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Abstract
The present study has proposed Islamic Crowdfunding-Small and Medium Enterprises
(ICSMEs) model to assist SMEs in meeting their need to access external financial services in
Malaysia. Upon the proposed model, this study examines the behavioural intention of SMEs
to use ICSMEs model. The primary data are collected from the survey administered to SMEs
in the Klang Valley (n=250) and the analysis is conducted using Partial Least Squares
(SmartPLS). Furthermore, the model has been validated its acceptance in the field by
adopting the Technology Acceptance Model (TAM). This study has revealed that both the
perceived usefulness and perceived easy to use are found to have a positive impact on the
intention of SMEs to use ICSMEs model, which later assist them to access to financial services
in Malaysia. Furthermore, perceived easy to use has a positive relationship and direct effect
with perceived usefulness of SMEs to use the ICSMEs model. The findings of this study can
be used to develop a specific framework in which to examine other components of using the
ICSMEs model’s behavior and to plan appropriate intervention strategies to increase
financial accessibility by SMEs.
Keywords: Islamic Crowdfunding-Small and Medium Enterprises Model (ICSMEs), Financial
Accessibility, Malaysia

1.0

INTRODUCTION

SMEs’ role have been acknowledged in both developed and developing economies.
According to Hailey (1991), the roles of SMEs can be measured in terms of: economic
(income generation), social (poverty reduction) and political (wealth redistribution). For
economic contribution, SMEs help towards to the employment creation, wealth creation,
increase of output, mobilization of local resources and adaptation of indigenous
technologies. Meanwhile, the social benefits include a reduction of poverty, balanced
development, provision of goods and services that appropriate to a local need, a seed bed for
new initiatives, and redistribution of both income and opportunity in the community. The
role of SMEs in political can be realised from the redistribution of wealth, opportunity and
therefore power within the community.
It is noted that the contribution of SMEs also cover a wide range of areas and sectors with
disproportionate number of total establishments in many countries. Statistics show that
SMEs represent about more than 70 percent of the total SMEs establishments in the most
world economies and contribute around 60 percent of total employment, including in
Malaysia. The statistics from Economic Census of SMEs’ Profile (2011) indicate that SMEs
constitute 97.3 percent of Malaysia’s total business establishment, employ about 52.7
percent of the total workforce and contribute 33.5 percent to the Gross Domestic Product
(GDP). Majority of SMEs are in the services sector with 90.0 per cent followed by
manufacturing sector with 5.9 per cent and 3.0 per cent from construction sector.
Despite these recognized importance and its contribution towards the economy, a
considerable number of empirical studies that investigate the problem of assessing external
finance by SMEs in Malaysia exist (Thaker et.al, 2013; Thaker et.al, 2015; Hashim, 1999;
Saleh & Ndubisi, 2006; Abdullah & Mannan, 2010; SME Annual Report, 2011/2012; SME
Masterplan, 2012-2020; Aris, 2006). Those studies empirically have found that (i)
inadequate collateral, (ii) insufficient legal status, (iii) high transaction costs, (iv) insufficient
information and documentation, (v) no financial track record, (vi) nature and quality of
business, (vii) rigidity of the financing procedure and (viii) lack of awareness on financial
facility are among the prominent factors that hindered SMEs from accessing external finance.
Furthermore, most of the financial institutions reluctant not to serve SMEs because the latter
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are perceived as high risks of default, high costs of transactions and perceived low relative
profitability.
The Malaysian government has responded to particular issue by allocating a huge amount
for financial assistance and providing various programmes, however, hitherto the effort is
seen as ineffective when the impacts of business activities are found to be insignificant. Such
situation occurs when the assistance program is offered through many government or
private agencies without appropriate observation. Furthermore, Abdullah (1999) claimed
that ineffectiveness of government assistance programs is due to: (i) limited number of SMEs
receives full range of assistance, (ii) inefficient allocation of resources, and (iii) the programs
focusing on developing only new enterprises. Therefore, in spite of the government efforts
to promote accessing to finance through various measures, SMEs are continuously facing the
problem of accessing finance.
It can, therefore, be rightly asserted that the SMEs’ financial accessibility requires other
innovative financing mechanism and sources of funding in addition to the government
funding. As such, a new mechanism that will allow for a sustainable source of financing is
needed in assisting SMEs in Malaysia. In lieu with this, the present study proposed Islamic
Crowdfunding- Small and Medium Enterprises (ICSMEs) Model. Islamic CrowdfundingSmall and Medium Enterprises (ICSMEs) Model is expected to be as a suitable model that can
effectively address or minimize the constraint of financial accessibility by SMEs in Malaysia.
Later, this study uses of the theory of Technology Acceptance Model (TAM) to justify the
behavioral intention of SMEs to using the ICSMEs model. To the best knowledge of the
researcher, there has been none of the research investigate empirically the optimatisation of
Islamic-based crowdfunding as a source of financing for SMEs using TAM.
Accordingly, the main objective of this paper is to propose ICSMEs model and test the
behavioural intention of SMEs to use ICSMEs model as source of financing their business.
The remaining part of this paper is therefore organised as follows: the second section
presents literature review. Section three presents the methodology applied in this study.
Section five presents the main results of the study and its discussion. Section six provides the
conclusion and policy recommendations.
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2.0

LITERATURE REVIEW
(i)

SMEs Financial Challenges

Several studies stated that Malaysian SMEs face the problem of accessing finance (Hashim,
1999; Saleh & Ndubisi, 2006; Abdullah & Mannan, 2010; SME Annual Report, 2011/2012;
SME Masterplan, 2012-2020). Many of SMEs find difficulties in accessing external financing
since they are perceived as a high-risk and a high cost-service market segment (Duc et. al,
2008; Vos et. al, 2007). In addition, the requirement of collateral, high cost of financing,
difficulty in providing business information, business transaction records and business plans
are among the factors that prevent them from accessing financing (Aris, 2006).
In the case of external debt financing particularly from the financial institutions, the financial
institutions typically request collateral in order to mitigate the risks associated with the
moral hazard. However, the lack of collateral is probably the most widely cited obstacle
encountered by SMEs in accessing finance including in Malaysia. For financial institutions,
the majority of the SMEs do not have acceptable collateral that can make them qualify for a
loan. In Malaysia, the study conducted by Thaker (2015), Thaker et al. (2016), Aris (2006)
and Meza (2012) revealed that an absence of adequate collateral and strict collateral
requirement prevented SMEs to obtain loan from the financial institutions. In 2005, almost
56 percent of SMEs in Malaysia exposed to the difficulties to access external finance due to
the lack of collateral (Aris, 2006).
Lack of accessing external finance by micro enterprises also occurs because of insufficiency
of information and documents to support the loan application (Census of Establishment and
Enterprise, 2005). Information related to the business such as size, age and type of
ownership are needed by the financial institutions before approving any application of the
loan. As SMEs are often on the stage of start-up and opening new plant, most of them
probably do not have enough information and documents to support their loan application.
Hence, due to an absence of insufficient information and documents, the financial
institutions are reluctant to provide financing to them. The statistics provided by Census of
Establishment and Enterprise (2005), indicated that more than 13 percent of the SMEs in
Malaysia constrained from accessing external finance due to insufficient information and
documents to support loan application.
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Furthermore, one of the key requirements in credit evaluation by financial institutions is
financial track record behavior of customer. However, in the context of SMEs in Malaysia,
they are having difficulty in getting loan from the financial institutions because they are not
able to provide financial track record (Aris, 2006; Hassan et.al, 2010). As most of SMEs are
involved at the early stage of businesses and start-up businesses, they cannot provide any
financial track record history. Such scenario leads SMEs to be considered as risky business.
Thus, the financial institutions are reluctant to provide loan facility for them. According to
the statistics released by Census of Establishment and Enterprise in 2005, almost 11 percent
of SMEs in Malaysia unable to access external finance due to the failure of providing financial
track record.
The nature and quality of business of SMEs are also become obstacles for them to access loan
from financial institutions in Malaysia (Census of Establishment and Enterprise, 2005; SME
Annual Report, 2008). As SMEs are considered as a risky business, the financial institution
in Malaysia assumed that the nature of their businesses do not meet the basic standards for
receiving any serious consideration for financing. It is also complicated with the quality of
business plan that are submitted for financing, which is often fall below minimum standards.
Based on the statistics provided by the Census of Establishment and Enterprise (2005), more
than five percent of SMEs in Malaysia unable to obtain financing because of their nature and
quality of businesses.
Numerous studies have pointed out that high cost of external financing particularly interest
rate is a reason of why SMEs in Malaysia reluctant to access external finance from financial
institutions (Saleh et.al, 2005; SME Annual Report, 2011/2012). Usually, the financial
institutions charge higher interest rates particularly for SMEs in order to compensate the
higher costs of information collection, the smaller volume of external financing and the
greater risk of failure. Furthermore, due to the absence of appropriate collateral by SMEs,
many of the financial institutions therefore respond to this situation by imposing high
interest rate in the credit market. The financial institution and micro finance institutions in
Malaysia offer loans to SMEs at high interest rates. For example, 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 8 percent, while micro
finance institutions such as Amanah Ikhtiar Malaysia (AIM) offered financing at 10 percent.
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The recent survey which was held in second quarter of 2012, indicated that about 33 percent
of SMEs in Malaysia are facing the problem of accessing finance due to the high cost of
external financing (SME Annual Report, 2011/2012).
According to the study by Hassan et.al (2010), SMEs in Malaysia are unable to access external
financing due to excessive rigid procedures imposed by the financial institutions and
government agencies. For example, the financial institutions tend to scrutinise different
aspects of SMEs when making the lending decision, with the first step in the loan approval
often involving the banks attempting to seek more details from borrowers. Later, it is
followed with several documentation processes which involving lending terms and
conditions, and long-time processing of loan (Braveman & Guasch, 1986). On the other hand,
the government agencies that provides financial assistance for SMEs also practising
bureaucracies, red-tapes and favouritism. Due to the rigidity of financing procedure, SMEs
use their source of financing merely from internal sources.
(ii)

Technology Acceptance Model (TAM)

The Technology Acceptance Model (TAM) is pioneered by Davis (1989) and received
empirical support for being robust in predicting technology adoption in various contexts of
technologies (McKinnon and Igonor, 2008; Park, 2009). TAM theorizes that an individual’s
behavioral intention to adopt a technological system or innovation is influenced by two
beliefs, perceived usefulness and perceived ease of use. Use of the TAM is predicated on
individuals having control over whether or not they use the system (Pearlson and Saunders,
2006).
Perceived usefulness (PU) is defined as “the degree to which an individual believes that using
a particular system would enhance his or her productivity” (Davis, 1989). Meanwhile,
perceived ease of use (PEOU) is defined as “the degree an individual believes that using a
particular system would be free of effort” (Davis, 1989).
The previous empirical studies have applied TAM in respective industries namely
educational sector, SME’s, general public and the manufacturing environment. For example,
Ndubisi et al. (2001) tested the applicability of TAM for predicting entrepreneurs’
technology usage and found it to be valid. Ma’ruf et al. (2002) further validated the
usefulness of TAM in predicting Internet shopping whereas Ramayah et al. (2002) tested the
applicability of TAM for Internet banking users and non-users. In the education sector
6

Ramayah et al. (2003a) tested the TAM incorporating motivational variables to explain
Internet usage among students of institutions of higher learning. Ramayah and Aafaqi (2004)
expanded the use of TAM in predicting e-library usage with the aid of self-efficacy. On the
other hand, Ramayah and Jantan (2003) used the TAM to explain Internet shopping among
the Malaysian public.
The technology acceptance model (TAM) is used in this study for its predictive ability in
studies involving SMEs to engage in technology adoption. The causal relationships between
perceived usefulness (PU), perceived ease of use (PEOU) and behavioural intention to use
(BIU) Islamic Crowdfunding- Small and Medium Enterprises (ICSMEs) Model are specified
in the TAM to reflect the new environment of the proposed model (see Figure 2).
Figure 2: Technology Acceptance Model (TAM)

Perceived
Usefulness (PU)
Behavioral Intention To Use Islamic
Crowdfunding- Small and Medium
Enterprises (ICSMEs) Model
Perceived Ease
Of Use (PEOU)

Based on TAM framework, the present study comes out with three main hypotheses, which
are:
(i)

Hypothesis 1

Ho: There is no significant (positive) influence of perceived usefulness on the intention to
engage in ICSMEs model among SMEs.
Ha: There is a significant (positive) influence of perceived usefulness on the intention to
engage in ICSMEs model among SMEs.
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(ii)

Hypothesis 2

Ho: There is no significant (positive) influence of perceived ease of use on the intention to
engage in ICSMEs model among SMEs.
Ha: There is a significant (positive) influence of perceived ease of use on the intention to
engage in ICSMEs model among SMEs.
(iii)

Hypothesis 3

Ho: There is no significant (positive) influence of perceived ease of use on perceived
usefulness of ICSMEs model among SMEs.
Ha: There is a significant (positive) influence of perceived ease of use on perceived
usefulness of ICSMEs model among SMEs.
(iii)

Crowdfunding

In a few years crowdfunding has become a widespread and effective alternative for raising
capital to support investment opportunity and source of venture capital. The crowdfunding
market has grown tremendously in recent years. An industry report (Massolution, 2013)
indicates that around $5.1 billion total transactions occurred globally in 2013 (rising from
$2.6 billion in 2012), while a recent World Bank Report (2013) expects that the
crowdfunding market to skyrocket and reach about $93 billion in 2025 in developing
countries alone. Such a growing market has garnered the attention of policy makers, which
have legalized crowdfunding in many countries such as United States, United Kingdom,
Finland, Australia, France, India, Brazil and Italy (The World Bank, 2013; Massolution, 2013).
Crowdfunding or crowd financing is “the collective effort of individuals who engage in
network and pool their money, usually via the Internet, to support efforts initiated by other
people or organizations” (Ordanini et al. 2011). Crowdfunding comes to practise with the
help of web-based platform (i.e. RocketHub, Kickstarter, and IndieGoGo) and explosive
growth of social media, with Facebook and Twitter at the forefront, as well as the affordable
online payment transfer services such as Paypal and MoneyGram. The scope of
crowdfunding projects is very diverse such as for business start-up, development projects,
development and catastrophe aid, scientific research, entertainment such as video games,
movies and music, political campaigns, utilities and many other targets.
Massolution (2013) defines four categories of crowdfunding platforms (CFPs) namely
equity-based, lending-based, donation-based, and reward-based crowdfunding. In equity8

based crowdfunding, funders receive compensation in the form of fundraiser’s equity-based
or revenue, or profit-share arrangements. Whereas in lending-based crowdfunding, funders
receive fixed periodic income and expect repayment of the original principal investment. In
donation-based crowdfunding, funders donate to causes that they want to support, with no
expected compensation. Finally, in reward-based crowdfunding, the primary objective of
funders is to gain a non-financial reward. Thus, equity-based and lending-based
crowdfunding considered as crowdfunding for financial return, while donation-based and
reward-based crowdfunding are used for campaigns that appeal to funders’ personal beliefs
and passions. However, the present research focuses on the donation-based and rewardbased crowdfunding due to its popularity, flexibility and compatibility with the objective of
SMEs in Malaysia.
Since crowdfunding have been used widely in other countries to funds various philanthropic
projects, entrepreneurial projects and charity purpose through small contribution from
many sources, its application towards SMEs’ development may have significant contribution
to socio-economic development, in particular. Hence, this study will therefore help in
creating more awareness about crowdfunding among potential SMEs and crowd funders
that are willing to involve with Islamic Crowdfunding- Small and Medium Enterprises
(ICSMEs) Model. This could therefore open an opportunity for another means of raising
sustainable funds for SMEs.
3.0

Developing Islamic Crowdfunding- Small and Medium Enterprises (ICSMEs)

Model
Our developed model which is known as Islamic Crowdfunding- Small and Medium
Enterprises (ICSMEs) Model involves two main different parties which are SMEs and Crowd
funders. SMEs are consisting of existing or new enterprises. Meanwhile, crowd funders are
consists of the public or a large audience (the so-called “crowd”), where each individual
provides a fund. Since the present study focuses on Islamic crowdfunding, the nature of
crowdfunding

will

be

based

on

Sadaqah-based

crowdfunding

(Donation-based

crowdfunding), Hibah-based crowdfunding (reward-based crowdfunding), Murabahahbased crowdfunding (peer-to-peer crowdfunding), and Mudharabah-based crowdfunding
(equity-based crowdfunding). The proposed model could be illustrated by Figure 1.
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Figure 1: Islamic Crowdfunding- Small and Medium Enterprises (ICSMEs) Model
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The following are the detailed explanation of Islamic Crowdfunding- Small and Medium
Enterprises (ICSMEs) Model:
1. SMEs request for funding to field workers by submitting business proposal/projects. The
field workers in Malaysia can be consisting of SME Corporation and other SMEs related
agencies. These field workers know their potential SMEs and do all the screening process to
get funding from crowd funders.
2. Field workers submit SMEs proposals to the system or so called “Web Based Platform”.
Field workers can have their own “Web Based Platform” or outsourcing from third party.
The field workers collect entrepreneur stories, business proposal, pictures, financing details,
and uploads them to the system. The proposal/projects have to be funded within a
predefined timeframe.
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3. Crowd funders choose SMEs that they want to support based on their information
uploaded into the system. Crowd funders browse the web to search financing requests and
finally choose the SMEs they are willing to help by providing capital or fund. Crowd funders
can choose either to involve in Sadaqah-based crowdfunding (Donation-based
crowdfunding), Hibah-based crowdfunding (reward-based crowdfunding), Murabahahbased crowdfunding (peer-to-peer crowdfunding), and Mudharabah-based crowdfunding
(equity-based crowdfunding).
4. Crowd funders transfer/send funds through online payment gateways. Filed workers can
have their own payment gateways through collaboration with existing financial institutions.
5. After receiving funding from crowd funders, the system will update the status of SMEs and
keep track of received fund until it is ready to be distributed.
6. The system distributes the fund through field workers. Once the required fund is
accumulated, the system will distribute the funds and notify corresponding field workers to
get ready managing and supervising the SMEs. Field workers distribute the loans and update
the status of loans through the system.
7. Field workers manage and monitor SMEs. Field workers must trace the progress and
regularly updates the system with stories, pictures, or anything that shows the progress of
SMEs. Field workers update SMEs’ progress to the system. This will ensure transparency
between the SMEs and the crowd funders.
8. The system communicates with SMEs for control and audit purposes through a simple
communication media such as short message services (SMS)
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4.0

Research Methods

(I)

Data Collection, Sample, Data Analysis

This study focuses SMEs in the area of Klang Valley (Selangor and Kuala Lumpur). This area
is chosen as the database for SMEs, recorded the highest number. A self-administered survey
was used to collect the data. A purposive sampling was drawn for the survey. Sampling was
conducted by distributing questionnaires to SMEs. A total of 250 questionnaires collected
back from SMEs and used further for data analysis. The collected data was analysed using
SmartPLS version 3.2.7. The choice of SmartPLS was made on the basis of its ability to
measure causal relationships among all latent construct simultaneously, while dealing with
measurement errors in the structural model (Farooq, 2016; Hair et al., 2017). The
advantages of PLS include minimal restrictions on measurement scales, sample size and
residual distributions (Chin et al., 2003).
5.0

Research Findings and Discussion

(I)

Descriptive Analysis

As depicted in Table 1, 66.1 percent of the respondents are male while 33.9 percent are
female. It is apparent that the dominance of male respondents explains the role of male in
pursuing economic activity than females. It follows the traditional division of labor which is
gender-based, with the wife responsible for the family and the husband being the
breadwinner and head of household (Higgins et.al, 1994 & Muhammad, 2012). This finding
is relatively consistent with Malaysia’s business environment where male business owners
dominate compared to females even though the latter number is also increasing (Manan et.al,
2011).
Almost three-quarters (72.1 percent) of the respondents are between the age group of 2040, few are over 40 years of age (27.9 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). This also
reflects that majority of the respondents fall within active working population (Abbas et.al,
2012). This group of population is actively involved in operating businesses to search for an
income and to uplift their standard of living. Almost 67 percent of the respondents are
married. Thus, it seemed that the findings of the survey would be highly influenced by the
married middle-aged respondents. The results also indicate that majority of the participants
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that engage with business are married and it shows that married participants are actively
involved in doing business to fulfil the responsibility towards their family members.
Besides, in terms of educational level, majority of respondents are well educated, with almost
29 percent holding a college diploma or matriculation and about 27 percent holding at least
a bachelor degree or above. This information reflects the tendency of an educated generation
to be involved in businesses. On the other hand, 44.4 percent of the remaining respondents
completed primary or secondary school. A possible reason for them to start their own
business at such a lower level of education is due to difficulties to find job with reasonable
pay considering their present qualifications.
Table 1: Distribution of Respondents by Gender, Age and Marital Status
Gender

Male
Female
20-30
31-40
41-50
Above 50
Single
Married
Divorced
Primary/Secondary School
College Diploma/Matriculation
Bachelor
Postgraduate (Master or PhD)

Age Group

Marital Status

Educational Level

Percent
66.1
33.9
37.2
34.9
17.2
10.7
29.2
66.8
4
44.4
28.7
20.7
6.2

According to Kharusi (2003), the age of enterprises can be grouped into three categories
where group “0-5” years can be classed as young firms, while the bands “6-10” and “11-15”
years can be considered as middle aged, and “16 and over” as older firms. The results
presented in Table 2 show that the majority of the respondents (63.3 percent) have been
operating their business for 0-5 years. Thus, from the findings of the current study, it is clear
that most of SMEs are in their early stages of business, and can be classed as young firms.
On the other hand, about 25.2 percent of the respondents had been in business between 6 to
10 years. The findings reflect that these groups of SMEs are in the middle stage of business.
Furthermore, 11.5 percent of the respondent indicates that they had been in business for
more than 10 years and are considered as older firm. 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 5. The remaining 4 (1 percent) and 2 (0.5 percent)
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are in manufacturing and construction sectors, respectively. This finding is consistent with
the overall profile of small and medium-sized businesses in Malaysia. The services sector
accounted for the bulk of the total share of 87 percent in total SMEs. By component-based
SMEs, SMEs constitute the largest proportion in the services sector with significant
involvement in the area of businesses such as retail, restaurant, wholesale, transportation
and communication, and professional services (SME Annual Report 2011-2012). In addition,
the rapid growth of services sector in Malaysia is also influenced by the strong domestic
demand and several government initiatives to boost services sector.
Table 2: Distribution of Respondents by Business Characteristics
No Of Years In Business

0-5 Years
6-10 Years
>10 Years
Services
Agriculture
Manufacturing
Construction

Sector

(II)

Percent
63.3
25.2
11.5
96.5
2
1
0.5

Assessment of Measurement Model

The convergent validity was tested at the initial stage. During the test of convergent validity,
indicator or items loadings, average variance extracted (AVE) and composite reliability (CR)
were taken into the consideration. Based on the results presented in Table 3, items’ loading
exceeded 0.6 for items, which meet the recommended value suggested by Hair et al. (2009).
In terms of AVE threshold or requirement, Hair et al. (2006) suggested that AVE should
exceed 0.5. In the current study, AVEs were in the range of 0.619 and 0.797. The CR value
ranged from 0.957 to 0.969, which meet the recommended value of 0.7 suggested by Hair et
al. (2006). Table 3 shows the results of measurement model.
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Table 3. Results of Measurement Model
Construct
Perceived Usefulness (PU)

Perceived Ease of Use (PEOU)

Behavioral Intention (BI)

Items
PU1
PU2
PU3
PU4
PU5
PU6
PU7
PU8
PU9
PEU10
PEU11
PEU12
PEU13
PEU14
PEU15
PEU16
PEU17
PEU18
PEU19
PEU20
PEU21
BI22
BI23
BI24
BI25
BI26
BI27
BI28

Loadings
0.902
0.868
0.881
0.873
0.876
0.866
0.842
0.849
0.628
0.811
0.821
0.848
0.822
0.727
0.77
0.838
0.847
0.795
0.796
0.809
0.794
0.893
0.916
0.897
0.898
0.898
0.881
0.879

AVE
0.717

CR
0.958

0.619

0.957

0.797

0.969

After conducting earlier test of convergent validity, next, the discriminant validity needs to
be tested. Previously, Fornell-Larcker (1981) criterion has been used to test discriminat
validity. However, there has been a criticism on Fornell-Larcker (1981) criterion where, it is
not reliably detect the lack of discriminant validity in common research situations (Henseler
et al., 2015). Thus, Henseler et al., (2015) have suggested an alternative approach to access
discriminant validity using heterotrait-monotrait ratio of correlations. Henseler et al. (2015)
also went on to demonstrate the superior performance of this method by means of a Monte
Carlo simulation study. As such we have also tested the discriminant validity using this new
suggested method and the results are shown in Table 4. If the HTMT value is greater than
HTMT0.85 value of 0.85 (Kline 2011), or HTMT0.90 value of 0.90 (Gold et al., 2001) then there
is a problem of discriminant validity. As all the values passed the HTMT0.90 (Gold et al., 2001)
and also the HTMT0.85 (Kline, 2011) shown in Table 4 indicating that discriminant validity
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has been ascertained. Based on these results, it indicates that measurement model has
adequate convergent validity and discriminant validity.
Table 4. HTMT Criterion
BI
PEOU
BI
PEOU
PU
(III)

0.881
0.838

PU

0.849

Assessment of Structural Model

Ramayah et al. (2016) have suggested using R2 to observe the goodness of the structural
model. According to Hair et al. (2011), coefficient of determination and the level of
significance of the path coefficients (beta values) can be captured by R2. The R2 for the
current research is 0.76, suggesting that 76 percent of the variance of behavioral intention
of using ICSMEs can be explained by perceived easy of use and perceived usefulness.
Subsequently, in order to assess the statistical significance of path coefficients, the current
study has calculated the path coefficients of the structural model and performed bootstrap
analysis (re-sampling = 500) (please see Table 5). Based on results, it revealed that perceived
usefulness and perceived easy to use has a positive relationship with behavioral intention to
use ICSMEs model with b = 0.583, p < 0.05 and b = 0.329, p < 0.01, respectively. In addition,
perceived easy to use has a positive relationship and direct effect with perceived usefulness
with b = 0.81 and significant at p < 0.05. Thus, H1, H2, and H3 are supported. Table 5 shows
the results of Structural Model.
Table 5: The Results of Structural Model
Hypothesis
H1
H2
H3

(IV)

R/ship
PEOU-> BI
PU -> BI
PEOU -> PU

Std. Beta
0.583
0.329
0.81

Std. error
0.072
0.08
0.028

t-value
8.053
4.142
29.003

Decision
Supported
Supported
Supported

Importance-Performance Map Analysis (IPMA)

Ringle and Sarstedt (2016) stated that the IPMA’s goal is to identify predecessors which have
a relatively low performance but high importance for the target constructs. IPMA becomes a
very useful analytical tool in PLS-SEM. IPMA graphically extends the standard path
coefficient estimates in more practical way (Ringle and Sarstedt, 2016). In this study, the
behavioral intention of adopting ICSMEs is a target construct, which is predicted by two
predecessors (perceived ease of use and perceived usefulness); refer to Figure 1. This study
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has performed IPMA and results is presented in Figure 1. The IPMA reveals that the construct
PEOU has high performance and also an important variable in the prediction of behavioral
intention of adopting ICSMEs. Meanwhile, PU already has high in performance but low
importance compared than PEOU.
Figure 1. Importance-Performance Map Analysis

Table 6: Importance-Performance Map Analysis Statistics

6.0

Construct

Importance (Total Effect)

Performance (Index Values)

PEOU
PU

0.95
0.36

75.514
74.483

Discussion of Results

In this study, the behavioural intention of SMEs to use Islamic Crowdfunding-Small and
Medium Enterprises (ICSMEs) model was found to depend on perceived usefulness and
perceived easy to use. Perceived usefulness is the perception that a given a technologicalbased system, it will help a user (in our case SMEs) to achieve his or her work goals. SMEs
need a mechanism that could help them to raise financing to support their businesses. Thus,
by using ICSMEs model which is through online platform, it will help SMEs to raise fund for
start-up or expanding their business in Malaysia. This finding is consistent with Venkatesh
et al. (2000), Abassi et al. (2011), and Cheng et al. (2006). This model is expected to create a
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positive perception towards SMEs, who are looking for external source of funding in
Malaysia.
On the other hand, perceived ease of use is defined as the degree to which a person believes
that easy-to-use technology was associated with greater intent to use it (Davis, 1989). Thus,
the easier to involve with ICSMEs model, it will attract more Malaysian SMEs to raise fund
using this platform. This finding is also similar to Davis (1989), Gefen et al. (2004) and Yi et
al.(2003). Meanwhile, perceived ease of use was positively associated with perceived
usefulness. It means that the easier the system was to use, the more useful it was perceived
to be. Thus, ICSMEs model may need to have the features that useful to the user particularly
SMEs, who are looking for external fund.
7.0

Conclusion

This paper has developed Islamic Crowdfunding-Small and Medium Enterprises (ICSMEs)
model. The model is expected to assist SMEs to meet their financing need for business
expansion or start-up in Malaysia. Later, this study has empirically tested the behavioural
intention of SMEs in adopting this model by applying TAM. The author has extended the
application of TAM in the context of Islamic crowdfunding and SMEs. This study has proven
that both perceived usefulness and perceived ease of use are directly significant in
influencing the SMEs’ intention to use ICSMEs model. The findings of this study can be used
to develop a specific framework in which to examine other components of using ICSMEs’
behavior and to plan appropriate intervention strategies to increase its capacity in boosting
SMEs’ development in Malaysia.
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