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ABSTRACT

The currency fluctuation, global financial crisis and decreasing value of money have
prompted the practice of using gold dinar and silver dirham for investment, savings,
hajj, paying zakat, and dowry as well as buying and selling. Growth of dinar and
dirham usage in Malaysia and Indonesia has been an argumentative issue in some
discussions. These two countries also cooperate to re-introduce dinar and dirham
back to the community under World Islamic Mint Organization. The purpose of this
study is to investigate whether differences on consumers’ intention to use dinar and
dirham as a medium of exchange exists between Malaysia and Indonesia. This study
used self-administered questionnaire and online questionnaire distributed throughout
Klang Valley and Jakarta. Based on adaptation of the Theory Reasoned Action (TRA),
three factors were proposed, which are attitude, subjective norm and religiosity. Data
were collected from 102 Malaysian and 110 Indonesian consumers and analyzed using
multiple regression analysis with SPSS version 19. Findings show there is significant
and positive impact of attitude on customers’ intention in Malaysia and Indonesia.
Subjective norm and religiosity show positive impact on customers’ intention to use
dinar and dirham, but this study fails to prove the presence of significant relationship
between these two independent variables with intention. The findings however show
generous understanding on customers’ intention to use dinar and dirham and its
antecedent in the context of dinar and dirham usage in Malaysia and Indonesia.



C‘."d\ua.’r.b

I S ad)ol) aleall dad oo 2kl o) Sl aJW legVly el jlasl 3yl
2 el lema VL el ey oadll jled) a1 e Upg
L gl Ll (3 onylly Ll Jaladl 56 mn L slidly adl Slhass 4itally olS3)
awda¥l Jou QU o)) Jelad) Jagt Cus Legoad Lusalily Lpdle LUl obleladlly
aoldl ods o 2 A el SN Mgl sl edy ally Sl

L si) (3 ey Lidle 3 pempllly Lol cpdaladll Ul o Uil I BL2SCa)
& V.A).Ub HLdl delazall iV e g (o é}’\.ﬁa‘.‘.\ﬂ\ Codsiein!| awl, ) ol
Jolse D s anlydl ols ,L;E.E.U Jadll 4 las e Iolazely STy c..lféib
Dpie 102 r 0S5 eamr ¢ ) Slaglall L padlly | A1 2Bl 1 s Bl a2t
datll () o) alisinaly UL JE Ey L wsiadil Br2a 110 5 il
19 3 el SPSS ey ol g 61 858 Jlam pllas ga psznd) el
Al elag a8 539 3lgl eally L Cpelazald L) I O el il
Sl cpaladll sl e slal R0 1 gbl padlly 530 Ll oy Ll Jalad
ol o Jolgal) S o (BBl gy UL s anlyll oda (ST L eny g
lly Sl sy Sraadl SO A JLbl anlll ods el (i) e
Lo ily Ul el o alaslly



APPROVAL PAGE

| certify that | have supervised and read this study and that in my opinion, it conforms
to acceptable standards of scholarly presentation and is fully adequate, in scope and
quality, as a dissertation for the degree of Master of Science (Marketing).

Wan Jamaliah Wan Jusoh
Supervisor

| certify that | have read this study and that in my opinion it conforms to acceptable
standards of scholarly presentation and is fully adequate, in scope and quality, as a
dissertation for the degree of Master of Science (Marketing).

Mohd Ismail Bin Sayyed Ahmad
Examiner

This dissertation was submitted to the Department of Business Administration and is
accepted as a fulfilment of the requirement for the degree of Master of Science
(Marketing).

Suhaimi Mhd. Sarif
Head, Department of Business
Administration

This dissertation was submitted to the Kulliyyah of Economics and Management
Sciences and is accepted as a fulfilment of the requirement for the degree of Master of
Science (Marketing).

Nik Nazli Nik Ahmad
Dean, Kulliyyah of Economics
and Management Sciences



DECLARATION

| hereby declare that this dissertation is the result of my own investigation, except
where otherwise stated. | also declare that it has not been previously or concurrently

submitted as a whole for any other degrees at IIUM or other institutions.

Indri Dwi Wardhani

Signature...................... Date .....cccoceenene



INTERNATIONAL ISLAMIC UNIVERSITY MALAYSIA

DECLARATION OF COPYRIGHT AND AFFIRMATION
OF FAIR USE OF UNPUBLISHED RESEARCH

Copyright ©2014 by International Islamic University Malaysia. All rights reserved.

COMPARING THE INTENTION TO USE DINAR AND DIRHAM BETWEEN
MALAYSIAN AND INDONESIAN CONSUMERS

No part of this unpublished research may be reproduced, stored in a retrieval system,
or transmitted, in any form or by any means, electronic, mechanical, photocopying,
recording or otherwise without prior written permission of the copyright holder except
as provided below.

1. Any material contained in or derived from this unpublished research may
be used by others in their writing with due acknowledgement.

2. 1IUM or its library will have the right to make and transmit copies (print
or electronic) for institutional and academic purposes.

3. The IIUM library will have the right to make, store in a retrieval system

and supply copies of this unpublished research if requested by other
universities and research libraries.

Affirmed by Indri Dwi Wardhani

Signature Date

Vi




ACKNOWLEDGEMENTS

All praise to Allah SW. T, the Most Gracious, Most Merciful, who brings
forgiveness, light, strength, and life to those who call upon Him and to Him is the
dedication of this dissertation. Peace and blessings always be upon Prophet
Muhammad P.B.U.H.

Firstly, 1 would like to gratefully and sincerely express my appreciation to
Associate Professor Dr Wan Jamaliah Wan Jusoh who acts as my supervisor despite
her many other academic and professional commitments. Her kindness and patience
with my ignorance and through my difficult time has provided precious guidance,
support, comments and knowledge.

Secondly, special thank to the lecturers of the Kulliyah of Economics and
Management Science, International Islamic University Malaysia (1IlUM) who have
taught me all the knowledge and gave advice whenever they were approached. My
gratitude also goes to the administrative staff of the Post-Graduate Unit who always
gave assistance especially on the dissertation procedure.

Most importantly, 1 would like to thank my family, especially my parents, Sri
Purwadi Sutono and Ade Wachyudiati for the endless support, understanding and
prayers given to me during the long journey that | had been through to finish this
dissertation.

Finally, a big thank to my fellow friends who have struggled and learned
together, sharing information and helping in data collection; and I would like to thank
also to those who have assisted me directly and indirectly in the process of completing
this dissertation.

May Allah S.W.T always bless all of us here and in the hereafter.

vii



TABLE OF CONTENTS

N 015 (o1 SRR i
PN oI (o TN = o] [ i
APPIOVAL PAGE ...ttt sttt et e et e et e et e e re e e areete s iv
(D 1Tol = T L[ IO \Y;
(010 0) Y T | o 0l - To TSRS USSR vi
ACKNOWIEAGEMENT ... vii
T A L 1= o 1= Xi
LIST OF FIGUIES ...ttt nneenne s xiii
LiSt OF ADDIEVIALIONS ......vviiiiiic it eaae e xiiiv
CHAPTER 1: INTRODUCTION.....oiiiiiie ittt st 1
00 1 0 To [U Tt (o] o I ORI 1

1.2 Background Of the StUAY...........cceriereiiieienieee e 1

1.3 Problem StatemMENt ........ccveiiiiii i 6

1.4 Objectives and Research QUESEIONS ...........ccoiiiririiiieienese e 8

1.5 Significance of the StUAY .........cccooveiiiiiii e 9

1.6 DefiNItioN OF TEIMIS....ovviiiiiiie e 10

1.6.1 CuStomers’ INTENTION .......ccviiiiiiiiiee e 10

ST B T T R 10

ORI [ - 12 11

1.6.4 Theory of Reasoned ACHION ..........ccouririeiiieiese e, 11

SRS I AN 111 (0o [T 11

1.6.6 SUDJECTIVE NOIM.....uiiiiiiiiiiiee e 11

1.6.7 RElIGIOSITY ..ocvveiieii e 11

1.7 THESIS SITUCKUIE ...veeeiieeeie ettt ettt e e st e e e s s b n e s s sbaeee e 12

RSO0 o Tod [ Lo PO 13
CHAPTER 2: LITERATURE REVIEW.......cooiiiiee et 14
220 R 0 To L1 w1 o o O 14

2.2 History of Dinar and Dirham ... 14

2.3 Dinar and Dirham in MalaySia..........ccccceveeiieiieieeie e, 19

2.4 Dinar and Dirham in INAONESIA ........cccovcviieiiiiiiee e 21

2.5 Benefits of Dinar and DIirham ..........ooooviiiiiiiiiiie e 23

2.6 Issues on Dinar and Dirham ........occveviiiiiiiieicceeee e 28

2.7 CUSLOMET INTENTION ...t e aae e 32

N 0 R =1 T T ([ R 32

2.7.2 Intention to Use Dinar and Dirham ...........ccoccevviiiiii e, 34

2.7.3 Dimensions of Customer INteNtioN ..........cccoevveviiiieee i 37

T N 1 1] (1o SRR 37

2.7.3.2 SUDJECEIVE NOIM ... 40

2.7.3.3 ReliQIOSIY .....cciviiiiieiii et 43

PR ST o] o Tod [T o] o O 46

viii



CHAPTER 3: THEORETICAL FRAMEWORK ......c.cooiiiiiiiiciieeee e 47

S L INTrOAUCTION ...t et 47
B2 TREOIY ot 47
3.3 Conceptual MOdel ........c.ccveiieiiicceee e 50
34 HYPOTNESES ...t 52
AL ATTUAR. ... 52
3.4.2 SUDJECTIVE NOIM.....oiiiiiiiiiieieee e 53
343 REIIGIOSITY ...t 54

3.5 CONCIUSION. ... et 56
CHAPTER 4: METHODOLOGY ..ottt 57
I L1 oo U od o] o ISR 57
4.2 RESEAICH DESIGN .....veveeie ettt nne s 57
4.3 Sampling and POPUIALION ........cooiiiiiiiiiiiiiiee e 58
4.3.1 POPUIALION ..ottt 58
4.3.2 Sampling Method..........ccoooiiiiii s 58
4.3.3 SAMPIE SIZE....evieieeee e 59

4.4 ReSearch INStrUMENT.........coiiii e 60
4.5 Back-10-back TranSlation ..........ccccoveveiiiiiinisinieiee e 62
4.6 Pre-TESHING ..cueeeeeeieeitisie ettt bbbt 63
4.7 Data Collection Method ..........coeieieiiiiiiiiieee e 65
4.8 DAt ANAIYSIS ...t 67
4.8.1 DeSCriptive STatiStiCS.......ccvveiueiieiieieeie e 67
4.8.2 Reliability TeST.....oviiiieiecieee e 68
4.8.3 FACtOr ANAIYSIS ....ccvveiiiiiiciece et 68
4.8.4 Independent SAMPIe T-TST......ccoviiiiiiiiisee e 69
4.8.5 COelatioN......cceoveiiiiiiiieeieee e 69
4.8.6 MUltiple REGIESSION ......ocvviiiiiiiieiesie e 70

4.9 CONCIUSION. ....civiiiiiecie ettt 70
CHAPTER 5: DATA ANALYSIS AND FINDINGS......c.cccoooeieieiiee e 71
5.1 INrOAUCTION ... et 71
5.2 Data Preparation ..........ccccccveieeiieiieieesie e e et e e sae e snes 71
5.3 Respondents’ Profile .........ccceciiiiiiiiiiieiicic e 72
5.3.1 Respondents’ Practices on Zakat Contribution..............cccocerenne. 74

5.4 DeSCrIPtIVE ANAIYSIS .....oviiiiiiiiiiiiiieiee e 76
5.5 NOIMAKLY TESE ..t 78
5.6 REIADIITY TEST....ccuiiiieieieite st 78
5.7 FACIOr ANAIYSIS. ... uiiiiiciiii ittt 79
5.7.1 Reliability ANAIYSIS.......ccooiiiiiiiiiieiieriee e 82

5.8 Independent Sample T-1eSt........ccveiiiiiiciie e 83
5.9 COrTEIALION. ... .ceiiiieie ettt reenne e 84
5.9.1 Correlation Analysis Based on Country..........cccccevvvveveeiieeiieesneene 85
5.10 Multiple Regression ANAIYSIS ... 87
5.10.1 Multiple Regression Based on Country ..........cccocevveevieeiieevneenne. 88
5.11 HYPOhESIS TeSTING .....veoveeiitiiiiiieiieeeie et 89



5.11.1 Testing HYPOLNESIS L.......ccoviiieiieie e 90

5.11.2 Testing HYPOhESIS 2......c..coveiiiiiiiiiiriieieeeee e 91

5.11.3 Testing HYPOthESIS 3.......ccoviiiiiieece e 91

ST 2 O] o 1151 o] o PSRRI 93
CHAPTER 6: DISCUSSION AND CONCLUSION .....ccccoviiieie e 94
6.1 INEFOAUCTION ...ttt bbb 94

5.2 DISCUSSION ...vveeiviitieitieie ettt et sttt sttt e sbeesteaneesbeenbesreeseeeneesreenneans 94

6.3 IMPIICALIONS .....cviiiiiece e 98

6.3.1 Theoretical IMplICAtIONS............cccoiiiiiiiiicc e 98

6.3.2 Managerial ImpliCations............cccevviieiiere e 99

6.4 LIMITATIONS ..oveeiieeieciie ettt nre e enes 101

6.5 Conclusions and Suggestions for Future Research .............cccccooeeivenenne. 101
BIBLIOGRAPHY ..ottt sttt nns 103
APPENDDX | oottt 116
F N LN G SRS 121
APPENDIX T ..ttt ettt 126
APPENDIX TV .ottt ettt sttt na e 131



Table No.

2.1
4.1
4.2
4.3
5.1
5.2
5.3
5.4
5.5
5.6
5.7
5.8
5.9
5.10
5.11
5.12
5.13
5.14
5.15
5.16
5.17

5.18

LIST OF TABLES

Cost of Hajj conversion on Rupiah and Dinar
Scales used in the Questionnaire

Result of Face Validity Exercise

Data Collection Process

Respondents’ Profile

Respondents’ Practive Using Dinar and Dirham
Descriptive Statisitcs

Descriptive Statistics for each Country
Normality Testing

Reliability Statistics

Items Removed by Reliability Analysis

KMO and Bartlett’s Test

Total Variance Explained

Rotated Component Matrix

Items Removed by Factor Analysis

Reliability Statistics

Group Statistics

Independent sample t-test for customer intention
Correlations for Overall

Correlations based on Country

Multiple Regression Analysis for Overall Data

Multiple Regression Analysis of Malaysian Consumers

Xi

Page No.
26

61
64
67
73
75
77
77
78
79
79
80
80
81
82
83
84
84
85
86
87

88



5.19

5.20

Multiple Regression Analysis of Indonesian Consumers

Summary of Hypotheses

Xii

89

92



Figure No.

11

2.1

2.2

2.3

3.1

3.2

5.1

LIST OF FIGURES

Graph of gold price in 10 years history
Map of Malaysia and Indonesia

Gold and Silver Price Chart

Graph of Top 12 Gold Deposits
Theory of Reasoned Action

Proposed Research Model

Scree Plot

Xiii

Page No.

19
27
30
51
51

81



LIST OF ABBREVIATIONS

P.B.U.H Peace be upon him

PT Perseroan Terbatas (a form of company)

ANTAM Aneka Tambang (name of company)

ORG Organization

TRA Theory of Reasoned Action

TPB Theory of Planned Behavior

TAM Theory of Acceptance Model

UTAUT Unified Theory of Acceptance and Use of
Technology

Rp Rupiah (Indonesia currency)

RM Ringgit Malaysia (Malaysia currency)

WIM World Islamic Mint

WITO World Islamic Trade Organization

usS United States

DOS Department of Statistics

BPS Badan Pusat Statistik (Central Body of
Statistics)

TTDI Taman Tun Dr. Ismail (name of area)

UM International Islamic University Malaysia

SPSS Statistical Packages for Social Science

EFA Exploratory Factor Analysis

KMO Kaiser-Meyer-Olkin

PhD Doctor of Philosophy

ASEAN Association of Southeast Asian Nations

Min Minimum

Max Maximum

Std. Standard

a.k.a As known as

i.e. (id est.): that is

et al. (et alia): and others

e.g. (exempligratia): for example

etc (et cetera): and other things

Xiv



INTRODUCTION

1.1 INTRODUCTION

Chapter One will present an overview of past studies, focusing on the comparison of
the intention to use dinar and dirham among Malaysian and Indonesian consumers.
The chapter will also present of the background of the study and problem statement.
The research objectives will be outlined followed by the research questions and the

significance of the study. This chapter will also provide the definition of key terms.

1.2 BACKGROUND OF STUDY
Gold and Silver are precious metals that are recognised as symbols of wealth
(Syafputri, 2012). Gold, as a chemical element, is symbolized as Au (taken from
Latin Aurum), with the atomic number 79 in the periodic table while silver is
symbolized as Ag (taken from Latin Argentum) with the atomic number 47. These
two precious metals are not easily affected by rust and are expensive because of their
scarcity and availability. Many precious products are made from gold and silver
because of their value, such as household goods, accessories, jeweleries and coins.
Gold coins are also known as dinar while silver coins are called dirham. These
coins were previously accepted as medium of exchange in several countries until
paper money was introduced to replace them. History assures gold and silver as the
most stable alternative currencies ever known in the world. The last decade has
shown annual increases in the price of gold (USD/ounce) in the world (see figure 1.1).
From this, it could be assumed that gold dinar has a stable value as a medium of

exchange.
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Figure 1.1 Gold Price (1998-2012)

From the Islamic perspective, gold and silver have also been recognised as
valuable items and symbols of wealth. For example, Allah (SWT) says in the Qur’an’:

And those who hoard gold and silver and spend them not in the way of
Allah, announce unto them a painful torment. (Qur’an at-Tawba: 34)

This verse associates the use of gold and silver as medium of exchange for those who
believe in it.
In addition, there is also another verse in the Qur’an that mention gold and
silver, in which Allah (SWT) says:
Beatified for mankind in love of the joys (that come) from women and
offspring; and stored-up heaps of gold and silver.... (Qur’an al-
Imran:14)
This verse indicates that man’s happiness comes from women and children as well as

savings of gold and silver. The verse also recognises that people believe happiness

could be reached by saving and using gold and silver.

! The Islamic sacred writing revealed by God to Prophet Muhammad (P.B.U.H).



In the history of Islamic civilisation, gold had become one of the powers of
economy in the world. During the time of Prophet Muhammad P.B.U.H? and the era
of Islamic caliphate®, gold and silver were used as currency known as dirham (silver
coin) and dinar (gold coin) although their introduction as exchange currency had
started before Islam came to the fore. This among others has contributed to the rapid
growth of Islamic economy as those currencies are more stable compared to other
medium of exchange. However, dinar and dirham are no longer used after the
Ottoman Empire collapsed and paper money took over as a medium of exchange in
the whole world.

The usage of dinar and dirham has been re-introduced in 1991 by Umar
Ibrahim Vadillo and in 1992, the coins were firstly minted again in Spain. As a matter
of standardisation, the value of dinar, made of 97% pure gold, depends upon the
global gold price while the value of dirham depends upon the global silver price.
During this time also, Umar Ibrahim Vadillo mentioned a fatwa* about “the
prohibition of use of paper money as a medium of exchange” which became a support
at the beginning when dinar and dirham were first minted (Saidi, 2011). The
prohibition among others relates to Allah’s commands for Muslims not to practise
riba’and to implement business in the lawful way (Arham, 2010). It was stated in the
Qur’an Surah al-Bagarah verse 275:

...Trade is (just) like usury. But Allah has permitted trade and has

forbidden interest. So whoever has received an admonition from his

Lord and desists may have what is past, and his affair rests with Allah.

But whoever returns to (dealing in interest or usury) — those are the

companions of the Fire; they will abide eternally therein (Qur’an al-
Bagarah: 275)

2 Peace be Upon Him.

® An Islamic state led by a supreme religious as well as political leader known as a caliph (successor).
* A ruling on a point of Islamic law given by a recognized authority.

® Interest.



Upon the re-introduction, the emirate® in Spain was the first initiated by the
Murabitun world movement’ to mint gold dinar and silver dirham currency as
alternatives to paper money that had been prohibited (Saidi, 2007). It was one of the
cities that where caliphate® in Andalusia spread dinar and dirham, and afterwards
within 22 countries by the Murabitun World Movement. The adoption of dinar and
dirham for buying and selling by communities in the countries is based on the
consideration that they have valid and original amount if compared with fiat money in
the market (Saidi, 2011).

In South East Asia, in 2001, Tun Mahathir Mohamad as the Prime Minister of
Malaysia has made great contributions in the return of dinar and dirham usage. Tun
Dr. Mahathir Muhammad recommended dinar and dirham to be used as an
international currency in the trade between Islamic countries which opened people’s
eyes to the advantage of dinar as compared to paper money (Mohammed, 2002;
Hamidi, 2009). It was before the onset of the monetary crisis in 1992 that the usage of
dinar and dirham as alternative medium of exchange fluorished against inflation in
Malaysia.

In a similar vein, Indonesia also participated in the adoption of dinar and
dirham. Malik Abdulhagg Dwito Hermanadi as the liaison officer to the Murabitun
Nusantara also stated that since 1999, dinar and dirham were minted in Indonesia
through PT Logam Mulia, one of the subsidiary governmental companies owned by

PT Aneka Tambang (ANTAM) (Saidi, 2011).

® Political territory that is ruled by a dynastic Muslim monarch styled emir (commander in Muslim
world).

" Islamic movement founded by its current leader Abdalgadar as-Sufi (a.k.a lan Dallas), with
communities in countries all over the world.

& An Islamic state led by a supreme religious as well as political leader known as a caliph (meaning
literally a successor, i.e., a successor to Islamic Prophet Muhammad (P.B.U.H)) and all the Prophets of
Islam.



Considering these trends and facts, it could be observed that the adoption of
dinar and dirham as medium of exchange is mostly done by Muslims. Statistics show
that the World Muslim population has increased every year since 1970, especially in
Malaysia and Indonesia. In the year 2000, the number of Muslim population in
Indonesia was 177,528,772 people (Kettani, 2010). In the year 2010, it has grown by
27 million people to 204,847,000 (Pew Research Center, 2011). The Muslim
population in Malaysia has also increased where it accounted for 60.4% of the
Malaysian population in the year 2000 (Kettani, 2010). In the year 2010, it had
increased by 3 million people, equalled to 61.4% of the total population (Pew
Research Center, 2011). This rapid development could contribute to the growth of
dinar and dirham usage in the world.

Various studies have been done on the potential and opportunities for the
development of dinar and dirham usage. Among areas studied include history on
dinar re-introduction (Amat @ Anwar, 2002; Salmy Edawati, 2009), the adoption of
dinar payment (Muhayiddin, Ahmed, & Ismail, 2011, 2012; Norizaton Azmin, Nur
Hasyyati, & Abdul Halim, 2012; Touzani, 2004) as well as issues and challenges
about the usage of gold dinar (Abdul Halim & Norizatun Azmin, 2002; Abu Bakar,
Nuradli Ridzwan, & Norhayati, 2002; Hasan, 2008; Sakiinah & Zainal Abidin, 2012;
Yusuf, Meera, & Gairurazmi, 2011). However, it is also stated in Islam that actions of
people are based on the intention behind it while the motives will affect the good
outcomes and satisfaction (Alserhan, 2010). Therefore, it is important to learn the

customers’ intention to use dinar and dirham, especially in South East Asia.



1.3 PROBLEM STATEMENT

Dinar and dirham have been used as medium of exchange long before Islam
introduced them to the world (Vadillo, 2008). Umar lbrahim Vadillo originally
proposed the sharia® currency in the year 1991 in which afer that the Murabitun
World Movement shared out the use of dinar and dirham among 22 countries,
including Malaysia and Indonesia. Today, there are smalls local consumers in
Malaysia and Indonesia that use dinar and dirham for several purposes such as for
investment, savings, electronic payment system, gift, charity, hajj'® as well as paying
zakat' and mahar'?.

The growth of dinar and dirham adoption in some countries such as Malaysia,
Indonesia, United Kingdom and South Africa is seen as a positive development
towards acceptation of dinar and dirham (Salmy Edawati, Mohd Al Adib, Mohd Izhar
Arif, & Mohamad Zulfazdlee, 2011). Some communities prefer to use dinar and
dirham for investments and savings; this is however unique for people who favourably
choose dinar and dirham only, not to the majority of people. The slow adoption
process of dinar and dirham among others is contributed by the questionable
legalization due to which in this modern era people commonly use paper money as the
medium of exchange (Meera & Larbani, 2009). In Malaysia, the usage of dinar and
dirham as medium of exchange is not legal as stated in the Central Bank of Malaysia
Act 2009 (Part VI1II- currency) about the unit of currency and legal tender of currency

notes (Hisham, 2010). However, the usage of dinar and dirham as medium of

® Islamic canonical law based on the teachings of the Qur’an and the traditions of the Prophet (Hadith
and Sunna), prescribing both religious and secular duties and sometimes retributive penalties for
lawbreaking.

1 The Muslim pilgrimage to Mecca that takes place in the last month of the Muslim year, expected
once of all Muslims.

1 Obligatory payment made annually under Islamic law on certain kinds of property and used for
charitable and religious purposes.

12 The gift that must be given by the husband to the wife at the time of marriage.



exchange is not prevented though the user’s risks are not guaranteed by the
government. Thus, the legal issue of dinar and dirham usage might affect customers’
intention to use dinar and dirham as medium of exchange.

Despite the legalisation issue, Kelantan state government in Malaysia
published gold dinar and silver dirham to the public to be used as medium of
exchange as long as buyers and sellers agree on the notion (New Strait Times, 2010).
In contrast, in Indonesia, no state has published the use of dinar and dirham. However,
Malaysia and Indonesia currently have some communities or agencies called wakala
that demonstrate the benefits of using dinar and dirham as alternative currency
exchanges. The development on the usage of dinar and dirham in Malaysia,
particularly in Kuala Lumpur, is contributed by two organisations, i.e. Kelantan
Golden Trade that has representatives in several states and Dinar Dirham ORG that
distributes dinar and dirham actively. The role of these two organisations is the same
as Wakala Induk Nusantara that distributes dinar and dirham in some provinces of
Indonesia. In general, there are also similarities in the strategy to spread dinar and
dirham in both countries. For example, while Dinar Dirham ORG is currently trying to
introduce dinar and dirham in some wet markets in Kuala Lumpur, there is also
market that is purposely prepared to introduce, distribute and spread the knowledge
about dinar and dirham in some provinces of Indonesia.

Contributing further to the need of using dinar and dirham, currency
fluctuation has become a serious problem nowadays since it affects the national
economy. In order to overcome this situation, some people are currently looking for a
commodity as an alternative currency. Gold dinar and silver dirham are aimed for use,
since they have been recommended by some economic experts, according to whom

gold and silver are known as commodity that fluctuate less (Rosly & Barakat, 2002;



Abu Bakar, Nuradli Ridzwan Shah, & Norhayati, 2002; Haneef & Barakat, 2006;
Hasan, 2008).

Therefore, based on all these matters, the extension of using dinar and dirham
has become the subject of interest in this study. It involves how local community
intends to use dinar and dirham in transactions as this system is capably used in the
state of Kelantan, Malaysia. Thus, it is interesting to investigate how the Kelantanese
community is able to adopt and use dinar and dirham compared to the conventional
money. By looking into the growth of the communities that are using dinar and
dirham in Malaysia and Indonesia, it is therefore interesting to understand this sector

and compare consumers’ intention in using them in each country.

1.4  OBJECTIVES AND RESEARCH QUESTIONS
The objectives of this study are:
1. To identify the factors that influence consumers’ intention to use dinar and
dirham in Malaysia and Indonesia.
2. To investigate the differences in factors that influence customers’ intention
to use dinar and dirham between Malaysian and Indonesian consumers.
3. To determine the most influential factor(s) that affect consumers’ intention
to use dinar and dirham in Malaysia and Indonesia.
In relation to the above-mentioned objectives, the research questions are as follows:
1. What are the factors that influence consumers’ intention to use dinar and
dirham in Malaysia and Indonesia?
2. Are there any differences in factors that influence consumers’ intention to

use dinar and dirham between Malaysian and Indonesian consumers?



3. What is/are the most influential factor(s) that affect consumers’ intention to

use dinar and dirham in Malaysia and Indonesia?

1.5 SIGNIFICANCE OF THE STUDY

Significantly, this research has been conducted to understand the consumers’ intention
to use dinar and dirham in Malaysia and Indonesia. It also focuses on the usage of
dinar and dirham that has been reintroduced and implemented as medium of exchange
by some communities in Malaysia and Indonesia. Dinar and dirham were
reintroduced in Malaysia and Indonesia in 1992 by Umar lbrahim Vadillo (Saidi,
2011). But only a few studies have been conducted on dinar and dirham, which are
mostly related to the history (Salmy Edawati, 2009) and the economy (Lee, 2011;
Hasan, 2008).

This research would be able to fill the gap in the existing body of knowledge
related to dinar and dirham in Malaysia and Indonesia by focussing on the customers’
intention. Contribution to the knowledge is achieved by adapting the Theory of
Reasoned Action (TRA) and by adding a new variable called religiosity to measure
customers’ intention to use dinar and dirham.

There is also contribution in the managerial perspective of this study that
would provide further knowledge to the Muslim world regarding the distribution of
dinar and dirham. It is supposed to help wakala'®and organizations that distribute
dinar and dirham in Malaysia and Indonesia to find strategies to promote them by
knowing the factors that possibly influence the customers. It would also help wakala
and traders to disseminate the relevancy and benefits of using dinar and dirham as

well as to encourage more consumers and traders to participate in the exchange of

3 An agency or delegated authority that organizations appoints the agent to carry out a specific job on
behalf of the organizations where in this context is to distribute dinar and dirham



dinar and dirham. Other than that, it can help the governments of Malaysia and
Indonesia to have more knowledge in the usage of dinar and dirham that could
possibly be used as alternative currency to overcome currency fluctuation.

Therefore, it is important to conduct this research because of the contributions
in the above-mentioned area. It would also furnish further knowledge of the factors

that influence consumers’ intention to use dinar and dirham.

1.6 DEFINITION OF TERMS

In this section, the key terms used in this study are presented below:

1.6.1 Customers’ intention
This study defines customers’ intention to use dinar and dirham as the action taken
after consumers are aware of their existence; by seeing and touching the commodities

as well as by gaining knowledge about the advantages of their usage.

1.6.2 Dinar
Dinar is a gold coin that is made of 97.1% pure gold and weighs 4.25 grams with a

diameter of 21mm.

1.6.3 Dirham

Dirham is a silver coin that is made of 99% pure silver and weighs 2.975 grams with a

diameter of 22mm.
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