The Role of Islamic Work Ethics to Entrepreneurial
Intention: The Study of Undergraduate Students in
Indonesia

Gusti Oka Widana', Nurwati?
{okawidana@jitb-ad.ac.id'}

Institut Teknologi dan Bisnis Ahmad Dahlan, Indonesia'2

Abstract. Entrepreneurs is important bringing advancements of a country’s economy, yet
entrepreneurs are created not born. Previous researches acknowledged that
entrepreneurship activities were intentional based and having strong relationship with
individual’s values or culture. As for Moslem, the inherent individual culture, is in form
of Islamic Work Ethics, which should support entrepreneurship. This objective of this
study is to reveal the role of Islamic Work Ethics in influencing entrepreneurial intention
of Indonesian under graduate students. The study is much relevant, since the students are
the candidates of entrepreneurs in the future. Upon using Structural Equation Modelling,
the study finds strong relationship between all variables. The discussion of finding, as well
as future research direction is provided.
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1 Introduction

Entrepreneurs have significant role in creating growth and giving advancements to a
country’s economy as Baron & Shane [1], called the as “engines of economic growth”. The
entrepreneurs are actually made and not born [2], meaning entrepreneurs can be trained.
Therefore, it is important to look at the factors that make someone into entrepreneurship and the
issues related to the development of entreprencurs [3]. As many empirical studies have shown
result that entrepreneurship activities have been intentional based. The entrepreneurs started
with some extent of entrepreneurial intention before they turned out to become ones. People
will not become an entrepreneur without certain triggers, or having an intention [4].

Many researches also identified the connection between underlying values to
Entrepreneurial Intentions (“EI”). The values of individual will determine entrepreneurial
intentions [5][6]. Many evidence supported the view that aspiring entrepreneurs had certain
values and interests regarding entrepreneurship [7]. Bird [8] argued that the entrepreneur’s
personal needs, values, and beliefs was the foundations of the intentional process toward
entrepreneurial activity.

Particularly for Muslim (the followers of Islam), become entrepreneur is encouraged.
Entrepreneurial characteristics are founded on principles stated in the Quran and Hadith to guide
entrepreneurial operations [9]. Thus, Islam can be regarded as an “entrepreneurial religion”
[10][11] in the sense that it enables and promotes entreprencurial activity, i.e., opportunity
pursuit, risk-taking and innovation. As also being shown by the Prophet Muhammad and his
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companions, entrepreneurship is original part of the Islamic culture [12]. The presence of the
Islamic culture in the business or entrepreneurship environment is called as Islamic Work
(IWE). IWE is also an attitude towards work as a virtue in human’s lives [13].

As it has theoretical support, that IWE should be able to emerge EI, yet the relevant research
is rare. It becomes mostly important to understand how IWE can emerge the intention for
entrepreneurship, particularly among students who are the future entrepreneur. This becomes
the objective of this study.

Relevant with the context of Indonesia as the largest Muslim country in the world,
entrepreneurship is underdeveloped. According to Global Entrepreneurship Index 2016
(http://www.gemconsortium.org/country-profile/70), Indonesian entrepreneurial intention is
ranked 25 (of 65 countries), and motivation for entrepreneurship is ranked 34 (of 65 countries).
The Indonesia’s position is behind the neighbor countries i.e. Singapore, Malaysia and Thailand.

2 Research Method

2.1 Hypotheses Development
2.1.1 The Theory of Planned Behavior and Entrepreneurial Intention

Theory of planned behavior (TPB) was developed in 1991 by Ajzen [14], which was actually
as an extension to Theory of Reasoned Action [15]. Behavior is not performed mindlessly but
follows reasonably and consistently from the behavior-relevant information and behavior
reinforced by rewarding events and weakened by pushing events, which consisting three
antecedents i.e. (i) Attitude Behavior (ATB); (ii) Subjective Norm (SUN) and; (iii) Perceived
Behavioral Control (PBC) [14]. TPB can be applied specifically in understanding specific
behaviors, such as purchasing behaviors, drinking behavior etc. Many research shows that TPB
can be an effective and influential model for studying and understanding EI [16][17][18].

EI was defined as willingness of individuals to perform entrepreneurial behavior, to engage
in entrepreneurial action, to be self- employed, or to establish new business [19][20][21]. The
intention represents the motivation and conscious effort of an individual to decide [22]. Boulton
& Turner [2] added that becoming an entrepreneur was not a fate but a decision made by
individuals. People still would have intention and determination to become entrepreneur, despite
the difficulties that they may face, for example uncertainties, barriers and financial risks [23].

The entrepreneurship process is a strategically planned sequence of activities encompassing
opportunity identification, evaluation, and execution [24], where intention is a fundamental
requirement for reasoned action [14][15].

2.1.2 Entrepreneurship in Islam and Islamic Work Ethics

Entrepreneurship is the process by which an individual pursues opportunities regardless to
the access to the resources this individual has [25]. Ali & al-Owaihan [12], Ghoul [26],
Ramadani et al. [27] and Vargas-Hernandez, Noruzi & Sariolghalam [28] saw that
entrepreneurship was inherent within Islamic culture, thereby Muslims were encouraged
become entrepreneurs. Entrepreneurial characteristics are founded on principles stated in the
Quran and Hadist [9]. Based on Quran, Islam supports a free-trade, and profit is legitimate if it
is incompliance with Islamic ethics, e.g. not exploits others [29]. For Muslims, economy is as a



tool for spiritual purposes, where prosperity means a good life and help others [30]. Thus, Islam
can be regarded as an “entrepreneurial religion” [10][11] in the sense that it enables and
promotes entrepreneurial activity, i.e., opportunity pursuit, risk-taking and innovation. The
presence of the Islamic culture in the business or entrepreneurship environment is called as
Islamic Work (IWE). IWE is also an attitude towards work as a virtue in human’s lives [13].
Work is considered a source of independence and a means to encourage personal growth, self-
esteem, satisfaction, and self-fulfillment [29].

There is different concept between works ethics as being viewed by western civilization and
IWE. In general, work ethic is the central work processes, which outcome are in from of job
satisfaction, motivation, organizational commitment and work performance [31][32]. Work
ethics is defined as “the bundle of values, beliefs, intentions, and objectives that people bring to
their work and the conditions in which they do it" [33]. According to Ali, from the point of view
western society, the concept of works had evolved which previously were sinful and a burden,
to become a productive activity essential for serving God. However, the its basic goal remains
the same, which is to gain money. On the contrary, in Islam, hard work is not enough, but works
must lead to the enhancement of the well-being, as individuals and society [34].

IWE is defined as ... an obligatory activity and a virtue in light of the needs of man [person]
and a necessity to establish equilibrium in one’s individual and social life. Work enables man
[person] to be independent and is a source of self-respect, satisfaction, and fulfilment. Success
and progress on the job depends on hard work and commitment to one’s job. Commitment to
work also involves a desire to improve the community and societal welfare. Society would have
fewer problems if each person were committed to his work and avoided unethical methods of
wealth accumulation. Creative work and cooperation are not only sources of happiness but are
considered noble deeds, as well” [34].

2.1.3 Islamic Work Ethics and Entrepreneurial Intention

Some research have proposed that individuals’ values will determine EI [5][6]. This view
was supported by evidence, e.g. that a lot of successful entrepreneurs have certain values and
interest regarding entrepreneurship which then enhance the potential drive of EI [7]. Bird [8§]
explained that needs, values, and beliefs of an individual is as the foundations of the intentional
process toward entrepreneurial activity.

Previous research also has shown that some reasons can be as background of the intention
of individuals, which amongst other factors, religion was considered as a core factor. Religion
influences the attitude, values, behaviors of an individual and communities [35][36]; their way
of life [9], and their decision to become entrepreneurs or select their jobs. Thereto, individual’s
values will determine EI [5][6]. Evidence support the view that most successful entrepreneurs
have certain values and interests regarding entrepreneurship [7]. Bird [8] agrees that the
entrepreneur’s personal needs, values, and beliefs was the foundations of the intentional process
toward entrepreneurial activity.

As Islam support entrepreneurship, so Islamic Work Ethics should also encourage
Entrepreneurial Intention. In Islam, the intention, is important, as prophet Muhammad (pbuh)
has said “The reward of deeds depends upon the intention and every person will get the reward
according to what he has intended....” [Sahih al-Bukhari, Volume 1, Book 1, Hadist number 1].
This is aligned with Quran: “Whoever works righteousness, man or woman, and has Faith,
verily, to him will We give a new Life, a life that is good and pure and We will bestow on such
their reward according to the best of their actions.” [Quran: 16:97].



As TPB consist of 3 (three) variables i.e. (i) Attitude Behaviour (ATB); (ii) Subjective Norm
(SUN) and; (iii) Perceived Behavioral Control (PBC), then this study propose hypothesis as

follow:
H1

H2

H3

H4

H5

He6

H7

There is relationship between Islamic Work Ethics (IWE) and Attitude Behavior
(ATB)

There is relationship between Islamic Work Ethics (IWE) and Subjective Norm
(SUN)

There is relationship between Islamic Work Ethics (IWE) and Perceived Control
Behavior (PCB)

There is relationship between Attitude Behavior (ATB) and Entrepreneurial
Intention (ENI)

There is relationship between Subjective Norm (SUN) and Entrepreneurial
Intention (ENI)

There is relationship between Perceived Control Behavior (PCB) and
Entrepreneurial Intention (ENI)

There is relationship between Islamic Work Ethics (IWE) and Entrepreneurial
Intention (ENI)

The study also identifies some indirect relationship, whereby some variables become
mediating variables. The hypothesis is:

H8

H9

H10:

Attitude Behavior (ATB) is mediating variable for the relationship between Islamic
Work Ethics (IWE) and Entrepreneurial Intention (ENI)

Subjective Norms (SUN) is mediating variable for the relationship between Islamic
Work Ethics (IWE) and Entrepreneurial Intention (ENI)

Perceived Behavioral Control (PBC) is mediating variable for the relationship
between Islamic Work Ethics (IWE) and Entrepreneurial Intention (ENI).

Thereby, the conceptual model of this study, can be drawn as follow:

H7

H8

Picture 1. The Conceptual Model



2.2 Research Methodology
2.2.1 Research and sampling design

This study uses a quantitative approach, as it is among other time saving and cost effective.
The target population is undergraduate students from universities in Jakarta, Indonesia. Since it
is difficult to obtain comprehensive sampling frame, this study uses the convenience sampling
method. The final sample is composed of 150 students, which is acceptable for SEM [37][38].
An analysis of the demographic profile of respondents shows that the majority of the students
(64%; n=96) are female. In terms of age, there were more respondents between 22 and 23 years
of age (33%;N=50), between 23-24 years of age 30% (n=40), followed by those who are 21
years and younger (25%; n=37), and those whose are 25 years and above 15% (n=23).

2.2.2 Data collection and analysis

This research uses self-administered questionnaire, sent to 170 respondents in the period of
June to Auguts 2019. At the end, totally 150 respondents have filled fully and sent back the
questionnaire. The instrument used by this study was adapted from previous studies. For IWE
is adapted from Rokhman [39] and regarding TPB is adapted from Autio et. a/ [40]. All original
instruments were firstly developed in English. In order increase the comprehension of the
respondents, the original instruments are translated into Bahasa Indonesia (Indonesian
language), follow the procedure set by Forsyth et al. [41]. The instrument use 5 (five) scales of
Linkert.

Data are analyzed using SPSS version 22.0 and AMOS version 22. Descriptive statistics are
used for analyzing the demographic profile of respondents. Following recommendation from
Anderson & Gerbing [37], two stages data analysis is conducted. Firstly, using confirmatory
factor analysis (CFA) to assess the measurement models, then followed by simultaneous
assessment of the measurement and structural models

3 Findings and Discussion

3.1 Assessment of Measurement Model

The test of validity and reliability is conducted. Using Amos version 22, to perform
Confirmatory Factor Analysis, it is found that loading factor of all instruments is more than 0,5.
It is also found that construct reliability is larger than 0,7 and the average variance extracted
(AVE) is more than 0,5. Thus, as according to Ghozali [38], all instrument can be regarded as
valid and reliable.

3.2 Assessment of structural model

Maximum likelihood estimation has been satisfied with the fulfilment some assumption. In
regards with sample size, this study is used 150 respondents, which is acceptable for SEM
[37][38]. The data is regarded as normal distribution since critical ratio (CR) for the kurtosis
and skewness lay within -2,58 to +2,58. In addition for multivariate outliers, using criterion for
Mahalanobis Distance, no data can be identified as outliers. For degrees of freedom (DF), the



model is categorized since the value of DF is 457. Lastly the goodness of fit of the model being
used by this study is considered fit, as shown on table 1.

Table 1. Goodness of Fit Index of the Model

Goodness of fit index Cut-off value Research Model Assessment

Significant probability >0.05 0,000 Marginal
RMSEA <0.08 0,057 Fit

GFI >0.90 0,784 Marginal

AGFI >0.90 0,751 Marginal
CMIN/DF <2.0 1,490 Fit
TLI >0.90 0,940 Fit
CFI >0.90 0,945 Fit

The full model of this study is as follow:

chi-Square=681,095

Probabilitas=,000

31 29 25 15 RMSEA=,057
%} % % % GFI=,784
AGFI=,751
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Picture 2. The Full Model as output of AMOS 22.

The result of test of hypothesis HI to H7< which test direct relationship of two variables, is
as follow:

Table 2. Hypothesis Assessment — Direct Relationship

Hypothesis Path Estimate | S.E. C.R. P Assessment
Hl ATB <--- IWE .553 091 | 6.072 | 0.000%** Accepted
H2 SUN <--- IWE 528 088 | 6.032 | 0.000%** Accepted
H3 PBC <--- IWE .553 081 | 6.851 | 0.000%** Accepted
H4 ENI <--- ATB .199 077 | 2.595 0.009** Accepted
H5 ENI <--- SUN 218 085 | 2.546 0.011%* Accepted




Hypothesis Path Estimate | S.E. C.R. P Assessment
H6 ENI <--- PBC 311 109 | 2.853 0.004** Accepted

H7 ENI <--- IWE 187 072 | 2.597 0.009** Accepted
Note: *p<0.05; **p<0.01; ***p<0.001.

HS8 to H10 are hypotheses with one variable as mediator between two variables.

Table 3. Hypothesis Assessment — Indirect Relationship

Hypothesis Path Sobel Statistic
HS ENI <--ATB <--- IWE 2.351466 Accepted
H9 ENI <--SUN <--- IWE 2,331076 Accepted
HI10 ENI <--SUN <--- IWE 2,608842 Accepted

Note: *p<0.05.
3.3 Discussion of Research Finding

This study confirms that TPB can predict the EI, consistent with many previous studies
[18][17][16][42].

The most significant contribution of this study is providing evidence regarding the role of
IWE to drive all variable of TPB, i.e. PCB, SUN and ATB. As indicated by Hayton & Cholakova
[43], this study has shown there is a deep assumption underpinning intention, in this regard,
IWE. Prabhu ef a/ and Shinnar et al underline that mental prototypes will be needed on the
formation of EI. Whereby, IWE has encouraged Muslims to see entrepreneurship as one way to
carry out the teaching of their religion (Islam).

The prophet Muhammad (pbuh) once said “The best of people is those who benefit others”
[al-Mu’jam al-Awsat, Hadist number 5937, grade Hasan] and “.... He should work with his
hands so that he may benefit himself and give in charity.” [Sahih Bukhari, Volume 8, Book 73,
Number 51]. These two instructions give dimensions if IWE the linkage the linkage of IWE
between the aspiration of individual and society, between work and prosperity, and between
spirituality and ethical conduct. The value of work, however, lays on the persistently exploring
new ways for discovering how create the happiness and prosperity of for the individual and the
society. Those who engage in work are driven by a divine calling to serve people and to do what
is good for the rest of the population explore and take advantage of.

IWE is not an absurd concept. Al-Aidaros, Shamsudin & Idris [44] argue, IWE is moderates
and yet realistic. IWE consider the capabilities of human as Allah knows the strength and
weaknesses of human. It is not only religious morality in certain actions but cover the aspect of
physical, spiritual, intellectual and emotional, individual and collective [45].

4 Conclusion and Future Research Direction

4.1 Conclusion

Scholars agree that entrepreneurs are made and intentional based. It has relationship with
individual’s values or culture. As for Moslem, the individual culture, is in form of Islamic Work
Ethics (IWE), which should support entrepreneurship.



While this study confirms the result of many previous studies that Theory of Planned
Behavior can consistently predict the Entreprencurial Intention (IE). The study also provide
evidence regarding the role of IWE to drive all variable of TPB, i.e. Attitude Behavior (ATB),
Subjective Norm (SU) and Perceived Control Behavior (PCB). This study has proved that there
are underlying assumptions underpinning intentions thus IWE will be able to encourage
Muslims to see entrepreneurship as one way to carry out the teaching of their religion (Islam).

4.2 Future Research Direction

This study is also support the recommendation of Fayolle and Linann [46] concerning the
future research opportunity of Entrepreneurial Intention (IE), which among other look for the
role of personal-level variables in the configuration of EI. In this regard, personal-level variables
may consist of many variables and should be interacted among others. For example, IWE, as
this study has given solid proved of its role, the next inquiry will be what the process needs to
strengthen IWE.
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