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Significance of Financial Literacy amongWomen Entrepreneurs on Halal Business 

Abstract: Muslim women have created a unique space for them in the economy by advocating halal entrepreneurship. Islam has 
encouraged women to engage in business activities. However, Muslim women are struggling to gain acknowledgement from society 
and face multiple challenges, including limitations in running the business. Besides the gender gap that is prevalent globally, women 
also have limited knowledge about business. They run the business based on their informal managerial experience and little under-
standing of financial literacy. This study identifies the characteristics of Muslim women entrepreneurs who engage in entrepreneur-
ship as well as their challenges in running the business. 

Purpose of study: To explain the significance of financial literacy for Muslim women entrepreneurs to run their business and achieve 
high business performance.

Methodology: Library research was used to critically review the literature on the behavioural factors influencing women entrepre-
neurs in doing the halal business and the significance of financial literacy on business performance.

Findings: Women entrepreneurs are often driven by the push factors and run their business with limited skill and knowledge par-
ticularly financial and business knowledge. In the case of Malaysia, women often spend their income more on non-related business 
expenses which might prevent business growth. This study found that the significant problems faced by Muslim women entrepre-
neurs were the lack of access to capital and finance, business management skills, business operation and government regulations and 
policies. This study explained that financial literacy was essential for women entrepreneurs to manage finances for business well and 
to help them face the challenges related to finance and improve business performance.
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Introduction

Advancing women’s economic empowerment through 
entrepreneurship is essential for sustainable development. Wom-
en’s participation in economic activity could result in the addi-
tional US $12 trillion to annual global output by 2025 (United 
Nations, 2018). Women’s entrepreneurship supports the sustain-
able development agenda to reduce poverty and gender equality 
goals. Islam encourages Muslims to work and create a better life, 
regardless of gender. Islam gives freedom for women to engage 
in halal economic activities. Prophet Muhammad (PBUH) also 
encouraged women to engage in halal activities, such as trade and 
commerce.

Women empowerment is a cornerstone of the 2030 
Agenda for Sustainable Development. The 2016 Report of the 
United Nations Secretary-General’s High-Level Panel on Wom-
en’s Economic Empowerment shows the strong evidence that 
women are left behind men in terms of the number of female 
business owners, the size of women-owned businesses, and their 
access to economic resources. According to Demirgüç-Kunt et 
al. (2015), women in OECD high-income economies were about 
20% less likely than their male counterparts to report having bor-
rowed from a financial institution in 2014. Most of the women 
are weak in understanding different financial products and op-
eration of financial services, particularly in the area of mortgages 

and investing (Melissa, 2011). Women face additional barriers 
than men in accessing financial services (OECD, 2013). In many 
countries, women display lower financial knowledge than men, 
which the barrier often comes from limited access to education, 
employment, entrepreneurship and formal financial markets.

Undeniably, women running a business have limited 
access to education and training, financial resources, technology 
and social capital. Tambunan’s (2009)study of women entrepre-
neurs in Indonesia found that businesswomen also face motiva-
tion, family support, and access to material and labour problems. 
Given the role and responsibility as a woman and entrepreneur, 
they need to understand the financial and business managerial 
topics to face the challenges. Therefore,financial knowledge is es-
sential for a business player in running his/her enterprise. 

For Muslim women, the religious issue is essential in do-
ing business. Islam teaches Muslims to conduct business ethically 
and implement Islamic rules into business operations. Halal en-
trepreneurship is linking halal development to business activities 
(Bustaman, 2012). Muslim women entrepreneurs are obliged to 
implement Islamic values into their business practices as well as 
engage in Shariah-compliant activities. Understanding business 
management and the market is also essential for entrepreneurs. 
As an entrepreneur, it is important to emphasise those aspects 
of business operations. Women need a better understanding of 
financial markets, products, and component functions, as well as 
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understanding how the financial institution operates in its trans-
action in order to be financially literate.

Materials and Methods

Financial Literacy

According to the President’s Advisory Council on Fi-
nancial Literacy (PACFL), financial literacy is the ability to use 
knowledge and skills to manage financial resources effectively for 
a lifetime of financial well-being. Utilising financial literacy, an 
entrepreneur could gain personal welfare. To accommodate the 
financial problem; female entrepreneurs need financial literacy to 
manage their cash-flow and money wisely to ensure the sustain-
ability of their business and support their families.

The OECD defines the financial literacy for adults as 
“a combination of awareness, knowledge, skill, attitude, and be-
haviour necessary to make a sound financial decision and achieve 
financial wellbeing” (Atkinson & Messy, 2012). In the context of 
small-medium enterprises, financial literacy is defined as “the 
combination of awareness, knowledge, skill, attitude, and be-
haviour that an entrepreneur or an owner of micro, small, me-
dium businesses should have for an effective financial decision 
making to start, run, and ensure the sustainability and growth of 
the business”(OECD, 2018).

Typically, financial literacy is a model for financial ed-
ucation and explains variations in financial outcomes. Financial 
knowledge and financial education are often used interchange-
ably in the literature and popular media. Defining and measuring 
financial literacy is essential to understand the educational im-
pact and barriers to financial decision-making. 

There are five standards to measure financial literacy 
(The Institute for Financial Literacy, 2007), namely:

1. Money Management: The utilisation of cash-flow management 
and analysis of net worth to achieve financial goals.

2. Credit: Understanding to obtain credit and implication of us-
ing/misusing the credit.

3. Debt Management: Understanding to use debt as a building 
asset tool. Knowing how to measure and solve the debt issue.

4. Risk Management: Protecting assets and life quality using risk 
management strategies.

5. Investing and Retirement Planning: Achieving financial goals 
by applying investment and retirement strategies.

Huston (2010) defines four standards to measure finan-
cial literacy:

1.	 Money basics: understanding personal financial accounting 
concepts, purchasing 

2.	 power, and the time value of money.
3.	 Investing: knowing how to save present resources for future 

use.
4.	 Borrowing: knowing how to bring future resources into the 

present.
5.	 Protecting resources: understanding the strategies to secure 

assets.

Huston conceptualised financial literacy into under-
standing personal finance knowledge and use of the financial 
application. The first dimension is knowledge; an understanding 

acquired through education and experience towards the financial 
product. While the other is the application dimension, the ability 
to apply the knowledge to personal finance decision effectively.

Financial literacy is a component of human capital that 
might affect the utility of consumption. Other influences such as 
behavioural/cognitive bias, self-control, family, social, economy 
and institutional environment might affect a person’s financial 
behaviour and well-being, while financial education is defined as 
an input intended to increase human capital by understanding 
the financial knowledge and application (Huston, 2010). It is the 
process by which people improve their understanding of financial 
products, services and concepts, so they might be able to make 
the right decision for their financial well-being. A well-structured 
financial literacy plan can improve human capital and financial 
decisions.

Halal Business Practices

Islam encourages Muslims to engage in positive activi-
ties and benefit the universe as Khalifah fi al-Ardh. The Prophet 
(PBUH) and his wifewere business people. Al-falah is the goal of 
every Muslim. To achieve this goal, we must obey Allah’s com-
mand and avoid His prohibitions. Islam is a way of life that in-
tegrates material and spiritual aspects in daily life. Rafiki and 
Kalsom (2013)categorise Islamic business practices into religious 
practices and Shariah compliance. The religious practices include 
prayers, almsgiving (zakah) and charity (sadaqah), fasting in Ra-
madhan and networking. While Shariah compliance encompass-
es Islamic finance, permissible products and services, almsgiving 
(zakah) and implementation of Islamic values in business.

In Islamic religious-based business, the halal industry 
represents the religious practice of its stakeholders. From the Is-
lamic perspective, according to Bensaid and Machouche (2013), 
one critical outcome of religious learning is fulfilling the masla-
hah or well-being. The halal business has the goal to fulfil the 
needs and desires of the community for sustainability. From an 
Islamic point of view, its fulfilment should comply with Maqasid 
Al-Shari’ah as the objectives of Islam (Rahman et al., 2017).

Halal business and commerce introduce the new para-
digm to stakeholders whereby the profit maximisation is not the 
primary objective. As a business organisation, Shariah-compliant 
enterprises are expected to promote Islamic values. The Islamic 
principle is based on the benefit of humanity and obeying God’s 
commands (Ullah &Yousuf, 2013). In halal business practice, 
there is no conflict between its aim and profit-making activities.

A halal business includes the complete process of en-
trepreneurship including its capital, planning, process, manage-
ment, marketing and profit-making. The content should be based 
on guidance from the divine revelation.

According to Ullah and Yousuf (2013), Islamic or halal 
entrepreneurship focuses on the following principles:

1.	 Entrepreneurship is an integral part of the Islamic transac-
tion (mu’amalat).

2.	 Muslim entrepreneurs are essentially playing their role as a 
‘khalifah’, and they have the responsibilities to bring prosper-
ity to this life (imarah al-ard). The halal business should be 
seen as part of ibadah or performing good deeds.

3.	 Taqwa (God-consciousness) — it relates entrepreneurs with 
total recumbence to Allah and fostering good relationships 
with others

4.	 Motivation—success in Islam is not merely measured by the 
result but also the way and means of achieving it.

5.	 Noble position of entrepreneurship and halal business in Is-
lam in which Islam encourages its ummah to venture into 



3

Raudlotul Firdaus Fatah Yasin et al.

business.
6.	 Islamic Economic System — Islamic entrepreneurship 

should operate within the domain of the Islamic economic 
system and act as the vehicle towards its acceptance globally.

7.	 The guiding principles of Islamic entrepreneurship are the 
al-Quran and al-Hadith.

8.	 Entrepreneurial ethics are based on the exemplary conduct 
of Prophet Muhammad (PBUH).

Halal is not only related to religion in terms of halal 
certification or halal standard but also viewed as the “best value” 
for economic development (Zailani et al., 2015). The halal indus-
try can increase the income and quality of people’s lives through 
trade, investment, service provision and employment opportuni-
ties. Thus, people’s involvement in the halal economy, halal en-
trepreneurship and human capital development is emphasised.

Islamic Perspective on Women Entrepreneurs in Doing Busi-
ness Activities

In the Islamic perspective, entrepreneurship is doing 
business with innovation and risk under the guidelines of Islam 
that forbid dishonesty, greed, exploitation and monopoly. Mus-
lim entrepreneurs should have a noble intention and holistic ap-
proaches compared to other entrepreneurs. The essential task of 
a Muslim entrepreneur is to hold on to his/her faith (iman) and 
to serve Allah SWT in seeking success (al-falah) (Nayeam, 2006).

Male and female Muslim entrepreneurs spread positive 
perceptions in promoting Islamic values through business activ-
ities. The positive correlation between women and earnings is 
stated clearly in the Holy al-Quran:
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“Men shall have a benefit from what they earn, and 
women shall have a benefit from what they earn.” (al-Quran 4: 32)

In Islam, women are treated equally to men spiritu-
ally as well as in other aspects of life with different rights and 
responsibilities. Women have survived by engaging in agricul-
ture, business, trade and commerce, writing, and manufactur-
ing, among others. The daughter of Abu Bakr, Asma’ was given 
land to farm when she was married to Zubair in order to farm 
and collect wealth. Khadijah bint Khuwailid, the wife of Prophet 
Muhammad (PBUH), successfully managed her father’s business 
and became a wealthy woman at the time. There were many well-
known female traders during the Prophet’s (PBUH) time such as 
Umm al-Munzir binti Qays, Asmah binti Makhzemah bin Jandal. 
During the leadership of Saidina ‘Umar Ibn al-Khattab, a woman 
trader named Al-Shifa binti Muawiz was elected to be the “com-
mandant” of the Madinah market (Abbas, 2012).

Gender is not an obstacle in Islam for female entrepre-
neurs. Islam has ruled and covered every aspect of rights and ob-
ligations. Women are allowed to express themselves and work in 
various fields as long as the work is done in an atmosphere of 
respect, protection and modesty where activities can be carried 
out while maintaining their faith and religion. They must ensure 
they avoid the negative impacts of work on themselves and the 
environment (Anggadwita et al., 2015). According to Ullah and 
Yousof (2013), there are five guidelines that women should follow 
if they want to run a business. First, women must gain consent 
from their guardian or husband (if married), who may offer a 
broader perspective on how their activities may influence the 

family. Second, a woman must ensure that her home and chil-
dren are properly cared for. Third is choosing the proper business 
activities that fit their skill and do not contravene the Shariah. 
Fourth, any activity that prevents her from fulfilling any of her Is-
lamic obligations, like wearing the Hijab and covering the ‘awrah, 
performing the obligatory prayer, for example, cannot be consid-
ered. While the fifth is that the Muslim women dress code should 
adhere to Islamic rules.

Figure 1.Guidelines for Muslim women entrepreneurs in running their 
activities. Adapted from Ullah and Yousof (2013).

Factors Influencing Women Entrepreneurs in Practising Halal 
Business

DeMartino and Barbato (2003) concluded that women 
choose to be entrepreneurs to achieve a better work-life balance. 
Some studies revealed that women with small children are likely 
to choose becoming an entrepreneur. In addition to the motiva-
tion behind the business, women often prefer the compatibility of 
family and profession as well as flexible working hours (Ebbers & 
Piper, 2017).

The utilisation of financial services is closely related to 
the income and wealth of individual consumers. Whether wom-
en work full time or part-time is a crucial factor in determining 
their consumption of financial services (Burton, 2015). Wom-
en entrepreneurs with high financial understanding will benefit 
from wise spending between organising their business and family 
spending.

The tendency of women to create new businesses is 
mainly in the service sector, such as saloon, tailor, SPA, laundry, 
nursery, interior designer and wedding planner. It has been ar-
gued that women have the most knowledge and experience in the 
service sector. Women frequently lack technical skills which dis-
courage them from starting a business in the manufacturing and 
high-tech sectors (Bruni, Gherardi, & Poggio, 2004). The difficul-
ty faced by women in obtaining financial resources has led them 
to choose low capital-intensive activities such as those found in 
the service sector.

Bruni et al. (2004) found that previous studies classified 
women entrepreneurs into seven classifications (Goffee &Scase, 
1985; Cromie &Hayes, 1988; Monaci, 1997):

1.	 The “aimless” young women who set up a business primarily 
as an alternative to unemployment;

2.	 The “success-oriented” young women for whom entrepre-
neurship is not random or obligatory choice but a long-term 
career strategy;

3.	 The “strongly success-oriented” women, usually without 
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children, who view the entrepreneurial activity as an oppor-
tunity for greater professional fulfilment or as a means to 
overcome the obstacles against career advancement encoun-
tered in the organisations for which they previously worked;

4.	 The “dualists”, often with substantial work experience, who 
must reconcile work and family responsibilities and are 
therefore looking for a solution which gives them flexibility;

5.	 The “return workers”, or women (usually low-skilled) who 
have quit their previous jobs to look after their families and 
are motivated by mainly economic considerations or a desire 
to create space for self-fulfilment outside the family sphere;

6.	 The “traditionalists”, or women with family backgrounds in 
which the owning and running of a business is a longstand-
ing tradition; and

7.	 The “radicals”, or women motivated by a culture antagonist 
to conventional entrepreneurial values who set up initiatives 
intended to promote the interests of women in society.

Dechant and Lamky (2005) and Naser and Mohammed 
(2009)argued that push factors are associated with low-income, 
dissatisfaction, strict working hours, lack of job opportunities 
whereas pull factors are associated with self-accomplishment, 
desire to help others. In other words, push factors are related to 
the necessary factors that force individuals to do entrepreneurial 
activities while pull factors draw and inspire them to pursue the 
opportunities in the market (Holmen et al., 2011). Among devel-
oping countries and emerging economies, push factors are the 
dominant motivation among entrepreneurs while entrepreneurs 
in developed countries are mostly motivated by pull factors.

Soltanian et al. (2016) found that becoming halal en-
trepreneurs (halalpreneur) is attractive, and many entrepreneurs 
regard halal entrepreneurship as a necessity. They found seven 
factors associated with halalpreneurs. They are; the awareness of 
halal entrepreneurship, intrinsic motivation, effort to seek out 
opportunity, perceived desirability, peer influence, perceived fea-
sibility and perceived governmental support. Those factors are 
considered important in encouraging entrepreneurs to engage in 
halal business.

Figure 2. Factors influencing Halalpreneurs.Adapted from Soltanian et 
al. (2015).

In the Theory of Planned Behaviour by Ajzen (1991), 
intention can be explained as the degree of hardship and effort 
that people are willing to perform. It is a reliable predictor of hu-
man behaviour. Entrepreneurial motivation is the driving force 
behind one’s behaviour and decision. It is an important factor 
shaping the outcomes for women-owned business. In low-in-
come countries, most women entrepreneurs are doing business 
out of necessity due to lack of employment opportunities. While 
women-owned business in the developed countries is driven by 
market opportunities (Asian Development Bank, 2018). Howev-
er, regardless of the motivation of being an entrepreneur, every 
Muslim should implement Shariah-compliant activities into their 
business.

Women Entrepreneurs in Malaysia

In the case of Malaysia, some of the women empower-
ment programmes have been conducted to promote entrepre-
neurship. Women of Will is a non-profit, non-governmental or-
ganisation that helps women from a disadvantaged background 
in Malaysia to facilitate about RM2,000 in micro-credit. SME 
Bank also provides Women Entrepreneur Financing Programme 
which provides financial assistance up to RM2.5 million. The oth-
er financing programmes such as Temanita Financing Scheme, 
National Entrepreneurship Institute (INSKEN), Global Accelera-
tor Programme (Malaysian Global Innovation & Creativity Cen-
tre), and Cradle Investment Programme are providing entrepre-
neurial grants for Malay women.

Although some programmes offer a financial grant for 
women’s business, surprisingly the recent study showed that fi-
nancial literacy among SME players, particularly those who are 
still in the development phase is still low. Most of the wom-
en-owned businesses in Malaysia face some problems and chal-
lenges such as lack of capital, and skills particularly in marketing, 
low motivation and confidence level (Roddin, 2012; Mohamad 
& Bakar, 2017). Supported by the study from Loveline, Uchen-
na, and Karubi (2014) that the problem related to labour burden, 
limited access to financial resources, limited access to markets, 
low education and training, and limited network to the govern-
ment policies were among the problems faced by Malay women 
entrepreneurs. 

Besides, family structure is playing another dominant 
role in persisting women from an entrepreneurial society. A 
study by Kamaruddin et al. (2018) found that social and cultural 
factors are the most factors that encourage women to do business, 
followed by economic factors and legal and administrative fac-
tors. Karami et al. (2013) also found that women entrepreneurs in 
Malaysia have a limited financial management skill which might 
prevent business growth. They also argued that women entrepre-
neurs in Malaysia spend a large proportion of their income for 
other expenses not related to business.

Financial Literacy among Women Entrepreneurs

The study by Pellegrino and Reece (1982), after inter-
viewing 20 women small business owners in Virginia, revealed 
that controlling expenses, cash-flow planning, and forecasting 
were significant problems. These business owners expressed the 
belief that management was their area of weakness and indicat-
ed the necessity of training. Supported by Amatucci andCrawley 
(2011), successful entrepreneurs tend to have education, training 
or work experience in their target industry and can secure suffi-
cient capital for start-up and ongoing operations. The typical suc-
cess factors for small business include a combination of human/
social and financial capital. Financial training plays a vital role in 
establishing a business.

The Asian Development Bank and other financial in-
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stitutions and authorities recognise that financial literacy needs 
to be improved through financial education programmes (Far-
rell, Fry, & Risse, 2016). An individual needs to be motivated to 
pursue financial information, the ability to control emotions that 
can affect his/her decision-making and assurance in his/her deci-
sion-making and financial management capabilities (Atkinson & 
Messy, 2011). Finance behaviour is improved by first having the 
willingness to seek financial knowledge, understanding it, and 
then gaining confidence in implementing that knowledge in de-
cision-making. Individuals who have greater confidence in their 
financial management capacities are more likely to approach 
financial difficulties as a challenge to be mastered instead of a 
threat to be avoided. This typical behaviour is likely to result in 
better accomplishments and more favourable financial outcomes.

Individuals with financial product exposure and experi-
ence determine how well they can manage their finances. Actions 
such as budgeting, saving and controlling overspending are indi-
cators of forward-thinking and responsible financial behaviour 
which ultimately result in better financial outcomes (Farel et al., 
2016; Perry & Morris, 2005). Women who have higher levels of 
financial literacy are more likely to hold an investment or cred-
it card, while those who are more financially risk-averse, have a 
higher propensity to hold a saving account to secure themselves 
and avoid higher risk.

Financial literacy is necessary to evaluate risk and pros-
pects in the market accurately, such as keeping track of expenses, 
revenue, investment and capitalisation choices (Abubakar, 2015). 
Women need a better understanding of financial markets, prod-
ucts, and component functions, as well as understanding how the 
financial institution operates in its transaction in order to be fi-
nancially literate. Most women possess a weak understanding of 
financial products and services, particularly in the area of mort-
gages and investing (Melissa, 2011).

Having access to capital will make women responsible 
for their financial behaviour. Women who have access to financ-
ing are likely to experience and understand financial instruments 
and the functions and products of financial institutions. Without 
access to capital, women’s financial knowledge cannot be expand-
ed, and decisions regarding financial behaviour are likely to be 
less than ideal.

Women face additional barriers than men in accessing 
financial services (OECD, 2013). In many countries, women dis-
play lower financial knowledge than men. The barriersare often 
limited access to education, employment, entrepreneurship and 
formal financial markets, as well as disadvantageous social norms 
and legal treatment. Nevertheless, the digitalisation of financial 
services can provide useful tools to empower women, particular-
ly in the developing world.

The Significance of Financial Literacy on Business Per-
formance

Performance is generally defined as how a person or 
groups reach a conclusion to achieve the goal. Yildiz et al. (2014) 
define business performance as the extent to which the target task 
of the business is accomplished compared to the final output at 
the end of the period. Business performance can be described as 
the success level of the firms in fulfilling their objectives. Perfor-
mance is evaluated based on the achievement of the organisation 
towards its goal in terms of the effectiveness of its human re-
sources, supplier performance, product and service quality, mar-
kets, and other financial factors (Fielden et al., 2003). Mahmudo-
va andKovacks (2018) argue that the performance of the business 
is usually evaluated from financial and non-financial measures. 
In terms of financial success, performance measures can be based 
on return on profits, investment and turnover of the customer 
(Wood, 2006). The most frequent measures that are applied in 

the business performance include efficiency, growth and profit.
Some studies observed the relationship between finan-

cial literacy and business performance. According to Adomako 
and Danso (2014), financial literacy was believed to improve the 
firm performance particularly when the resources are flexible, 
and entrepreneurs are able to access finance easily. Their find-
ings imply that flexible resources and access to financial capital 
are resources that are valuable for enhancing the financial litera-
cy-firm performance relationship. Fauzi et al. (2018) found that 
bookkeeping literacy can predict the performance of SMEs relat-
ed to sales growth and profit growth, whereby budgeting literacy 
can predict the performance related to the overall business. This 
finding is also supported by Kimunduu et al. (2016) that person-
al saving skills are relevant in enhancing the profitability of the 
SMEs. Pandey andGupta (2018) also argued that record-keeping 
is a very important element of financial literacy in the context of 
business owners. Therefore, training in financial literacy enhanc-
es the financial result, improves the survival rate and reduces the 
default rate of the business.

Kimunduu, Erick, and Shisia (2016)management and 
thriving of SMEs. However, the exact effect they have on the fi-
nancial performance of SMEs hasn’t been fully established by the 
available literature thus the need for further research in this area. 
This study sought to establish the influence of financial literacy 
on the financial performance of SMEs in Ruiru sub county, Kiam-
bu County. A descriptive survey design was adopted in conduct-
ing the study. The study population entailed the registered SMEs 
in Ruiru Sub County and who have undergone some financial 
literacy training by Equity bank through a programme known 
as financial knowledge for Africa (FiKAfound that entrepreneurs 
who are adequately equipped with personal saving skills make 
more profits compared to those with no knowledge of personal 
saving. This is because the skills help them to focus on making 
personal savings, thereby increasing more capital for re-investing 
and business expansion. This profits them in the long run. Cham-
wanda (2015) also argued that financial literacy is positively relat-
ed to financial returns of SMEs.

Several studies also confirmed the positive relationship 
between financial literacy and business performance. Andoh et 
al. (2015)argued that financially literate owners were more likely 
to use financial services. They also highlighted that gender, sec-
ondary or technical, and financial education were statistically sig-
nificant in explaining financial literacy. Fernandes (2015)added 
gender, education (especially economics), size of the business, 
and finance significantly impacted financial literacy. High levels 
of financial literacy correlated with higher profitability and better 
working capital management (Mwithiga, 2016).

Challenges of Women Entrepreneurs and Financial 
Literacy

Shmailan (2014)classified the challenges faced by wom-
en entrepreneurs into individual, socio-cultural, and institu-
tional. In addition to those challenges, business phases are also 
considered obstacles. The three challenging business phases are 
start-up, operation, and expansion (Ahmad, 2011; Sadi & Ghaza-
li, 2010). Ahmad (2011) found that women entrepreneurs in Sau-
di Arabia lack access to capital, respect within the community, 
business management skills and business operation, business and 
bureaucratic procedures, government regulation and policies, 
access to finance and spatial mobility. Women entrepreneurs in 
Pakistan also face lack of access to finance, education, manageri-
al skills, governmental support and related issues, skilled labour, 
product marketing and promotion societal issues, cultural norms 
and stereotyping, immobility and heavy domestic workload (An-
war & Rashid, 2012).
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Ilhaamie et al. (2014) found that the most frequent types 
of challenges faced by Muslim women entrepreneurs in Malaysian 
SMEs are lack of financial access and capital (79.2%), lack of de-
mand (50.9%) and location problem (50.9%). Tambunan (2009)
argued that in the case of Indonesia, women entrepreneurs face 
discrimination, which includes removal of their business places, 
exploitation such as illegal charges by agents such as the police 
or security officers, and vulnerability to price rise, particularly 
in raw materials. Those problems arose mainly because of weak 
economic players, lack of education, heavy household chores and 
legal, traditional, customary, cultural or religious constraints on 
the extent to which women can open or operate their businesses.

Besides managerial understanding, women with limited 
understanding of financial literacy will face many challenges in 
running their business in terms of accessing capital, which will 
lead to other problems. There are several challenges in addressing 
financial literacy and education. Mitchell and Abusheva (2016)
found four challenges in financial literacy. First, the challenge of 
equality; women display lower financial knowledge than men and 
are also less confident in their skills and long-term investment 
plans. Culture and family are the main reason for this, as wom-
en have more responsibilities with the family rather than men 
who focus on their career in socio-economic status. Second, the 
challenge of preparedness. The issue of retirement planning is 
often neglected by the majority of the working population. For 
women entrepreneurs, preparation for retirement is essential for 
their financial sustainability. Third, the challenge of confidence; 
the main problem of trusting financial institutions is that they 
are not transparent enough. Fourth, the challenge of legislation; 
many governments are aware of the importance of financial liter-
acy in order to reach financial stability within their country, but 
they do not know how to go about it. It is challenging to teach 
financial literacy at school because most financial experts engage 
in the industry rather than education.

How to manage a business and financial literacy should 
be taught to all Muslims engaged in entrepreneurial activities. 
Muslims engaged in business should possess the basic knowledge 
of business management and financial literacy to avoid prohib-
ited activities in their transaction. Avoiding Riba, Gharar, and 
Maysir is a foundation of Islamic finance. Riba is any excess in 
amount, including interest in a commercial transaction, Gharar is 
uncertainty which the consequences are unknown by contracting 
parties, and Maysir is speculation of doing a business transaction.

Discussion& Conclusion

	 In Islam, women have an important role in 
promoting the economic growth of the country through entre-
preneurial activities. Islam encourages women to engage in creat-
ing a better life as khalifah through various fields, including trad-
ing and commerce. In doing so, women’s activities must be based 
on Islamic values and avoid the negative impacts of the work on 
themselves. They also need to implement the Shariah principles 
into their business.

Halal business covers every aspect of business activity 
and creates value to gain maslahah for the community. Under-
standing the basic principles of halal business is vital for every 
Muslim as a guide in running a business. Business management 
and financial literacy are crucial for women entrepreneurs in 
running their business. Lack of understanding in both areas will 
prevent businessgrowth. The study found that the major prob-
lems faced by Muslim women entrepreneurs were lack of access 
to capital and finance, business management skills and business 
operation, government regulations and policies. These problems 
can be resolved through proper training and education in busi-
ness knowledge.

Financial literacy is found to be significant for wom-
en entrepreneurs to run their business and face the challenges. 
Women entrepreneurs would be successful in business through a 
good understanding of financial literacy. Business activity is part 
of the Islamic way of life. Thus, successful women entrepreneurs 
will contribute to empower women as well as promote the devel-
opment of halal business.

Recommendation

	 This study critically reviewed studies concern-
ing the significance of financial literacy on business performance. 
Women empowerment is important in developing economies as 
well as achieving the SDGs (Sustainable Development Goals). 
However, as Muslim women, it is obligatory to implement Islam-
ic rules in business and become successful by having proficient 
financial literacy.

To promote and provide financial literacy education for 
women entrepreneurs, government agencies and relevant finan-
cial institutions should organise financial education programmes 
among women entrepreneurs to create awareness on the impor-
tance of financial literacy. This could also be supported by the 
establishment of Muslim women entrepreneur community to 
create awareness and provide training of the halal business con-
cept that should be implemented by every Muslim. This commu-
nity can help in promoting halal industries and Islamic values in 
society.

Further study and research can be conducted to propose 
an in-depth theoretical and practical framework as a solution to 
the challenges faced by Muslim women entrepreneurs in the ed-
ucation of financial literacy and running halal business activities.
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