
Kontogeorgos (2007), Kiipper and Batt (2009) and Aggelogiannopoulos et al. (2007),
insufficient information, support, guidance, as well as the commitment of top
management and employee, instill incredulity in the overall effectiveness of SMEs
management system implementation.

Maintaining any management system requires ongoing resource commitments, this
may be one of the reasons why Murphy (2016) found that SMEs’ commitment to
quality improvement often decrease after adopting the standard. This conclusion is
based on 25 years (1990-2014) of review in SME’s quality management studies.
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Similarly, Sun and Cheng (2002) found that compared to large companies, quality
management system implementation in SMEs are less effective. According to
Gellynck, Dora and Molnar (2010), most of the European food SMEs tend to
discontinue their quality improvement practices. The authors added that the lack of
sustainability in quality improvement among SMEs is due to the changed in focus and
management commitment. Another study conducted by Ilkay and Aslan (2012) also
found that no improvement in performance were observed in most ISO 9001 certified
Turkish SMEs, indicating the need for these SMEs to effectively implement their
quality management system.

According to Violaris, Bridges, & Bridges (2008), the size of business is the best
indicator of effective food safety management system implementation. They found
that the small business studied are lagging in ensuring food safety due to financial
constraints. The impacts of food safety incident are inherently more severe for SMEs
as they are at greater risk to recover from a food safety incident (Hussain & Dawson,
2013). According to Angeli, Apostolou, Pouvali, & Olympiou (2009), SMEs are
facing problems in implementing standard and regulations, particularly when
resources (e.g. infrastructure and additional employment) are involved. As Halal food
management system implementation also require resources and competent employees,
Halal certified SMEs may face extra challenges to ensure the effectiveness of their
system. Issues of ineffective implementation of the management system among SMEs
indicates the need for more studies in this context (Dora, Kumar, Van Goubergen,
Molnar, & Gellynck, 2013a; Psomas, Fotopoulos, & Kafetzopoulos, 2010).

1.3 Problem Statement

The implication for companies’ failure to achieve standard requirements or revocation
of Halal certification could be enormous, for the company itself and Halal food
industry as a whole. In general, the failure to achieve the management system to avoid
foodborne disease outbreak or improve quality performance in the company is mainly
attributed to the inadequate or ineffective implementation of the system itself.
Numerous studies in food safety and quality management system have highlighted the
importance of understanding the critical factors to make sure the effectiveness of the
management system implementation is fully achieved (Chen, Flint, Perry, Perry, &
Lau, 2015; Escanciano & Santos-Vijande, 2014; Eves & Dervisi, 2005; Maldonado-
Siman, Bai, Ramirez-Valverde, Gong, & Rodriguez-de Lara, 2014; Nguyen, Wilcock,
& Aung, 2004b; Eunice Taylor & Kane, 2005, Teixeira & Sampaio, 2013; Tomasevié
et al., 2013). Many authors also argue the need for a diagnostic instrument to assess
the effectiveness of the management system implementation in food safety and quality
context (Kafetzopoulos & Psomas, 2013; Kirezieva, Jacxsens, et al., 2013; Psomas,
Kafetzopoulos, et al., 2013; Ren et al.,, 2016; van der Spiegel et al., 2005).
A similar argument can be applied to Halal food management system context.

The study on critical factors and instrument development and validation is especially
important for SMEs food companies who may face multiple challenges in term of
resources, insufficient information, support, guidance, lack of top management
support, lack of employee’s commitment and competencies, inadequate policy-making
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procedure and culture to effectively implement their Halal food management system.
Some studies also found that quality and food safety management system
implementation are more likely to be less effective in SMEs compared to large
companies (Ilkay & Aslan, 2012; Murphy, 2016; Sun & Cheng, 2002; Violaris et al.,
2008). As the vast majority of Malaysian food businesses is SMEs, study focussing on
this context is important. SMEs are also one of the main drivers toward Malaysian
aspiration to become the global Halal. In fact, under the IMP3, one of the three key
performance indexes (KPIs) set to be achieved by year 2020 is to list 1,600 SMEs as
active Halal exporters. A failure on SMEs’ part to effectively implement Halal food
management system food products will lead to failure to deliver Halal and safe food,
and subsequent loss in consumer confidence and market share. In addition, there has
been limited empirical studies that assess the association between Halal food
management system implementation and organisational performance, especially in
SMEs context.

1.4 Objectives of the Study

This study mainly seeks to develop and validate an instrument that assesses the
effectiveness of Halal food management system implementation within the context of
SMEs food companies in Malaysia. The specific objectives (s) are:

i.  to conduct an exploratory investigation of the constructs of the critical
factor in Halal food management system among SMEs food companies in
Malaysia

ii.  to develop an instrument based on the qualitative findings

iii.  to evaluate the reliability and validity of the developed instrument

iv.  to assess the relationship between the Halal food management system
critical constructs and organisational performance (operational
performance and product quality)

1.5 Overview of Methodology

A sequential mixed-methods approach has been devised to achieve the research
objectives. This approach provides a systematic method for researchers seeking to
develop a new instrument or adapt an instrument for a new context (Creswell & Clark,
2011). The exploratory mixed-methods approach for instrument development was
conducted in three phases: an initial qualitative, an instrument development phase, and
a quantitative survey. Figure 1.6 presents the mixed-methods procedural diagram for
the study.
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INSTRUMENT

QUALITATIVE » DEVELOPMENT ‘ QUANTITATIVE
Procedures: Procedures: Procedures:
Semi structured interviews Item generation (sub- Questionnaires
Data Analysis: themes inform items; Data Analysis:
Thematic analysis (Atlas.ti) literature) Descriptive analysis (SPSS);
Validation (triangulation of [tem revision (expert Normality (MVN package);
informants, maximum review; Q-sort; pre-test) EFA (SPSS); CFA (Smart-
variation, member checks, Products: PLS); SEM (Smart-PLS)
peer examination and thick Validity evidence (face and Products:
and rich description); content validity); Reliability evidence
Reliability (transcripts Instrument to assess (Cronbach's alpha;
verification and the effective halal food composite reliability);
codebook) management system validity evidence
Products: implementation (convergent, discriminant,
Transcripts; themes and sub- predictive); hypotheses
themes results

Objective 1 Objective 2 Objective 3 & 4

Figure 1.6: Overview of Sequential Mixed-Methods Approach

1.6 Significance of the Study

In general, this study provides insights that contribute to a better understanding of
Halal food management system implementation. From the academic perspective, this
study fills the gap in the literature by extending the body of knowledge through the
exploration of the critical factors that affect the effectiveness of Halal food
management system implementation. The present study is also one of the earliest
studies to develop an instrument and assess the effectiveness of Halal food
management systems implementation for SMEs food companies. It can also contribute
to the development of research related to Halal food management system.

As a managerial tool, the instrument will give the food companies information to
improve a specific activity or element in the Halal food management system
implementation. As such, the companies can decide to add, improve or sustain their
management activities. Consequently, the companies can identify the strengths and
weaknesses of their Halal food management system, and based on strategic decisions,
an appropriate action plan can be developed either by maximize strengths or minimize
weaknesses to improve the overall Halal and Toyyib aspects of their products.

This study also has some practical implications for the Halal policymakers and training
provider. The findings provide Halal policymakers with an indication of the areas that
should be addressed to help SMEs food companies to effectively implement their
Halal food management system. Additionally, external Halal training providers could
also incorporate the critical constructs found in this study into their module; this may
help Halal food professionals to better understand the key elements for effective Halal
food management implementation.
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1.7 Thesis Structure

This thesis consists of six chapters. Figure 1.7 presents the overview of the thesis
structure. Chapter One presents the background of the research, problem statement,
objectives, overview of the methodology and significance of the study. Chapter Two
provides the broad overview of Halal food certification, and management system. It
also presents the literature review of the management system, specifically in Halal,
food safety and quality context. Chapter Three presents the qualitative phase of the
study; this includes the methodology, results and discussion. Chapter Four consist of
two parts, the instrument development and validation parts. It also details the
methodology and data analysis of the quantitative phase, and end with results and
discussion. Chapter Five follows on the work presented in Chapter Four, it further
explains the association between Halal food management implementations constructs
and performance constructs. Finally, Chapter Six provides the summary of the study,
re-iterates the significance, limitation of this study and offers suggestions for future

work.
THESIS
CHAPTER

CHAPTER 1
General introduction

l

CHAPTER 2
Literature review

l

CHAPTER 3 RESEARCHE
Qualitative phase ‘ OBJ-E?T
CHAPTER 4 RESEARCH
Instrument development OBJECTIVE
and validation 2&3
CHAPTER 5
The relationship between RESEARCH

halal toqd_ management « OBJECTIVE
system critical constructs, 4

operational performance
and product quality

CHAPTER 6
Conclusion

Figure 1.7: The Structure of Thesis
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