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ABSTRACT

The globalization of the halal industry has created more opportunities and business
space for entrepreneurs. While this has attracted enormous research interest resulting in
commendable extant literature, a dearth of empirical studies focusing on the halal
cosmetic section still exists. To fill this lacuna, antecedents of attitude towards online
entrepreneurship in halal cosmetic was investigated from the perspective of Muslim
online entrepreneurs in Malaysia. Quantitative method was employed in this study. As
such, relevant quantitative data were elicited from 327 Muslim online entrepreneurs in
Malaysia selected based on purposive sampling. A survey questionnaire that consisted
of a combination of newly developed, adapted and adopted items for measurement of
variables was used as the research instrument. Data elicited were subjected to both
descriptive and inferential statistical analyses. While the data cleaning, descriptive
analysis and exploratory factor analysis were conducted via the Statistical Package for
Social Sciences (SPSS), the inferential statistics including the confirmatory factor
analysis and the full-fledged structural models were carried out via the Analysis of
Moment Structures (AMoS) software. Based on a satisfactory global and local model
fit assessment criteria the hypothesised model was interpreted as good. The results
obtained based on standardized regression weights indicate that halal cosmetic
awareness (0.626) and halal cosmetic certification (0.182) both exert statistically
significant influence on the attitudes of Muslim online entrepreneurs toward halal
cosmetic. Furthermore, a statistically significant effect of attitude of Muslim online
entrepreneurs on the intention to adopt halal cosmetic (0.671) in their business was also
obtained. As a result, Hi, H3 and Hs were supported. On the contrary, results obtained
indicate that both halal cosmetic ingredients (0.041) and religiosity (0.007) do not have
statistically significant effect on the attitudes of Muslim online entrepreneurs toward
halal cosmetic. Due to insignificance in the standardized regression weight, H, and Hs
were therefore not supported. This finding suggests that Muslim online entrepreneur
with high level of religiosity but with inadequate knowledge of halal cosmetic
ingredients may likely have unfavorable attitude towards halal cosmetic. Finally, as one
of the objectives of this dissertation, Cosmetic Entrepreneur Halal Sensitivity Index
(CEHSI) guidelines was produced together with a matrix. The research contribution of
CEHSI is significant given that it can be a benchmark in halal industry to assess the
attitudinal dispositions of the entrepreneurs towards halal cosmetic business.
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CHAPTER ONE
INTRODUCTION

1.1 BACKGROUND OF THE STUDY

Malaysia is one of the pioneering countries in the world where the government
commendably provides educational and industry platforms, and full support to
promoting in its entire ramifications, halal certification process on both products and
services. In addition to the halal certification, Malaysia has also developed certification
as part of its total quality health and sanitary system in relation to the procedures and
practices for slaughtering animals and other numerous related activities and operations
as prescribed by Islamic laws. In this wise, food manufacturers and producers are also
required to comply with the benchmark standards for Hazard Analysis Critical Control
Point (HACCP), Good Manufacturing Practices (GMP), Good Hygienic Practice (GHP)
and 1SO9000 in order to meet halal requirement (Abd Aziz et al., 2013). The halal
certification is therefore, very comprehensive and all-encompassing in scope as it is not
limited to the poultry and meat production only; but also covers consumer items such
as cosmetics and pharmaceutical products.

Viewed from the point of increased population in the Muslim world, both the
Islamic and Muslim majority countries no doubt have the potential market for the import
and export of halal products. Iran, for example has a total population of 80 million
people, diversified and well-balanced economy. With the recent lifting of sanctions on
Iran, the value of the country’s exports is expected to increase by US$10 billion in 2017
and imports to increase for a value of US$115 billion by 2020 whereas consumer
expenditures are expected to reach USS170 billion by 2017 (FMM, 2017). In the

Southeast Asia region, the halal cosmetics market is currently estimated to be US$ 945.8



Million. The Future Market Insights (FMI) based on their forecasts envisages a
continuous improvement in this market which reach US$ 1,037.7 million in 2016 and
an expected annual average growth rate of 10.2% during the period 2015-2020 (FMI,
2015).

What the foregoing statitistics indicate is that expectation towards halal
cosmetics is growing worldwide. As such, Malaysia should take this opportuniy to lead
the halal cosmetic industry since halal certification from JAKIM is well known for its
international standard. Ministry of International Trade and Industry (MITI) in its
publication of the Third Industrial Master Plan (IMP3) has drafted chapter 21
intentionally for the development of halal industry in Malaysia. It is clearly stated
therein that :

“to benefit from the growing halal market, the industry will be

encouraged to achieve a higher level of innovation in product and

process developments in both the food and non-food industries to

improve export performance in the long term. This will involve

enhancing collaborations in Research and Development (R&D) among

research institutes in halal product development”.

Other strategies in the IMP3 include assisting SMEs that are involved in halal
food and non-food production, especially enhancing their capability to acquire requisite
technological capabilities to enhance operational efficiency, upgrade manufacturing,
and increase product development and improvements.

In addition, the IMP3 is aimed at developing contract manufacturing capabilities
to enable SMEs producers of halal products to be integrated into the global supply chain.
This involves equipping the producers with the requisite skills to becoming suppliers of

halal products to major hypermarket chains; and building a database on the domestic



and international halal industry. It is envisaged that the availability of comprehensive
and up-to-date information on producers and suppliers of halal products and services
will facilitate planning and help the private sector to establish market leadership. The
main aim of the IMP3 therefore, is towards strengthening Malaysia’s position as a
global halal hub.

Growing business opportunities beyond the food and financial services industry
requires both the local and international firms to meet the consequential rising demand
for goods and services that are halal-certified. Recently, findings from several
institutional, commissioned and consultancy reports have sought to educate and instruct
Western multinationals on Islam and Muslim lifestyles (Sandikci, 2011). Companies
such as Nestlé and HSBC are cited among the first to have recognized the growing
potential. The company have subsequently developed products, services and
communication campaigns targeting Muslim markets. International brands also have
responded to halal concerns to various degrees. Notable examples include but not
limited to Colgate-Palmolive, Avon, L’Oreal’s and Unilever that all now offer a range
of halal-certified product. According to Reuters (2012), in their bids to penetrate
Muslim-majority Asian markets these firms presently have increased their foreign
investments through expanded manufacturing facilities for their cosmetics and skincare
ranges in a shariah compliant manner complimented with aggressive communication
campaigns with the intent of reaching out to the numerous potential middle-class
Muslim consumers.

In an apparent manifestation of its increasing global appeal, the first
international conferences on halal cosmetics held in 2010 and have multiplied since the
government, manufacturer and businesses spotted its potential and advantages. The

main objectives projected is to enriching various stakeholders’ understanding of this



emerging industry, and to address R&D trends, and regulatory aspects like
standardization and certification.

Halal cosmetics business is no doubt very promising and is touted by industry
analysts to also enjoy bourgeoning growth and wide acceptance as the halal food and
Islamic finance. Like the other Islamic or halal driven industries, the halal cosmetic
industry also has its roots in the Asian Muslim majority markets. Nonetheless, the
possibility of the halal cosmetics industry entering mainstream European and North
American markets is very much noted. According to Lowe (2010), with a burgeoning
market estimated at USD 561million, demand reported 20 per cent sector growth in
2011, and which according to Yeomans (2012) is expected to maintain double-digit
growth in the coming years. Therefore, while the generation Y should be the target
market segment for halal cosmetic within this coming few years, the potential of the
halal cosmetic market may just be hinged on the identification and dynamics of the

antecedents of consumers’ intention to purchase or use the product.

1.2 PROBLEM STATEMENT

Based on an extensive review of the extant related literature to this study, four pertinent

research problems and issues which form the crux of this research were identified.

1. There is research gap to empirically investigate the underlying antecedents of
attitudes towards halal cosmetics (Che Mohd Hashim, 2014).

Che Mohd Hashim et al. (2013) claimed that there exists numerous studies focusing on
attitude of career Muslim women towards halal skin care products without consideration
for numerous other halal cosmetic products beyond skin care. As such there is an

apparent dearth of empirical research focusing on the cosmetics and personal care



products (Abd Rahman et al., 2015). Nevertheless, to the researcher’s knowledge, a
specific examination of the factors that influence attitude formation towards halal
cosmetic is still lacking especially targeting Muslim online entrepreneurs in Malaysia
as the sampling data or respondents. Therefore, there exists a research gap to empirically
investigate the underlying factors that may explain the formation of the attitude towards
halal cosmetic (Che Mohd Hashim et al., 2014). Thus, in this study, formation of
predictor attitude among Muslim online entrepreneurs is sought.

Attitudes play a vital role in determining entrepreneurs’ intention towards halal
cosmetic. Apparently, many factors are likely to explain attitudes towards halal
cosmetic. Che Mohd Hashim et al., (2014) asserted that the emphasis on understanding
the antecedent of attitude has further elucidated and provided clarity on the concept of
attitude in the Theory of Planned Behavior (TPB). The theory is stated as providing
meaning and explanations for both the user and nonuser’s attitude towards purchasing
a product in this case, halal skin care product. Although Che Mohd Hashim et al., (2014)
investgated attitude towards halal cosmetic, it was based on the perspective of the

consumer and not the entrepreneurs.

2. Abundance of existing studies only focus on halal food but dearth of conceptual &
empirical studies on halal cosmetics (Ireland and Rajzabedah, 2011; Mukhtar and Butt
2012; Teng and Jusoh, 2013; Abd Rahman et al., 2015).

Abd Rahman et al. (2015) claim that notwithstanding the importance of the halal
cosmetic market for both producers and consumers, the extant studies and researches
seem skewed in focusing on halal food products. This is in sharp contrast to the dearth
of related conceptual or empirical studies about halal cosmetic products (Teng and

Jusoh (2013), and (Mukhtar and Butt (2012). For example, other studies by Ireland and



Rajabzadeh (2011); and Abd Rahman et al. (2015) also admitted that extant studies have
focused on halal food products at the expense of the equally important halal products
such as cosmetic products given the huge religious, health and economic potential they

promise.

3. There are plenty of purchase intentions (Mansor et al., 2010; Che Mohd Hashim,
2014; Ahmad et al., 2015) but lack of entrepreneurship intentions especially on
halalpreneurship.

Even though studies about halal cosmetic products exist, most of them are focused on
the perspective of the customer behavior as investigated by researchers like Mansor et
al (2010), Che Mohd Hashim et al., (2014) and Ahmad et al., (2015) in contrast to
findings from the entrepreneurs’ perspective. As such, research expediency necessitates
the need for an in-depth understanding and identifying of the halal industrial managerial
viewpoints vis-a-vis the pre-requaites and co-requisites needed to attaining halal hub
status that Malaysia craves for (Mahdi Borzooei et al., 2013). Also, there is an urgent
need to undertake research and development as well as to train people for the purpose
of halal certification for various categories of products and services (Khan et al., 2016)
including and especially in halal cosmetics and not necessarily concentrated on food
sectors only.

Kotler & Armstrong (1993) claimed that often than not, perceptions are
distorted. In this regard, it is likely that a variance exists between the perceived world
and the real world and as such attitudes regarding the perceived properties of the product
are linked to selected variables. Meanwhile, a negative attitude toward halalpreneurship
may consequently result in missed opportunities and relative underperformance among

SME entrepreneurs in the halal global business (Soltanian et al., 2016).



