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ABSTRACT

The main objective of this thesis is to explain customer purchase intention towards
Perak Gold Dinar (PGD) through cognitive customer behavioural lenses. The
conceptual framework of the study represents an extended Theory of Planned Behaviour
(TPB) with the inclusion of objective and subjective consumer product knowledge as
exogenous variables. The study adopted a mixed method exploratory design —
instrument development model. The findings from the initial qualitative enquiry were
used to guide the development of the construct measuring customers’ PGD purchase-
related beliefs. The measure of the objective product knowledge of the customers was
also specifically developed for the purpose of this study. The measures of TPB
constructs were adapted from among the existing reliable instruments in the literature.
The population under study was identified as all the registered customers of one of the
largest nation-wide distributors of Gold products in Malaysia. Therefore, the total list
of the registered customers was taken as the sampling frame. The sample of 571
respondents was obtained on the basis of simple random sampling. A link to the online
questionnaire form was distributed through email by the distributor’s company that
agreed to facilitate the study. The full-fledged Structural Equation Modelling (SEM)
was adopted as the analytical procedure. The research found that the hypothesized
structural model assessing the indirect explanatory strength of PGD purchase-related
beliefs as well as objective and subjective product knowledge on customers' purchase
intention towards PGD using attitudes, subjective norms and perceived behavioural
control as mediators fits the data well. Even though the objective product knowledge
did not exert a direct influence on PGD purchase intention it was found to be practically
an important point of entry to tap into the formation of the purchase intention of the
customers towards PGD. The unexpected negative suppression effect by the objective
product knowledge revealed its indispensable role in the interplay of cognitive
behavioural dynamics underlying the formation of the purchase intention towards the
PGD.
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CHAPTER ONE
INTRODUCTION

1.1 INTRODUCTION

The aim of this chapter is to introduce a reader to the most important building blocks of
the entire research such as the research background, problem statement, research
questions, research objectives, and the significance of the study. It is intended to give

an initial but brief understanding of the research.

1.2 BACKGROUND OF THE STUDY

Customer purchase behaviour towards the Gold Dinar in Malaysia has been presenting
a challenge to its marketers as a result of a mixed response from customers. The first
Gold Dinar in Malaysia was introduced in 2006 in the State of Kelantan. Initial euphoria
towards the Kelantan Gold Dinar was beyond the expectation of the issuers. However,
it moderated eventually (Muhammad, Muhammad, & Jusoh, 2008). In his study on the
acceptance of Gold Dinar as a medium of exchange, Dali (2009) also states the fact that
many private companies that were established to offer the Gold Dinar to the public
closed down due to the poor response from both the government and the public. The
experience is different with regards to the issuance of the Perak Gold Dinar (PGD)
where there seems to be a better acceptance amongst the government and public, and
doing well, posing a new challenge to understand as to why such diametrically opposing
acceptance and phenomenon.

Subsequent to its introduction in Malaysia, Gold Dinar was looked upon as an
alternative medium of exchange (Diwany, 1997; Yusuf, Dali, & Husin, 2002; Meera,

2002; Rab, 2002; Zuhaimy, 2003; Meera & Larbani, 2004; Hosein, 2008). However,



this idea soon faded due to challenges and difficulties imposed by the current financial
system that inhibits the usage of any non-fiat instruments as a medium exchange as has
been enshrined in the section 63 of the Legal Act, highly regulated by the regulator,
Bank Negara or the central bank (Central Bank of Malaysia Act 2009, s 63). Meanwhile,
the role of Gold Dinar as an important tool to preserve public wealth is very well
documented with sufficient research and empirical evidence over space and time
(Ghosh, Levin, Macmillan & Wright, 2004; Worthington & Pahlavani, 2007; Tkacz,
2007; Bau & McDermott, 2010; lbrahim, 2012; Idris, Ab Aziz, Ismail, Sahiq, Idrus,
Yazid & Mohamed, 2013; Ghazali, Lean & Bahari, 2015; Lean & Yeap, 2016). This
prompted the government of Malaysia to support various initiatives like the Bank
Negara's Kijang Gold Dinar, Perak Gold Dinar and others with dual aim of protecting
and preserving wealth of its citizens, since Gold Dinar as an investment, proven to be a
safe hedge against inflation (e.g. Gosh et al., 2004; Worthington & Pahlavani, 2007;
Lean & Yeap, 2016). In addition, indirectly, this also supports the aim of Gold Dinar
promoters in placing Gold Dinar in the hands of the public.

Viewing the Gold Dinar as a public wealth preservation tool rather than
alternative medium of exchange requires different theoretical approaches to study the
factors that may influence its successful adoption by the public. There is an apparent
void in the literature of treating the Gold Dinar as a consumer product in the market
while this approach has a potential to provide new and more realistic insights into how
to make its distribution among the public a successful enterprise. The scarcity of studies
on Gold Dinar from the marketing perspective was also mentioned in one of the most
recent studies of Gold Dinar by Ab Hamid, Ya’kob, Wardhani and Aflah (2013). It

appears that to date none of the researchers studied what are the behavioural dynamics



that drive customer purchase response towards the Gold Dinar. The intent of the present

research is to fill up this lacuna.

1.3 STATEMENT OF THE PROBLEM

In light of established studies and research on gold as a viable instrument of value
preservation during times of uncertainty, introducing various gold coins was one of the
initiatives undertaken by various Malaysian State Governments in order to make gold
investment available to the public. To just name a few alternatives for gold coins
investment:- they are the Kijang Emas issued by Bank Negara (Central Bank), Royal
Mint Gold Dinar, Kelantan State gold Dinar and the Perak State gold Dinar. Placing
these products in the hands of people is seen as the starting point towards allowing
people to diversify their investments and protect their wealth.

Apart from government initiatives, the public in general has also recognized the
value of gold investments. However, as it has been stated above the public’s response
to gold coins initiatives was ambiguous or mixed at best. For example, the case of the
PGD has become an extremely successful initiative. To date the PGD was minted thrice
and following all of its minting, gold coins were sold even before they reached the
market. At the same time, in the case of the Kelantan Gold Dinar (Muhammad,
Muhammad, & Jusoh, 2008) or some private companies (Dali, 2009) the response from
the public was rather dreary.

This necessitates a holistic explanation of the formation of customer purchase
intention towards the PGD. It is important to investigate factors contributing to the
success of the PGD among the Malaysian public. In doing so, it is important to examine
the influence of cognitive behavioural aspects such as consumer product knowledge and

purchase related beliefs on consumer purchase intention towards PGD. While the



customer behavioural approach is ignored in the literature explaining the purchase of
the Gold Dinar, it can potentially open a completely new perspective on the
understanding of customer behaviour towards the Gold Dinar.

A holistic investigation and explanation of the factors that make the difference
between the intention to purchase or not to purchase the PGD will allow marketers of
other Gold Dinars to make mass acceptance of their Dinars by the public a successful
undertaking. The findings will help to shape their respective strategies in marketing,
advertising, promotion and customer education initiatives aimed at further accentuating

the importance of the Gold Dinar.

1.4 CONCEPTUAL FRAMEWORK

The conceptual framework of the present study was developed with the purpose of
explaining customer purchase intention towards PGD through cognitive customer
behavioural lenses. This conceptual framework as shown in Figure 1.1 represents the
extended model of the Theory of Planned Behaviour (TPB) (Ajzen, 1991) with the
inclusion of two components of consumer product knowledge — objective and
subjective. The objective and subjective product knowledge constructs are included as
exogenous Vvariables that along with PGD purchase related beliefs exert indirect
influence on the formation of PGD purchase intention through attitude, subjective norm
and perceived behavioural control of PGD purchase. The direct link between product
knowledge constructs and PGD purchase intention is also hypothesized in the
conceptual framework of this study.

TPB devised by Ajzen in 1991 was widely used to explain the behaviour of
individuals in various domains of social science including that of consumer marketing.

In fact it became one of the most applied theories that were used to explain the



purchasing behaviour of the customers due to its unique practicality and prescriptive
ability (Bray, 2008). According to TPB any behaviour of an individual, including that
of purchase behavior, is predicted by behavioural intention. Behavioural intention in its
turn has three antecedents — attitude towards the behavior, subjective norm and
perceived behavioural control (attitude towards PGD purchase, subjective norm
towards PGD purchase and perceived control of PGD purchase in the context of this
study which is purchase situation). Finally, each of these antecedents is influenced by a

corresponding behaviour related beliefs of an individual.

Objective
Product
Enowledge

Attitude
. towards PGD
Purchase

Subjective
norm towards
PGD Purchase

PGD Purchase
Intention

Related Beliefs

Perceived
Control of
PGD Purchase

Subjective
Product
Knowledge

Figure 1.1 Conceptual Framework of the Study

Although TPB belongs to the group of the so called cognitive theories, one of
the most important cognitive constructs, which is knowledge, was not included into the

model by its author. In fact, the author of the theory specifically pointed out that



knowledge, defined as information accuracy, “is neither necessary nor sufficient;
indeed, it can be irrelevant to decision making” (Ajzen, Joyce, Sheikh, & Cote, 2011,
p. 115). However, this study argues, that the knowledge construct, might although be
irrelevant to certain types of behaviour, should be included in models aimed at
explaining customer purchase behavior.

Consumer product knowledge being included into alternative theoretical models
that were developed for the purpose of explaining customer purchase behaviour is
deemed to be integral to the dynamics of customer purchase behaviour. Specifically,
according to the consumer decision model (Engel, Kollar & Blackwell, 1968; Engel,
Blackwell & Miniard, 1995; Blackwell, Miniard & Engel, 2001) and theory of buyer
behaviour (Howard & Sheth, 1969), the consumer product knowledge construct is
linked to the purchase decision of the customers, explicitly and implicitly — through its
strong link to information search (Jiang & Rosenbloom, 2013). Furthermore, according
to these models, consumer product knowledge influences not only purchase behaviour
itself but also the entire process of establishing beliefs, attitudes and purchase intentions.
These linkages provide an argument for the inclusion of the consumer product
knowledge construct into the TPB model applied to the context of customer purchase
behaviour as an exogenous variable. The review of TPB studies in the context of a
purchase situation, as it is discussed in Chapter 2, provides further empirical support to
this proposition.

In the conceptual framework of the study as per Figure 1.1 the consumer product
knowledge is presented by two constructs — subjective and objective product
knowledge. These are two widely conceptualized dimensions of the consumer product
knowledge. Among the seminal works that introduced the notion of objective and

subjective dimensions of consumer product knowledge are Brucks (1985; 1996), Selnes



and Grgnhaug (1992), Park, Mothersbaugh and Feick (1994), Alba and Hutchinson
(2000). Carlson, Vincent, Hardesty and Bearden (2009) in their meta-analytical review
of nearly thirty years of prior consumer research findings regarding the relationships
between objective and subjective product knowledge identified at least one hundred and
three articles that applied this dichotomy of consumer product knowledge. When
Brucks (1986) first introduced objective and subjective dimensions of consumer
product knowledge, she emphasized the importance of including both into studies
pertaining to the consumer decision-making as they may influence different aspects of
the consumer decision making process differently. Later research has empirically
confirmed that objective and subjective product knowledge, although correlated, exert
different effects on different consumer decision-making related tasks such as product
evaluation, information search, and perceived decision outcomes (Raju, Lonial, and
Mangold, 1995) or customers’ cognitive efforts and the amount of information stored
in memory (Philippe & Ngobo, 1999).

The above logic that supported the development of the conceptual framework
of this research is discussed in details in Chapter 2. Chapter 2 also concludes with the
development and justification of the specific hypothesized relationships among the
constructs within the conceptual framework. To conclude this brief discussion of the
conceptual framework, theories underpinning the inclusion of its components are once

again summarized in Table 1.1.



Table 1.1 Theoretical Underpinnings of the Conceptual Framework

Theoretical construct Underpinning theories/models
Purchase Intention Theory of Planned Behaviour (Ajzen, 1991)
Attitude

Subjective Norm

Perceived Behavioural Control

PGD Purchase-related Beliefs

Obijective Product Knowledge =~ Consumer Decision Model (Engel, Kollar &

Subjective Product Knowledge  Blackwell, 1968; Engel, Blackwell & Miniard,
1995; Blackwell, Miniard & Engel, 2001) and
Theory of Buyer Behaviour (Howard & Sheth,
1969); Topology of Consumer Product
Knowledge (Brucks, 1985, 1986; Selnes &
Gronhaugh, 1992; Park et al., 1994; Alba &
Hutchinson, 2000)

1.5 RESEARCH QUESTIONS
In order to address the problem statement the research questions that guide this study
are as follows:
1. Do customers’ attitudes towards PGD purchase, subjective norms towards
PGD purchase and perceived control of PGD purchase (further in the text
referred to as ‘attitudes’, ‘subjective norms’ and ‘perceived behavioural
control’) influence their PGD purchase intention?
2. Do the PGD purchase-related beliefs of the customers influence their
attitudes, subjective norms and perceived behavioural control?
3. Does the objective and subjective product knowledge of the customers
influence their attitudes and perceived behavioural control?
4. Do the attitudes and perceived behavioural control of the customers mediate
the relationship between product knowledge constructs and PGD purchase

intention?



