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Abstract

This study was designed to empirically determine: (i) to look the factors
causes micro enterprises opt for using internal funding instead of external funding,
and (i) to observe the probability of micro enterprises opt for Cash Wagqf fund as
alternative source of funding their business. The primary data Is collected from the
administered survey questions in Klang Valley (Selangor and Kuala Lumpur) and
the analysis is conducted using statistical analysis and Structural Equation
Modeling (SEM). The model is validated its acceptance in the field by adopting the
Theory of Reasoned Action (TRA). From the findings, among the factors that lead
micro enterprises to use internal funding are strict collateral requirement by
commercial financial institutions, high cost of financing, strict documentation
requirement and good financial and business track record. Unfortunately, most of
them cannot fulfill these conditions and continue to face the problem of accessing
finance. The present study has developed the Cash Waqf Investment model to
support micro enterprises to improve their access to finance and enhance the
skills. Based on the responses received from the field, it has been shown that the
Intentfon and readiness of micro enterprises in accepting the model as a source of
financial and human capital development services is impressive.
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[. INTRODUCTION

Micro Enterprises (MEs) in Malaysia becomes as an important
engine for economic growth. They account for a substantial share of
total SMEs (Small and Medium Enterprises), employment and gross
domestic product (GDP). Indeed, they are contributing significantly to
the poverty alleviation. In Malaysia, the definition of MEs follows the
definition developed by the National SME Development Council
(NSDC) based on two criteria, namely full-time employees and annual
sales turnover. As shown in Table 1, MEs in Malaysia are defined as
the establishment with less than five employees or less than RM
300,000 of the sales turnover for manufacturing sectors and
RM300,000 for other sectors namely agriculture, mining, quarrying,
construction and services. However, if one of the criteria of MEs either
number of employee or annual sales turnover is exceeded the
requirement, then the lowest will be given priority.

Table 1.
The Definitions of Micro Enterprises in Malaysia
Type Manufacturing Agriculture, Mining,
Quarrying, Construction
& Services
Micro Enterprises e Less than 5 employees e Less than 5 employees
OR OR
e Less than RM300,000 e Less than RM300,000

Source: Economic Census: Profile of SMEs 2011 & SMECorp Press Release, 2013

MEs in Malaysia constitute 77 percent of total SMEs in Malaysia
along with small and medium enterprises with 20 percent and 3
percent, respectively (Economic Census: Profile of SMEs, 2011). It
forms a largest formation of the enterprises along with small and
medium enterprises. Furthermore, among the sectors, the bulk of the
services sector is micro establishments, representing over 79.0 per cent
of total SMEs. The manufacturing and agriculture sectors also show
the same pattern where micro businesses are predominant,
accounting for more than half, with 57.1 per cent and 56.3 per cent,
respectively. It is followed with the construction sector, where the MEs
form about 45 percent (Economic Census: Profile of SMEs, 2011).

In many countries, the MEs sector constitutes the majority of
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the working population. For example, in Latin America Africa, the
firms with five or fewer employees account for half of the non-farm
workforce and two-thirds of the non-farm workforce in Africa.
Meanwhile in Indonesia, firms with five or fewer employees account
for almost half of total manufacturing employment followed with in
Thailand where the micro firms generate 71 percent of total
employment in the trade/service sector (Simmons, 2004). The
Consultative Group to Assist the Poor (CGAP) study revealed that
through the impact of MEs, it leads to the gains in education, health,
and nutrition. For example, In El Salvador, the weekly income of
Foundation for International Community Assistance (FINCA) clients
increased on average by 145 percent (Simmons, 2004). In India also,
half of Society for Helping Awakening Rural Poor through Education
(SHARE) clients graduated from poverty. In addition, for the
Bangladesh case, nearly all girls in Grameen Bank-client households
received schooling, compared to 60 percent of girls in non-client
households (Simmons, 2004). Meanwhile, in Vietnam, clients of a Save
the Children Partner Organization, reduced food deficits from three
months to one (Simmons, 2004).

Despite its importance and the continuous support from the
government, MEs in Malaysia are facing some problems. Several
studies stated that Malaysian MEs face the problem of accessing
finance (Hashim, 1999; Ting, 2004; Saleh & Ndubisi, 2006; Abdullah &
Mannan, 2010; SME Annual Report, 2011/2012; SME Masterplan,
2012-2020). Many of MEs find difficulties in accessing external
financing as they are perceived as a high-risk and a high cost-service
market segment (Duc et. al, 2008; Vos et. al, 2007). The requirement
of collateral, high cost of financing, difficulty in providing business
information, business transaction records and business plans are
among the factors that also prevent them from accessing financing
(Aris, 2006; Carpenter & Peterson, 2002).

In view of these, the present study attempts:

1. To discuss the extent of the problems of (i) financing, (i) human
capital (iii) market accessibility (iv) innovation and technology
adoption, and (v) infrastructure development faced by MEs in
Malaysia.

2. To develop an alternative model that is available for effectively
addressing the problems mentioned in (1).
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3. To examine how the factors of attitude and subjective norm of
micro entrepreneurs can affect their intention to use the model
developed in (2) above.

The remainder of this paper is organized as follows. Section 2
discusses on data collection and methods of analysis. Section 3
discusses on the results and their policy implication. Section 4 then
concludes.

[l. LITERATURE REVIEW
2.1 Theory

Theory of Reasoned Action (TRA) is used in this study, which
originally proposed by Fishbein and Ajzen (1975) and later revised by
Azjen and Fishbein (1980). TRA is a widely used model in the area of
social psychology, which is concerned with the determinants of
consciously intended behaviours (Razak & Abduh, 2012). According to
Azjen and Fishbein (1980), the TRA model can be expressed as:

B~I = (AB)w1 + (SN)w2 1)
where:
B = behavior
I = the person’s intention to perform the behaviour
AB = the person’s attitude toward performing behaviour
SN = subjective norm

w1l & w2= empirically determined weights

This theory basically incorporates measures of attitudes,
intention and behaviour. Behaviour is the actual performance of the
action that is being measured. The hypothesis is that the best predictor
of the behaviour is behavioural intention, which is a person’s
conscious decision whether to perform a behaviour.

Behavioural intention is predicted by two components which
are attitude toward the behaviour and the subjective norm, as shown
in Figure 1. Ajzen and Fishbein (1980) describe attitude toward the
behaviour as the learned response toward an object or an act,
whether it be favourable or unfavourable.
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Figure 1.
Model of Theory of Reasoned Action

Source: Azjen & Fishbein (1980)

The attitude is the sum of the salient belief about the
outcomes of performing the behaviour multiplied by the evaluation of
whether these outcomes are perceived as favourable or unfavourable.
In other words, if the outcome seems beneficial to the individual, he or
she may then intend to or actually participate in a particular behaviour.

2.2 Previous Studies

Cash Wagf means the devotion of an amount of money by a
founder and the dedication of its usufruct in perpetuity to the
prescript purposes' (Mohsin, 2008). In this case, the donor endowed
Cash Wagf instead of real estate or fixed asset. The use of Cash Waqf
comes into the field in eight century after Imam Zufar had approved its
use (Toroman et.al, 2007; Cizakza, 2004). Based on his view, Cash
Wagf can be invested through partnership basis and the profits
generated would be spent for the charity purposes.

Later, in early 15th century these endowments (Cash Waqf)
had been approved by the Ottoman courts and they had become the
dominant form of Waqf formation and extremely popular till the end
of the 16th century (Alias, 2012; Cizakza, 2004). During the Ottoman
period, education, public works, health and religious services were
financed by Cash Wagf (Toroman et al., 2007). Due to the historical
and golden role of Cash Wagqgf that had played in the past, nowadays
in 21st century, there is growing evidence of the revitalization of



166 Journal of Islamic Monetary Economics and Finance, Vol. 1, No.2, February 2016

interest, promotion and rethinking on the role of Cash Wagf in
community development.

In this revitalization, various suggestions and models of Cash
Wagf were initiated by scholars. One of the suggestions that arose is
that to integrate Cash Waqgf into the enterprises for supporting their
financing and human capital development. Many studies have found
that Cash Waqf as the most potential source in providing finance and
enhance human capital development both in the short and long run.
Next section will unveil a number of past studies that attempt to
integrate Cash Waqf with financing and human capital
development. A good number of studies stressed on the utilization of
Cash Wagqf for financing for enterprises particularly micro enterprises
(Elgari, 2004; Cizakca, 2004; Dusuki, 2008; Hasan, 2010). According
to these studies, the proper utilization of Waqf mechanism as a source
of financing can play the role in providing sufficient fund to the micro
entrepreneurs.

For example, in 2004, Elgari came out with the idea to
integrate Wagf into the concept of interest free loan or Qard Hassan.
It is to provide as a source of financing for the poor those restricted
from accessing into financial institutions. In order to perform this
operation, Elgari recommended for establishing a non-profit financial
intermediary that is called Qard Hassan bank. For the capital injection
of the bank, it would come from the monetary (cash) Waqgf donated
by Muslims. However, Elgari restricted his model into Qard Hassan
loan for the poor and he does not take into account the issue of
permanency that exist within the Qard Hassan loan. The issue of
permanence is important as he incorporate Waqgf into Qard Hassan
loan where the former is characterized by the perpetuity or
permanence characteristic. Hence, once he incorporated Waqf into
Qard Hassan loan, the permanence of Qard Hassan loan is uncertain
(Katsipis, 2013; Central Bank of Bahrain, 2012) as there is tendency of
lower repayment or no repayment of the loan from the borrower
[poor people]. There is no guarantee to obtain the actual amount of
the money that the borrower borrowed. Furthermore, it is also clear
that there is no information on how the money obtained from Qard
Hassan loan is going to be used by the target group, either for
consumption activity or productive activity.
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Cizakza (2004) also suggested a model where the Cash Waqf
can be used to meet the social objectives in the society through
providing financing assistance for the entrepreneurs through the
concept of partnership (Mudharabah). He also suggested that Cash
Wagf can be used as microfinance tool to the poor or entrepreneur.
However, his model differs from the present study. His model focuses
from microfinance perspective and channeled Cash Wagf through
intermediary which is micro finance institutions. Furthermore, he limits
his model to the Mudharabah arrangement only, where he failed to
consider the nature of the Mudharabah contract itself. Usually the
contract of Mudharabah involves medium and longer-term project
financing and the termination of such partnership contract cannot be
done abruptly, and a gradual withdrawal may become necessary
(Sadique, 2007). Hence, this contract seems not suitable for micro
entrepreneurs, who always looking for short-term financing with small
amount of financing. Furthermore, if micro enterprises involve in
Mudharabah contract, this contract cannot be re-structured or
abrogated without cost and prior to the conclusion of micro
enterprises (Bendjilani & Khan, 1995).The present study focuses
specifically on micro enterprises, and directly channel to micro
enterprises as source of financing through the Musharakah
Mutanagisah (diminishing partnership) arrangement and Murabahah
(short-term) financing arrangement .

Meanwhile, Lahsasna (2010) suggested cash Waqgf model to
enhance the financial services for SMEs in Malaysia. This suggested
model is expected to improve the domestic economic growth and play
a vital role in the socioeconomic development by allowing the SMEs to
have access to the financial services. The investment of cash Wagqf will
be made with the debt financing and equity financing contracts such
as Murabahah, ljarah, Istisna and Bai Bithamil Ajil, Mudharabah and
Musharakah for SMEs in Malaysia. The study by Lahsasna (2010) has
some similarities with the present study as both have focused on cash
Wagf and enterprises. However, there are also major differences. The
present study focuses on component-based SMEs particularly micro
enterprises, while Lahsasna’s work focused more on SMEs in general.

Also in 2010, Tohirin found that cash Wagf as a solution to
lack of access to formal banking institution in Indonesia. Through
proper utilization and investment of these cash Waqgf assets, SMEs will
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be able to expand their business venture through partnership with
cash Wagf institutions. Although the study by Tohirin (2010) has some
similarities with the present study as both have focused on cash Waqf
and enterprises, yet, there are also major differences. The present
study focuses on micro enterprises while Tohirin’s work has discussed
SMEs in general. Secondly, the present study also tries to integrate
cash Wagf into micro enterprises unlike Tohirin’s that has treated
them as separate entities in partnership.

In addition, Ahmed (2007) proposed Waqgf based Islamic
microfinance institution model (WIMFI) for channelling funds to
facilitate wealth creation for the poor. The WIMFI model constitutes of
cash Wagf which become the capital of micro finance institutions. In
addition, along with the Waqf endowment donated by the founders,
additional Wagf-funds can be generated by issuing Wagqf certificates.
Later, the Islamic MFI and the client can jointly finance the purchase
and selling of a certain good and distribute the profit via various kinds
of financing arrangements such as Mudharaba, Musharakah,
Murabahah, ljarah, Salam and Istisna. However, his study is more
related to the integration of Wagf into Islamic microfinance institution.
It differs from the present study where the present study focuses on
Cash Wagf and integrating it directly to micro enterprise.

Another important study is by Hassan (2010), who proposed
an integrated model of microfinance institutions by combining Zakat
and Wagqgf. He suggested this model with the intention to resolve
inadequacy of funds by microfinance institutions. The microfinance
institutions may use the Zakat fund to fulfill basic consumption needs
and to provide capital investment and/or business initiation fund, while
the Wagqgf funds may be used in providing capital investment and
working capital for micro businesses. Such model is able to lead the
poor micro-entrepreneurs to be in a better position to focus on their
business alone and reduce chances of loan defaults. However,
Hassan's model differs from the present study where his model
focused more on the issue of inadequacy of fund by micro finance
institutions and solving this issue by incorporating Zakat and Wagqf.
The present study focuses more on micro enterprises and incorporates
with Cash Waqf into the model. Furthermore, by integrating Zakat
into the model, Hassan failed to acknowledge the issue of where the
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Zakat money must be given to the poor and not loaned to them
(Zarqa, 2007).

From these models that have been proposed by various
authors, it has been shown the possibility of the integration of Waqf
and Micro enterprises to effectively address the issue of financing for
micro entrepreneurs. Although the proposed model by various studies
has similarity with the present study, yet, there are also major
differences as mentioned earlier. Furthermore, most of the proposed
models by (Elgari, 2004; Cizakza, 2004; Ahmed, 2007; Hassan, 2010)
are not validated empirically regarding its suitability and acceptability
in the market. There are several studies pointed out that the potential
of Cash Wagqf in uplifting human capital capacity of enterprises
(Ahmed, 2004; Tohirin, 2010; Ahmed, 2002). These studies also stated
that through integrating Waqgf for human capital development, it can
upgrade, improve and enhance the human capital capacity of
enterprises.

. METHODOLOGY
3.1 Development of Cash Waqf Investment Model

This section will develop a conceptual model of Cash Waqf
Investment Model. This study focuses on Cash Waqf due to its
suitability for financing and human capital development especially for
micro enterprises. In the present study, it tries to integrate cash Wagqf
with micro enterprises to support them in terms of source of
financing. This model is known as Integrated Cash Wagf Investment
Model. The model will be validated its suitability in the market by
interviewing the experts from the field and adopting the Theory of
Reasoned Action (TRA) which developed by Fishbein and Ajzen (1975).

From previous literature on Cash Wadf, it is claimed that the
Cash Waqf can be used to support the financing and human capital
development of micro enterprises. Due to this initiative, this research
proposes the use of Cash Waqgf which later integrated into micro
enterprise investment model. It is called Cash Wagf Investment Model
as illustrated in Figure 2. This model is proposed as an alternative
option for the existing micro enterprises schemes of financing and
human capital development in Malaysia. This proposed model aims to
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be a kind of collaborative venture between parties involved. The most
important components of this model are the Cash Wagf Institution
and micro enterprises.
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Figure 2.
Integrated Cash Wagf Investment Model

This alternative model should be able to (i) provide financial
services and sustainable access to credit at a low cost, taking into
consideration the risky nature of the micro enterprises and (ii) provide
non-financial services to support human capital development for micro
enterprises through providing extensive training and skills
development, counselling and education to the micro entrepreneurs
with the aim to upgrade and enhance their human capital capacity.

3.2 Data Collection and Method of Analysis

For the quantitative method, the primary technique for
collecting the quantitative data is utilizing self-developed questionnaire
(survey) which containing items of different formats. The formats
include dichotomous answers such as “Yes” and “No” and self-
assessment items measured by Likert scale. In addition, the
demographic questions also will be covered and it will provide
information regarding micro entrepreneurs’ business profile, gender,
education level, income level and employment. This study will focus
MEs in the area of Klang Valley (Selangor and Kuala Lumpur).
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The present study’s population will consist of MEs in Klang
Valley (Selangor & Kuala Lumpur), Malaysia. This population is chosen
mainly because of the database for SMEs including micro enterprises
recorded the highest number of such enterprises in the said area.
Almost 50 percent of Malaysia SMEs are located in this area. This
number of population will be identified from the SMECorp Malaysia,
Majlis Amanah Rakyat (MARA), Amanah Ikhtiar Malaysia (AIM) and
Tabung Keusahawanan Nasional (TEKUN). The selection of appropriate
sample size is important issue in Structural Equation Modeling (SEM).
In selecting sample size in SEM, according to Schreiber et al. (2006),
the total number of sample size in a study should be followed by the
number of its parameters i.e., a minimum of 10 respondents per
parameter. Therefore, since this study consisted of 20 parameters
which have developed based on Theory of Reasoned Action, the total
number of sample are at least 200 respondents. This study also
applied most widely used formula by Yamane (1967) and from the
calculation the desired sample size required for this study is 398. It is
calculated with 95% confidence level and 5% error level. Fortunately,
in this study, a total of 420 respondents participate in the survey. But
only 400 questionnaires i.e. 95.24 percent are usable. The remaining
20 (4.76 percent) questionnaires are not fully completed and excluded
from the analysis.

This study adopts a self administered questionnaires design. In
the first section of the questionnaire, the questionnaires are developed
from the literature review and issues pertaining to finance and human
capital development. Later, in section two, the questionnaires are
adopted and adapted based on Theory of Reasoned Action (TRA). For
TRA questionnaires, this study develops the items in the questionnaires
by adapting measures which have been developed by the previous
studies that used TRA in their studies (Ajzen & Fishbein, 1980; Abduh,
et al, 2011; Muhammad, 2012). It is to fit the acceptance and
intention of micro entrepreneurs in Malaysia to use the Cash Waqf
Investment model.

The Confirmatory Factor Analysis (CFA) will be used for
acceptable model fit measures: Chi-square, the Goodness of Fit Index
(GFI), the Normal Fit Index (NFI), the Comparative Fit Index (CFl) and
the Root Mean Square Error of Approximation (RMSEA). The
Confirmatory Factor Analysis (CFA) will be utilized as a statistical
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method to determine the relationship between the observed variables
and the constructs variables or called latent variables (in our case, the
constructs are based on Theory of Reasoned Action) (Byrne, 2001). It is
to access the degree in which the result will follow the theory and
predict the behavioral intention. As the survey instrument consisted of
items from existing scales, the CFA may reduce data dimensionally and
create appropriate dimensions for the hypothesized model (Kamil,
2011). Factor loading will be used in this study and be confirmed by
acceptable inter-item correlation which for each scale exceeds 0.30, to
meet the minimal level of practical significance as recommended by
Robinson et al (1991). However, this assessment of statistical
significance is influenced by the sample size. For example, a sample
size with 250 or greater, a factor loading of 3.5 is required for
statistical significance purposes based on a 0.05 significance level (Hair
et.al, 1995).

In order to estimate the hypothesized model of this study, it
employed AMOS version 20 by adopting Maximum Likelihood (ML)
estimation. To perform that, this study uses a number of Goodness-
of-Fit (GOF) measures which have been developed by researchers to
estimate the measure of overall fit. Although many researchers have
developed various measures to reflect the model’s ability to represent
the data, but according to Bryne (2001) and Hair et a/. (2010), the
measure can be classified into three groups which are (i) absolute
measures, (ii) incremental measures, and (iii) parsimony fit measures.

IV. RESULT AND ANALYSIS
4.1 Descriptive Analysis

As depicted in Table 2, 66 percent of the respondents are male
while 34 percent are female. Almost three-quarters (72 percent) of the
respondents are between the age group of 20-40, few are over 40
years of age (28 percent). Consequently, the responses expressed in
the survey well reflect the attitudes and perceptions of the middle-
aged and younger respondents (that is if we consider those above 40
to be the older respondents). Almost 67 percent of the respondents
are married.
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Table 2.
Distribution of Respondents by Gender, Age and Marital Status
Frequency Percent
Gender Male 264 66
Female 136 34
Age Group 20-30 148 37
31-40 140 35
41-50 69 17.3
Above 50 43 10.8
Marital Status Single 117 29.3
Married 267 66.8
Divorced 16 4
Educational Primary/Secondary School 177 44.3
Level
College Diploma/Matriculation 115 28.7
Bachelor 83 20.7
Postgraduate (Master or PhD) 25 6.2

Majority of the respondents (63.3 percent) have been
operating their business for 0-5 years, which can be considered as
young firms. About 25.2 percent of the respondents had been in
business between 6 to 10 years, which can be considered as middle
aged firms. Furthermore, 11.5 percent of the respondent indicates
that they had been in business for more than 10 years, which can be
considered as older firms. In terms of sectors, majority of the
respondents [387 (96.5 percent)] are engaged in the services sector
followed by agricultural sector [8 (2 percent)] as shown in Table 3. The
remaining 4 (1 percent) and 2 (0.5 percent) are in manufacturing and
construction  sectors, respectively. Furthermore, majority of
respondents (56.4 percent) are in the RM10,000-RM50,000 annual
sales turnover group. The remaining 43.6 percent of the surveyed
respondents fall in the above RM 50,000 annual sales turnover group.
The findings reflect the pattern of annual sales turnover of Malaysian
micro enterprises which mainly consist of those with annual earnings
between RM10,000 to RM50,000. It is identified that 88.5 percent are
having 1-5 employee and 11.5 percent are with 6-10 employee.
Majority of the micro enterprises are having the number of employee
less than five.
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Most of the respondents used internally generated funding
(personal & family/relative/friend) to start their business. For example,
(76.8 percent or 307) used personal saving to commence their
business. Meanwhile, 75.3 percent of respondents primarily used
financing from family, friends and relatives. Furthermore, 10.7 percent
of them had obtained funding from commercial bank while 6 percent
get funding from government loan. The remaining 4.7 percent of the
respondents indicate that they are being financed by micro finance
institutions to start the business. Furthermore, personal savings are
often insufficient and lead entrepreneurs to borrow from family,
relatives, and friends. Friends and family who are supportive of the
business idea provide money either directly to the entrepreneur or into
the business. This can be quicker and cheaper to arrange and the
repayment terms may be more flexible. A total of 69.7 percent of
young firms, 86.1 percent of middle aged firms and 83 percent of
older firms borrowed money from family, relatives, and friends to start
their business.

The study finds that the most commonly cited reasons for
applying external finance: 63 percent (78) of respondents states that
the reason is for expansion, 45.5 percent (56) for capital purchases
and 33.3 percent (41) for working capital. The remaining 8.1 percent
(10) of respondents said they needed finance for relocation. Thus, it
reveals that expansion is the most important reason for applying for
external finance among the respondents. In enterprises context,
expansion can be in terms of expanding the size of the businesses, or
increase in the number of branches. Besides, introducing new
products is a kind of expansion. It is perhaps true when relating to the
respondents of the current study which largely consists of grocery or
retail shop, textiles, and kiosk. In order to expand businesses
effectively in the market, funding is required by micro enterprises to
support it and the findings of this study are consistent with their need
of expansion. It reveals that majority of the micro entrepreneurs
regardless of their stage of businesses are applying loan for expansion
purposes. Expansion of business as mentioned earlier includes
expanding the size of the businesses, or increase in the number of
branches, and introducing new products.

The respondents were asked about the difficulties in the
process of applying and obtaining external finance for the last six
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months to one year. The respondents indicated that they had faced
some difficulties in the process of obtaining finance. The respondents
mentioned that higher interest rate as one of the difficulties in
obtaining external finance for which 73.8 percent of them strongly
agreed. This result may be explained by the fact that the financial
institutions are charging higher interest rates to micro enterprises in
order to compensate for higher costs of information collection, smaller
volume of external financing and greater risk of failure. Furthermore,
due to the absence of collateral, many financial institutions also
respond to this situation by imposing high interest rate in credit
market. Several commercial banks such as Agro Bank Malaysia,
Maybank Malaysia, Public Bank Malaysia and SME Bank of Malaysia
offer micro financing scheme at the rate range from 5 percent to 15
percent while micro finance institutions such as Amanah Ikhtiar
Malaysia (AIM) offered financing at 10 percent and TEKUN at 7
percent. Majority of the respondents also agreed that strict
documentation requirement and collateral requirement were the
obstacles in obtaining external finance. These two factors scored
percentage of 76.6 percent and 78.8 percent of respondents
agreement, respectively. It seems possible that these results are due to
the obligation of the financial institutions to impose several
requirements and demand several documentations before granting the
loan. It is also to compensate to the nature of micro enterprises that
are always perceived as risky businesses. The documents such as
business license, business registration, income tax return of the
business, (J) Form of proprietor, statement of loans repayment,
business and cash flow projection are some of documents that are
required by financial institution in Malaysia before granting the loan to
the enterprises. 79.8 percent of respondents disclosed that they faced
the problem of insufficient amount of financing from financial
institutions. The other obstacles, such as long term loan duration (81.3
percent) and characteristics of business (82 percent) also can be seen
to put undue pressure on a micro enterprise to obtain finance (refer to
Table 3).
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Table 3.
Type of Problems during Raising Loan
Yes No Total
High Interest Rate N 296 104 400
% 73.8 26.2
Strict Documentation Requirement N 307 93 400
% 76.6 234
Strict Collateral Requirement N 316 84 400
% 78.8 20.2
Insufficient Of Amount Of Financing N 320 74 400
% 79.8 20.2
Long Loan Durations N 325 75 400
% 81.3 18.7
Characteristics Of Business N 328 72 400
% 82 18

Micro enterprises were asked if they are willing to use Cash
Wagf Investment model that is developed in the present study as a
viable option for financing and human capital development. Out of
400 respondents who answered the question, 324 (76 percent)
responded positively while 81 (19 percent) indicate the opposite. This
shows that majority of micro enterprises are ready and enthusiastic to
use the proposed model to fund their businesses and to enhance their
skills development.

From this point, further analysis is conducted using SEM for
TRA. The measurement testing model is conducted on the linear
function between latent variables and their observed indicators in the
model. It is used to establish validity and reliability of variables and
their relationship with constructs. Measurement model do not
represent any structural relationships or dependences among
constructs; all constructs are interdependent and are treated as
exogenous variables. In order to performed measurement model
validity, there are two components of measurement model validity
which are (i) model goodness-of-fit and (ii) construct validity.

4.2 Full Structural Model Testing

Once all constructs in the measurement model are validated and
fulfilled required fit indices, a structural model can be tested and the
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main analysis using SEM can be carried out. A structural theory depicts
conceptual relationship among constructs in the model. The single
headed arrow is used to test the causal effects, while the double
headed arrow is used to test the correlation effects among constructs
as shown in Figure 3. There are a total of 23 indicators contained in
the final structural model. Each indicator is connected to the
underlying theoretical construct in a reflective manner. The
standardized estimate for the model is presented in Figure 3. The value
of coefficient of determination R? is 0.47. The figure indicates the
contribution of exogenous constructs AT and SN in estimating the
endogenous construct INT is 47 percent. Following the criteria
provided by Cohen (1988), the value of R* which is 0.47 is qualified as
medisum in size because it is bigger than the minimum threshold of
0.10°.

The absolute fit and incremental fit indices are used for
goodness-of-fit test. Behaviour intention (INT) is treated as dependent
variable (construct), with which all independents variables (constructs)
- attitude toward behaviour (AT) and subjective norm (SN) are
supposed to have direct relationship. The output of model fit indices
is summarised in the following Table 4.

Table 4.
Fit Indices for Structural Model
r df Normed %’ | RMSEA CFI
867.033 208 4.168 0.089 0.936

The absolute fit indices, Normed Chi-Square and RMSEA with
respectively values of 4.168 (<5) and 0.089 (<0.1) confirm goodness-
of-fit of the model. Goodness-of-fit is also verified by the incremental
fit index, CFl with value of 0.936 (>0.90). The statistics are same as
those of the best-fit measurement model used for structural model.

3 Cohen (1988) outlined a number of criteria for R2 to gauge the small, medium and larger

effect as follows:

R%: (i) small > 0.10, (ii) medium > 0.30, and (iii) large > 0.50
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Chisquare = 867.033

df =208

P=.000

Normed Chisqure = 4.168

CFl=.936

71 RMSEA = .089

Figure 3.
Structural Model

There are two main hypotheses is tested in this study. The
proposed hypotheses are examined by looking at the significance,
signs, and the magnitude of the estimated coefficients (Hair et al.
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2006). Each of the hypotheses listed below is reviewed based on
findings relevant to the hypothesis followed by the discussion.

Hypothesis 1. Attitude towards behaviour of micro entrepreneurs is
significantly (positively) affecting their intention to use Integrated Cash
Wagf Investment Model.

Research hypothesis one is tested using confirmatory factor
analysis and structural equation modeling. The result regarding micro
entrepreneurs’ attitude toward their intention to use Cash Wagqf
Investment Model is statistically significant (g1 = 0.401, t-value =
6.619, p < 0.01) and supporting the research hypothesis as shown in
Table 5. The result of standardized coefficient shows that if attitude
goes up by 1 standard deviation, behavioural intention goes up by
0.401 standard deviations.

Table 5.
Hypothesis Testing: The Effect of Attitude toward Behaviour
on Behavioural Intention of Micro Enterprises

Hypothesized Path Standardized | t-Value | p-Value | Decision
Coefficient
Hal Attitude toward 0.401 6.619* 0.000 AT & INT are
behaviour significant and
(AT)->Behaviour positively
Intention (INT) related
*p-value < 0.01

Note: Ho: Attitude towards behavior of micro entrepreneurs is not significantly (positively)
affecting their intention to use Integrated Cash Wagf Investment Model.

It is asserting that there is a positive relationship between
attitudes and intention to use Cash Wagqf Investment Model. The
attitude of micro entrepreneurs includes positive thinking, risk taking,
and other characteristics that affect their intention to use Cash Wagqf
Investment Model.

Attitudes are an individual’s disposition to respond in favor of
or against an event. Attitudes could be positive or negative because
they are evaluative in nature through indirect measures (Fishbein &
Ajzen, 2010). When the micro entrepreneurs have a more positive
view about the outcome of involving in Cash Wagqf Investment Model,
the more favourable their attitude towards the behavior and
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subsequently, the stronger their intention to take the initiative to use
Cash Wagf Investment Model to finance their businesses and also for
human capital development. Therefore, attitude strongly predicts
behavioural intention of micro entrepreneurs to use Cash Wagf
Investment Model. Moreover, the result is not surprisingly as many
studies have been found out that attitude was an influential factor for
behavioral intentions. This outcome is consistent with the findings
from (Ramayah & Suki, 2006; Brown, 1999). Bentler and Speckarts
(1981) examine the theoretical results of adding a direct path between
attitude and behavior intention. Their results indicate that direct paths
from attitude to actual behavior would improve the predictive power
of the model, more so than what had been established by the original
TRA model (Fishbein & Ajzen, 1975). This finding provides insight into
the relationship between micro entrepreneurs’ attitudes and their
intention to use Cash Wagqf Investment Model.

Findings also provide an existing Wagf Institutions with a
better understanding of micro entrepreneurs’ attitudes. Thus, it is
important that Wagf institutions find ways to reinforce positive
attitudes and build affirmative perceptions of micro enterprises. This
can be achieved by (1) promoting the positive images of the role of
Integrated Cash Wagf Investment Model in providing financial
assistance and human capital development, (2) developing a long-term
program with the understanding that attitudes change slowly and
require continuous monitor, and (3) providing accurate and clear
information about Integrated Cash Wagqgf Investment Model, thus
facilitating participation among micro enterprises. Wagqgf institutions
can also develop ways to target potential micro enterprises that have
pre-existing positive attitudes and cultivate them as customers.

Hypothesis 2: Subjective norm of micro entrepreneurs is significantly
(positively) affecting their intention to use Integrated Cash Waqf
Investment Model.

Confirmatory factor analysis and structural equation modeling
are also used to test hypothesis two and found that subjective norms
to have a significant influence on micro entrepreneurs’ intention to
use Cash Wagf Investment Model. Therefore, research hypothesis two
is supported (32 = 0.376, t-value = 6.773, p < 0.01) as shown in Table
6. The result of standardized coefficient shows that if subjective norm
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goes up by 1 standard deviation, behavioural intention goes up by
0.376 standard deviations.

Table 6.
Hypothesis Testing: The Effect of Subjective Norm on Behavioural
Intention of Micro Enterprises

Hypothesized Path | Standardized | t-Value | p-Value Decision
Coefficient
Subjective Norm 0.376 6.773* 0.000 SN & INT are
Ha2 | (SN) = Behaviour significant and
Intention (INT) positively related
*p-value < 0.01

Note: Ho: Subjective norm of micro entrepreneurs is not significantly (positively) affecting
their intention to use Integrated Cash Wagf Investment Model.

It is believed that the social pressure groups that assert
subjective norms, including family members, relatives, friends,
neighbour and co-workers, influence the decision making process for
the survey respondents who are interested in using Cash Wagf
Investment Model in the future. This finding is consistent with previous
research that social pressure groups have a positive impact and strong
influence on behavioural intention (Ramayah & Suki, 2006; Gopi &
Ramayah, 2007; Cheng et a/., 2006). These authors have documented
that the TRA's subjective norm construct has positive relationship to
that of behavioural intentions.

The outcome of the current study for subjective norm is also
similar in the direction. The intention to use Integrated Cash Waqf
Investment Model by micro enterprises is influenced by social pressure
groups, including family members and friends. Hence, it is
recommended that Wagqf institutions recognize the power of social
pressure groups and develop methods of information dissemination to
these groups particularly.

Therefore, Wagf institutions need to find ways to provide and
disseminate information about Cash Wagf Investment Model to the
social pressure groups of influence (for example, family, friends, and
co-workers). For example, Wagf institutions can utilise mass media
such as television, radio, newspaper or magazine to provide
information about Cash Waqgf Investment Model. Furthermore, Wagqf
institutions can also conduct awareness programmes or campaign to



182 Journal of Islamic Monetary Economics and Finance, Vol. 1, No.2, February 2016

the social pressure groups of influence. By providing and
disseminating information about Integrated Cash Wagf Investment
Model to the social pressure groups of influence, micro enterprises
may be more likely to gain support for their intention to use Integrated
Cash Wagqf Investment Model. This has implications for individuals and
potential micro entrepreneurs. Thus, it can be suggested that Wagqf
institutions has to plan a way on how to develop connection with
social groups that relate to micro enterprises including family, friends,
and co-workers.

V. CONCLUSION AND RECOMMENDATION

5.1 Conclusion

Although it can be argued that various financial and human
capital development programmes and schemes are provided by
government and relevant agencies, humerous issues in relation to
access to finance and human capital development appeared. Based on
empirical findings, the issues related to accessing finance such as (i)
high interest rate, (i) strict documentation requirement, (iii) strict
collateral requirement, (iv) insufficient amount of financing, (v) long
loan durations, and (vi) nature of business are affecting the
development and contribution of micro enterprises in Malaysia. On the
other hand, issues of experience, training and skills are also hampering
the human capital development of micro enterprises.

In line with the issues characterising the existing government
programmes and schemes, the present study has developed the Cash
Wagf Investment model to support micro enterprises to improve their
access to finance and enhance the skills. Based on the responses
received from the field, it has been shown that the intention and
readiness of micro enterprises in accepting the model as a source of
financial and human capital development services is impressive.

5.2 Recommendation

It is highly suggested that government bodies and other policy
makers would be able to develop the proposed model soonest
possible as an alternative way of assisting the MEs. For example, the
government may provide incentives such as tax exemption of 10
percent (currently in Malaysia, tax exemption of 7 percent is given for
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the donors of Waqf) for the donors of the proposed model as a
motivation for them to continuously donate to Cash Waqgf fund. By
having sustainable Cash Waqf fund from the donors, it would be able
to assist micro enterprises by providing financial and human capital
development services. Furthermore, the government may encourage
the private companies or Government Linked Companies (GLCs) to
participate in this model as part of their corporate social responsibility.
In this case, the government may also provide incentives such as
corporate tax exemption. This is to attract the corporate sector to
participate in social-oriented program.
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