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ABSTRACT 

The Malaysian government has been supportive of the development and expansion of 

small enterprises. Unfortunately, small enterprises are still plagued by low 

competition due to poor performance, inability to adapt to change, high cost and low 

productivity. Therefore, they failed to capture potentially lucrative halal food market 

opportunities. Hence, halal certification will be one of the strategies to help the SMEs 

to expand their business, without it, the industry faces challenges ahead. This study 

has designed and developed a management system to assist small enterprises in 

implementing standard requirements toward halal certification, which is the primary 

purpose of this study. The methods used in this thesis are qualitative and quantitative 

as a research strategy. Preliminary data was collected via initial assessment of the 

organization and participant observation where the researcher took part in the 

activities. The researcher assumed the role of the trainee consultant. The result of the 

initial assessment was used to determine strategic action plans that permit the 

extensive improvements, controls, training, documentation to be integrated into the 

operation activities such as production, purchasing, maintenance and others activities 

required by the halal assurance of food safety system management. This study has also 

shown that significant improvements especially on the new modified premise 

infrastructure and documentation development. Not to mention, an innovation of 

prototype mold was designed and developed to replace the previous mold that 

improves the quality and productivity of the product. The quantitative analysis results 

on conformance to the system implementation showed successful implementation and 

finally, human-related factors are also discussed in this thesis, which contributes to the 

effectiveness of system implementation. The major contribution of this study serves as 

a valuable guideline and strategic tool for new applicants pursuing halal certification 

and a reference to halal service providers. Finally, it provides operational guidelines 

for introducing halal certification standard to a wider base of SMEs food industry.  
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 البحث ملخص
ABSTRACT IN ARABIC 

كانت الحكومة الماليزية داعمة لتوسيع وتطوير المشاريع الصغيرة. ولكن للأسف لا تزال 
الصغيرة تعاني من المنافسة المنخفضة بسبب ضعف الأداء وعدم القدرة على التَكيُّف المشاريع 

مع التغيير بالإضافة إلى إرتفاع التكلفة وإنخفاض الإنتاجية. فشلت هذه المشاريع في إلتقاط 
فرص سوق الطعام الحلال ذات الربحية العالية المضمونة. شهادة الحلال سوف تكون أحد 

ساعدة المشاريع الصغيرة لتوسيع عملهها  والي  بدوهاا تواج  نناعة الطعام الإستراتيجيات لم
الحلال تحديات المنافسة. هذه الدراسة أعَدّت وطَوّرت إطاراً لمساعدة المشاريع الصغيرة لتطبيق 
متطلبات قياسية تجاه شهادة الحلال والي  هي الهدف الرئيسي من هذه الدراسة. الأساليب 

ذه الأطروحة هي النوعي والكمي كإستراتيجية بحث  لقد تم جمع البيانات المستخدمة في ه
عن طريق التقييم الأولي للمؤسسة ومراقبة المشارك حيث أن الباحث شارك في الأنشطة  
إفترض الباحث دور المستشار المتدرب  واستُخدهمت نتيجة التقييم الأولي لتحديد خطط 

سينات الشاملة والضوابط والدورات التدريبية والتوثيق العمل الإستراتيجية الي  تُجيز التح
لتكون مُدمجة داخل أنشطة التشغيل مثل الإنتاج والشراء والصيانة والأنشطة الأخرى المطلوبة 
لتأمين إدارة نظام سلامة الطعام الحلال. أظهرت هذه الدراسة أيضاً الكثير من التحسينات 

مة البنية التحتية الجديدة المعدّلة. تم تصميم وتطوير الملحوظة خانة على تطوير التوثيق ومقد
ن نوعية وإنتاجية المنتج  وكذلك  اختراع قالب النموذج لاستبدال القالب السابق الذي يُُسهّ
نتائج التحليل الكمي المطابقة لنظام التنفيذ أظهرت تنفيذ ناجح. وأخيراً ناقشت هذه 

اً تساهم في فعالية تنفيذ النظام. المساهمة الرئيسية الأطروحة عوامل متعلقة بالإنسان والي  أيض
لهذه الدراسة بمثابة مبدأ توجيهي ذو قيمة وأداة إستراتيجية للمتقدمين الجدد الساعين إلى 
الحصول على شهادة الحلال ومرجع لمزودي خدمة الحلال. وأيضاً توفر هذه الدراسة الدعم 

من العاملين في المشاريع الصغيرة لصناعة لتقديم معايير شهادة الحلال لقاعدة عريضة 
 وخدمات الطعام.
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CHAPTER ONE 

 

INTRODUCTION 

1.1 BACKGROUND OF STUDY 

The demand for the halal product has been increasing, partly due to the rising of the 

Muslim population, which made up 23 per cent of the world population. The existing 

Muslim halal market in the global economy is worth approximately USD 2.3 trillion, 

and the halal food industry earned an estimation of USD 700 billion per year. Other 

significant contributions to the halal food demand are due to religious duty, food 

quality and food safety reasons.  

The Malaysian government is committing to developing the country's halal 

industry and the high demand for halal products has catalysed the development of the 

halal industry. Consequently, the demand for halal certification has begun to increase 

strongly. Malaysian Halal Standards has adopted the international food safety 

programme regulations, Good Manufacturing Practices (GMP) and Hazard Analysis 

Critical Control Point (HACCP) and has been recognised by the United Nation (UN) 

as a benchmark of International Halal Standard (Bohari et al., 2013).  

The Malaysian Prime Minister envisions that Malaysia will become the global 

halal hub in the Vision 2020. The government has initiated a broad range of 

manufacturing export incentives to facilitate the process of becoming the global halal 

hub. The halal certification scheme has added value among the businesses and gives 

benefit to the Malaysian economy. As proven, since 2011, halal exports performance 

in Malaysia has increased by 33 per cent from RM 23.9 billion to RM 37.7 billion in 

2015. In 2016, it is expected to boost to RM 50 billion of exporting food and 
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beverages, and halal ingredients (“Malaysia sasar eksport RM50 billion”, 8 January 

2016).  

The main exported halal products are ingredients, palm oil derivatives, food 

and beverages, cosmetics and personal care products, industrial chemical and 

pharmaceutical. Among the key export destinations from Malaysia are China, 

Singapore, the United States, Indonesia and Japan (“Status of the Halal Industry”, 10 

March 2015). This is due to the continuous halal awareness programmes, the support 

of the Malaysian government toward achieving global halal hub, the advanced 

processing technology that Malaysia has adopted which has widened the usage of raw 

materials and thus, expand the demand in the halal industry.  

In the process of promoting halal certification, the government has developed 

halal park. Omar (2013) stated that the Ministry of Entrepreneur and Cooperative 

Development has given allocation to build these Halal Park. According to HDC 

(http://www.hdcglobal.com), Halal Park is a group of manufacturers and businesses 

located in one property. Each of the organization in the in Halal Park seeks assistance 

in enhancing their environmental, economical, and social performance. Halal Park 

contributed to these organization by helping them in managing Halal products and 

resources. As a result, today halal food is demand-driven and resulted to and 

estimation of RM205.1 bil in exports since 2011 to September 2016 

(http://www.thestar.com.my/). 

Since 2007, numerous database technologies were initiated to assist and update 

consumers the status of halal certification of halal producers. To name a few 

applications: e-Halal Malaysia, JAKIM My SMS 15888, HaFYS Technology, 

MyMobiHalal 2.0, HDC Halal Widget, HDC i-Kiosk, HDC Nokia Apps, and HDC 

http://www.thestar.com.my/
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iPhone (Husny et al., 2013). Now, through phone or computer, these technologies are 

easily accessed, and consumers are using it while shopping.  

These applications also act as the guide for the market, increase the spreading 

of information about halal products globally, and increase the awareness of the halal 

concept in the western Muslim markets, such as the United States of America (USA), 

the United Kingdom (UK), Germany and France.  

While demand for halal food has remained high, concerns over the current 

issues have cropped up. Among the many examples, one of the issues is the majority 

of animal origin ingredients, and additives products are not halal certified. Thus, 

suppliers of halal certified ingredients and additives products take this to their 

advantage by rating at a higher price the producers (Tieman, 2012).  

Besides, there was illegal use of the halal logo and the use of expired halal 

certificate by some manufacturers (Hayati et al., 2008). Sometimes manufacturers are 

unaware of the expiry date of their halal certification. Another issue is hard to get 

halal certification by food producers due to complicated procedures (Ahmad and 

Nordin, 2015).  

To apply for the halal certification industries have to abide by the requirements 

of the halal certification.  This means additional money to fulfil the requirements. 

Numerous issues on the poor practice of proper hygiene by halal certified 

manufacturer (Hayati et al., 2008), were also exposed by Jabatan Kemajuan Islam 

Malaysia (JAKIM). As an example, in the case of Secret Recipe that failed to comply 

with the requirement in the Halal Certificate requirement and GMP, it involved 

offences of serious hygiene in compliance (“Penarikan sijil halal Secret Recipe”, 26 

May 2015). This is one of many examples, in which manufacturers became 
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inconsistent in complying with halal certificate requirements after their certifications 

were approved.  

Another issue is about the halal status of product packaging, processing aids, 

and the glove worn by food handlers (Ab Talib and Johan, 2012). From the issues 

derived, it becomes a duty of each food entrepreneur to be sensitive in producing halal 

products according to strict regulations and halal quality standards, and also to 

understand the concept of halal in all scopes of production, from farm to table (Awang 

et al., 2014). 

 

 

Figure 1.1 Halal Certified Company by Category of Halal. Reprinted from Halal 

Certified Statistics, by Halal Industry Development Corporation, retrieved from 

http://www.hdcglobal.com/publisher/gwm_industry_statistics Copyright 2008 - 2013 

by Halal Industry Development Corporation. 
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Figure 1.2 Halal Certified Product by Category of Industry. Reprinted from Halal 

Certified Statistics, by Halal Industry Development Corporation, retrieved from 

http://www.hdcglobal.com/publisher/gwm_industry_statistics Copyright 2008 - 2013 

by Halal Industry Development Corporation.  

 

 

In Figure 1.1, the halal certified statistics released in May 2014 showed that 

47.2 per cent of the total applicants made up of small-scale industry, were certified 

with halal certificate. This indicates that entrepreneurs from small-scale industry were 

aware and eager to fulfill the halal compliance demand. Figure 1.2 indicates that 15 

per cent of the applications are product based application by the small-scale industry. 

Many small-scale industries have limited technology and small infrastructure to create 

more products. Thus, the quantity of products produced by small industry is smaller 

than Multi-National Company (MNC). 

The need for high quality of health and sanitary requirements are in demand 

worldwide, regardless of religious belief, and halal, as a symbol of quality and 

assurance, is well recognised. Realising the tremendous potential of halal market, the 

author believes, there is a need to focus and assist the small-scale enterprises to 
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actively participate in this growing and competitive market in order to widen and 

sustain their markets.  

For a micro and small-scale industry to develop a halal quality assurance 

system and implementation based on MS 1500:2009 is not an easy task. The process 

usually requires the assistance of a consultant to help the company to set up the 

activities that would allow the enterprise to achieve halal certification. The actual 

implementation of the halal system in small business has rarely been studied and 

discussed. Therefore, this study mainly deals with small enterprises’ implementation 

of the halal certification requirements. 

 

1.2 PROBLEM STATEMENT 

The small and medium enterprise (SME) plays a major role in the Malaysia’s 

economic development. They represent more than 95 per cent of the total business 

establishments, contribute more than 40 per cent of the total output, provide over 60 

per cent of total employment and add more than 45 per cent of total value-added since 

year 2000 (Bank Negara Malaysia, 2010). This data suggests that SMEs have a very 

significant impact on the whole economy of the country.  

Today, Malaysia is a leading halal hub and there is about USD 500 billion 

worth to be tapped of halal business opportunities. In fact, the government has been 

supportive of the development and expansion of SMEs. Given the prospects of the 

halal food industry to become the engine of natural economic development, Malaysian 

companies, particularly micro and small enterprises, are still unfortunately played by 

low competition. The lack of competition mainly attributes to this poor performance 

and inability to adapt to change, high cost and low productivity. These challenges and 

constraints have resulted in many small enterprises fail to capture potentially lucrative 
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halal food market opportunities due to their incapability of attaining higher levels of 

performances. 

A study by Sarwoko, Surachman, and Hadiwidjojo (2013) emphasised that the 

performance of small industries depends on the trait of the owner or manager. While, 

a study conducted by Ahmad and Seet (2009) revealed that business failure is the 

impact of negative entrepreneur traits. In other words, the weakness of the Malaysian 

food industry has a lot to do with the food producers, a conspicuous lack of 

professionalism.  

They have poor management skill (Tunggak et al., 2015; Bakar et al., 2005; 

Kader et al., 2009), and lack of management education (Bakar et al., 2005). In 

addition, lack of entrepreneurial quality, poor marketing, lack of market accessibility 

(Kader et al., 2009; Munoz et al., 2014), and lack of skilled employees (Munoz et al., 

2014). They also require the Islamic mind (Tunggak, 2015). They were hampered by 

high production costs. Besides, the small industries are weak in market niche 

researches and development activities because of capital shortage. It also causes them 

to lag in adopting technology to increase their production and venture to export 

market. 

Halal certification is one of the strategies to help the SMEs to expand their 

business, without it, the industry faces challenges ahead. Firstly, without halal 

certificate, an enterprise will encounter difficulty in marketing the product. This 

problem is due to customers’ awareness of halal goods and healthy food. Next, the 

company cannot enter supermarkets quickly due to halal requirements. Apart from 

that, they would also face difficulties in exporting their products internationally.  

Furthermore, companies that: i) do not have halal certificate and violate 

regulations set by the authority for using halal logo or other indications of halal 
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product without the permission of JAKIM; ii) do not keep the cleanliness of their 

premises at a satisfactory level; iii) use raw materials that are not safe for 

consumption; and iv) any other offences, will face action from acts, such as Food Act 

1983, Food Regulation 1985, Trademark Act 2012, Trade Description Act 2011, and 

more. 

Most Bumiputera entrepreneurs own small-scale industries, in the food 

production. They are common to the industry for long, and yet little improvement, in 

quality and safety has been achieved. Out of 75 per cent of small enterprise, only 15 

per cent has applied for halal certificate. This problem is because Bumiputera 

enterprises lack of knowledge, professionalism and leadership as an entrepreneur.  

They are unfamiliar with the incentives given by the government in producing 

halal food, and agencies assisting for halal certificate. They are not sufficiently well-

versed in the hygiene, education, GMP and quality aspects governing food 

manufacturing. Therefore, lack of commitment issues, such as cleanliness, food 

protection, personal hygiene practices and sanitation facilities at processing premises.  

Therefore, there is an urgent need to increase the number of Bumiputera enterprise 

with halal certificate. 

This study is designed to develop an operational guideline to assist the 

enterprises to implement the requirements stipulated by the Malaysian Standard, MS 

1500: 2009 (Halal Food: Production, Preparation, Handling and Storage - General 

Guide) to obtain the halal certification by the end of the programme. The study has 

been conducted in collaboration with Lembaga Persatuan Peladang (LPP), where by 

the entrepreneur is screened by the LPP to be potential candidates for the above 

programme. LPP will provide some incentives to its members and bear some of the 

expenditures, to indicate its commitment to this project. 
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1.3 OBJECTIVES OF THE STUDY 

The primary research objective is to develop halal management system. to fulfil the 

main objective, the following goals are met: 

1. To provide a better understanding on the basic GMP, Good Hygiene 

Practice (GHP) and halal concept. 

2. To develop a documented system for “Makanan Selamat Tanggungjawab 

Industri” (MeSTI) certification and halal certification. 

3. To examine the human factor that influences effective implementation 

system certificate. 

4. To develop a stainless steel prototype mould for production of palm sugar. 

 

1.4 SCOPE OF THE STUDY 

The scope of this study is specific to food manufacturing of small enterprises that 

aimed to obtain halal certificate. This study emphasised on the implementation of 

concept application and excluded the in-depth study on halal jurisprudence. 

 

1.5 METHODOLOGY 

This study was conducted using the following methodology: 

(1) Gap analysis assessment was performed, by performing an initial 

evaluation to the company to assess the level of compliance to MeSTI and 

halal requirements.   

(2) Trainings on GMP, Good Hygiene Practice (GHP), MeSTI requirements 

by food safety assurance programme (PJKM-Program Jaminan 

Keselamatan Makanan), and halal requirements (MS 1500:2009) would be 

conducted continuously.  


