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Abstract

Due to the continuous demand and the importance of Shariah compliance of halal food to the
Muslims consumers, this study examined the impact of trust and safety of food product with the
JAKIM halal certification towards performance of food manufacturers. The structural equation
modeling techniques (SEM) was used to examine the relationship between trust, safety and
performance of food manufacturers. Data was analyzed through partial least square structural
equation modelling (PLS - SEM). Meanwhile, WARP PLS version 5.0 were used for the statistical
processing of the data in this study. The findings suggested that trust significantly and positively
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influence performance of food manufacturers. In addition, safety also were found to have positive
and significant relationship with performance of food manufacturers.
Keywords: Trust, Safety, Performance Of Food Manufacturers

Introduction

The history of halal food in Malaysia started as early as 1970. In 1971, Malaysia was one of the few
countries that introduced the halal logo for food products. Then, in 1980 Malaysia’s legislation
related to the halal issue was specified in Section 15A, Trade Description Act 1972. This act comprised
two orders: Trade Description Order (the usage of halal) and food labeling 1975, which described that
the food is legally fit from Shariah objective and safe to consume by Muslim consumers (Riaz &
Chaudry, 2004).

In 2004, a comprehensive guideline for Shariah standards in producing halal food has been
introduced by JAKIM known as Malaysia standard MS1500:2004 (Halal Food-Production, Preparation,
Handling and Storage General Guidelines). As explained in MS 1500:2004, seven basic principles that
must be fulfilled by food manufacturers for the preparation of halal food such as sources of halal
feed, slaughtering of animals, processing, handling and distribution, product storage, product display,
product serving, safety, hygiene and sanitation practices, packaging and labelling must be in an
accordance to Shariah. Another requirement under MS 1500:2004 is that food premises should avoid
any cross contamination with any non-halal sources during or in between the food production
process (Talib, Zailani & Zainuddin, 2010).

Moreover in 2009, the standard had been reviewed for the second revision and was known as MS
1500:2009. Under the new requirements of MS 1500:2009, food manufacturer must recruit at least
one Muslim halal executive to work at their food premises (Mohd. Janis, 2004).

Halal food does not only encompass trust attributes of Shariah compliance. But also covers the
concept of safety of food as well. Trust refers to production, processing, storage and distribution of
halal food products follow Shariah Law (Syed Marzuki, Hall & Ballantine, 2012; Mohd Janis, 2004).
Meanwhile, safety refers to halal food product has good hygiene practices by food manufacturers
(Yaakob, Jamil, Awis Qurni & Ahmad Nizam, 2007). Syed Marzuki et al., (2012) conducted a research
to explore the attributes of halal certification among restaurant managers in Malaysia confirmed that
food product with halal certification signifies trust and safety attributes.

There are several reasons why Malaysian consumers preferred to buy food products certified with
the JAKIM halal certification if these were readily available in the market. First, Malaysian consumers
feel more confident and have trust towards food products with the JAKIM halal certification (Rezai,
Mohamed & Shamsudin, 2012; Daud, Che Din, Bakar, Kadir & Sapuan, 2011; Shafie & Othman, 2006).
Second, JAKIM halal certification are becoming a symbol of premium quality for food products (Syed
Marzuki et al., 2012; Abdul Talib, Mohd Ali & Jamaludin, 2008; Musa, 2008) and thirdly, the quality
of products which carry the halal certification by JAKIM are similar or even better than the quality of
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food product with hazard analysis critical control point (HACCP), good manufacturing practice (GMP)
or I1SO 9001 certification (Daud et al., 2011; Abdul Talib et al., 2008; Shafie & Othman, 2006).
However, the incidence of non-Shariah compliance as repoted by media massa had an impact to the
performance of food manufacturers. For an example media massa reported that Cadbury chocolate
(Mohamed, Abdul Rahim, Ma’ram & Hamza, 2016) and Gardenia bread (Mohamed, Shamsudin, Rezai
& Chiew, 2008) was contained non-Shariah ingredients. This incidence had led to the Muslim
consumers intention to stop buying these products.  Another cases related to non-shariah
compliance which had an impact to the financial performance of manufacturers was poor safety
practices by Nasi Kandar Line Clear restaurant. According to the owner, he was experienced RM 10,
000.00 losses due to the unhygenic practices by restaurant staff (Sukumar, 2017. So, these incidence
has raised question to the researchers about what are the impact of trust and safety attributes of
food product with the JAKIM halal certification to performance of food manufacturers.

While the issue of non-Shariah compliance of halal certification is important for both Muslim
consumers and certified halal food manufacturers, academic literature and research regarding a
direct relationship between trust, safety and performance of food manufacturers are almost not
addressed. At present, there are studies on examining a relationship between food safety system and
performance of food manufacturers (Kafetzopoulos & Gotzamani, 2014; Scott, Wilcock & Kanetkar,
2009; Trienekens & Zuurbier, 2008; Khatri & Collins, 2007; Semos & Kontogeorgos, 2007).
Considering the dearth of information available, this study uses a relationship between food safety
system to performance of food manufacturers as a guideline to examine the relationship between
trust, safety and the performance of certified halal food manufacturers.

Literature Review

Several researchers have measured organizational performance in numerous ways. Samson and
Terziovski (1999) proposed four dimensions that can be used by researchers to measure
organizational performance such as financial performance, non-financial performance, innovation
performance and quality performance. Meanwhile, Koh, Demirbag, Bayraktar, Tatoglu and Zaim
(2007) as well as Brah, Tee and Rao (2002) measuring organizational performance based on two
dimensions: operational and financial performance. Furthermore, Psomas, Pantouvakis and
Kafetzopoulos (2013) and Lakhal, Pasin and Liman (2006) chosen financial performance, operational
performance and product/service quality as a dimensions to measure organizational performance.
However, research conducted by Ramayah, Samat and Lo (2011) showed that performance can also
be measured by uni-dimension. Productivity, sales growth, financial performance, returns on
investment, employee satisfaction, customer satisfaction and number of complaints are seven items
measuring organizational performance. Because of the reliability and validity of organizational
performance used by Ramayah et al., (2011), measurement for organizational performance in this
study is similar to measurement used by Ramayah et al., (2011).

Numerous studies have demonstrated that HACCP had positive and significant effect on
performance. As for the relationship between food safety system and organizational performance,
Kafetzopoulos and Gotzamani (2014) investigated whether the effectiveness of ISO9001 and HACCP

632



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN BUSINESS AND SOCIAL SCIENCES
Vol. 8, No. 10, Oct. 2018, E-ISSN: 2222-6990 © 2018 HRMARS

had significant positive impact on product quality, operational performance and financial
performance. Using structural equation modelling (SEM) via path analysis to test the hypotheses,
results indicated that the effective implementation of both ISO9001 quality management and HACCP
system in food companies had a significant positive impact on financial performance.

In the same line, some studies conducted by Scott et al., (2009), Trienekens and Zuurbier (2008),
Khatri and Collins (2007) and Semos and Kontogeorgos (2007) claimed that HACCP implementations
can improve the quality of food products.

Meanwhile, previous studies related to ISO 9000 implementation also showed that ISO 9000 can
improve organizational performance. Studies conducted by Aggelogiannopoulos, Drosinos and
Athanasopoulos (2006) examined the implementation of a quality management system according to
the 1SO 9000 family in a Greek small-sized winery demonstrated that ISO 9000 has a positive and
significant effect on product quality.

Similarly, Naser, Karbhari and Mokhtar (2004) examined the impact of ISO 9000 registration on
company performance and findings indicated there is an association between I1SO 9000 registration
and financial performance in Malaysian listed companies. Thus, in light of the above discussion, the
researcher believes that trust and safety have a relationship on organizational performance.

Conceptual Framework

In order to examine the impact of trust and safety towards performance of certified halal food
manufacturers, this study refers research conducted by Kafetzopoulos and Gotzamani (2014). Their
study investigated the impact of ISO 9001 and hazard analysis critical control point (HACCP) system
towards organizational performance of food firms based. The target population in their study was
among food industry sector in Greek which implemented both of ISO 9001 and HACCP. A total of 840
guestionnaires were sent to Greek companies in the food industry sector and only 347 food
companies responded, yielding a response rate of 42.3 percent. The SEM via path analysia was
conducted in their study to examine the hypotheses relationship. The findings indicated that
effective implementation of the I1SO 9001 and HACCP systems can influence organizational
performance of companies in the Greek food industry.

Kafetzopoulus and Gotzamani (2014) work was adapted in this study is due to the fact that the quality
of halal food products which carry the halal certification by JAKIM are similar or even better than the
quality of food product with HACCP, GMP and I1SO 9001 certification (Daud, Che Din, Bakar, Kadir &
Sapuan, 2011; Abdul Talib et al., 2008Ab; Shafie & Othman, 2006).

Based on the empirical findings of Kafetzopoulos and Gotzamani (2014), a conceptual framework is
ready to be developed in this study. The framework represents trust and safety will influence
organizational performance of certified halal food manufacturers. The overall conceptual framework
for this study is shown in Figure 1.
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Figure 1. Conceptual framework the relationship between food product with the JAKIM Halal
certification and performance of certified halal food manufacturers (Kafetzopoulos & Gotzamani,
2014).

Based on Figure 1, there are two hypotheses to be tested in this study. Hypotheses H1 test direct
relationships between trust and organizational performance. Furthermore, the relationship between
safety to organizational performance is tested by hypothesis H2.

Research Methodology

A hypothesis testing will be conducted as this research is intended to recognize the relationship
between trust, safety and organizational performance. To analyze the data, Structural Equation
Modelling was used by using partial least square structural equation modelling (PLS - SEM). For the
statistical processing of the data, the statistical analysis software SPSS 22 (Statistical Package for
Social Sciences) and WARP PLS version 5.0 were used in this paper. The two step procedure approach
is chosen for testing the hypothesized structural model. In the first step, assessing the measurement
model is conducted, while in the second step assessing the structural model is examined.

Results

There are 200 respondents involved in this study. The majority of respondents were from the SMEs
industry (157) and followed by micro business (43). Their percentage was 78.5 percent and 21.5
percent respectively. In terms of the scheme of halal certification, a total of 144 respondents (72
percent) are in the food category. Meanwhile 39 respondents (19.5 percent) are in the beverages
category and only 17 respondents (8.5 percent) are in the food and beverages category. In relation
to designation of respondents, most of the respondents were halal committee (88 respondents, 44
percent), followed by halal supervisors (58 respondents, 29 percent), production supervisors (51
respondents, 25.5 percent) and managers (3 respondents, 1.5 percent).
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Table 2 summarizes the results of the measurement model. Factor loading, composite reliability (CR),
and variance extracted were used to assess convergent validity (Fornell and Larcker 1981). In this
study, the factor loading for all items exceeded the recommended level of 0.6 (Chin, Gopal & Salisbury
1997) and the CR ranging from 0.827 to 0.953 exceeded the recommended level of 0.7 (Gefen, Straub
& Boudreau 2000). The average variance extracted (AVE) were in the range of 0.546 to 0.835,
exceeding the recommended level of 0.5 (Hair, Black, Babin & Anderson 2010). Next, the discriminant
validity was examined by comparing the correlation between constructs and square root of the
variance extracted for a construct (Fornell & Larcker 1981) and results showing discriminant validity
for this study is achieved because the square root of AVE for each latent variable exceeded the inter-
construct correlation. Furthermore, results of the variance inflation factor (VIF) (see Table 2) were in
the range of 1.191 to 2.060, below the recommended level of 5 (Hair et al., 2010). Indicating that
variables used in this paper are reliable.

TABLE 2: Results of Measurement Model

Construct Type N Factor CR AVE (Corr)? VIF
items | loading

Trust Reflective 4 0.878 to 0.953 0.835 0.914 2.060
0.937

Safety Reflective 4 0.655 to 0.827 0.546 0.739 1.479
0.798

Organizational | Reflective 6 0.690 to 0.931 0.695 0.833 1.191

Performance 0.907

Structural model represents the relationship between latent variables that were hypothesized in the
research model. Coefficient of determination (R?), predictive relevance (Q?), effect size (f?) and path
coefficient (B) are four criteria used to assess structural model in this study. The results of this study
found that trust and safety seem to have a weak influence on organizational performance because
R? value was recorded at 0.083 which means that trust and safety only accounts for 8.3 percent of
organizational performance variance. According to the guidelines in assessing R? by Cohen (2013),
the R? of organizational performance was considered weak.

According to Hair et al., (2010), Q2 values larger than zero indicated that exogenous construct have
predictive relevance for the endogenous construct. In this study trust, safety and organizational
performance were treated as an endogenous construct. Findings showed that all endogenous
constructs (where Q?for trust is 0.491, Q2 for safety is 0.274 and Q? for organizational performance is
0.085) have predictive relevance in this study.

Table 3 which presented the trust was found to have a positive significant relationship on

organizational performance and represents a relatively small effect size (B = 0.122, p = < 0.05, f?=
0.027). Thus, hypotheses H1 of this paper was supported. Next, the safety also was found to have a
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positive significant relationship on organizational performance with small effect size (f =0.212, p=<
0.01, f>= 0.057). Therefore, hypotheses H2 is supported.

TABLE 3: Results of Structural Mode Path coefficients, observed p-value and significance level

Path B p — value f2 Hypotheses
Trust = Organizational 0.122 0.019 0.027 H1: supported
Performance
Safety - Organizational 0.212 0.001 0.057 H2: supported
Performance

Note:** denotes significant at p <0.01, * denotes significant at p <0.05,

Discussion and Conclusion

Findings of this paper indicated that trust had significant relationship with organizational
performance. In examining the relationship between safety and organizational performance, it was
found that significant positive relationship was present. The findings confirmed the proposed
hypotheses in this study. In other words, trust and safety attributes of halal certification can be
classified as two components which can improve performance of food manufacturers. Findings of
this study consistent with prior research that affirm the significant relationship between ISO 9001
and organizational performance (Aggelogiannopoulos et al., 2006). Findings of this study also parallel
with the previous findings by Khatri and Collins (2007), Loc (2006), Scott et al. (2009) as well as
Trienekens and Zuurbier (2008) which these researchers concluded that food safety system can
improve quality of food product. In addition, findings by Kafetzopoulos and Gotzamani (2014) further
support findings of this study. Their findings stressed that implementation of hazard analysis critical
control point (HACCP) and I1SO 9001 can influence organizational performance.

This paper explored the above mentioned gaps and findings revealed that food product with the
JAKIM halal certification can improve performance of certified halal food manufacturers. The results
confirmed that halal food product which meet with the requirements of MS1500:2009 can improve
performance of food manufacturers. In addition, results also were established food product which
will not cause harm to the health of consumers can improve performance of food manufacturers.
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