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Abstract 
Two main objectives namely motivate this study: Firstly, to explore the profile of successful entrepreneurs who are 
recipient of micro credit financing from both Lembaga Zakat Selangor (LZS) and Amanah Ikhtiar Malaysia 
(AIM). The second objective intends to empirically investigate the possible relationship between the personal 
religious values and non-financial performance of the entrepreneurs. The microcredit entrepreneurs in Selangor 
that have been into entrepreneurial activities for at least five years are the targeted respondents. The numbers of 
respondents were determined through the snow ball sampling technique. The dependent variable in this study is 
thus represented by the non-financial performance indicator while the independent variables consist of 24 items 
that serve as indicator for the personal religious values. The result of multiple regression analysis (stepwise 
method) indicated revealed significant relationship of all the factors to the non-financial performance of LZS and 
AIM with the exception of truth and right variable. Based on the result, some recommendations were proposed 
together with the limitation of study that suggest possible prospect for further research. 

Keywords: entrepreneurship, non-financial, micro credit, performance, personal religious values 
1. Introduction 
Currently, micro credit is considered as one of the prominent tool to alleviate poverty and has been widely used 
in most of the developing countries including Malaysia, Indonesia, Bangladesh, Philippines and others for such 
purpose (Park &Ren, 2001; Afrane, 2002; Khander, 2003; Rahman et al.,2009). Consequently, many institutions 
such as banks, private trust body, institution of zakat and host of other institutions came up with various model of 
micro credit financing designed especially to the poor in Malaysia. In term of participation, the majority of the 
participants are Muslims.  

Accordingly, Amanah Ikhtiar Malaysia (AIM) is recognized as the pioneer and the most successful institution 
regarding the offering of such financing. Up to March 2013, the total amount of financing disbursed by Amanah 
Ikhtiar Malaysia (AIM) is estimated at RM 8.2 billion (RM 8,201,128,533) with a repayment rate of about 99.36 
percent (Amanah Ikhtiar Malaysia, 2013). In fact, AIM has achieved a remarkable repayment due to its unique 
method of managing risk.  

The group based model result to social pressure that motivates client members to avoid defaulting on their loans. 
Besides that, the set up of the weekly meeting serves as a mechanism by itself to make sure that members attend 
and subscribe their weekly payments. In the event that a group member fails to repay, other members in the 
group will bear the responsibility by raising funds to help the defaulter. In addition, the AIM personnel also make 
field trips to monitor member projects (Norma and Jarita, 2010). All these mechanism thus help to minimize 
default rate and serve as an effective strategy to manage the associated default risk.  

Similarly, Lembaga Zakat Selangor (LZS), a non-profit organization also renders such financing particularly to 
improve the economy of the downtrodden and poor Muslim in the society. The source of fund is from the 
collection of zakat paid by the zakat payers while the amount of disbursement is greatly depended on the type of 
business together with the performance of the recipients. The financing offer by LZS is tremendously free of 
charge intentionally designed to help the less privileged and poor people in line with the spirit of brotherhood 
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among the Muslims.  

Instead of disbursing the micro credit financing in the form of physical money, LZS applies the unique 
mechanism whereby they provide business capital based on two techniques. The first technique is to disburse the 
capital assistance which is vastly depended on the application made by the recipients to operate their business. 
Alternatively, such financing is also offered to the selected viable businesses with high potential of success is 
considered as another applied technique of distribution. However, the selection based on the latter very much 
depends on the decision of LZS management (Hamdino Hamdan, Pazim & Wan Sabri, 2012). In term of 
performance, the percentage of successful entrepreneurs under this program is slightly low compared to that of 
Amanah Ikhtiar Malaysia (AIM). As indicated, it recorded less than 30 percent in term of performance of the 
entrepreneurs (Lembaga Zakat Selangor, 2013). 

At a glance, zakat is declared as the third of five ‘pillars’ of Islam, and it is payable on the assets such as gold, 
livestock, agricultural products and funds. Consistent with the brotherhood concept in Islam, the requirement to 
pay zakat is also closely related with the idea of equality and justice that lies under the Islamic principles. The 
main purpose of zakat is to support the less fortunate group in the society such as the poor, the needy, the 
wayfarer or those that are heavily indebted with the hope that this group of people will at least meet their basic 
needs and uplifted from absolute poverty. It is generally believed that zakat plays an important role in term of 
economy, moral and social aspect of a society (Farah Aida, Rashidah & Normah, 2012).  

Since all LZS entrepreneurs and majority of AIM entrepreneurs are Muslim, there are several approaches 
regarding training and various talks are conducted by both institutions purposely to enhance the understanding of 
religion. Such understanding is deemed vital because it can create or enhance the religious personal values of the 
entrepreneurs which later on can influence the strategies they adopt in business operation and ultimately make 
huge impact on the performance of their business (Kotey & Meredith, 1997). As a result of it, the awareness of 
the entrepreneurs toward the importance of religion especially in conducting the entrepreneurial activities is 
uplifted from time to time. 

Based on the empirical evidence, many factors are identified to be associated with the success of micro credit 
entrepreneurs. Some of the studies linked entrepreneurial success to the characteristics of entrepreneurs 
(Markman & Baron, 2003), micro credit financing (Kuzilwa, 2005, Carter & Shaw, 2006; Hietalahti & Linden, 
2006), government assistants (Sarder et al., 1997; Bowen & De Clercq, 2008; Minniti, 2008), education (Thapa, 
2007; Bhutta et al., 2008; Wijewardena et al., 2008), previous experiences (Alowaihan, 2004; Raduan et al., 
2006; Syed Wajahat, 2011; Muhammad Amjad Saleem, 2012) and some other factors. 

However, one key factor that has generated a lot of debate among scholars in relation to the success of the 
entrepreneur is religious attribute of the entrepreneurs. According to Clark & Dawson (1996), the personal 
religiousness has been described as an apt starting point for finding the differences in moral judgment based on 
the fact that, religious ideology lay much emphasize on individual’s decision regarding what is right and wrong.  

Among the extant literatures that explore the relationship between performance of entrepreneurship and the 
religious attribute of the entrepreneurs include (Cunningham & Lischeron, 1991; Kotey & Meredith, 1997; 
Gadenne, 1998; Peterson et al., 2010) who indicated significant relation between these two variables while 
others studies such as (Rohaizat & Suzilawati, 2001) suggest no significance relationship between religious 
factors and the performance of the entrepreneurs. In line with these arguments, a study that identifies the 
existence of relationship between personal religious values and the performance of the entrepreneurs based on 
the two mentioned institutions (Amanah Ikhtiar Malaysia and Lembaga Zakat Selangor) is deemed necessary 
and keep arousing the interest of the researcher.  

This study is therefore aimed at filling this gap by exploring the profile of the successful entrepreneurs that are 
recipient of the micro credit financing from the two different institutions namely: Lembaga Zakat Selangor (LZS) 
and Amanah Ikhtiar Malaysia (AIM). Furthermore, the study also aims to empirically identify the possible 
relationship between the personal religious values and non-financial performance of the entrepreneurs. As such, 
the remaining of this paper is organized as follow: the literature review is discussed in section two which is 
followed by the data and methodology that is discussed in section three. After that, the empirical finding is 
presented in section four. Recommendation and limitation of the study are therefore discussed in the last part. 

2. Literature Review 
2.1 Performance of Entrepreneurs 

Rhodes & Butler (2004) categorized the measurement of performance into two methods namely objective 
(financial) and subjective (non-financial) measurement. Several dimension are used to represent the financial 
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performance among which are asset owned (Norma & Jarita, 2010), income (Haber & Reichel, 2005), return on 
investment (Gadenne, 1998), return on asset (Masuo et al., 2001) and so on.  

Conversely, Kenji (2002) attack the determination of performance based on this objective method which is 
considered as a traditional technique of assessment. In view of that, some rationale behind it where indicated. 
Some of the justification include: the difficulty of getting the accurate information of financial performance 
(Garengo et al., 2005), problem of tracing improper financial record (Zinger et al., 2001), the perception of 
financial performance as private and confidential which cannot be revealed especially to the outsider (Rhodes & 
Butler, 2004) and many more. 

Alternatively, Murphy et al. (1996) propose the subjective method of assessing the performance of entrepreneurs. 
According to Harada (2003) and Dafna (2008), this method is better than the earlier method since the scope of 
assessment is wider and more applicable especially to the entrepreneurs who are involved in the small and 
medium enterprises. In line with this, the current study thus employs the subjective approach to assess the 
performance of entrepreneurs by following the work of scholars such as Dess & Robinson (1984). As indicated, 
this method is has been linked with high reliability, validity rates and potential ability to precisely reflect the 
firm’s objective performance. 

2.2 The Personal Religious Values and Performance 

According to Chusmir & Koberg (1988) and Scheepers & Frans (1998), the religious factor has been suggested 
to have the strongest factor that influences the morale of an individual. This thus implies that, religiosity play an 
important role towards individual ethical level. It means, an individual with higher level of religiosity is expected 
to be more ethical (Hunt & Vitell, 1986). In their own view, Kotey & Meredith (1997), the personal religious 
values has high potential to influence the performance of entrepreneurs since it can positively affect the 
characteristics of individual. Among the values expected of such individuals are: discipline (Sagie, 1993), 
accountable (Kotey & Meredith, 1997), honest (Kriger & Hanson, 1999; Pollitt, 2004; Zafir &Fazilah, 2011) and 
many more. In the Islamic point of view, all these values also considered as important values that are expected 
from entrepreneurs (Siddiqui, 1997).  

Specifically, Imam al-Ghazali (1998) emphasized several values that are crucial to Muslim entrepreneurs. 
Among them are: first, the intention of doing entrepreneurial activities should be aimed at obtaining Allah’s 
pleasure; second, the entrepreneurial activities must be lawful; third, the decision of producing goods and 
services must be directed at fulfilling the obligation of Fardu Kifayah, which is to achieve the need of Muslim 
society; fourth, high priority should be given to the religion obligation; fifth, the responsibilities to themselves 
and the family must be observe even though they are encouraged to be hard working; sixth, they are forbidden 
from compromising with unlawful or non-transparent things in any of their conducts; seventh, the discussion and 
self-reflection should take place in their life to be the better person.  

In support of the impact of religiosity, Cullen & Parboteeah (2008) noted that, these noble values can be 
implemented regardless of the demographic and cultural background in order to be success as entrepreneur. 
Machan (1999) further highlight the important of these values to the entrepreneurs. The absent of religiosity 
element can potentially harm other parties in the transaction among who are: customers, consumers, competitor 
and many others. As a result, it can affect the whole system in the country. For the case of Malaysia, very limited 
number of studies that explore the possible relationship between the religious values and performance of 
entrepreneurs exist in the literatures. For example, the study conducted by Zafir & Fazilah (2011) came to the 
conclusion of the existence of significant relationship between the successes of the entrepreneurs with their 
religious value. 

On the other hand, studies conducted by Rohaizat & Suzilawati (2001) revealed insignificant relationship 
between entrepreneur success and religiosity based on the individual construct and opposite outcome if all of 
them were been grouped. Overall, they came to conclusion that, low connection exist between these two factors. 
As Malaysian society increasingly indicated awareness and importance towards the religious values, this study is 
motivated to explore the relationship between personal religious values of the entrepreneur and their 
performance. 

3. Data and Methodology 
3.1 Sampling Procedures and Instrument 

The respondents of this study constitute only the successful entrepreneurs who are recipient of the micro credit 
financing from two different institutions, to be exact are: Lembaga Zakat Selangor (LZS) and Amanah Ikhtiar 
Malaysia (AIM). As indicated, the former is recorded the lowest rate of successful entrepreneurs (less than 30 
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percent) while the latter is recorded impressive performance (more than 90 percent) among the micro credit 
providers in Malaysia. Even though they are different in term of performance, since the majority of them are 
Muslims, both sides of entrepreneurs obtain appropriated training and speech from respective institutions 
particularly to improve the understanding of religion which later can be applied in the practice of entrepreneurial 
activities.  

The collection of data for this study is conducted from January until March 2013. Besides that, the targeted 
respondents for this study are those entrepreneurs located in Selangor and who have been into entrepreneurial 
activities for at least five years. The absence of information about the respondent necessitates the choice of snow 
ball sampling technique in order to obtain adequate representation. Consequently, 337 respondents were selected 
in this study comprises 137 respondents from LZS and 202 respondents from AIM. 

3.2 The Measurement of Variables 

Following the work of Boohene & Boachie-Mensah (2009), this study employs the non-financial performance 
indicators which consist of 11 items as the dependent variable. The combination of non-financial performance 
items take into consideration the widely used non-financial measurement introduced by Kotey & Meredith 
(1997) and Gadenne (1998). Among them are: increased in sales revenue, business stability, profit maximization, 
organizational growth, industry leadership, increased productivity, lower cost of production, increased personal 
income to look after family, job creation, community development contribution and flexibility in combining 
family and work. The respondents are assessed based on the Semantic Differential Scale as suggested by 
Kolodinsky (1999): (1: very dissatisfied, 2: dissatisfied, 3: neutral, 4: satisfied, 5: very satisfied). 

For the personal religious values, all items are adopted from the usable and factorable items which have been 
proposed by Rohaizat & Suzilawati (2001). Five-Point Likert Scale is employed to measure the important of the 
personal religious values: (1: not at all important, 2: slightly important, 3: moderately important, 4: somewhat 
important, 5: extremely important). These measurements are all reliable since the values of coefficient alpha for 
both cases, LZS and AIM are above 0.7 as suggested by Nunnally (1978). The former is equivalent to 0.875 
while the latter is 0.804. To ensure that the questionnaire is well answered, the questionnaire is translated into 
Bahasa Malaysia since all respondents are Malay nation. To analyze the data, the study employs the following 
three methods of analysis: descriptive, factor analysis and multiple regression analysis (stepwise). 

4. Empirical Findings 
4.1 The Respondents’ Profiles 

Table 1 presents the profile of the entrepreneurs who are recipient of micro credit financing from both 
institutions, Lembaga Zakat Selangor (LZS) and Amanah Ikhtiar Malaysia (AIM). Generally, the entire 
respondent for the zakat funds are Muslims because, the Zakat funds were distributed only to the Muslims. 
Similarly, all the respondents of AIM entrepreneurs are also Muslim. In term of age, the majority of LZS 
entrepreneurs representing about 25.93 percent fall under the age group of 41-45 while 34.81 fall under the age 
of 46-50. Only 6.67 percent of the respondents under this category were less than 35 years old while 8.89 percent 
above 56. Similarly, the majority of AIM entrepreneurs representing about 22.77 percent fall under the under the 
age of 41-45 while about 20.30 percent fall under the age of 46–50. In this case, only 12.37 percent of the 
respondents are below 35 years old while 7.92 percent are above 56. 

For the LZS entrepreneurs, majority of the respondents representing about 65.93 percent are male while the rest 
were female. On the other hand, the entire respondent for the AIM are female. This is because all the members of 
AIM are female. Regarding the marital status for the case of LZS entrepreneurs, about 8.15 percent and 65.93 
percent of the respondents are single and married respectively. For the case of AIM, about 4.46 percent and 
57.92 percent are categorized as single and married respectively. The statistics regarding the education status of 
the respondents however indicated that, all of them are literate since they all received formal education at least at 
the primary school. Interestingly, 5 respondents under the group of AIM entrepreneurs have higher education 
degree. At last, 42.96 percent and 42.57 percent of the respondents for LZS and AIM are involved in trading 
activities. However, 33.33 and 39.11 percent of LZS entrepreneurs and AIM are involved in service related 
activities. Some of the services provided including tailor, hotel, motel and so on. Only 18.32 and 23.70 percent 
of the respondents for LZS and AIM got involved in the production industry.  
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goodness, honesty and also just and equilibrium. In addition, the model explained 20.1 percent of variance. This 
model is also free from multicollinearity problem and the independence of residuals assumption is not violated 
since the Durbin-Watson value was 1.937. Referring to the R-squared, the values for both cases were slightly low 
due to some reason. Since the focus of the study is mainly on the personal religious values, some other important 
factors that might contribute to the non-financial performance have been omitted. Factors such as the 
characteristics of entrepreneurs, social environment, business management and so on might have been excluded. 

5. Discussion  
As indicated in the overall result, personal religious value is found to be significantly related to the non-financial 
performance of the entrepreneurs in relation to recipient of micro credit from both LZS and AIM. This indicates 
that, religiosity is an important element of success in entrepreneurial activities. However, ‘truth and right’ is the 
only insignificant factor for both groups under. The items under this factor consists of several items including 
‘equal competition’, ‘strategic alliances with customers’, ‘avoid unlawful income’ and also ‘reasonable price for 
same products’. The awareness by the entrepreneur to integrate religious values in their activities could 
potentially enhance the success of the entrepreneurs. This transformation is progressively driven by the better 
understanding of Islamic teaching gained by entrepreneurs. In line with the status of Malaysia as the hub of 
Islamic Financial system, more various programs aims at enhancing the religious values among the entrepreneurs 
has been put in place for the case of LZS and AIM. It is suggested that, other micro credit institutions should 
emulate this by given high consideration to religious value.  

From the side of the provider of micro credit financing like LZS and AIM, the trainings and education programs 
with the appropriate and suitable modules are especially designed for their entrepreneurs. Such programs are 
conducted mainly to give better understanding to the entrepreneurs about their roles and responsibilities as a 
servant of Allah, responsible family life, entrepreneurs, managers and others. Besides that, they are also exposed 
to the noble values that are important for their personal life as well as entrepreneurial activities. From different 
angle, the entrepreneurs themselves also put their efforts to improve the existing religious knowledge. Currently, 
various channel such as media mass, online and offline reading materials, public talks and lectures, the 
discussion and others to impart such knowledge. This consequently helps to enhance their knowledge because 
the source of information is within their reach.  

Some limitations have however been identified in this study. Despite the fact, that significant relationship 
between these two variables has been suggested by the result of this study, some other variables that measure 
personal religious value have been excluded. This is because the items used for measuring religious value in this 
study have been adopted from the previous studies. Hence, further research that is based on comprehensive 
personal religious values is suggested. Besides that, the relationship between the personal religious values and 
the performance of entrepreneurs based on the financial aspect also can be tested. Finally, considering the 
relevance of religious value in relation to non-financial performance as suggested by the result of this study, it is 
imperative for the entrepreneur to observe and put them in practice in their activities. Putting into practice will 
not only benefit the entrepreneur as an individual but to the whole system in the country. 
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