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ABSTRACT

Halal products might become a new opportunity in international business.
Particularly, the availability of such products is a crucial need for Moslems and the
government should provide it for them. This study aimed to investigate various
problems of proposing halal certification for food industries, especially in East java. It is
a field research that involves several informants including LPPOM MUI, Department of
Industry and Commerce, and food enterprises in East Java. The result showed that some
problems emerged in case of halal certification. The actors of food industries seemed to
merely see this certification as a licensing. In addition, the limitation of human
resources and a perception that the process of halal certification was costly turned into
some obstacles in conducting halal certification.
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1. INTRODUCTION

The population of Moslems in Indonesia has reached 89% of the total inhabitant of the
country [1]. This huge number brings its own cfflice to business, particularly to halal-
based industry [2]. Based on the database of State of the Global Islamic Economy,
Indonesia is on the first place of Moslem consumers that consume halal food [3]. They
uphold the syari’ah values in every aspect of life, including in economy and business
[4], [S]. One of the indicators is their consideration of only consuming halal products as
their tenet of Islam [6]. The term halal in Al-Qur’an refers to being allowed [7]-[9]. Its
opposite is haram [10], [11]. Quantaniah, et al., argued that religions play one of the
most influential roles in food selection [12]. From Islam perspective, the issue of halal
and haram is quite fundamental for Moslems [13], [14].

Halal products increasingly become a new trend in international business [15].
The availability of halal products is a fundamental need for Moslems, and thus, the
government should take it into account given that halal business holds high commitment
on religion [16]. The development of halal products keeps growing, not only on its
business value but also its broader expansion in several continents. Along with the
increasing number of Moslem consumers, economic standard, and their education level,
the trend of demand on halal products keeps increasing as well.

This development seems to be both an opportunity and challenge for businessmen
and producers in order to meet the standard of halal. Hence, it needs their very strong
willing and adequate insight into halal production system, halal ingredients, halal
guarantee, and any related matters. Therefore, the consideration on halal should be put
into a marketing strategy in order to give satisfaction for Moslem consumers.

On the other hand, the progression on science and this current sophisticated
technology have come into every aspect of life, thus, the things that had not been
recognized and might not even be imagined some years ago are now coming true. One
progression that needs to take into account is on food, medication, and cosmetics




businesses. In some years ago, those three fields did not see the issue of halal and
chastity as matter. However, it does matter now, especially for Moslems.

This phenomenon may raise several hesitancies; whether the products are allowed
to consume or not. Such hesitancy is not too much, especially for Moslem as the issue
of halal and chastity should be highly considered on things they consume and use for
the sake of their religious tenet.

B
2. METHODOLOGY
This study is a field research conducted in halal certification organization LPPOM MUI
(The Assessment Institute For Foods, Drugs And Cosmetics Indonesian Council Of
Ulama) East Java and SMEs (Small and Medium Enterprises) for food products in East
Java, particularly for halal-certified and not-certified products, as well as other related
areas. For data collection, it used observation, interview, and documentation. This study
is also qualitative as the data analysis is verbal-descriptive [17].

In general, the object of this study was a halal certification organization, LPPOM
MUI East Java and SMEs of food products in East Java. The studied SMEs involved
UD. Makmur Ds. Sukorame Kec. Gandusari Kab. Trenggalek, UKM Plemben J1. S.
Hasanudin 224 Kab. Trenggalek, UKM Ne-Vista Ds. Tanggung Gunung Kec.
Tanggung Gunung Kab. Tulungagung, UKM Kopai Osing HOS Cokroaminoto 93
Kabupaten Banyuwangi, dan Omah Kopi Dsn Krajan RT. 02 RW. 02 Ds. Telemung
Kec. Kalipuro Kabupaten Banyuwangi, dengan UKM Dua Putri Jl. Rinjani Gg.
Cempaka Singotrunan Banyuwangi, dan Maneer Deles JL. Imam Bonjol NO. 12
Tukang Kayu Banyuwangi.

As the data had been collected, it turned into data analysis. At the first stage, the
author implemented a content analysis. Besides, a synthesizing analysis, which sought
to carefully examine any growing issues on halal certification. In order to seck for trust
or factual truth over the findings, the author might have three stages, as follow.

1. Conducting data triangulation through several steps, including:

a. Triangulating the data resources by seeking for as much as data from many
informants, involving any parties that directly engaged with the
empowerment of SMEs for food products through halal certification.

b. Triangulating the investigators by the author self through as much as data
collection from many informants.

c. Triangulating the methods of data collection by applying many data
collection methods (including observation, interview, and documentation).

d. Triangulating the theories by examining some relevant theories, as it used
plural theories, not single one.

2. Conducting peer-debriefing. It was an investigation to peers through discussion
in order to analyze the findings.

3. Conducting member check and audit trial. Member check took some participants
or subjects to review the report of findings. Audit trial involved an expert that
carefully looked into the detail of data collected in order to confirm and verify
the truth.

3. DISCUSSION

3.1 The Process of Halals Certification of Food Industry in Indonesia

Before proposing a halal certification, enterprises should see the requirements of having
halal certification as mentioned in HAS 23000. It is a document that contains any




requisites of halal certification of LPPOM MUI. HAS 23000 consists of two chapters.
Chapter (1) sets the Requisites of Halal Certification that contains the Criteria of Halal
Guarantee System, and Chapter (II) sets the Requisites of Halal Certification that
contains the Policies and Procedures [18].

In order to guarantee that their products are halal, every enterprise with halal
certification has to implement Halal Guarantee System (HGS) as the Standard of HAS
23000 from LPPOM MUIL. This HGS is under an internal management team of halal
which primary function is to maintain the halal status based on the divisions of each of
enterprises. This team consists of several divisions engaged in critical activities and they
have competence to keep the halal status on the the ingredients the process of
production, and the facility used. Some stages of proposing halal certification are as
tfollow.

Preparing any required documents for halal certification.
Having registration for halal certification
Pre-audit
Paying halal certification fee.
Audit scheduling
Audit implementation
Laboratorium analysis
Meeting of Auditor and Fatwa Committee of MUI
The establishment of Halal Certificate
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3.2 Halal Certification of Food Industry in East Java

In order to provide guarantee that a kind of food is halal and well consumed for people,
particularly Moslems, MUI (Council Of Ulama) makes a policy by organizing a body
for foods, medication, and cosmetics analysis; LPPOM. It functions to control and
examine a product of foods, medications, and cosmetics before proposing a suggestion
to Fatwa Committee to establish a Halal Certificate toward the products that meet the
criteria of halal. However, LPPOM MUI is passive as it only investigates a product due
to the demand from a producer wanting to make their products considerably halal. It
happens as Act No. 33 2014 has not been implemented.

In simple way, the certificate of halal established by LPPOM MUI East Java is
based on a producer’s application, and then the audit on documents, ingredients,
location, and process of production will H§jconducted. Based on the audit report, the
fatwa committee of MUI may define the halal status of a food product. The validity
period of this certificate of halal is two years. The certificate of halal for import meat is
valid in its every shipping.

This far, LPPOM MUI East Java has provided the certificate of halal for food
industry in East Java territory, both regular and government-cooperated. This
cooperation with government instances such as Department of Industry and Commerce
is specific for SMEs that need help and assistance for the halal status of their food
products.

The data in 2011 and 2015 showed that the number of SMEs’ products with halal
certification cooperated with government instances had reached 4.946 products. This
number defeated the ones asking for halal certification through regular way. However,
the number of enterprises having halal certification with regular procedures (1.378
companies) is bigger than ones having halal certification cooperated with government
instances (951 companies). It is in accordance to the following data.




Table 1. Data of Halal-Certified SMEs

Quantity SH Quantity Of Product Enterprises
Tah
un Reg Smes Total Reg fME Total Reg EME Total
2011 233 130 363 4649 775 5424 203 130 333
2012 307 165 472 3816 606 4422 241 159 400
2013 325 29 354 13531 129 13660 325 29 354
2014 376 275 651 5897 1496 7393 292 274 566
2015 496 375 871 8348 1940 10288 317 359 676

Jumlah 1737 974 2711 36241 4946 41187 1378 951 2329
Source: Document of LPPOM MUI East Java, 2016

Considering the number of halal-certified products, it showed that many food
products have no halal certification yet. Therefore, Act No. 33 2014 mentioning that the
products spread and sold in Indonesia smhould have halal sertification may immediately
be implemented. However, it may raise problems for food companies, particularly the
ones in SMEs. They have limitation in financial and human resources. On the other
hand, the government should empower SMEs, given that many human resources may
involve, and thus, the attempt of alleviating poverty in Indonesia can be reached out.

Although the facility of halal certification from LPPOM MUI cooperated with
government instances, particularly with Department of Industry and Commerce in both
provincial and regency levels, has been provided, it is still in case of certification only.
The SMEs thought that it has completed if they have already had the certificate of halal.
However, it is not the end of the journey. The halal certification requires a sustainable
process, and the most important is how to maintain the quality of their products,
especially its halal status.

3.3 Facilitation of Halal Certification for Food Industry in East Java
The facilitation of halal certification from LPPOM MUI cooperated with the
Department of Industry and Commerce East Java has several stages, as follow.

a. Recruitment of Participant

The provision of small industries having facility of halal certification for SMEs in
East Java was from the Department of Industry and Commerce East Java based on the
suggestion from all the Departments of Industry and Commerce across the province of
East Java.

b. Audit for Halal certification
This stage was conducted in November 2016 and involved 20 auditors from
LPPOM MUI East Java. They were spread out across the SMEs: two auditors for each.
The process of auditing involved:
1) Auditor team from LPPOM MUI would investigate the documents and forms of
application for halal certification.
2) When it was considerably adequate, a direct investigation would be conducted
on location of production.
3) The investigation was conducting during the process of production




4) The investigation involved the whole process of production; from purchasing,
storage, producing, administration, formula.receipt, final product, human
resources, etc.

5) Sampling for analysis (if needed).

c. The Standard of Halal by LPPOM MUI

1) The ingredients should be halal in accordance to the result of Fatwa of MUI

2) The process of production was designed to prevent any cross-contamination
from any haram-based substances or facility of producing non-halal-certified
products; the distribution including a display facility should be free from any
pork-based contamination and its kinship.

3) Companies should have a good administration and documentation systems to
make the investigation easy to conduct.

4) Companies should design and implement Halal Guarantee System (HGS).

5) Companies should maintain their HGS by having sustainable improvement.

d. The General Standard of Halal on Ingredients Used
1) No pork or its kinship
2) No alcohol (khamr) and its kinship
3) Animal-based ingredients should be from halal resources and slaughtered based
on the rule of Islam (proved by the certificate of halal from a certification body
recognized by MUI)
4) No haram-based ingredients such as carrion, blood and any parts of human body.

e. Discussing the Audit Report and Fatwa Committee Meeting

The audit report was discussed in a meeting or Auditor Team along with the
Fatwa Committee of MUI East Java. The result of the discussion showed that some
audited SMEs might have a certificate of halal, while some others might have a memo
for a meeting of Fatwa Committee of MUI East Java due to particular unqualified
matters such as its unclear basic ingredients, the questionable process of production in
case of its halal status, and any other issues the Fatwa Committee of MUI had defined.
The unit of SMEs with such memo would be coached by LPPOM MUI East Java during
6 months in order to make their ingredients and production space might meet the
requirement of halal certification. If the enterprise did not attend the memo in 6 months,
they should be re-audited with their own-pocket money.

f. The Establishment of Halal Certificate
Based on the result of discussion by LPPOM MUI expert team and Fatwa
Committee of MUI East Java, qualified SMEs would have halal certification.

3.4 Obstacles on Proposing Halal Certification for Food Industry in East Java
In facilitating halal certification for SMEs in East Java, some obstacles that need to be
considered are as follow.

SME:s still see that the halal certification is an license

This assumption makes them tend to underestimate the substance of halal
certification, through which providing guarantee of halal over their products. This
guarantee is a part of producers’ attempt to provide satisfaction toward their consumers,




as one of their business goals is to create and maintain their consumers. Therefore, the
company should treat their consumers as well as possible, making them satisfied and
keep consuming their products.

The actors of SMEs are reluctant to have halal certification.

The nature of halal certification is optional and non-mandatory since 1989 until the
establishment of Act No. 33 2014 about Halal Product Guarantee. It is because the
nature of hald# certification is temporarily optional or non-mandatory, and the
understanding on the importance of halal consumption and halal certification for
industries and public is still less. In the part of public, the awareness to select halal-
certified goods is still defeated by lower prices. Furthermore, the uncertainty of law and
penalty for any parties of business violating the rule (e.g., promising that their products
are halal and put the logo of halal on their label although it is fake) may put their
consumers into disadvantageous situation and causes a public falsehood.

The Limitation of Human Resource

The actors of SMEs have limitation on human resources to develop their halal
supply chain. SMEs’ human resources are still less and with chaotic division of tasks,
making them often ignore the availability of halal guarantee system, and thus, the
requirement of halal certification is hard to be optimally implemented. Some
companies, therefore, often encounter some technical issues on auditing and the
implementation of halal guarantee system. One example of technical problem the
auditors often encounter is on the investigation of ingredients used; both basic and
supporting ingredients. The SMEs usually purchase ingredients based on their needs
only, and the purchasing is directly conducted on stores without having any suppliers or
agents, thus, it is hard to find their document of halal. In addition, the purchasing is
often in the form of bulk or retail, causing difficulty to track the ingredients. Whereas,
the auditors need a complete relevant document along with the status of ingredients to
do an investigation for halal certification. Particularly for processed meats, the SMEs
may feel difficult to get meats with a very clear status of halal as they often take it from
traditional markets with questionable status of halal. The implementation of halal
guarantee system is not yet optimal due to the administration matters such as SMEs’
less documentation and archieves, given the limitation of human resources, both quality
and quantity.

A groufifbf SMEs should have a good supply chain to do their tasks [19].
Innovations EZ§maintain the integrity of halal status along with the supply chain are
fundamental to satisfy the increasing demand of halal products [20]. Logistic enterprises
should take the existence of Moslem employees into account to facilitate the
organization of halal logistic [21].

A perception that the process of halal certification is costly

This perception arises due to erroneous information from other enterprises or the
third party that provides services for halal certification. The halal certification seems
costly compared to other licensing such as Business License, Certificate of Company
Registration, Certificate of Industry Registration, and Certificate of Home Industry for
Food Production, etc. The cost of having halal certification is high as the expenses are
all charged to the company, including any other additional costs such as transportation,
accommodation, and consumption for audit. However, comparing to other certification
of quality such as ISO, HACCP, SNI, and etc., the cost for halal certification is




considerably cheaper. Besides, LPPOM MUI East Java has its own rule to implement a
cross-subsidy system. By implementing this system, SMEs would be subsidized by big
companies, of course based on particular criteria such as the omzet, the number of
employees, the marketing areas, and so on.

4. CONCLUSION

Both central and local MUI (Council Of Ulama) have organized LPPOM MUI; central
and provincial LPPOM MUI, to conduct halal certification. This certification, with its
halal guarantee system, aims to provide guarantee for consumers in case of halal-based
products.

This far, the process of certification in Indonesia is still optional and self-financing.
It is still mostly conducted by big companies, and less from SMEs as the SMEs’
awareness on the importance of halal certification is still low, in addition to their
financial limitation.

The facilitation of halal certification for SMEs from the Department of Industry and
Commerce in East Java clearly brings a huge benefit, both for the SMEs itself and
consumers. In the part of food SMEs, this activity may improve the quality of their food
products, especially on the aspect of halal, and thus making them able to compete with
big industries which independently apply a halal guarantee system for their products
through halal certification. In the part of consumers, especially Moslem consumers, it
brings convenience and tranquility for consumers to consume SMEs’ products.

According to the discussion, some recommendations may reveal from this study.
First, it needs sustainable education, communication, and information that particularly
deal with the urgency of halal certification for SMEs. Second, given the importance of
socialization, LPPOM MUI East Java may apply a clear policy that companies not
attending the socialization will not be participated in certification program, including
those targeted by the department of industry. To reinforce the policy of LPPOM MUI,
therefore, it needs a recommendation from the Department of Industry and Commerce
East Java. Third, it is necessary to do assistance for SMEs proposing halal certification,
from document preparation up to the establishment of halal certificate by MUI, and
even after the establishment of the certificate.
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