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Abstract - The objective of the study is to examine the
influence of religiosity leadership’s practices among
the top management people of halal food and
beverages SMEs towards their business performance.
Previous studies have shown that religiosity practices
among the leaders or top management people in the
enterprises has contributed a significant impact to the
business performance. Some results show these people,
which influenced by religiosity has motivated their
colleagues and workers to perform job very well that
contribute to improve business performance. This
study applied a quantitative design with a simple
random sampling and survey questionnaire were
distributed to 370 respondents by emails. The obtained
data were analyzed by Smart-PLS. The findings of the
study have a different result as it was hypothesized.
The results of this study show that the characteristics
of religiosity practiced by SMEs in Malaysia has been
insignificantly  affected the SMEs’ Dbusiness
performance. This indicates that religiosity practices
among the top management people are not a driver or
a factor that can be relied on to improve their business
performance either from financial or non-financial
aspects. Perhaps the future study can collaborate with
other variables such as entrepreneurial orientation
(EO). Thus, it might give a different result since the
(EO) is a significant factor to increase the SMEs’
business performance.

Keywords - beverages, business, food, performance,
religiosity, SMEs

1. Introduction

Small and Medium Enterprises (SMEs) can be
described as the engine of economic development in
any country with at least of 95% of the total
registered companies in producing products and
services [1]. According to [2], SMEs also played
important roles in the development of social,
increasing the employment rate, source of income
generation, fostering in creativity and innovation as
well as the cradle of future market orientation. In
Malaysia, these enterprises are categorized into two
sub-sectors; manufacturing and services including

International Journal of Supply Chain Management
[JSCM, ISSN: 2050-7399 (Online), 2051-3771 (Print)
Copyright © ExcelingTech Pub, UK (http://excelingtech.co.uk/)

others [3]. Two criteria are used to differentiate
those sub-sectors which are sales turnover and the
number of full-time workers. In the manufacturing
sector, SMEs are defined as enterprises with sales
turnover not exceeding RM50 million or number of
full-time employees not exceeding 200. On the other
hand, for service and other sectors, SMEs are
defined as enterprises with sales turnover not
exceeding RM20 million or number of full-time
employees not exceeding 75. And those two-
subsectors are divided into other three criteria;
micro, small and medium which further explained in
the table 1.

Table 1. SMEs definition Malaysia’s context

Sub- Manufacturing Services and
Sectors Other Sectors
[Criteria

Sales Turnover:
RM15 million <

Sales Turnover:
RM3 million <

Medium RM50 million RM20 million
OR Workers: OR Workers:
From 75t0 <200 From30to <75
Sales Turnover: Sales Turnover:
RM300,000 < RM300,000 <
Small RM15 million RM3 million
OR Workers: OR Workers:
From5to <75 From 5 to <30
Sales Turnover: <  Sales Turnover:
Micro RM300,000 < RM300,000
OR Workers: <5 OR Workers: <
5

So far, SMEs is covering 98.5% of the total business
community in Malaysia which amounted of
907,605. Service is the largest sector with 809,126
enterprises followed by the second place which is
manufacturing sector (47,689). Other sectors such as
construction, agriculture, and mining are 39,154,
10,218, and 865 respectively. As overall, SMEs has
contributed more than one-third of the Malaysian
economy. In 2018, SMEs contributed RM521.7
billion to the economy even with a decline in gross
domestic product (GDP) rate of 6.2% as compared
to 7.1% in 2017 with RM491.2 billion. This shows
that SMEs contribution to the country's GDP rose to
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38.3% in 2018 from 37.8% in 2017, which led by
expansion in the services and manufacturing sectors
together with SMEs exports. SME employment also
grew at 3.4% during the year, resulting in SMEs
contributions to overall employment at 66.0% an
increase from 65.3% in 2016. Despite recording an
increase in the export value from RM155.1 billion in
2016 to RM167.4 billion in 2017, SME contribution
to the total exports was lower at 17.3% (2016:
18.6%) due to the higher export growth by large
enterprises [4].

However, the SMEs sector in Malaysia is still
considered not in a position of high capacity to meet
the GDP requirements which targeted to have a
contribution of over 50%. Countries such as Japan,
Korea and Taiwan each has contributed SMEs to
their nation’s GDP by more than 51%. They also
assume that SMEs sector has a very critical role in
supporting the local big corporations. The same
mechanism has been done in Malaysia to support
local companies, but it still lags behind because
there are some important factors that need to be
studied and the improvements should also be made
from time to time in a consistent ways. Previous
studies have confirmed that SMEs top management
people are lacking in term of managerial knowledge
when conducting their businesses [5] [6]. The
leadership practice also plays important roles in
supporting and managing their workers behavioral
as well as the operations [7].

In addition, [8] [4], found that Malaysian SMEs have
encountered other critical problems such as
financial, operational and managerial aspects
including the leadership skills. Leaders or top
management people consisting a lot of positions in
SMEs such as owners, general managers, chief
executive officers and others are the main
contributors to provide the direction, implement
strategic planning and motivating workers for
achieving the profits, reputation and long term
sustainability [9].

According to [10] [11], leadership practice plays an
important driver among SMEs and significantly
influences the day to day operations and finally
improve their business performance in order to be
sustainable in the marketplace. Thus, leadership
practice is a concept where the top management
people manages their enterprise’s resources
including assets, workers, time and the context of
communication (upwards and downwards) in carry
strategically orders to be performed. A study by
[12], found that two types of leadership practices
that have the impact of SMEs business performance.
They claimed that the transformational and the
transactional have influenced the top management
people to behave positively and increase workers
outcome that lead to higher enterprise performance.

On the other hand, top management people with
religiosity leadership practices also enhancing the
SMEs performance.

A study by ref. [13] found out the significant in
direct impact of the applying religiosity leaderships
(among the top management people) in the
workplace towards the enterprise’s business
performance. In addition, workers with high
influenced by religiosity practices (driven by the top
management people) have a positive impact to their
job performance and directly expedited the
enterprise business performance. In this study, the
empirical findings related to religiosity leadership
practice are important because there has been
previously lacking of research linking them to
business performance related to SMEs in Malaysia
[4] mainly in the halal food and beverages (F&B)
industry [14]. Therefore this study is intended to
examine the influence of religiosity leadership
practice applied by the top management people in
the SMEs involving the halal F&B products in
Malaysia towards their business performance. The
study was guided by major research questions as
follows:

RQ1: Does the religiosity leadership practices
(extrinsic) have a significant relationship with SMEs
business performance?
RQ2: Does the religiosity leadership practices
(intrinsic) have a significant relationship with SMEs
business performance?

2. Literature review and hypothesis
2.1 Religiosity leaderships

The term religiosity can be defined as a practice
carried out by an individual who has faith in
something that he/she accept as a truth which based
on the institutionalized belief. It is symbolizing the
individual identification and commitment to the
values and principles of a religion [15]. As an
example, an individual’s believed on metaphysical
or apprehensive with a ground and persistence to be
worshipped known as a god [16].

Religiosity also related to human nature in believing
something towards ethical behavior and attitude
[17]. Religiosity applications (e.g., in the response,
observation, thinking, feelings, and obedience to the
sacred ones) performed by the managerial levels in
the companies can be associated with an impact in
enhancing the employees and their teamwork
motivation. Leaders or top management people such
as managers’ kindness, fairness, honesty, trust and
concern for their employees directly will improve
the business performance. The collaboration
between leaders or managers and their employees in
performing religiosity applications will directly
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increase the strategic decision making that has a
significant impact to companies’ reputation,
profitability and sustainability [9].

According to [18], a religiosity that applied by
leaders can be categorized into two orientations;
extrinsic and intrinsic. Extrinsic religious orientation
was a person's religious to show cooperation or
affiliation with others to seek perfection for self-
practice. Extrinsic orientation shows affiliation with
others, it later will be known how the effect of
leadership on employee commitment [19].

2.2 SMEs business performance

According to [20] [21] there was a significant
relationship between religiosity and the business
performance. The more religiosity applications by
the managerial level in any companies will bring
more significant impact and improve the overall
performance. Meanwhile, [13] found out there was
a significant impact of religiosity applications by the
top management people towards their employee’s
job indirectly improve the company’s performance.
Studies done by [22] [23] also confirmed that top
management people which influenced by religiosity
has motivated their employees to perform a quality
and efficient works. Therefore, the potential effects
of religiosity application by the managerial level
could emphasize in the SMEs business performance.
Thus, the following hypothesis is:

H1: Religiosity leadership practices (extrinsic) has a
significant relationship with SMEs business
performance.

H2: Religiosity leadership practices (intrinsic) has a
significant relationship with SMEs business
performance.

Figure 1 illustrates the conceptual theoretical
framework. As shown, religiosity leadership
practices (extrinsic and intrinsic) are the
independent variables while SMEs business
performance is the dependent variable.

L H1
Religiosity

(Extrinsic) \‘
SMEs Business

Performance
Religiosity

(Intrinsic) 0

Figure 1. Conceptual theoretical framework

3. Research methodology
3.1 Data collection method

Purposely for this study, a survey questionnaire was
adopted from previous research that have done in the
field of religiosity and business performance among
the SMEs. The questionnaires were sent by email
accompany by the intermediary of Google Form to
the SMEs listed on the online database provided by
JAKIM. It was clear that the questionnaire must be
answered by top management people or high level
managerial position in order to provide an accurate
information regarding the business of SMEs.

3.2 Sampling technique

This study is using a selection of subjects who are
most favorable placed or in the best position (among
the top management people) in the companies to
provide the required information [24]. The
companies’ data are derived from the listed SMEs in
Malaysia that provided by SME Corporation online
databases. And from the total estimated of 47,698
companies in the list, a cross-selection was made for
the halal F&B companies which was limited to
5,556 that retrieved from the Halal Malaysia Official
Portal (www.halal.gov.my). However, only 1,158
companies were identified as SMEs category.
Instead of taking 370 samples, as suggested by [25],
by adding up 30% more will enhancing the chances
to get a better response rate. Then by using the
random number generator in Ms. Excel, a selected
of 507 companies was emailed with a survey
questionnaire via the Google Form.

3.3 Questionnaire development

The survey questionnaire consists of two parts. The
first part contains 7 items of respondents and
company backgrounds. The second part contains 17
items of religiosity and 12 items related to SMEs
business performance. A five-point Likert scale was
used to measure the two categories of structures,
namely religiosity; intrinsic and extrinsic and the
business performance; non-financial and financial.
All items were measured by scales ranged from “1”
strongly disagree to “5” strongly agree. The five-
point Likert scale is a valid and appropriate
measurement due to many previous studies have
used to measure the SMEs business performance
[26] [27].

In this study the religiosity dimensions (intrinsic — 8
items and extrinsic — 9 items) was measured by
adopting indicators recommended by [28] [16] [29]
[30]. Meanwhile the SMEs business performance
item measurements were adopted from [7] [31]. The
business performance consists of two categories; 7
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items in non-financials and 5 items in financial (e.g.,
ROI).

3.4 Respondent profile

Respondents for this study have consisted of top
management people which categorizing of owners,
managing directors and general managers. The total
of survey questionnaire emailed were 507, and 118
were valid to be used, which is a 23.27% response
rate. All respondents are coming from SMEs that
involved in the producing halal F&B products. Table
2 presents the respondents and company
backgrounds.

Table 2. Respondent and company background

SMEs Halal Food Frequency (%)
Category and (118) 100
Beverages

Age Less than 25 13 11.01
26 - 45 49 41.53
More than 56 47.46
46

Race Malay 68 57.63
Chinese 33 27.97
Indian 7 5.93
Others 10 8.47

Gender Male 76 64.41
Female 42 35.59

Ownership  Enterprise 53 44.92
Sdn. Bhd 65 55.08

Number of  Less than 5 13 11.02

Muslim 615 28 23.73

Staff 16 —30 41 34.75
31-50 26 22.03
More than 10 8.47
51

Number of  Less than 5 25 21.19

Products 610 46 38.98
11-15 27 22.89
16 - 20 14 11.86
More than 6 5.08
21

Other HACCP 45 38.14

Certificates MeSTI 112 94.92
GMP 96 81.36
International 15 12.71

35 Descriptive statistics

An overview of the respondents’ enterprise
background was provided by the descriptive
statistics. The average scores for religiosity
(extrinsic), religiosity (intrinsic) and SMEs business
performance are 4.060, 4.017 and 4.300
respectively.

4, Data analysis

This study is using the Smart-PLS software, data
from the respondents were analyzed and
bootstrapping was conducted to test the significance
level of the t-value (t-statistic). Table 3 presents the
results of the factor loadings (FL), reliability
analysis (CA), composite reliability (CR), and
average variance extracted (AVE). Cronbach’s
alpha values higher than 0.80 mean that the
instrument used has good reliability, values within
0.70 mean acceptable while below 0.70 mean weak
reliability [32]. For AVE, the value must be > 0.50.
Concisely, the Table 3 demonstrates that the
instrument used to measure each variable was highly
reliable such as religiosity (extrinsic and intrinsic)
had Cronbach’s alpha of 0.895 and SMEs business
performance is 0.844.

Table 3. Reliability measurements

Variable (s) FL CA CR AVE

Religiosity

Extrinsic 0.750 0.895 0.771 0.628
Intrinsic 0.833

SMEs

Business

Performance 0.844 0.712 0.566
Non-financial 0.556

Financial 0.907

4.1 Hypothesis testing

The significance of the structural model and the
relevance of the path loadings between the
constructs was examined by using computed t-
statistics (t-value). The value of t-statistics were
obtained after the path analysis on the structural
model was conducted via bootstrapping using 500
bootstrapping samples in Smart-PLS. Table 4
presents the results of path coefficients (beta or ),
standard deviation, t-statistics, and the hypothesis
results. The absolute and significant value of t-value
must be 1.96 or higher (two-tailed) [32]. Thus, based
on the bootstrapping procedure, Table 4 shows an
insignificant relationship between religiosity and
SMEs business performance with a t-value of 0.279.
The insignificant relationships found indicate that
the hypotheses of the study were rejected.

Table 4. Hypothesis testing

H Path B Std t- Decision
Dev  value
H1I R—» Not
& BP -0.023 0.083 0.279
supported

H2

BP — Business Performance
R - Religiosity

H — Hypothesis
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5. Conclusion and managerial implications

The objective of this study is to examine the
influence of religiosity leadership practices among
the top management people towards the SMEs
business performance in the Malaysian halal F&B
industry. The results of the present study have
important implications for owners and related
managers. Based on the results, the implementation
of religiosity applications has not influenced
themselves as well as their workers perform a better
work in order to improve business performance.
This finding is consistent with a study in U.S
population where they are practicing the religiosity
activities to improve economic growth/income
among the U.S population, but it was not significant
[33]. In addition, this study has confirmed the
findings by [34] as well as [35] where the some parts
of religiosity practices have discouraged the
entrepreneurial activity as well as to improve the
economic performance among the business
companies. This particular study also has provided a
new input to knowledge in the field of religiosity.

There are several implications of this study. Owners
and related managers that try to adopt some changes
in term of (workers) behavioral in multicultural
enterprises via the integration of religiosity need to
address some major concerns. Incorporating
religiosity practices may necessarily bring some
benefits for the whole enterprise but may not to
improve business performance. Moreover, Malaysia
has different cultures which devoted by many races
and a culture of respect for a variety of beliefs and
faiths should be cultured in the enterprise by
implementing codes of conduct such as values of
tolerance, respect, and empathy.

To date, the halal F&B product market issued by
SMEs manufacturers in Malaysia has met most of
the domestic market demand. They also have
customers who are confident about the quality and
assurance of its authenticity in terms of Shariah law
and yet all of these products have a valid JAKIM’s
halal logo. This could also be related to the
expansion of awareness and increased of knowledge
towards law enforcement especially halal and haram
(illegal) in terms of the use of F&B products among
the Muslim customers. At the same time, SMEs
entrepreneurs and their employees have also been
exposed to various channels of Shariah law while in
the process of making F&B products that also be
extended across the supply chain.

Therefore, this may be a reason why religiosity
practices are not a factor or a driver of improvement
in SMEs' business performance especially for the
halal F&B product industry. Maybe it is because
each of them (manufacturers and the customers)
knows that the process of producing the F&B

product must comply with all the regulations set by
JAKIM and the relevant authorities. This also means
that the practice of religiosity is a common to
Malaysian society and does not have a significant
impact on business performance (SMEs) but it gives
a great value to the humanity.

6. Limitation and future research

This study has contributed an empirical findings to
the existing literature, however the results cannot be
generalized to the SMEs industry as overall. Future
studies should be implemented by using a lot of
other models among the different type of SMEs in
order to generalize the findings. The other limitation
of this study is that questions related to religiosity
and the SMEs business performance are answered
by the same respondents which are owners and
higher ranking managers. Maybe in future, the
survey questionnaires can be filled out by different
respondents to prevent same-source bias. In
addition, the future study must be considered to
perceive the impact of moderating variable such as
entrepreneurial orientation that might show different
results.
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