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ABSTRACT

The demand for halal products has increased significantly throughout the world, either from
Muslims themselves or non-Muslim communities. This phenomenon is due to an increasing
concern for health as they believe that halal food has better cleanliness and safety. Few studies
have shown that the supply chain plays a crucial role in ensuring that the products are halal
compliant and that procurement is one of the main branches. In the hotel industry, the
procurement department is responsible for ensuring that raw materials are arranged, purchased,
delivered, and consumed effectively. Transparency, supplier engagement, and risk management
are three elements that are highlighted matters in the hotel industry. Previous studies have
shown that these three elements have a significant role in enhancing procurement practice in
organisations. This paper focuses on the elements and effectiveness of halal procurement
practises among Malaysian hotels. This study also aims to help companies evaluate their halal
procurement practises and develop effective strategies to ensure that food products follow halal
guidelines that ultimately enhance business performance.

Keywords: Halal Procurement, Halal Practice, Transparency, Supplier Engagement, Risk
Management.

INTRODUCTION
The demand for more international travel necessitates revenue planning that focuses on the hotel.
In supporting global economic growth, governments are allowing emerging economies to offer
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more open borders. It is an essential component of the rise in tourism and hospitality (Agyapong
et al., 2018). Tourism is one of the most significant services sectors in Malaysia’s GDP,
accounting for 15.9% of it, where domestic tourists spent a total of RM92.6 billion and foreign
tourists spent RM89.4 billion in 2019 (Ministry of Finance Malaysia, 2021). Besides, hotel
travel is one of the fastest-growing sectors of the entire economy, and it is considered a
subsidiary of the travel industry (Zeka, 2018). Halal hospitality and tourism have emerged as a
rising sector of interest worldwide. As a result, tourism and travel are at the forefront of
academic study (EI-Gohary, 2020). The development level in halal tourism has been high, but
Muslim-oriented hotels have fallen behind. Only 422 of the total 4,691 hotels are registered with
halal food, according to JAKIM. Overall, this was just over 9.5% of the industry (Razalli, 2018).
As a new way of measuring consumer and quality assurance, halal creates new standards (Yusoff
et al., 2017). For non-Muslims, food choice does not depend on halal only; it applies to culture as
well. It shows good taste, well-being, and devotion to the product’s resources (Zulfakar et al.,
2017). Businesses, as well as the food, have to be halal approved. Regardless of whether it was
acquired according to halal guidelines, every service and product should be verified as halal
(Razalli, 2018). Also, managing the customer relationship is a necessary element in the hotel
industry, so businesses must do it effectively and efficiently. The customers’ expectations and
buying behaviour are inextricably linked; acquiring knowledge is therefore crucial for the
company’s business strategy (Yasir et al., 2020).

Existing studies mainly focus on the halal supply chain from the manufacturer or food
industry viewpoints, and little research is conducted on procurement or purchasing (Tieman et
al., 2020). This paper is a preliminary study that aims to discuss halal procurement practices
among hotels in Malaysia and how those elements assisted in improving business performance.
This study acts as a basis for future research, and it is targeting to benefiting our hotel sectors
and halal industry altogether (Ibrahim et al., 2020).

LITERATURE REVIEW

Halal Concept

The term halal encompasses everything Muslims’ concerns, including their dietary practices.
Islamic dietary law states that foods generally are permitted, except for those specifically
referenced in the Quran and Hadith. Any forbidden or prohibited in the religious law is referred
to as haram (Khan et al.,, 2019). Many aspects of Muslim life are following Islamic law.
Accordingly, halal includes both consumables and services and products and dealings with
clients, commerce, trades, and finances. Halal food is designed to protect Muslim from fraud and
mislabeling (Zul Ariff Abdul Latiff et al., 2018). Practically, Muslims must ensure that the halal
rules of conduct are observed in every instance of their lives. The extent to which individuals
consider and follow the Syariah guideline depends on themselves. However, 70% of Muslims
worldwide cohere to some of the rules associated with halal foods (Ahmad et al., 2018).
According to DinarStandard (2019), more than 60% of the entire Islamic economy is in the halal
food and beverage sector. By 2024, Muslims are expected to spend approximately US$2 trillion
compared to US$1.4 trillion in 2018. The status of food halalness is managed by a shariah
institution that usually appointed by the government (Novianti et al., 2020). In their paper,
Maman et al. (2017) discussed the four phases of halal evolution; Muslim company, supply
chain, value chain, and overall halal economy. The halal system in Muslim businesses relies
entirely on trust. The attitude of trustworthiness deserves our attention when involved in a lawful
activity that is pious. In the halal product, the independent halal certification body’s assurance is
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tied to the product’s certification process. A halal chain’s integrity goes as far up as
transportation, transportation of purchased ingredients, and as far as storage. The creative
challenge of Islamic values is applied throughout the halal value chain. Among others is a
concept related to takaful and branding. In another example, this would include takaful-adoption,
green adoption and environmental marketing concepts, applying green labelling techniques, and
ecological benefits such as waste minimisation (Tieman & Ghazali, 2013).

Operational Performance

Al-Sa’di et al. (2017) note that unique operational capabilities produce an output different from
any other firm in the market. Stable operations reflect quantifiable characteristics, such as
unchanged results and accurate processes to handle pressure (Bani, 2021). The performance
deals with a wide aspect of a project to help achieve organisational goals and the organisation’s
overall objective (Baharuddin & Ismail, 2018). Without proper streamlining, the business may
lose its value as a producer or supplier of hospitality and its benefit to customers or stakeholders.
These major challenges keep hotel managers on their toes, requiring constant and flexible
adaptation and higher profits for quality in an always-changing market while responding to
market expectations and delivering better-grade products in the regularity of supply and demand
(Alsetoohy & Ayoun, 2018). The effect of performance of operational systems in food
production and textile production has been debated throughout history, whether among critics or
advocates (Igbal & Igbal, 2018). In several studies, halal certification had been found to lead to
higher market share and enhanced performance (Giyanti & Indriastiningsih, 2019). Studies have
shown that various definitions have recommended implementing halal standards to favour a
financial and operational turnaround (Ab Talib et al., 2017). A performance criterion is a
reflection of an organisation’s success. It can, for example, be used to measure the market’s
performance, customer satisfaction, operational, or financial success.

Nevertheless, it’s proven that supply chain competition takes place between different
entities. Thus, it is imperative to include all parties and measure supply chain performance.
Businesses will be more efficient and better managed due to a well-maintained supply chain
(Basu et al., 2017; Shahbaz et al., 2018). Historically, few components and practices, such as
brand, distribution, have been linked to hotel profits. But the new and sophisticated approaches
to linking intangibles to results are creating a clearer picture of how important they are to the
overall profits of the hotel (Hinson et al., 2017; Alnawas & Hemsley-Brown, 2019; Panno,
2019).

Halal Procurement Practice

Purchase controls have been in question for decades because inefficient processes and
procedures implementing a purchasing function created disparities and inequitable penalties
(Kakwezi & Nyeko, 2010). The procurement department must be part of the company’s
organisation for a smoothly functioning supply chain. Procurement services are essential for
industries because they have to acquire raw materials and help to use them and plan and supply.
Because of the recent acquisition and quality control influx, this department has additional
control and activities. Businesses need to determine the total acquisition and maintenance costs
and indirect costs associated with acquiring and retaining a customer life (Ibrahim et al., 2020).
The procurement process was studied by Bratt et al. (2012) as including tasks such as defining
essential requirements. In terms of marketing, assessing the market, purchasing, and negotiating
with vendors, it has a complete mix of activities. It is crucial in purchases, plans for acquisitions,
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policies, and processes. Based on their research, Nor et al. (2016) concluded that purchasing is
necessary to establish and manage the upstream supply chain, assess and process sources,
manage vendors, and verify suppliers and distribution.

Halal purchasing is a recent academic topic of study initiated by Tieman and Ghazali
(2013). They discuss how halal affects the procurement strategy and procurement process
(Tieman et al., 2020). Rasi et al. (2017) defined halal procurement as the buying practises that
foster the preservation of halal integrity throughout the supply chain. A thorough understanding
of the various stages of the halal supply chain is needed to make sure food items do not become
anything that is forbidden under Islamic law. Halal depends on every part of the supply chain.
Accordingly, a business must conduct rigorous supply chain validation to protect its halal
legitimacy from the view of its clients (Muhamed et al., 2020). There are various ways to
increase productivity and efficacy, as stated by Shahbaz et al. (2018).

Transparency

Existing studies mainly focus on transparency in the banking or financing field, but it is almost
non-existent within the halal supply chain scope. In their paper, Raja Hisham et al. (2019)
discussed that transparency aligns with Islamic values. According to Hamdan et al. (2018),
traceability and transparency are completely bound, so delivery is more reliable with halal
products. As halal food must follow the halal guideline with the absence of unsafe substances,
non-halal ingredients must not be permitted in halal food. Many aspects of the entire production
cycle are given importance because of the economies of scale. From the initial selection to
ultimate processing, many different raw materials, including prepackaging, storage, and
transportation, are considered (Novianti et al., 2020). Transparency helps reduce the legal
exposure or responsibilities the firm may have in the event of an accident or injury, and it
frequently goes hand in hand with openness and accessibility to everyone involved. Over the
years, the combined meaning of transparency and flow, concept of openness, has also expanded
to encompass the means of creation. When early commentators used the term transparent, they
had in mind a direct, valid, and obvious state without vulnerability. Transparency depends on
both the context and setting in which it is used (Hamdan et al., 2018). Wittig (2005) saw
transparency as involving both parties’ ability to recognise each other’s ability to comprehend
the exact terms and steps of the transaction (Obura, 2019). Also, traceability and cooperation
from all relevant parties are required for a transparent and accountable halal supply chain. Halal
assurance traceability is critical for the success of the system. Risk contamination can be reduced
through product traceability, which is crucial in the halal food industry. By understanding the
effects and consequences of each component, customers can perceive the full scope of the
product (Abd Rahman et al., 2017).

Moreover, there is almost no way to know what food ingredients were used, if any harm
was done to animals, or if it was harvested in an environmentally responsible manner during the
production process without full disclosure. To be transparent, organisations must develop new
bidding language and organisational practices like improved record keeping. While technical
advances can help with this, many behaviours can’t be solved by technology alone (Farnsworth
et al.,, 2019). Besides, the inability to ensure adequate information and tracking in food
procurement can create customers’ distrust and lead to serious health problems. In 2014,
consumption of melamine-laced milk had resulted in 300,000 babies becoming sick and six
fatalities. As a result of the bad press, the Chinese government tightened its regulation of food
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additives. However, the underlying issue can never be entirely resolved, as this case proves
(Astill et al., 2019).

Supplier Engagement

Good relationships between suppliers and customers result in the best operational performance.
When the dependency level increases, it can be reasonably assumed that the need for
collaboration grows (Salam, 2017). Studies by Stevens (2011), as cited by Kiarie (2017),
mentioned that results would be influenced by the kind of relationships an organisation has with
its suppliers. An organisation’s type of relationship management method will impact every facet
of the company in one way or another (Kiarie, 2017). Companies in hospitality must cooperate to
enhance their performance. Previous research found that improved productivity and cost
reduction can be helped by better aid (Ku et al., 2020). The relationship between buyer and
supplier should strengthen halal food production (Azmi et al., 2021). The recognition of halal on
supplier engagement practices reflects the crucial role in halal procurement practice (Sheikh &
Khan, 2018). Supian & Rashid (2018) explained the importance of suppliers credibility in the
supply chain process as it helps maintain the food is halalan-thoyyiban. Accordingly, the
supplier’s trustworthiness is intimately connected with the effectiveness of the business.

Risk Management

In the supply chain, one of the key responsibilities is risk management. Since the strategic
alliances increase global supply-chain risk, businesses have an increased risk and uncertainty.
Companies need to employ supply-chain mitigation strategies (Moazzam et al., 2018) and create
a risk system to find and manage higher levels of efficiency (Munir et al., 2020). The inadequacy
of risk analysis can cause disruptions in supply flow. The impact of risk on business can be
primary or short-term, ranging from tolerable to severe (Mohamad & Backhouse, 2019).

The negligence during producing food that conforms to halal standards can lead to the failure of
the halal supply chain, and eventually, this will lead to the existence of a risk to Toyibb’s.
Despite the significance of risk management in both conventional and halal trade, few studies
have been done, and even fewer articles were written (Khan et al., 2020).

Quality is vital because raw materials integrity is helping to guarantee the health and
safety of materials used in production and, second, to keep unreliable suppliers from having an
impact on the manufacturing process before it begins. The raw material aspect includes integrity
in the following four fundamental categories: safety, innocence, purity, and quality. The
objective of industrial process control is to prevent contamination throughout the entire
manufacturing system and facility. For the manufacturer’s actions, procedures should encompass
all forms of quality control to safeguard halalness (Usman, 2020). The 2014 Cadbury chocolate
issue prompted the importance of risk management. It was subsequently discovered that there is
no porcine DNA in the factory, and it might be exposed after leaving the factory. This issue
shows that risk management is highly crucial, starting from the early stage of procuring raw
ingredients until reaching the consumer (Lee et al., 2019). Management of halal risks should
constantly be optimised. However, to minimise cost impact, risk management should be justified
according to suitability. Businesses should manage those risks according to supply chain
scenarios such as product characteristics, supply chain structure, and brands (Tieman, 2017).

METHODOLOGY
This preliminary study will adopt the quantitative study method, where the questionnaire is
designed to explore the elements of halal procurement practices and their relationship with



https://www.cribfb.com/journal/index.php/ijomf International Journal of Business and Management Future Vol. 7, No. 1; 2021

operational performance. The questionnaire will be distributed to procurement personnel and
halal executive in hotels. This study targeted hotels in Klang Valley due to the numbers of 3,4
and 5 stars hotels available. As this study will focus on the organisation, each hotel will only be
given one set of questionnaire.

CONCLUSION AND POLICY RECOMMENDATION

Halal and hotel industry contributed to the country’s economic GDP significantly (Ministry of
Finance Malaysia, 2021); thus, the outcome of this study will enhance the performance of related
fields. Halal supply chain management or halal procurement in specific is still in developing
stages. Organisations are encouraged to develop an in-depth understanding of halal (Rasi et al.,
2017). Previous literature concluded that halal certification and practices provide significant
positive outcomes on a company’s performance (Ab Talib et al., 2017). This paper identified
halal procurement practices and their relationship with operational performance based on
previous studies and literature reviews. Academics and businesses will be benefited from this
study. In an academics context, dimensions have been identified to indicate how those elements
can be effectively measured. In a business professional’s context, the association between the
variables will be tested and validated, which will improve operations of the Malaysian hotel
industry to be more effective and efficient. This investigation will assist the organisation in
improving its operational performance. Also, this study targets to be the basis of future research.
The development of analyses is expected to benefits the Malaysian hotel industry and halal
industry.
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