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The study aims to examine the moderating effect of government support
on the intention to adopt halal practice, which is influenced by the
following factors: religiosity, consumer demand, and expected revenue
in MSMEs. This study applied a quantitative approach involving
hypothesis testing. Data distribution using an online questionnaire by
researchers directly and in stages with the assistance of surveyors from
the cooperative office; the number of data that met the criteria was 194
MSME respondents in Malang City. This study employed SEM-PLS
analysis to examine the effect of government support as a moderating
factor on the intention to adopt halal practices. This study found that
government support does not moderate the intention in adopting halal
practices, which is influenced by the following factors: consumer
demand, and expected revenue. The findings of the direct influence that
religiosity, consumer demand, expected revenue and government
support affect the demand for adoption of halal practices.

Keyword : Government support, Small and medium enterprises,
Halal practices.

ABSTRAK

Tujuan penelitian untuk mengetahui peran moderasi dukungan
pemerintah terhadap niat mengadopsi praktik halal yang dipengaruhi
oleh faktor-faktor berikut: religiusitas, permintaan konsumen, dan
pendapatan yang diharapkan pada UMKM. Dalam penelitian ini
mengadopsi pendekatan kuantitatif dan uji hipotesis. Kemudian, data
dikumpulkan melalui kuesioner online yang dilakukan oleh peneliti
secara langsung dan bertahap dengan bantuan surveyor dari Dinas
Koperasi; jumlah data yang memenuhi kriteria adalah 194 responden
UMKM di Kota Malang. Untuk mengetahui pengaruh peran moderasi
dukungan pemerintah terhadap minat mengadopsi praktik halal,
penelitian ini menggunakan analisis SEM-PLS. Penelitian ini
menemukan bahwa dukungan pemerintah tidak memoderasi minat
UMKM dalam mengadopsi praktik halal, yang dipengaruhi oleh faktor-
faktor berikut: permintaan konsumen, dan pendapatan yang
diharapkan. Temuan pengaruh langsung bahwa religiusitas, permintaan
konsumen, pendapatan yang diharapkan dan dukungan pemerintah
mempengaruhi permintaan adopsi praktik halal.

Kata Kunci : Dukungan Pemerintah, UMKM, Praktik Halal
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Introduction

Consumer understanding to use halal products increases over time, which ultimately makes
MSMEs develop following consumer demand by implementing halal practices (Hakim,
2021), this brings a positive effect to MSMES, as adopting halal practices enhances their
performance (Salindal & Akmad, 2019). Consumers tend to prefer products with halal
certification as a guarantee of halalness (Muslichah et al., 2020). Halal practices are not
only about the halalness of the product but also about product quality and safety so they
can provide trust to consumers. Halal practices have been demonstrated to bring
advantages to consumers, regardless of whether they are Muslim or non-Muslim (Ambali &
Bakar, 2014). According to prior research findings, non-Muslim consumers show a
favorable attitude toward products with halal labeling (Aziz & Chok, 2013; Golnaz et al.,
2010). They argue that the halal logo on a product signifies that it is safe and hygienic (Rezai
etal., 2012).

Numerous studies have investigated the influence of adopting halal practices within the
operations of MSME entrepreneurs. According to research by Ab Talib et al. (2017), halal
certification influences business performance. Similarly, research by Santosa et al. (2022)
explains that implementing halal practices positively affects financial performance. Another
finding consistent with earlier research (Nordin et al., 2016) indicates that implementing
halal certification benefits companies by enhancing consumer satisfaction and improving
financial performance. Fitri et al., (2023) identified different research findings, concluding
that the implementation of halal practices did not significantly influence MSME performance
because they were carried out only to comply with government regulations that require food
and beverage products to be labeled halal, not based on the wishes of the business actors
themselves. Yusuf et al., (2016) stated that halal certification can increase sales in MSMEs
and expand market coverage.

Currently, the development of MSMEs in Malang City is approximately 8,000 MSME actors
(https://malangkota.go.id/umkm-kota-malang/). Not all MSMEs in Malang City have halal
certificates. The challenges faced by MSMEs in adopting halal practices are also still low
due to several obstacles that occur in the field related to regulations (Siaw & Rani, 2012),
including certification costs, complex halal certification procedures ( Maryati et al., 2016),
limited dissemination of cross-regional standards and limited human resource capabilities
(Prabowo et al., 2015).

Through the Cooperative Department and the Ministry of Religion, the government formed
a special task force to provide services and assistance to MSMEs related to halal services.
The government conducts socialization and supervision activities to ensure that products
distributed in the community, particularly in the Malang area, meet halal standards.

The greater the government's support, the more favourable business actors will be in
adopting Halal standards. Several researchers have identified factors that motivate
businesses to implement halal practices. Research from Anam et al., (2021) concluded that
religiosity shape the attitudes of entrepreneurs in managing their businesses. Silalahi et al.,
(2022a) argued that several factors, including religiosity, government support, consumer
demand, expectations of high profits and competitiveness, influence halal practices in
MSMEs. Furthermore, Margarena & lkhwan Setiawan, (2022) concluded that government
regulations could strengthen the relationship between perceived economic benefits and the
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intention to obtain halal certification among MSMEs. However, this study reveals that
government policies have not been able to maximize their efforts in encouraging MSME
entrepreneurs to certify their products. Customer pressure is an external pressure that may
influence the decision to adopt halal practices (Ngah et al., 2014).

Likewise, this study seeks to assess whether adopting halal practices can ensure improved
performance for MSMEs, thereby encouraging business owners to promptly pursue halal
certification. Therefore, government support plays an important role because government
policies will influence companies to have an interest in adopting halal practices. This study
specifically aims to analyze the influence of religiosity (RLG), consumer demand (COD),
and expected revenue (ERE) on the intention to adopt halal practices (IAH), with
government support (GSU) serving as a moderating variable for MSMEs in Malang City.
From this, the following hypothesis is formulated:

H1: RLG strongly and positively influences the IAH.

H2: COD strongly and positively influences the 1AH.

H3: ERE strongly and positively influences the IAH.

H4: GSU strongly and positively influences the IAH.

H5: The impact of COD on the I1AH is moderated by GSU.
H6: The impact of ERE on the IAH is moderated by GSU.
Method

This study applied a quantitative approach involving hypothesis testing. Data distribution
using an online questionnaire by researchers directly and in stages with the assistance of
surveyors from the cooperative office; the number of data that met the criteria was 194
MSMEs respondents in Malang. The selected respondents had the criteria of producing
products required to obtain the government's halal certification, such as food, beverage,
medicine, and cosmetic products. The research utilized structural equation modeling (SEM-
PLS) to evaluate the connections among the constructs."

Result and Discussion

This study involved a total of 194 respondents, all of whom produce items that necessitate
halal certification. The respondents mostly produce food and beverage products (95.9%),
followed by fashion (2.6%), and medicines and herbal (1.5%). The number of Muslim
respondents are the most interested in adopting halal practices (96.9%), followed by non-
Muslim respondents (3.1%). Furthermore, the length of business establishment is mostly 1-
5 years (86.6%), followed by 6-10 years (9.3%), more than 11-15 years (2.6%), and length
of business 16-20 years (1.5%). The majority of respondents are micro-scale MSMEs with
1-5 employees (97.9%) then small-scale businesses with 6-19 employees (2.1).
Furthermore, the respondents comprise 75.8% without halal certification, while 24.2% have
obtained halal certification.
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Figure 1 Conceptual Framework

Government support

Consumer demand

Intention to adopt halal
practices

Expected revenue

Table 1. FL, CR, & AVE

Factor Loading CR AVE
Religiosity 0.761 0.516
RLG1 0.791
RLG 3 0.643
RLG 4 0.714
Consumer Demand 0.926 0.757
CoD1 0.831
COoD2 0.878
CoD3 0.888
COoD4 0.882
Expected Revenue 0.836 0.629
ERE1 0.776
ERE2 0.796
ERE3 0.807
Government Support 0.782 0.545
GSuU2 0.776
GSU3 0.685
GSu4 0.750
Intention to Adopt Halal 0.791 0.516
IAH1 0.815
IAH2 0.664
IAH3 0.757

Source: Data processed by SmartPLS 4.0

In addition, discriminant validity was confirmed in this stud, as indicated by the results
presented in Table 2. Discriminant validity in the results of this study was also achieved
according to the Fornell-Larcker criteria. The Fornell-Lacrker Criterion table can be seen in
Table 2.
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Table 2. Discrimant Validity

Variable COD ERE GSU IAH RLG
Consumer demand 0.870
Expected revenue 0.240 0.793
Government support 0.478 0.515 0.714
Intention to adopting halal 0.468 0.475 0.643 0.748
Religiosity 0.411 0.460 0.585 0.655 0.719

Source: Data processed by SmartPLS 4.0

Referring to the results shown in Table 3, IAH has a value of 0.542, which, according to
Chin, (1988), is included in the moderate level. This explains that religiosity, consumer
demand, expected revenue, and government support contribute to forming the variable
intention to adopt halal by 54.2%.

Table 3. Coefficients of Determinants

R Square R Square Adjusted
Intention to adopt halal 0.557 0.542
Source: Data processed by SmartPLS 4.0

Hypothesis testing is by that suggested by Hair et al., (2010), employing a 5% significance
level and a minimum t-statistic threshold of 1.96. A hypothesis is considered accepted if the
t-statistic value is = 1.96 and the p-value is < 0.05. The outcomes of the hypothesis tests
are provided in Table 4.

Table 4. Hypothesis Evaluation

Original Sample (O) T Statistics P Values Hypothesis result
RLG-> IAH 0.403 5.242 0.000 Supported
COD -> IAH 0.206 2.892 0.004 Supported
ERE ->IAH 0.168 2.008 0.045 Supported
GSU -> |AH 0.175 2421 0.016 Supported

The hypothesis testing results revealed that H1 to H4 (refer to Table 4) were accepted.
From Table 5 above, it is proven that there is a positive and significant influence of RLG on
IAH (B = 0.403, t = 5.242, p < 0.05), followed by COD which has a significant influence on
IAH (B = 0.206, t = 2.892, p < 0.05), and ERE has a significant influence on IAH (3 = 0.168,
t=2.008, p < 0.05, and the results of GSU are proven to have a significant influence on I1AH
(B=0.175,t=2.421,p < 0.05)

Table 5. Moderating analysis

Original . ) _
Sample (O) T Statistics P Values Hypothesis testing
Government support x Consumer demand -> i
Intention adopt halal 0.002 0.023 0.982 Not Supported
Government support x Expected revenue -> 0.037 0.484 0.628 ot Supported

Intention adopt halal

The results of the hypothesis testing reveal that the moderating effects in H5 and H6 were
not supported. This study found that government support does not moderate the intention
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in adopting halal practices, which is influenced by the following factors: consumer demand,
and expected revenue.

Discussion

Silalahi et al., (2022b) propose that the positive influence of religiosity on intention to obtain
halal certification is advantageous for the government in its role as a policymaker for halal
obligations. The application of religiosity is strengthened by halal certification on their
products. Halal certification is a business reputation building strategy (Kubota et al., 2016).
These results correspond with the findings of Alfarizi, (2023), which state that the religiosity
of MSME owners and the level of Islamic financial literacy plays an essential role in on the
intention to obtain halal certification.

This study's findings suggest that consumer demand plays plays a key role in influencing
MSMESs' intention to implement halal practices. This finding is in line with the results of Malik
et al., (2019); Mutmainah, (2018), which indicate that greater awareness of halal products
among consumers in Indonesia leads to increased consumer demand. However, this finding
contradicts the results of (Silalahi et al., 2022b) and (Soesilawati & Yuliana, 2013) whose
research suggests that consumer demand does not significantly influence the intention to
implement halal practices. This is because the predominantly Muslim population tends to
assume that the products they purchase are halal, even if the packaging does not display
a halal logo. This belief results in reduced demand for halal-certified products, as the
demand in predominantly Muslim areas is generally lower than in areas with a smaller
Muslim population.

The results explain that expected revenue has a notable impact on the intention to obtain
halal practice. This result aligns with the research conducted by Kubota et al., (2016) and
Talib et al., (2017), which suggest that the intention to adopt halal practices can drive
business growth. MSMESs with products that have halal certification will enhance the selling
value of their products, particularly among Muslim consumers, and increase the expected
revenue. This advantage is also explained by a study in (Perdana et al., 2018) that halal
practices are a marketing strategy to enter a larger market.

This study concludes that government support plays a significant role in boosting MSMES'
intention to adopt halal practices. This reserach is supported by Silalahi et al., (2022b) that
government support has impact on the intention to obtan the halal certification. Research
(Dawam et al., 2023) also found that external factors such as government support
significantly influence MSMES' interest in pursuing halal certification.Government initiatives,
such as mandatory halal certification, requiring halal compliance for operational permits,
providing tax incentives for halal practices, and offering free halal certification, can
significantly influence MSMEs' interest in obtaining halal certification. The government's
efforts to motivate MSME actors to implement halal practices are evidenced by a self-
declared halal certification program for MSME actors based on BPJPH Decision No. 33 of
2022, which concerns technical assistance for halal product processing and the
determination of halal certification requirements.

This study found that government support does not moderate the intention in adopting halal
practices, which is influenced by the following factors: consumer demand, and expected
revenue. Government support must strengthen how business actors feel much-expected
returns in influencing their decisions to adopt halal practices. The process of obtaining halal
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certification has so far been an obstacle for some MSME actors in implementing halal
certification (Maryati et al., 2016; Prabowo et al., 2015; Viverita et al., 2017). The halal
certification process is considered a lengthy procedure by MSME business actors.
However, the government has provided support by implementing a self-declare system that
is free of charge at the beginning. However, if the halal certification period ends, M.S.M.E.
actors must re-register their products to obtain a new halal certificate and are charged a fee
for certificate extension. The majority of respondents are small businesses;. However,
currently, halal certification registration is free of charge, if the halal certification period
expires, MSME actors must be charged a fee for certificate extension. The results of this
study (Giyanti et al., 2021) conclude that the motivation to get expected returns encourages
producers to implement halal certification practices. However, knowledge and perception of
certification procedures do not significantly affect the intention to carry out halal certification.
This result differs from the findings (Margarena & Ikhwan Setiawan, 2022), showing that
government support through Government policies strengthens the correlation between
perceived economic benefits and halal certification intentions; however, the increase in
government support has not been maximally encouraging MSME entrepreneurs to certify
their products.

Conclusion

This study concludes that religiosity, consumer demand, expected revenue and government
support has a significant influence on MSMES' intention to obtain halal practices. | among
MSMEs. The findings suggest that religiosity plays a significant role in influencing the
decision to adopt halal certification, supporting the idea that religious commitment can drive
business decisions, especially in Muslim-majority markets. Consumer demand also
significantly influences the adoption of halal practices, highlighting the increasing
awareness and preference for halal products among Indonesian consumers. This demand
aligns with the competitive advantages of halal-certified products, especially in domestic
and global markets. Likewise, expected revenue was found to influence the intention to
adopt halal practices significantly. The implementation of halal practices has many benefits
for companies. Halal certification enhances product satisfaction and boosts financial
performance, undoubtedly increasing expected revenue.

However, this study found that government support does not moderate the intention in
adopting halal practices, which is influenced by the following factors: consumer demand,
and expected revenue. This shows that the challenges in implementing and fulfilling halal
standards still need to be improved. To strengthen the relationship between consumer
demand and expected revenue in adopting halal practices, further steps are needed from
the government to facilitate the certification process and provide more effective support to
small business actors.

Through this research, we hope that Government support can provide support, especially
for micro-scale MSMEs; the government can provide a free policy in processing to obtain
halal certification, not only at the time of initial registration but can be valid for life as long
as the MSME meets the halal stand set by the government. Hence, government efforts to
enhance halal awareness, such as through frequent socialization, campaigns, and training
programs, are essential. Furthermore, these activities can serve as platforms for inviting
MSMEs that have successfully adopted halal practices to share their insights and
experiences. Future research is expected to incorporate additional factors that can enhance
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the impact of obtain the halal practices on MSMEs in Indonesia, with an emphasis on
businesses operating on a larger scale.
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