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ABSTRACT 

This study probes the factors that potentially influence the entrepreneur’s decision to address the global Halal market. 

It explores the direct effects of Halal perceived usefulness (HPU) towards firm’s practice in Halal business as well as 

its prerequisite factors (i.e. internal and external drivers). From 41 Halal certified-firms in Taiwan (Muslim minority 

country), this study employs partial least squares structural equation modeling for testing and examining relationships 

among factors. From the findings, HPU are the factors can influence the firm’s decision to perform Halal business 

directly, meanwhile, internal and external drivers are the prerequisites for firm’s entry in Halal business. In addition, 

the internal driver can mediate external driver on affecting Halal perceived usefulness generation. 

Keywords: Halal Business, Firm’s Entry, Muslim-Minority Country. 

1. INTRODUCTION 

Halal (i.e. permissible) is the Islamic term regulating 

what matter is permissible for Muslims, while on the 

contrary Haram (i.e. forbidden) mentions what matter 

must be avoided by Muslim (e.g. pigs and derivatives, 

alcohol, intoxicants, blood, carcasses, any food material 

dedicated to other than God, slaughtering process not 

following Islamic Shariah law) [1-3] The large Halal 

market size in the world, e.g. Halal food ($ 1173 Billion), 

Halal Pharmaceutical ($ 78 billion), Halal cosmetics ($ 

56 Billion) and Halal Travel ($ 151 Billion) apparently 

prove the alluring Halal business opportunity [4]. 

Regardless of the knowledge level of Muslims, such 

large market sizes can drive many countries, either 

Muslim minority or majority country, to encourage their 

entrepreneurs to exploit the global Halal market. Taiwan 

is a country with a Muslim minority and gains the world’s 

recognition for its high competence the IT industry [5]. 

In the recent years, Taiwan has committed the country to 

build Halal ecosystem in a way of welcoming more 

Muslims. 

Seeing that Halal business is a recent global trend, the 

necessity to understand Halal business is critical. To 

understand the consumer’s perspective on purchasing,  

Halal products and service are the research perspective 

mostly conducted in existing researches [6-8]. 

Furthermore, the entrepreneur’s perspective has been 

developed recently the Halal research field [3,4,9]. The 

entrepreneur’s perspective becomes an important 

consideration that need to be embodied to exploit the 

Halal business more. An entrepreneur is the right 

stakeholder to fulfill the market demand and take a big 

part in developing the country’s economic level 

[4,10,11]. Some researches in this Halal research theme 

have brought up that Halal business can bring 

competitive advantage for firms due to its Halal business 

characteristic, i.e. high value-driven [9], [12-14]. 

Based on this explanation, the authors argue that it is 

essential to probe Halal business using entrepreneur’s 

perspective for further study since more countries now 

are performing Halal business to increase their national 

economy level. This study examines the determinant 

factors for firms to perform Halal business, so it can 

contribute to expanding the knowledge for the manager 

or government to push the firms to engage in Halal 

business.  

This study developed Halal perceived usefulness 

(HPU) as a firm’s evaluation result of Halal in a favorable 

way which is manifested in firm’s perception of Halal 
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value and benefit. The linkage of Halal with Toyyib(i.e. 

wholesome and goodness) makes Halal to have following 

characteristics, such as hygiene, good quality, healthy, 

and safe [1,15]. Halal value concept is directly derived 

from Quran once the firm complies with Shariah law 

[12,16]  From previous researches, this Halal value was 

also recognized by the customers as the consideration on 

purchasing Halal product [7,17,18]. Meanwhile, Halal 

benefit presents the elaboration of Halal in the 

competitive landscape. It covers what benefits the firm 

can obtain in terms of competition once the firm engages 

in Halal business [19]. This concept is necessary as 

proven by Malaysia’s case where the hoteliers were not 

willing to apply Halal certification since they did not see 

the benefits coming from Halal [20]. 

By employing the theories related behavioral idea 

(e.g. TRA, TPB, TAM), this study perceives doing Halal 

business (DHB) as the behavioral in question which can 

be influenced by HPU. Yet, authors do not incorporate 

the behavioral intention since this study probes the 

occurred behavior as [21]. According to, the study aims 

for predicting a behavior must include the behavioral 

intention to mediate the attitude and behavioral in 

question. Hence, this study predicts that HPU can 

influence DHB as shown in Figure 1. 

H1: Halal Perceived usefulness positively influences 

Doing Halal Business. 

 

The role of institutional theory manifested in the 

social environment with its informative and normative 

characteristics can affect the decision-making activities, 

for instance on determining the firm’s strategy [22-24]. 

Specifically, social environment can affect knowledge 

acquisition as a part of the absorptive capacity dimension 

which is important to allow the fir to survive in the 

dynamic market [25,26]. The authors view absorptive 

capacity matters for addressing the shifting global trend 

towards Halal. The outcome of absorptive capacity prior 

to its elaboration with the social environment in this study 

is drawn as HPU. Hence, from Figure 1 this study 

predicted that social environment (i.e. external driver) 

can influence HPU as shown in hypothesis 3 (H3).   

H2. External driver positively influences Halal 

Perceived Usefulness. 

The dynamic market can occur as the outcomes of any 

changing in government policy, industry trend, and 

market demand [27] which is classified as the external 

driver in this study. Meanwhile, absorptive capacity will 

emerge as a response to address the dynamic market 

changes [26,28]. Hence, the authors view external driver 

as the driver for absorptive capacity. Following previous 

researches which described absorptive capacity in the 

capability and resource (RBV) level [29-31], this study 

sets assets, leadership & innovation climate [32], as well 

as R&D [29-34]. Once the firm has a set of this internal 

driver, the outcome of absorptive capacity in generating 

knowledge from external can be achieved. Based on these 

explanations, this study predicts that ED can influence ID 

as well as ID can influence HPU as drawn in Figure 1. 

H3. External driver positively influences Internal 

Driver. 

H4. Internal driver positively influences Halal 

Perceived Usefulness. 

 

Figure 1 Conceptual model and hypotheses 

development 

2. METHODS 

2.1 Scale Item and Questionnaire Development 

Five variables referring to the fundamental 

management theories as explained in the theoretical 

background were developed in this study, namely ID, 

ED, HPU, and DHB. Next, to measure these variables, 

the authors set up eleven measurement items and 44 

questions in a bilingual questionnaire (Chinese and 

English) to overcome the different language issue. 

Several literature were used to develop the questions [35-

38]. Aiming for good response quality, this study 

employed five-point Likert scale (1-Strongly disagree, 5-

Strongly Agree) [39]. 

2.2 Data Collection 

Halal certified-firm in Taiwan which was enlisted in 

Taiwanese Halal certification bodies was the target 

respondent in this study. Employing the key-informant 

technique [40], the representative who was the owner, 

manager, or marketer for each firm was the only one 

allowed to fill in the questionnaire the authors had sent 

by postal and email. From October 2017-April 2018, data 

collected was 41 responses from Halal-certified firms in 

product and service business sectors. The majority of the 

respondents were owner of local Taiwanese firms in food 

sector (60%), between medium and big size (>90%) 

2.3 Data Analysis 

Due to no strict requirements in sample size and 

normal data distribution [41,42], this study was carried 

out partial least squares structural equation modeling 

Advances in Economics, Business and Management Research, volume 187

744



  

 

with SMARTPLS 3.0 software for data analysis. Two 

analysis stages were performed consecutively, namely 

measurement and structural models [43]. The differences 

between these two stages were measurement model 

examines the relationship between the latent variable and 

the measurement indicator, while the structural model 

focused on the relationships among latent variables. 

In the measurement mode, the authors addressed the 

reliability and validity issues by probing several 

criterions. For reliability, there were two criterions used, 

Cronbach’s α and composite reliability, both having 

thresholds to be exceed was 0.7 to gain good reliability. 

For validity, the presence of unidimensionality in latent 

variables was schecked through convergent (i.e. average 

variance explained (AVE) and factor loading) and 

discriminant validities (i.e. Fornell-Larcker criterion and 

cross-loading). The variable’s thresholds of AVE and 

factor loading were to exceed 0.5. For Fornell-Larcker 

criterion, no unidimensionality will be found if the 

correlation value between latent variables is smaller than 

the value of the SQRT AVE of the related variable [44]. 

Meanwhile, no unidimensionality will be found on cross 

loading criterion if an indicator does not have a greater 

loading value on other variables than the variables it 

belongs to [45]. 

In the structural model assessment, there are six 

criterions to be performed, namely collinearity, path 

coefficient (β), R2 from endogen latent variable, effect 

size f2, prediction relevance Q2[43,46]. For VIF, if the 

variable had VIF value less than 3, it means that there was 

no co linearity occurred [47]. Secondly, the coefficient 

value ranged from -1 to +1 present the magnitude and 

size of the relationship between latent variables [46]. The 

significance of the strength of the relationship can be 

determined from t-value with a certain significance level 

(e.g., 5%, 1%) [43]. Thirdly, the R2 value can present the 

percentage of variance of a certain endogen latent 

variable that could be explained by its exogenous latent 

variables [46]. According to Chin (1998), there were 

three values of R2 that can describe the predictive power 

level of model, which were 0.19 (weak); 0.33 (moderate); 

and 0.67 (substantial). Furthermore, the information of 

R2 can be enriched by examining the effect size of related 

exogenous variables using f2. According to [48], there 

were three criteria values of f2 to represent the level of its 

effect size, 0.02 (small effect); 0.15 (medium effect); and 

0.35 (large effect). 

Next, the Stone Geisser’s Q2 can be carried out 

through blindfolding procedure with a threshold of 0. If 

the Q2 value is larger than 0, it indicates that the model 

has predictive power [49,50]. 

3. RESULTS AND DISCUSSION 

From the measurement model, ten questions from ID, 

ED, and HPU latent variables must be eliminated since 

they did not pass the target thresholds for each criterion. 

This elimination allowed the authors obtained a 

questionnaire set with the acceptable level of reliability 

and validity. Table 1 delineated the information of the 

reliability and validity issues for the rest of 33 questions. 

Table 1 Reliability and Validity of Latent Variables 

Var*. 

Reliability** Validity*** 

C. α CR Con 
Div 

1 2 3 4 

1 0.90 0.91 0.52 0.72    

2 0.80 0.83 0.55 0.51 0.85   

3 0.94 0.95 0.73 0.61 0.65 0.85  

4 0.82 0.88 0.65 0.53 0.58 0.61 0.80 

a. *  Variable: 1-internal driver (ID); 2-external driver (ED); 3-halal perceived 
usefulness (HPU); 4-doing halal business (DHB) 

b. **Criterions for reliability test: Cronbach’s α (C. α) and Composite Reliability 

(CR). 

c. *** Criterions for validity test: Con (Convergent using AVE) and Div 
(Divergent using Fornell&Larcker). 

 

After done with the measurement model assessment, 

the authors continued with examining the structural 

model. Table 2 showed the hypothesis testing results in 

which all six hypotheses proposed earlier were 

significantly proven based on the path coefficient and t-

values. Hypothesis H1 (β = 0.61, p <0.001) predicted that 

the HPU had a positive relationship with DHB. For 

hypothesis H2 (β = 0.46, p <0.001), the ED showed a 

positive relationship with HPU. As shown in hypotheses 

H3 (β = 0.51, p <0.001) and H4 (β = 0.38, p <0.05). From 

those hypotheses, ED was proven to affect the ID 

whereas ID also showed a positive relationship with 

HPU. Furthermore, the effect of ED on HPU was also 

mediated partially through ID since the t-value of ED → 

HPU through mediation effect was also significant (t-

value = 2.227 p<0.05). In terms of the coefficient values, 

though H4 tended to have small coefficient values, the 

authors still considered these deserve to be taken into 

consideration for this study. 

This conceptual model also explained the variances 

of the endogen variables (i.e. R2 value) of ID, HPU, and 

DHB in the amount of 24.2%,52.6%, and 36.1% 

respectively as shown in table 3. According to Chin 

(1998), in terms of R2 value, ID construct was at the small 

level (R2> 0.19), meanwhile the HPU and DHB were at 

the moderate level (R2> 0.33). To support the R2 value, 

the value of f2 as shown in table 4 can explain the effect 

size of an exogenous variable which influenced the 

endogenous latent variables drawn on this model, i.e. ID, 

HPU, DHB. Based on Cohen (1988), the effect size of 

ED and ID as each endogen variable to HPU was at the 

medium level (f2> 0.15)., whereas the large level was 

shown at ED as an endogen variable for ID and HPU for 

DHB (f2> 0.35).  In addition, the value of Q2 (table 3) on 

the endogenous variables of ID (0.109), HPU (0.340), 

and DHB (0.197) showed this conceptual model had the 

predictive relevance since these values were greater than 

0 [49,50], based on table 2-4. 
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Table 2. Path Coefficient and Collinearity for Structural 

Model 

Hypoth. Path 
Path coefficient Collinearity 

β t-value S/NS* VIF Y/N* 

H1 
HPU → 

DHB 
0.61 4.895*** S 1.00 N 

H2 
ED → 

HPU 
0.46 3.871*** S 1.35 N 

H3 
ED → 

ID 
0.51 4.955*** S 1.00 N 

H4 
ID→ 
HPU 

0.38 2.516** S 1.35 N 

d. * S (supported); NS (not supported); Y (yes); N (no) 

e. ** Significant at p<0.05 

f. *** Significant at p<0.001 

Table 3. Value of R2 and Q2 

Variable R2 Predictive 

accuracy 

Q2 Predictive 

Relevance 

ID 0.242 Small 0.109 Yes 

HPU 0.526 Moderate 0.340 Yes 

DHB 0.361 Moderate 0.197 Yes 

Table 4. Value Of f2 

Variable f2 Effect size 

ED → ID 0.353 Large 

ED → HPU 0.322 Medium 

ID → HPU 0.223 Medium 

HPU → DHB 0.604 Large 

 
Based on the result, each variable listed in the 

hypotheses was found to be related to the others in a 

significant way. The hypothesis result showed from H1 

is consistent with [21] where no behavioral intention 

needs to be included to mediate the relationship of HPU 

towards DHB. The firm’s perception of Halal usefulness 

was reflected in the firm’s understanding of Halal value 

and benefit. From previous Halal researches [17], 

[18,51], Halal value in this study has also been 

recognized by the consumers prior to purchase the Halal 

products. It means that if a company prefers Halal values, 

it is more likely that the company will value Halal goods 

as well.The similar idea also works for Halal benefit. It is 

a line  with who founded that the firm’s understanding of 

what benefits that Halal principles could give to the firm 

in terms of the competitive landscape was the important 

factor to push the firm for having Halal certification. 

From the R2, It can explain that DHB was in an 

acceptable level through an exogenous variable of HPU. 

In other words, the firm’s perception upon Halal 

usefulness can influence the firm’s decision on 

performing Halal business. The acceptable explanation 

was that HPU variable represented the firm’s evaluation 

on Halal based on their existing knowledge so that HPU 

was considered as the knowledge outcome. Meanwhile, 

the firm’s knowledge is the fundamental requirement 

needed for the firm before doing the exploitation activity 

for launching the product or service to the market [26,29]. 

To have a better understanding of what factors can 

influence the firm in Taiwan performing Halal business, 

this study contributed to examine more from the 

fundamental level of firm, i.e. internal and external firm 

conditions. From hypothesis H2, the generation of HPU 

can be influenced by the firm’s external condition which 

is coherent [1]. They examined that the exposure from the 

outside environment can affect one’s Halal awareness 

level. Further, this result is also in line with the works of 

[52] by using the institutional theory lens as [53] and [54] 

did. In this study, the external environment can affect the 

firms for having HPU is that market (normative 

pressure), government (coercive pressure), industry trend 

(mimetic pressure). Aligning with the work of [52], these 

external environments also apparently affect the Halal 

food industry in Malaysia to have Halal certification. 

From hypotheses H3 and H4, ID can mediate ED to 

influence the generation of HPU. Founding these results 

consistent with [27], the stronger the ED was, the 

stronger the firm to reveal its ID. To deal with the strong 

influence from ED, the firm encouraged to reveal the 

internal firm condition, especially related with the asset, 

organizational context (i.e. leadership and innovation 

culture), and R&D. Thus, this set of internal condition 

was empirically examined to be able for increasing the 

experience of searching process and also the firm’s 

interaction with external environment which is served as 

external knowledge source [29,30,55,56]. The firm’s 

interaction and searching experience can enlarge the 

firm’s chance to be exposed to any beneficial external 

knowledge and also be able to leverage that exposure for 

bringing new knowledge into the firm. 

4. CONCLUSIONS 

This study conduct is provoked by the needs of 

broadening the knowledge regarding Halal business 

using the entrepreneur’s perspective. An entrepreneur is 

an important stakeholder in Halal industry through 

fulfilling the increasing global Halal demands with Halal 

product and service. Taiwan is one of the countries now 

passionately exploiting the business opportunities from 

Halal industries, even though its knowledge level of 

Muslim is still developing. Confirming that Halal 

business can bring the competitive advantage for the 

firms, a conceptual model with five latent variables is 

developed in this study to seek what factors can influence 

the firms in Taiwan to engage in Halal business.  

From the findings, the firm’s decision to engage in 

Halal business can be influenced by the firm’s 

understanding of Halal usefulness (i.e. Halal Perceived 

Usefulness). In addition, there are two other factors that 

can influence the generation of firm’s understanding of 

Halal usefulness, namely the internal and external firm 

conditions. The pressures coming from the external 

environment in this study is represented by the market, 

government and the Halal trend industry. The way of 

external firm condition affects the generation of HPU can 

also be partially mediated with the ID. 
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This study result is motivated to provide the 

managerial recommendations for Taiwan pursuing the 

Halal ecosystem. There are two recommendations the 

authors offered. First, realizing HPU role to influence the 

firm’s decision for engaging in Halal business, the 

authors recommend that the Taiwanese governments 

should pay more attention to any attempts for generating 

this firm’s understanding about Halal usefulness in terms 

of the Halal value and the benefits the firms can obtain in 

the competitive landscape. For Taiwan case, to 

strengthen the relationship and coordinate more with 

Halal certification bodies in Taiwan can be the effective 

way to enhance the HPU in the firm. When considering 

Taiwan as a country with a Muslim minority, the 

dissemination of Muslim information cannot be as 

extensive as it is in Muslim-majority countries. Muslims 

in Taiwan should concentrate their expertise in Halal 

certification bodies. 

Second,the authors also contribute by giving a picture 

of what managers should do in a way of performing Halal 

business. This study provides the internal firm condition 

need to be pursued, such as good assets (i.e., physical, 

financial, human resource), innovation climate and R&D 

competence. This set of internal firm condition can 

potentially lead the firms in Taiwan doing Halal business. 

Regardless of its contributions, this study has four 

shortcomings that could be addressed as suggestions for 

further studies. Firstly, the authors only considered the 

influence of general external stakeholders. Even though 

it can present normative impact through an institutional 

theory lens, the Halal certification body was not included 

in the external driver. Secondly, due to budget and time 

constraints, the total data of 41 responses may be 

reduced, preventing the authors from performing more 

rigorous data analysis. For further research, it would be 

preferable to increase the number of respondents in order 

to obtain better results and present a larger population of 

Halal businesses in Taiwan. Thirdly, the authors did not 

specify the markets aimed by the firms, i.e. domestic or 

international market. Therefore, this study cannot cover 

further explanation about Halal business phenomenon 

regarding the market orientation. Fourthly, moderating 

effect of Islamic knowledge to generate HPU can be 

included in future researches. 
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