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ABSTRACT

This research aims to study about MS 1500:2009 holistically which includes: the
motives that drive the firms to implement this MS, the firms’ perception towards the
implementation and the limitations of its implementation, the impact of this
implementation for the firm and also the demographic factors of this MS. There are
two main issues which contribute to this study. Firstly, the problems and challenges that
frequently lead to unsuccessful execution of implementation of MS 1500. Secondly, the
unexplored and inconclusive findings in the area of research related to Malaysian Halal
Certificate and Halal Logo, especially the ones related to MS 1500. This research gave
particular attention on firm or industry side. Institutional Theory of DiMaggio and
Powell had been adopted to analyse the motive behind implementation of this MS.
Meanwhile to elaborate and analyse the implementation itself, this research adopted and
modified the findings of Peter, Trans & Adam; Fixsen et.al and Kalaskar. Six type of
impact of standardization from Bellina et.al was also adopted and modified to analyse
the impact of implementation of this MS. The Food and Beverages Industry in Malaysia
which already got Halal Certificate and Halal Logo are chosen as scope of population
with 212 convenience sampling companies. Data was collected using a 5 scale-Likert
scale questionnaire. Data analyses include the descriptive statistics analysis, reliability
test, Exploratory Factor Analysis (EFA), Confirmatory Factor Analysis (CFA), and
Structural Model Analysis using Covariance-Based Structural-Equation-Modelling
(CB-SEM) method. From a series of data analysis and 5 hypothesis testing, it was
discovered that there is a close correlation between motive, implementation and impact.
For Hypothesis 1, it was found that motives behind implementation has a significantly
positive influence on the implementation of MS 1500:2009 with 99% confidence level.
Every 1 unit increase in motive leads to a 0.509 unit increase in the implementation
itself. For Hypothesis 2, it was found that implementation of MS 1500:2009 has a
significantly positive influence on its Impact with 99% confidence level. Every 1 unit
increase in implementation leads to a 0.347 unit increase in the impact. For Hypothesis
3, it was discovered that Implementation of MS 1500:2009 has a significantly positive
influence on mediating the relationship between Motives and Impact with 99%
confidence level. From the bootstrap test, it was found that partial mediation of
implementation occurs at VAF value equal to 32.1%. For Hypothesis 4, it was found
that difference in company characteristic and size will not give any significant
difference on the strength of the relationship between motive and the implementation.
Lastly, for Hypothesis 5, it was found that the different age of implementation of MS
1500:2009 will give a significantly positive influence to the strength of the relationship
between implementation and its impact, with 99% confidence level. From chi-square
test (2 test), it was found that the age of implementation has a full moderation effect.
Companies at full stage of implementation were found to achieve the highest impact
from their efforts to implement MS 1500-2009. A brief and compact questionnaire
which only consisted of 35 questions has been produced from the structural model
analysis. This questionnaire is expected to be able to be utilized as an assessment tool
and research instrument for further research related to implementation of MS 1500 or
for other Malaysian halal standard research by performing several required
modifications.
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CHAPTER ONE

INTRODUCTION

1.1 RESEARCH BACKGROUND

The growth of the issue of “halal-ness” of products and services is in tandem with the
growth of the World’s Muslim population. The vast enhancement of Muslim population
and Muslim purchasing power will bring a lot of promise in the future of the global halal
industries including foodstuffs, cosmetics, fashion and health care. Nevertheless, the
intensity of sensitivity of Halal will increase when it comes to food-related matters.
According to Elasrag (2016), the growth of global Halal food industry is triggered by
the increasing awareness among Muslims on the need and necessity to consume only
halal food. Another triggering factor is the ascending trend of halal product
consumption by non-Muslim consumer for ethical, health and safety reasons (Ambali &
Bakar, 2014).

According to Pew Research Centre (2010), Islam is the second largest religion in
the world (23.2% of world population), just below Christians (31.5%). Moreover, Pew
Research Centre Forum on Religion & Public Life (2011) mentioned that the world’s
Muslim population is expected to increase about 35% in the next 20 years, from 1.6
billion in 2010 to 2.2 billion by 2030. Meanwhile, the world’s Muslim population is
expected to be 2.6 billion by 2050 (see Figure 1.1).

In the meantime, Surkes (2017) mentioned that a growth rate of approximately
73% is expected for the Muslim population from 2010 to 2050. This number is much
larger than the average growth of the global population which is predicted to be around
37%. If those rates of growth continue past 2050, the global Muslim population will
match with the global Christian population by 2060 (Surkes, 2017).
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Figure 1.1 The Future of Global Moslem Population

The incredible growth of world’s Muslim population will open a big opportunity
to tap in the global Halal market and Halal industry. However, Halal Food industry has
grown faster than any other industry in the Islamic economy sector. The Global Islamic
Economic Report 2018/2019 mentioned that by category of spending, Halal Food &
Beverages Industry still holds the biggest share with a value of about US$ 1,303 billion
in 2017, and it is expected to reach US$ 1,863 billion by 2023 (see Figure 1.2).

Growth of the halal economy
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Figure 1.2 Growth of the Halal Economy



The fact that the Halal Food industry has the biggest share in the Islamic economy
is in line with the statement of Elasrag (2016) which mentioned that by 2020, the Muslim
food expenditure is expected to grow to US$1,585 billion. It is estimated to account for
16.9% of global expenditure. This amount is equated to a 5.8% CAGR growth between
2014 and 2020 (see Table.1.1).

Table 1.1 The 2020 Projected Global Halal Market

2014 2020
P Total Global Market Size was| P With 5.8% CAGR the Total Global
US$6,755 billion. Market Size will be US$9,406 billion
» Global Muslim Market spending| P> Potential Muslim Market spending on
on food & lifestyle at 2015/16 food & lifestyle is predicted to be
was US$1,128 billion (17% of US$1,585 billion.

global expenditure on 2014)

» Global Muslim Market spending| P> Potential Global Muslim spending on
on Food only was US$795 Food only is predicted to be about
billion. US$2,537 billion.

Adopted from: Elasrag (2016)

Moreover, the State Global Islamic Economic (SGIE) Report 2019 mentioned that
the Islamic economy market size in 2017 was about US$ 4,545 billion and expected to
reach US$ 6,816 billion by 2023. Meanwhile, the Adroit Market Research (2018) has
announced that global halal market size is expected to reach US$ 9,710 billion by 2025.
Previously, the SGIE reported that the total global Muslim spending on food and
beverages in 2016 was about US$1, 240 billion, while in 2015 it was about US$1,128
billion. The graph of halal food and beverages industry’s growth can be seen in Figure

1.3.
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Figure 1.3 Growth of Halal Food & Beverages Industry Market Size

As seen in Figure 1.3, the trend of the Halal Food & Beverages Industry is clearly
growing. Through the linear forecast based on the reported data from 2015 to 2017, the
market size in 2020 is estimated to be roughly US$ 1,580 Billion and the market size in
2023 is predicted to be US$ 1,850 Billion. These values are very close to the US$ 1,585
Billion in 2020 forecasted by Elasrag (2016) and US$ 1,863 Billion in 2023 forecasted
by the SGIE 2018/19 respectively.

These big opportunities of Halal Market has been captured by several countries
in the world, both Muslim and non-Muslim countries. As a Muslim country, Malaysia
aspires to be a halal hub and is aggressively working towards becoming the key player
in delivering halal food products (Mohamad & Backhouse, 2014). Therefore, Halal

Industry in Malaysia has grown significantly.

According to Malaysian Ministry of International Trade and Industry (2016),
Malaysian Halal Industry has a growth of 258.54%, from RM4.1 billion in 2012 to
RM10.6 billion in 2015. Meanwhile, Malaysia’s halal exports grew by 7.1% to RM42.18
billion in 2016. These significant growths are aligned with the SGIE 2019/2020 report
which mentioned that for the sixth consecutive year, Malaysia maintains its position as

the leading country in terms of overall Islamic economic ecosystem.





