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Abstract

The F&B restaurant service industry is one contributor to Malaysia’s
halal business. There are three research objectives in this study, mainly
to examine the level of financial performance among F&B restaurant
services in Batu Pahat. Secondly, examine the level of halal practices
among F&B restaurant services in Batu Pahat. Lastly, examine the
relationship between halal practices and financial performance among
F&B restaurant services in Batu Pahat. However, many industries
focused less on their organisations’ financial success and focused more
on their operational procedures. Also, there are industries that did not
receive a halal certificate due to being unable to achieve an effective
performance management standard. Next, difficulty with the
certification management procedure due to ineffective communication
at the managerial level. The researcher conducted a quantitative
research approach by using a questionnaire to collect data. The study
response rate is 99.38% of 160 respondents through a questionnaire
using two data sets, which were analysed using SPSS software. The
result showed a weak negative relationship (r=-0.112). The findings
revealed that the mean score of the very highly correlated analysis
indicated a negative relationship between two independent variables,
which are Halal and Thoiyyib and IHC, while the staff showed a weak
relationship with the financial performance among the F&B service
industry in Batu Pahat. The results of this study can also be used by
policymakers and regulatory bodies to assess the effectiveness of Halal
certifications and standards, providing guidance for enhancing the
regulatory environment in the F&B industry.

1. Introduction

According to halal Sharia legislation, halal means permitted, approved, sanctioned, or legitimate, which means the
halal cuisine is defined by the legislation. On the other hand, haram denotes something prohibited or illegal to
consume, which are items classified as haram that should not be eaten. The argument over what constitutes
haram, and halal is seen by Muslims as a foundation for comprehending and implementing Islam. A Muslim must
avoid suspicious situations in order to determine their position in line with Islamic law (syubuhat). Furthermore,
the worldwide food and beverage (F&B) industry has seen considerable movement towards ethical,
environmentally friendly, and culturally sensitive business practices. Halal procedures have gained popularity not
only in Muslim-majority nations but also in areas with growing Muslim populations and rising demand for Halal-
certified products (Nisa, 2024). Halal practices are more than just religious conformity; they also signify a
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dedication to cleanliness, quality, and ethical standards in production and service. This has positioned Halal
practices as a strategic option for firms looking to expand their market and create consumer trust. In this case, the
industry that adopted Halal practices typically pursues Halal certification as a formal recognition of their
compliance with Halal standards (Ahmed, 2022). Furthermore, with halal certification, companies may enter
these markets with their products and satisfy local customers. It’s essential to keep in mind that halal certification
encompasses more than just breaking into marketplaces in nations where Muslims predominate and Muslim
customers can be found anywhere, including in Western countries.

Halal certification has risen to the forefront as customers worldwide become more educated, health-
conscious and demanding. It has been a strategic technique employed by many businesses to sustain consumer
demand and differentiate themselves from the competition. In order to support continual improvements in
company performance, these F&B service industries use several programs to assist them in achieving their
objectives. It shows that the Halal sector is a massive and fast-developing market area and represents a new force
in market organisation and identification. This reflects that Halal food is becoming an increasingly important
element of consumers’ diets, and it has grown into a multibillion-dollar worldwide sector including multinational
corporations that have aggressively extended their halal-certified productlines (Salindal et al., 2018). The findings
from this research will provide halal-registered and soon-to-be-registered enterprises with a broader and more
realistic understanding of what to anticipate from halal certification.

Research on sustainability reporting and halal certification is still not given much attention in the modern day.
In recent years, most businesses throughout the world have focused less on their organisations’ financial success
and have focused more on how their operational procedures impact social concerns and the environment
(Arieftiara et al., 2022). The firm is eager to maintain the halal label, which recognises nutritious and halal
products, because the consumer is only interested in the halal label. According to Rakhmatyar (2022), the survey
found that SMEs with halal certification had a 12% larger profit margin than those without certification. This
finding reveals that Halal certification has a positive impact on business performance; however, many F&B
services do not pay attention to the benefits of implementing Halal due to a lack of knowledge and awareness
(Baharuddin et al,, 2015).

Furthermore, the F&B service industry must ensure that Halal status is always maintainable at organisational
levels. Obtaining and keeping halal certification in the food and beverage service sector poses numerous obstacles.
However, there are industries that did not receive a halal certificate due to being unable to achieve an effective
performance management halal standard (Othman et al, 2019). This is because sustaining elevated levels of
cleanliness, quality, and ethical conduct demands persistent dedication and allocation of resources. Moreover,
enterprises face the intricate task of reapplying for certification, a process known for its time-consuming nature
and complexity. For instance, in 2012, 3,828 Malaysian Halal Certificate (SPHM) applications were successfully
processed out of 4,396 submitted nationwide. This shows that 12.92% F&B businesses are still unable to achieve
the halal standard.

According to Muhammad et al. (2020), the establishment of effective communication channels between Halal
Auditors and Halal Executives is crucial yet often problematic, adding another layer of difficulty to the certification
management procedure. These dynamic underscores the multifaceted nature of maintaining halal certification
within the industry. This indicator represents the halal practices consisting of Halal and Thoyyib, internal halal
process and staff as the predictor of financial performance. According to Muhammad et al. (2020), internal factors
emerge within the organisation, while external factors come from outside it. These challenges impact halal food
management systems like those in the Halal Assurance System (HAS), guiding industries on effective
implementation and control of halal purity. This system covers product recall procedures, traceability
documentation, and a filing system for halal applications.

The third matter relates to numerous cultural contexts and ways of interpreting religious doctrine that have
produced a complex picture of what is considered "Halal". Consistent adherence to halal dietary practices is
essential. According to Othman et al. (2019), Halal certification allows non-compliant companies to reapply once
they meet the certification body's requirements. The certifying authority will use existing measures to act against
irresponsible companies, even if they have already received certificates. This study shows that Halal certification
significantly impacts financial performance since Halal is one of the indicators of consistent adherence to Halal
dietary practices, especially in Halal F&B service industries.

2. Literature Review

2.1Financial Performance

According to Kenton (2023), financial performance measures an organisation's capacity to earn revenue from its
assets, and the process is crucial for an organisation's long-term success. We can determine that to assess financial
success; one must examine the process to see if the actual results match the desired results. The debt-to-equity
ratio, inventory turnover, accounts payable and receivable turnover, return on equity, working capital,
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operational cash flow, and finance’s KPI are just a few of the many indicators (Mohsin et al., 2020). As an example,
an illustration of financial performance might involve a retail business that boosts its sales income by 20%
compared to the prior year. According to Azmi (2024), investing in halal certification may result in large financial
rewards, as demonstrated by firms that have already boosted sales and market share through certification.

According to Madun et al. (2022), the service industry might enhance how happy their customers are, making
them more satisfied with their purchases and the service they receive from Halal F&B because of the compliance
with halal practices. Evaluating prior performance is an important part of any business plan. Companies can
acquire significant insights into future plans and drive success by analysing past triumphs and mistakes (Capital,
2024). It enables firms to determine what went well, what did not achieve, and what can be modified for better
outcomes.

2.2 Halal Practices

GSCM procedures may be characterised as a method of dealing with business challenges within an alliance.
Organisational learning and risk acceptance may be essential collaborative aspects for the effective adoption of
environmental practices (Santos et al., 2019). Green activities that begin with design, procurement, manufacture,
and distribution and conclude with product recovery can be classified as GSCM practices, with the purpose of
reducing, reusing, and recycling resources to mitigate environmental impacts (Habib et al., 2021). GSCM practices
have an impact on customer cooperation, supplier collaboration, and monitoring. Suppliers and consumers,
according to stakeholder theory, both play an essential role, but coordination and collaboration among them will
eventually supplement the GSCM (Ahmed et al., 2020).

2.3 Halal and Thoiyyib

One concept that Muslims are encouraged to adhere to universally is the Islamic way of life, which encompasses a
comprehensive set of ethical, moral, and social guidelines derived from the Quran and Hadith. This holistic
approach influences all aspects of human existence, fostering positive impacts on personal development, social
relationships, and community well-being. According to Nafis (2019), a specific study requiring multidisciplinary
knowledge, such as knowledge in the domains of food, chemistry, biochemistry, industrial engineering, biology,
pharmacy, and comprehension of Sharia, is required to determine the halal and purity of the product. In the
economic sector, adherence to Islamic principles has led to significant growth in the halal food industry. This halal
industry not only ensures compliance with dietary laws but also emphasises cleanliness, safety, and ethical
treatment of animals, leading to higher quality standards that benefit consumers globally (Al-shami & Abdullah,
2021). The rapid expansion of the halal market illustrates how Islamic principles can drive economic
development, create job opportunities, and encourage cross-cultural trade and understanding. As the demand for
halal products increases, businesses worldwide are recognising the economic potential and are striving to meet
these standards, further integrating Islamic values into global commerce. The concept of Halal and Thoyyiban
consists of six indicators, which will be explained in the next section.

2.3.1 Raw Materials

Raw materials are used as the primary basis for determining Halal and Thoyyib in determining Halal compliance
(Othman et al., 2019). Users and consumers were forced to choose to buy halal items due to standards in the halal
process. According to Nuratifah et al. (2019), to ensure that the halal status assurance is more dependable and
can be maintained, it is crucial that the processing of halal food production be managed in accordance with the
guidelines in the standard.

2.3.2 Storage

Aside from raw material, storage is one of the essential elements of Halal Logistics. In logistics, items typically
spend more time in storage than in transit and during the transformation process. Therefore, this is a crucial point
to make when discussing Halal compliance for warehousing and storage. According to Hafizan and Sunitawati
Karim (2021), the storage situation becomes challenging to the halal warehouse operations as the operation
process between a Halal warehouse and a conventional warehouse is quite similar and more or less the same
process as receiving, put away, storage, cross-docking, order picking and shipping.

2.3.3 Equipment and Hardware

Equipment and hardware used in halal production must meet certain requirements, including materials,
production process and inspection and maintenance (MKT, 2024). Firstly, the materials used to make food contact
equipment must be halal, meaning they cannot contain any Haram ingredients such as pork fat or leftovers from
animals that were not killed in accordance with Islamic rituals. Secondly, there must be no touch or cross-
contamination with prohibited material throughout the tool’s manufacturing process (Halal Foundation Editorial
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Team, 2025). Means that to retain their purity and adhere to Halal standards, tools need to be inspected and
maintained on a regular basis.

2.3.4 Packaging, Labelling and Advertising

Throughout the supply chain processes, packaging is crucial to the containment, safeguarding, and preservation
of goods. It is anticipated that the packaging for a product with halal certification will safeguard and maintain its
halal integrity until it is delivered to the customer (Bujang & Bakar, 2023). This is because the transparency with
regard to ingredients, production processes, and pertinent certification emblems and symbols is further ensured
by halal packaging and labels. According to Islamic Services of America (2024), customers are further reassured
by it that whether product complies with halal values by viewing the quality of the product as being reflected in
the packaging. According to the research, Halal advertising, often known as Islamic marketing, is a concept based
on the belief that Islam influences Muslim consumer choices (Suleiman, 2021).

2.3.5 Transportation and Distribution

During transportation operations, there is a chance of cross-contamination between Halal and Non-Halal
materials. According to Hafizan and Sunitawati Karim (2021), there is a risk that the credibility of Halal will be
weakened by the sharing of containers, low visibility of the inventory in which containers are in transit, the history
of immediate manufacturers, the history of immediate operation, and the division of space in the same containers
between Halal and non-Halal goods.

2.3.6 Staff

According to Xiang (2024), all enterprises, including snack companies, cosmetic brands, and food and beverage
establishments, must have at least one Malaysian Muslim employee to qualify for halal certification, while
medium-sized to large businesses must employ two or more Malaysian Muslims. Depending on the size, category,
and function of the company, a minimum number of Malaysian Muslims must be employed there in the Halal F&B
service industry. The obligation of management to expose staff members to any legally permissible training is also
stated in the Manual Procedure for Malaysia Halal Certification (Third Revision) 2014.

2.3.7 Internal Halal Control

In the Third Revision of the Manual Process for Malaysia Halal Certification (2013), each member of the Committee
on Internal Halal appointed is responsible for creating a special file that is signed as proof of conformity to
requirements and implementation of the Halal Assurance Management System, according to the guidelines for the
system's implementation of the Malaysia Halal Certification 2013. It includes a list of halal threats and halal
essential parameters of the point, the manual halal assurance system, the role and responsibilities of the internal
halal committee and the staff responsible for the critical point halal, the minutes of the halal audit committee
meetings, and guidelines for monitoring practices and corrective measures (Othman et al., 2019). For review and
audit reasons, all records must be retained for a minimum of a year and must continue to be readable,
recognisable, and retrievable.

2.3.8 Staffing

According to Xiang (2024), all enterprises, including snack companies, cosmetic brands, and food and beverage
establishments, must have at least one Malaysian Muslim employee to qualify for halal certification, while two
Malaysian Muslims must be employed by medium-sized to big businesses. Depending on the size, category, and
function of the company, a minimum number of Malaysian Muslims must be employed there in the Halal F&B
service industry. The obligation of management to expose staff members to any legally permissible training is also
stated in the Manual Procedure for Malaysia Halal Certification (Third Revision) 2014.

2.4 Halal Food and Beverage Service Industry

The Department of Islamic Development Malaysia, commonly known as JAKIM, functions as a governmental
agency at the federal level in Malaysia. It is tasked with the crucial responsibility of issuing halal certifications for
the food and beverage sectors within the country. Government programs encouraging environmental
responsibility and sustainability are what are propelling the use of Halal food and beverage solutions (Azmi,
2024a). These initiatives often emphasise ethical sourcing, sustainable farming practices, and environmentally
friendly production methods, which align closely with Halal principles. Furthermore, F&B companies in Malaysia
can get a competitive advantage by obtaining a halal certification, which allows them to access a wider consumer
base, establish credibility, and improve their market standing (Qashierbrenda, 2023). It shows that Halal
Certification is a mark of quality and adherence to stringent standards, which can enhance the reputation of a
company and differentiate it from competitors.
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Furthermore, Ali (2024) describes halal food as items that align with Islamic dietary laws, meaning they are
permissible under Sharia. This involves meeting certain criteria, including no pork or alcohol, proper meat
slaughtering methods, and ensuring there's no contamination with non-halal substances. According to Basir
(2024), the Halal Beverages Service Industry is responsible for offering drinks that follow Islamic dietary laws. In
Malaysia, the Halal Beverages Service Industry is mainly supervised by government agencies. One important
agency is the Department of Islamic Development Malaysia (JAKIM). They give out halal certification to food and
beverage places. JAKIM also makes rules and checks that businesses follow them. Their job is to make sure
everything meets Islamic dietary laws.

2.5 Relationship between Halal Practices and Financial Performance in the Food and
Beverage Service Industry

The relationship between Halal practices and financial performance in the food and beverages (F&B) service
industry has been increasingly recognised as pivotal in recent years. Implementing Halal practices can
significantly enhance various performance metrics, including market expansion, customer satisfaction,
operational efficiency, and brand reputation. Studies have shown that Halal practice allows F&B companies to
access a larger market, including the global Muslim population, thereby increasing sales and market share (Nor et
al., 2023). This quick rise has established the halal industry as a promising sector with substantial worldwide
economic potential. Interestingly, the business has expanded outside its typical Muslim consumer base to attract
non-Muslims as well.

Furthermore, Halal practices, which emphasise quality control and ethical practices, lead to higher customer
satisfaction and loyalty, as consumers tend to prefer products that align with their religious and ethical beliefs
(Abdul & Ahmad, 2013). Operationally, adherence to Halal guidelines often necessitates stringent quality
management systems, which can improve overall efficiency and reduce wastage (Zailani et al,, 2019). Additionally,
companies with Halal certification are perceived as more credible and trustworthy, enhancing their brand
reputation and competitive advantage in the marketplace. According to Hussaini (2024), we can determine that a
product with no halal certification will miss out on a critical marketing asset that resonates with a big audience.
These factors contribute to improved organisational performance, illustrating the strategic importance of Halal
practices in the F&B industry.

Furthermore, a study by Zailani et al. (2019) among halal food firms found that halal practices, which
included halal materials, storage, and transportation, have a significant relationship with financial performance.
Additionally, companies with Halal certification are perceived as more credible and trustworthy, enhancing their
brand reputation and competitive advantage in the marketplace. In addition, a study conducted by Zailani et al.
(2019) also discussed that Halal staffing has no impact on halal firms' financial performance due to the cost of
contributing Islamic knowledge towards their workers. Another study shows a contrast between Halal practices
and financial performance. A company’s length does not guarantee that it will perform better than a more recent
one in terms of profitability because it can adjust to shifting risk and economic conditions. In this research, we can
determine that the company’s financial performance will suffer due to the high maintenance costs for its large
assets and the wide range of businesses it engages in, and the company’s profit does not grow at a pace that
matches the growth of its assets.

2.6 Research Framework

Based on the empirical studies that discussed in the previous sub-section, the research framework of the study is
shown in Fig. 1. Fig. 1 shows the independent variables, which are Halal requirement practices, namely Halal and
Thoiyyib, internal halal process and staff, and the research framework also shows the dependent variable in this
study, which is financial performance.

Halal Requirement Practices
e Halal and Thoiyyib -
e Internal Halal Process

o  Staff

Financial
Performance

Fig. 1 Research framework

3. Research Methodology
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3.1Research Design

Research design is the framework of research methods and techniques a researcher uses to undertake a study. All
the data is collected to answer research questions and achieve the objective of the study. The reliable research
design aims to report findings based on the study’s relationships. To analyse this study, the researcher has selected
a quantitative method to analyse appropriate data. This is because the information from conducting a
questionnaire can be quantified efficiently to get proper answers to the needs of the study. According to Stevens
(2023), quantitative data is distinguished by its standardised nature, making it suitable for analytical analysis and
interpretation. The researcher chose this research design because it allows him to analyse the intention to practice
halal in the F&B service industry using quantitative methods. To achieve the study's purpose, data collected from
respondents in the F&B service industry in Batu Pahat were analysed using SPSS software. Demographics were
evaluated nominally and scaled, while independent and dependent variables were assessed using a 5-point Likert
Scale.

3.2 Research Population

The target population is the group of individuals or items used to collect information for a research objective. This
allows researchers to reach reliable conclusions. The researcher has meticulously identified the F&B Service
Industry in Batu Pahat as a pivotal target population for this study. From the Halal Malaysia Official Portal, the
researcher has identified that the population of the F&B service industry that has the halal certificate in Batu Pahat
is 278. In this research, the researcher selected a sample size of 160 respondents to answer the questionnaire,
especially in the F&B service industry in Batu Pahat. Self-administered questionnaires were distributed through
Google Forms to reach a larger audience. Also, the researcher went to a walk-in survey to achieve this purposeful
approach, which allows the researcher to acquire thorough insight into the ideas and viewpoints of a certain
demographic group in the region.

3.3 Sampling Size and Sampling Method

In the sampling method, the researcher chooses probability sampling. The probability of sampling was used to
find the likelihood that each given example will be chosen from the target population is predictable and typically
equal for every case. This implies that the researcher can accomplish goals and get answers to research questions
that demand statistical estimation of the target population's characteristics from the sample. The most typical use
of probability sampling in research is in survey approaches, where the goal is to accomplish research objectives
and answer research questions by drawing statistical conclusions about the population from the sample (Price et
al, 2015). In the probability sampling method, the researcher has identified that simple random sampling is the
purest and most straightforward probability sampling strategy. The sample of this study is identified based on the
Krejcie and Morgan Table (1970). Based on the table with a sample size of 278, the respondents needed is 159.

3.4 Research Instruments

In this study, the researcher used a quantitative survey approach by gathering data from participants using a self-
administered questionnaire. The English and Malay version of this questionnaire was created. There are three
parts in a separate questionnaire, which are Part A, Part B and Part C. Part A consists of the respondent's
demographic profile. Part B aims to assess the intention of halal practices on the F&B service industry. Lastly, Part
C aimed to assess the financial performance of the F&B service industry. On Part A, the respondents only had to
choose one answer which the most likely about their demographic profile. Meanwhile, on Parts B and C, the
respondent must choose the most accurate answer using the Likert scale provided for each corresponding
statement. The Likert scale allows respondents to indicate their degree of agreement or disagreement with
questions, ranging from 1 (strongly disagree) to 5 (strongly agree). According to the research, each point on the
scale denotes a level of agreement or disagreement, providing more information than a simple yes or no question
(Geeks, 2024).

3.5Pilot Study

A pilot study is a preliminary investigation conducted on a small scale before the main research project to assess
its feasibility and refine research methods and procedures. According to Malmqvist et al. (2019), a pilot study
helps researchers identify potential challenges, test the effectiveness of data collection instruments, and ensure
the practicality of their research approach. Before launching the main study, the researcher conducted a pilot
study involving 30 respondents who were selected by the researcher, and they were invited to participate in the
questionnaire analysis. To reach potential participants, the researcher distributed questionnaires through Google

3.6 Data Collection
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Batu Pahat's selection as the focal point for this research is justified by its vibrant F&B halal service industry scene
and practical organisation. In this section, the collection of data consists of one type of data collection, which is
primary data. A researcher chooses to conduct a questionnaire to collect data because it is a versatile and efficient
tool for gathering large amounts of data from an F&B service industry population within a relatively short period.
Questionnaires enable the collection of standardised information, allowing for easy comparison and statistical
analysis according to halal practices on financial performance.

Primary data is original and collected directly from the source, ensuring its relevance and accuracy for the
study. In this research, the researcher employed a questionnaire survey approach for descriptive research to
collect primary data. Thus, a self-administered questionnaire was used to get primary data. A set of online surveys
and a walk-in survey were conducted using Google Forms and have been sent to participants via internet channels
such as Gmail and WhatsApp and went to a walk-in survey. The pilot study collected data in four weeks; however,
the actual study took one month owing to the large number of respondents. Questionnaire surveys are one of the
most common methods for gathering primary data. This data is frequently contrasted with secondary data, which
has previously been acquired and evaluated for another reason.

3.7 Data Analysis

This systematic arrangement of data is crucial for interpreting the information accurately and gaining insights
into the research question. According to the research by Alem (2020), we can determine that a practical way to
define data is that it is numbers, letters, photos or another technique of recording, in a form that can be analysed
to make a conclusion or decision regarding a certain activity. The researcher analysed data using both descriptive
and inferential methods. The first and second research objectives should use descriptive analysis to assess the
level of financial performance and the level of Halal practices among F&B restaurant services in Batu Pahat.
Meanwhile, the correlation analysis can be applied to identify the relationship between Halal practices and
financial performance among the F&B service industry in Batu Pahat. These analyses help to simplify the analytical
process and efficiently communicate results. All statistical studies, including descriptive analysis, reliability
analysis, normality testing and correlation analysis, were conducted using Statistical Package for the Social
Sciences (SPSS) version 26 as a popular software program for social science data analysis.

3.7.1 Reliability Analysis

In this analysis, the researcher examined the characteristics of measuring scales and the components that make
them up through reliability analysis. In addition to calculating a variety of widely used scale reliability metrics, the
reliability analysis process offers details on the connections between the scale's constituent elements. Cronbach’s
alpha is a measure of internal consistency or how closely linked a collection of elements is as a group. According
to the researcher, UCLA (2021), we can determine that Cronbach’s alpha is thought to be a measure of scale
reliability to be applied to the pilot test and the actual study.

3.7.2 Descriptive Analysis

The data gathered from the survey in this study were analysed using SPSS version 26. Advanced statistical
analysis, a large library of machine learning algorithms, text analysis, open-source extensibility, big data
integration, and simple application integration are all features of the SPSS software platform. Users of various skill
levels may utilise SPSS due to its scalability, flexibility, and ease of use.

3.7.3 Normality Test

Before performing the correlation analysis, the normality test becomes a critical step in determining whether the
data set fits the normal distribution model and calculates how the variables in the data set are normally
distributed. The normality test is designed to determine the distribution of data in the variable that will be used
in research (Test, 2018). Since these studies with sample sizes greater than 50, the study will use Kolmogorov-
Smirnov to determine the normality of the data. The researcher can observe whether the data is normally or non-
normally distributed. The Kolmogorov-Smirnov normality test in SPSS can be used to determine whether the
study data is normally distributed, and the researcher can observe whether the data is normally or non-normally
distributed. If the p-value > 0.05, the data is normally distributed; if the p-value < 0.05, the data is not normally
distributed.

3.7.4 Correlation Analysis

The Spearman's Rho coefficient, or Spearman's rank correlation coefficient, measures the strength and direction
of the association between two ranked variables. The Spearman rank-order correlation coefficient (Spearman’s
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correlation, for short) is a nonparametric measure of the strength and direction of association that exists between
two variables measured on at least an ordinal scale (Laerd Statistics, 2018). It is a non-parametric measure,
meaning it does not assume a normal distribution of the data. The coefficient values range from -1 to 1, where +1
indicates a perfect positive correlation, -1 indicates a perfect negative correlation, and 0 indicates no correlation.
The closer the coefficient is to #1, the stronger the relationship between the variables.

4. Data Analysis and Findings

4.1Survey Return Rate

Table 1 presents the results of the questionnaire along with the data analysis. The study is based on the responses
gathered from the 159 respondents. The aim of the data analysis is to address the research questions and meet
the research objectives. 4.1 Response Rate Table 1 shows that the target of this survey is the F&B service industry
located in Batu Pahat. From the Halal Malaysia Official Portal, the researcher has identified that there are 278
restaurants that have the halal certificate in Batu Pahat. The questionnaire was distributed to 160 restaurants.
Subsequently, 159 questionnaires were answered, resulting in an approximate response rate of 99.38%.

Table 1 The response rate of data for the F&B service industry

Population Sample Distributed Response Response Rate
278 159 160 159 99.38%

4.2 Reliability and Validity Analysis of Pilot Study

To measure reliability and consistency, Cronbach's alpha was used to assess the set of survey items. Both the pilot
study and the main study were thoroughly tested to ensure the robustness of the findings. In this pilot test, the
researcher has chosen 30 respondents to participate in the pilot test. A total of 30 items were measured, with 26
items for the independent variables (halal practices) and 4 items for the dependent variables (financial
performance). Table 4.2 shows that the value of Cronbach’s Alpha (a) for the pilot test of 30 respondents, the
items for HP showed an alpha value of 0.891. Table 2 shows that the items to measure HP have good reliability.
Cronbach’s Alpha value for all items in the independent variable reveals good and questionable results. Halal and
Thoiyyib Cronbach’s Alpha reveal a good value of HP is 0.866, while IHC shows questionable value with 0.686, and
staff reveals a good Cronbach’s alpha, which is 0.804. Furthermore, for the dependent variable, 4 items for used
to measure the financial performance. Based on the result, the Alpha value is 0.965, which shows that the items to
measure the financial performance have excellent reliability.

Table 2 Reliability test for pilot test

No. of Respondents No. of Items Variables Cronbach’s Alpha («) Result

26 Halal Practices 0.891 Good

15 Halal and Thoiyyib 0.866 Good
Internal Halal .

30 3 Process 0.686 Questionable

8 Staffing 0.804 Good

4 Financial 0.965 Excellent
Performance

4.3 Reliability and Validity of the Actual Study

Table 3 reveals a good Cronbach’s Alpha (a) value of 0.860 for halal practices, with a Cronbach’s Alpha value for
Halal and Thoiyyib of 0.872. Meanwhile, IHC reveal an acceptable result with a value of 0.705, while staffing
reveals a questionable result with a value of 0.646 and also a good reliability score of 0.894 for financial
performance. These findings highlight the questionnaire's strong reliability in this study, indicating its suitability
for use.

Table 3 Reliability test for the actual study

No. of Respondents No. of Items Variables Cronbach’s Alpha («) Result
159 26 Halal Practices 0.860 Good
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15 Halal and Thoiyyib 0.872 Good

3 Internal Halal Process 0.705 Acceptable
Staffing 0.646 Questionable

4 Financial Performance 0.894 Good

4.4Demographic Analysis

The demographic data provides an overview of various classifications related to food preferences, operational
periods, workforce size, and respondents’ positions. Table 4 shows the summary of demographic profile analysis.
Regarding the types of food offered, Main Course dominates the selection with a significant 66.67%, followed by
Drinks at 14.47% and Desserts at 13.21%, while categories like Snacks, Bread or Wrap, and Sandwiches are
minimally represented, collectively accounting for less than 6%. In terms of operational longevity, a majority of
businesses (56.60%) have been in operation for more than 40 years, reflecting established enterprises. Those
operating for 1-10 years form 25.16%, while other intervals (11-40 years) collectively account for around
18.23%, indicating a lesser representation of mid-term businesses. When examining workforce size, the data
shows that businesses with 5-29 employees constitute the bulk at 75.47%, whereas smaller operations with less
than 5 employees account for 22.01%. Larger establishments with 30-74 employees are rare, making up just
2.52% of the sample. Lastly, respondents’ positions reveal that Supervisors dominate the roles, comprising
75.33%, highlighting their active involvement in the survey. Meanwhile, Managers and Owners represent 14%
and 7.55% respectively, with niche roles like Halal Executives (7.33%) and Kitchen Staff (1.33%) being less
common in this dataset.

Table 4 Summary of demographic analysis

Demographic Classification Frequency (N) Percentage (%)
Types of Food Main Course 106 66.67
Dessert 21 13.21
Drinks 23 14.47
Snacks 7 4.40
Bread or Wrap 1 0.63
Sandwich 1 0.63
Period of Time (Years) 1-10 40 25.16
11-20 13 8.18
21-30 11 6.91
31-40 5 3.14
More than 40 years 90 56.60
Number of Employees Less than 5 people 35 22.01
5 - 29 people 120 75.47
30 - 74 people 4 2.52
Respondents’ Position Owner 12 7.55
Manager 21 14
Halal Executive 11 7.33
Supervisor 113 75.33
Kitchen Staff 2 1.33

4.5Descriptive Analysis of Financial Performance

This section examines the level of financial performance among F&B restaurant services in Batu Pahat. Based on
a 5-point Likert scale used to measure all the items. In this study, where the criteria range from 1 (Strongly
disagree) to 5 (Strongly agree), the minimum to maximum value should range from 1 to 5. Table 5 shows the
recorded mean and standard deviation of financial performance. Overall, all the items indicate a high mean score
according to the central tendency level. The standard deviation ranges from 0.496 to 0.906 across the variables.
The highest mean score among the four items related to financial performance is 4.76, accompanied by a standard
deviation value of 0.496, which corresponds to the item “Improvement in its profit”. The overall mean score for
financial performance was recorded at 4.642, signifying a consistently high level, as supported by the standard
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deviation is 0.671. These findings indicate that the level of financial performance among F&B restaurant services
in Batu Pahat falls within the ‘very high level’ category.

Table 5 Descriptive analysis of financial performance

Item Financial Performance Mean Std. Deviation Level
My company has achieved significant achievements in  4.76 0.496 Very High
improvement in its profit

My company has achieved significant achievements in  4.58 0.732 Very High
improvement in the average return on investment (ROI)

My company has achieved significant achievements in reductionin  4.49 0.906 Very High
operational costs

My company has achieved significant achievements in  4.73 0.548 Very High

improvement in economic growth

4.6 Descriptive Analysis of Halal Practices

This section examines the level of halal practices among F&B restaurant services in Batu Pahat. Based on a 5-point
Likert scale used to measure all the items. In this study, where the criteria range from 1 (Strongly disagree) to 5
(Strongly agree), the minimum to maximum value should range from 1 to 5. From Tables 6, 7 and 8, each item was
indicated with high mean scores, and the standard deviation is in the range 0.079 to 0.191. Meanwhile, the highest
mean score among 26 items in halal practices is 4.99 with a standard deviation value of 0.112. The overall mean
score in halal practices in terms of halal and Thoiyyib was recorded at 4.980, where it remained at a high level
with a standard deviation of 0.084. Other than that, the second variable of halal practices is Internal Halal, which
recorded the total average score of 4.977 with a standard deviation of 0.119, where it remained at a high level.
Lastly, for the third variable, staff remained at a high level with a total average mean score of 4.985, and the
average score standard deviation is 0.065. These findings indicate that the level of halal practices among F&B
restaurant services in Batu Pahat falls within the ‘high level’ category.

Table 6 Descriptive analysis of halal practices for Halal and Thoiyyib

Item for Raw Materials Mean Std. Deviation Level
Our company will be ensuring that every raw material is halal, safe 4.97 0.157 Very High
and uncontaminated

Our company will make sure the original manufacturer of each raw 4.99 0.112 Very High
material that has a valid Halal Certificate from JAKIM

Our company will verify that raw materials that have undergone 4.97 0.175 Very High

additional processes (such as cutting, pre-mixing, repackaging) by
third parties including suppliers or intermediaries have valid halal

certification

Item for Storage Mean Std. Deviation Level
Our company will specialize storage for raw materials and halal 4.99 0.079 Very High
products only, including trade products

Our company will store all raw materials and products according to 4.98 0.136 Very High
the requirements of the nature of the material and product.

Our company will arrange all materials and products in an orderly 4.98 0.136 Very High
and well-regulated manner to facilitate cleaning activities.

Item for Equipment and Hardware Mean Std. Deviation Level
Our company will ensure that damaged or unused equipment and 4.97 0.157 Very High
tools are identified, removed or segregated.

Our company will determine that the equipment and tools used 4.99 0.112 Very High

must be appropriate and comply with applicable legal and

regulatory requirements.

Our company will be ensuring that the same process must be 4.99 0.112 Very High
carried out if equipment and utensils are contaminated

with Mughallazah impurity

Item for Packaging, Labelling and Advertising Mean Std. Deviation Level
Our company will be packaging and labelling materials are halal, do 4.97 0.157 Very High
not contaminate products and are safe for human consumption

Our company will be packaging, labelling and advertising must not 4.98 0.136 Very High

violate the principles of Islamic law, not highlight elements that are
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immoral and have negative implications for Malaysian Halal

Certification.

Packaging, labelling and advertising must always comply with 4.97 0.157 Very High
standards, laws and regulations enforced by relevant authorities

Item for Transportation Mean Std. Deviation Level
Our company will undertake transportation and distribution only 4.97 0.175 Very High
for the use of raw materials and halal products only

Our company will be adapting the transportation used according to 4.97 0.157 Very High

the requirements of the nature of raw materials and products
(nature of product)
Our company will transportation is always clean and in control 499 0.112 Very High

Table 7 Descriptive analysis of Halal Practices for Internal Halal Control

Item for Internal Halal Process Mean Std. Deviation Level

Our company will keep documents and records well and 497 0.175 Very High
updated and easy to refer to during auditing or
monitoring of Malaysian Halal Certification

Our company will provide halal related documents and 4.96 0.191 Very High
records during auditing or monitoring Malaysia Halal

Certification

Our company will retain documents and records for at 497 0.175 Very High

least three (3) years

Table 8 Descriptive analysis of Halal practices for staff

Item for Staff Mean Std. Deviation Level

Our company will make sure the number of Muslim 4.99 0.079 Very High
workers is sufficient according to the requirements of
the application category

Our company will make sure emphasizing that personal 498 0.136 Very High
hygiene should always be at a good level

Our company will make sure employee clothing is clean, 4.97 0.157 Very High
polite and appropriate.

Our company will make sure employees' personal 498 0.136 Very High

belongings, food and drinks should not be brought into

the processing area

Our company will make sure personal protective 498 0.136 Very High
equipment (personal protective equipment) that is

appropriate for the needs of workers, such as headgear

and gloves

Our company will make sure employees do not engage 4.96 0.191 Very High
in any actions, behaviors, or actions that may cause

contamination of materials and products such as

smoking or spitting

Our company will make sure appointment and 4.96 0.191 Very High
recruitment of employees shall comply with the

requirements of applicable laws and regulations

Our company will make sure employees practice the 4.98 0.136 Very High
code of ethics and Good Hygiene Practices (GHP) as

stipulated under the regulations of the relevant

authorities.

4.7 Normality Test

Studies with sample sizes greater than 50 will use Kolmogorov-Smirnov to determine the normality of the data.
The researcher can observe whether the data is normally or non-normally distributed. If the p-value > 0.05, the
data is normally distributed; if the p-value < 0.05, the data is not normally distributed. Based on Table 9, since the
data was not normally distributed, the best analysis to answer the research objectives is using the Spearman
correlation test to achieve research objective 3, which is to investigate the relationship between halal practices
and financial performance among the food and beverage service industry in Batu Pahat.
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Table 9 Result of normality test

Kolmogorov-Smirnov Statistic Shapiro-Wilk Statistic
Statistic df Sig. Statistic df Sig.
OM_FP 0.391 159 <0.001 0.654 159 <0.001

4.8 Correlation Analysis

Spearman's rank correlation analysis was chosen to examine the relationship between halal practices and
financial performance in the food and beverage service industry in Batu Pahat. As outlined by Dudovskiy (2018),
the Spearman rank correlation requires the data to be ranked, with the lowest value assigned a rank of 1. In cases
where data values are repeated, the ranks are averaged for those identical values. Table 10 presents the strength
of Spearman correlation coefficients, providing an analytical framework for interpreting the results obtained from
the respondents.

Table 10 Correlation analysis using Spearman’s Correlation test

Halal Financial
Practices Performance
Halal and Thoiyyib Correlation Coefficient 0.767 -0.140
Sig. (2 - tailed) <0.001 0.079
Independent Variable N ) o 159 159
Internal Halal Correlation Coefficient 0.532 -0.075
Control (IHCS) Sig. (2 - tailed) <0.001 0.350
Halal Practices N 159 159
Staff Correlation Coefficient 0.669 0.011
Sig. (2 - tailed) <0.001 0.892
N 159 159
Dependant Variable Financial Correlation Coefficient -0.112 1.000
Performance Sig. (2 - tailed) 0.161 .
N 159 159

Based on Table 10, the correlation between Halal Practices and Financial Performance is a weak negative
relationship with -0.112, as the p-value (1.000) exceeds the threshold for statistical significance. The correlation
coefficient shows that there is a weak and negative relationship between Halal practices and financial
performance in the food and beverage service industry in Batu Pahat. None of the Halal practices show a
statistically significant correlation with financial performance. From this analysis, we cannot conclude that Halal
practices (Halal and Thoiyyib, IHC or Staff) have no direct impact on financial performance.

5. Conclusion

The first research objective of this study is to examine the level of financial performance among the F&B service
industry in Batu Pahat. The second objective is to examine the level of halal practices among the F&B service
industry in Batu Pahat. The third research objective is to examine the relationship between halal practices and
organisational performance among the F&B service industry in Batu Pahat. Research objective one aims to
examine the level of financial performance among the F&B service industry in Batu Pahat. The overall mean value
of 4.64 and the standard deviation of 0.671 indicate that the F&B service industry in Batu Pahat has a high level of
intention to adopt halal practices. The finding of this study aligns with previous research conducted by Madun et.
al (2022), Azmi (2024), Kenton (2023), Mohsin et al. (2020), and Capital (2024). Azmi (2024) found that investing
in halal certification may result in large financial rewards, as demonstrated by firms that have already boosted
sales and market share through certification. Customers’ willingness to pay extra for certified items demonstrates
their high regard for halal standard and their faith in these products, all of which the F&B service business may
represent by undergoing the halal certification procedure. According to Verbeke et al. (2013b), halal consumers
are said to be prepared to spend an average of 13% for halal-certified items, which can dramatically increase
service industry margins.

The second objective in this study is to examine the level of Halal practices among the F&B service industry
in Batu Pahat. Azmi (2024) found that Halal practices have evolved throughout time to become an essential tool
for individuals in the hospitality and food and beverage (F&B) industries to grasp the concepts of halal food
preparation and service. Moreover, the Brooklyn Research and Publishing Institute (2019) found that the supply
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chain in global food and beverage production complicates halal food integrity, especially when suppliers or sub-
suppliers are situated in non-Muslim nations and halal drinks grow bigger than non-halal food and beverages. It
shows that offering halal-certified items demonstrates the F&B service industry brand’s inclusivity and tolerance
for other cultural and religious customs.

The third objective of this study aims to examine the relationship between Halal practices and financial
performance among the F&B service industry in Batu Pahat. By utilising Spearman’s Rho Correlation Analysis, the
correlation coefficient shows that there is a weak negative relationship between Halal practices and financial
performance in the food and beverage service industry in Batu Pahat, with a -0.112 value from the discussion in
the correlation analysis. This finding aligns with the research by Nainatul Farzuha Nor et al. (2023), which
suggests that implementing Halal practices can significantly enhance various performance metrics, including
market expansion, customer satisfaction, operational efficiency, and brand reputation. Studies have shown that
Halal practice allows F&B companies to access a larger market, including the global Muslim population, thereby
increasing sales and market share. Moreover, Halal practices, which prioritise quality control and ethical practices,
result in increased customer satisfaction and loyalty because consumers prefer items that reflect their religious
and ethical convictions (Abdul & Ahmad, 2013). Adherence to Halal rules frequently requires tight quality
management systems, which can enhance overall efficiency and reduce waste (Zailani et al, 2019). Furthermore,
organisations having Halal certification are viewed as more genuine and trustworthy, which boosts their brand
reputation and competitive advantage in the industry. In addition, a study conducted by Zailani et al. (2019) also
discussed that Halal staffing has no impact on halal firms' financial performance due to the cost of contributing
Islamic knowledge towards their workers. Another study shows a contrast relationship between Halal practices
and financial performance, conducted by Arieftiara, Nawir, and Arrafi Julianisa (2022), a company’s length does
not guarantee that it will perform better than a more recent one in terms of profitability because it can adjust to
shifting risk and economic conditions. In this research, we can determine that the company’s financial
performance will suffer due to the high maintenance costs for its large assets and the wide range of businesses it
engages in, and the company’s profit does not grow at a pace that matches the growth of its assets.

In a nutshell, three research objectives in this study have been successfully achieved. This study found that
the correlation analysis of two variables, which are Halal and Thoiyyib, and Internal Halal Control of Halal
practices, showed no relationship with financial performance. Meanwhile, there is only one variable shown to
have a weak relationship, which is staff. This study also examines the level of Halal practice intention in
interpreting the mean score, as well as correlation analysis to identify the strength of the relationship between
the independent variables and dependent variables. The result of this study can be used by businesses,
particularly those in the F&B service industry, to evaluate the potential impact of Halal practices on their financial
performance. While the study identified a weak or no significant relationship between Halal practices and
financial outcomes, it provides valuable insights for organisations to reflect on their current strategies and
consider other factors that might influence their financial success. Moreover, the findings highlight the importance
of continuously monitoring Halal practices and understanding consumer intentions, which can help businesses
improve their offerings and better align with market demands. The results of this study can also be used by
policymakers and regulatory bodies to assess the effectiveness of Halal certifications and standards, providing
guidance for enhancing the regulatory environment in the F&B industry. Additionally, the study offers a
foundation for future research that could explore the long-term impact of Halal practices across different sectors
and regions, as well as the potential benefits for SMEs that are still in the process of adopting such practices.
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