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ABSTRACT

The global halal industry has shown significant development, and
Indonesia has become one of the countries with great potential.
This study aims to identify opportunities and challenges in
developing the halal industry in Indonesia. This research uses a
qualitative approach. Data sources used in the form of secondary
data, which comes from library sources—technical analysis of data
using the SWOT analysis approach. The results showed that the
development of the halal industry in Indonesia included several
sectors, namely the food and beverage sector, tourism, fashion,
media and recreation, pharmaceuticals and cosmetics, and
renewable energy. Based on SWOT analysis, it was found that
there are strengths, weaknesses, opportunities, and challenges in
developing the halal industry in Indonesia. Thus, in the future,
to improve the halal industry in Indonesia, it is necessary to
optimize the synergy of various elements ranging from the
community, industry players, government, financial institutions,
associations, academics, and educational institutions, as well as
other related parties.

@2020 Journal of Digital Marketing and Halal Industry

assurance and living standards (Anggara, 2017;

Introduction

Pratisti & Maryati, 2019). Muslims choose the
guarantee of halal products and services as a

The development of the global halal industry
experienced significant development (Hamid
et al., 2019). This development does not only
refer to countries with a Muslim majority but
also minority countries (Adha et al., 2017;
Haryani et al., 2017). Halal labelling is a global
concern, especially for product quality

form of adherence to religion, while for non-
Muslims, the reasons are in the form of
guarantees of cleanliness, safety, quality carried
out from the beginning to the end
(Nurrachmi, 2018). Various sectors that are
developing rapidly in the halal industry
include the food sector, finance, travel,

* Corresponding author. email: ferrykhusnulmubarok@walisongo.ac.id

DOI: http://dx.doi.org/10.21580/jdmhi.2020.2.1.5283

55|Page



Journal of Digital Marketing And Halal Industry

Vol. 2, No. I (2020) 55-64

fashion, cosmetics and medicine, media and
entertainment, healthcare, and education (Ab

Talib & Hamid, 2014).

The tendency to choose an Islamic lifestyle is
still growing (Tieman & Darun, 2015). This
growing trend is not only related to Muslim
consumers choosing food products that are
following Islamic demands, namely meat,
milk, and other processed products. Now it
has grown for clothing, cosmetics, real estate,
restaurants, hotels, Islamic banking, then to an
integrated Islamic school (Johan, 2018). The
high growth of Islam in the world of Indonesia
and its young adherents, as well as the
increasing purchasing power of young Muslim
consumers, has become a new wave affecting
the business world (Tri Ratnasari et al., 2019).
The State of the Global Islamic Economy
report ranks Indonesia first for halal food
product consumers, which is $ 154.9 billion
(State of The Global Islamic Economy: 2018).
However, the Indonesian government has not
been able to maximize the market potential
because Indonesia is still ranked 10th in the
category of halal food producers.

Indonesia is a country that has the largest
Muslim population in the world (Norafni
Farlina et al., 2013). Based on data from The
Pew Forum on Religion & Public Life, the
number of Indonesians who are Muslim is
209.1 million people or 87.2 percent of the
total population of Indonesia. That number
represents 13.1% of all Muslims in the world.
While globally, the entire Muslim population
of the world will increase from 1.6 billion
people in 2010 to 2.2 billion people in 2030.
Indonesia, which is the country with the
largest Muslim population in the world, spent
the U.S. $ 218.8 billion for the Islamic
economic sector in 2017. Therefore, Indonesia
has the potential to become the country with
the most extensive halal product in the world.
But Indonesia has not been able to maximize
the market potential. This is evident from
Indonesia, and It appears that Indonesia has
not been ranked in the top 10 for the category
of halal food producers in the State of The
Global Islamic Economy (2018).

Table 1. Indonesia's Position in the Development of Halal Industry

Noo HahlFood  pime HalTewel EOR HR e Conmetic
1 UAE Malaysia UAE UAE UAE UAE

2 Malaysia Bahrain Malaysia Indonesia Singapura Malaysia

3 Brazil UAE Turki Singapura Qatar Singapura

4 Oman Saudia Indonesia Malaysia Malaysia Jordan

5 Jordan Kuwait Maldives Tukey Lebanon Pakistan

6 Australia Qatar Thailand China Bahrain Brunei

7 Brunei Pakistan Tunisia Italy United Kingdom Egypt

8 Pakistan Oman Azerbaijan France Germany Saudi Arabi
9 Sudan Jordan Jordan Bangladesh France Bahrain

10 Qatar Indonesia Albania Srilanka Brunei Azerbaijan

Source: The State Global Islamic Economic Report 2018/2019
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Research on the halal industry has been widely
carried out; a study from Ismoyowati (2015)
states that one of the factors influencing
people's consumption behaviour is halal
aspects. Thus, the halal element becomes an
essential part of the development of the
industry going forward. Waharini &
Purwantini (2018) concludes that the halal
food industry in Indonesia has enormous
potential, and even ranks first as a halal food
consumer in the world. The research of Mei et
al., (2017) states that halal food supply chains
ranging from raw materials to ready-to-eat
ingredients or starting from the agricultural
process to how to cook them, to ensure that
halal integrity is needed. Besides that, to be a
leading sector of the halal industry, Indonesia
must have a security system in the halal food
trade route, the system is commonly known as
Security Strategies and Non-Tariff Barriers
(NTBs) (Ratanamaneichat & Rakkarn, 2013).
This study aims to identify the development of
the halal industry in Indonesia, identify the
strengths, weaknesses, opportunities, and
challenges of the halal industry in Indonesia,
and identify strategies for developing the halal
industry in Indonesia.

Literature Review

The concept of halal in basically is not only
related to food and drink but more than that,
the idea of halal-haram applies in various
aspects (Haleem, 2017). Halal-haram deals
with the law on a matter, whether something
is permissible or not, prohibited or not
prohibited. In Islam, the halal-haram
provisions are expressly conveyed, both
through the Qur'an and Al-Hadith. In the
Qur'an, the verses that mention the word halal
are not small, for example, in the Q.S. Al-

Baqgarah verses 168, 172, 187, 275; Q.S. Ali
Imran verses 50, 93; Q.S. An-Nisa verse 160;
Q.S. Al-Maidah verses 1, 4, 5, 87, 88, Q.S. An-
Nahl verses 66-69, 114-115; Q.S. Thaha, verse
81; Q.S. AlHajj verses 27-28; Q.S. Al
Mukminun, verse 51; Q.S. Yasin verses 33-35,
71-73, Q.S. Al-A'raf, verse 157, etc.

Based on these verses, the definition of halal
and haram is apparent, where everything good
(body, mind, and soul) is lawful, whereas
everything that brings danger (body, reason,
and soul), then the law is haram (Omar et al.,
2012). Halal-haram for Muslims, this relates to
how the impact on life today and also life after
death (Anismar et al., 2018). In other words,
for halallharam Muslims is related to
maintaining  health and  maintaining
obedience. Meanwhile, for non-Muslim, halal-
haram is only related to how aspects of life in
this world are fulfilled, without regard to how
it will be in life after death (Park & Jamaludin,
2018).

Halal and haram in various matters are related
to whether or not something is prohibited (Al
Kwifi et al., 2019). Thus the halal industry is
an activity to process or process goods or
objects by Islamic regulations (Baharuddin &
Kassim, 2015). The purpose of the halal
industry, according to Law No. 33 of 2014
concerning Guaranteed Halal Products, is that
the State provide protection and
guarantees about the halal status of a product.
Article 1 of the Law, referred to as halal
products, includes "goods and or services
related to food, beverages, medicines,
cosmetics, chemical products, biological
products, genetic engineering products, as well
as used goods that are used, applied or utilized
by the community. " Meanwhile, according to
the State of the Global Islamic Economy
(2018), there are six sectors in the Halal

must
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industry, including "food and beverages,
clothing, halal tourism, entertainment and
media, pharmaceuticals and cosmetics. In the
future, we need a precise definition, where the
halal industry is not only limited to halal
products, but also lifestyle. Based on the
report of the Ministry of National
Development Planning (2019), the halal
industry sector in Indonesia includes food and
beverages, tourism, fashion, media and
recreation, pharmaceuticals and cosmetics,
renewable energy, and support of Islamic
financial institutions.

Research Method

This study uses a qualitative approach, namely,
by describing the development of the halal
industry in Indonesia, starting from the
strengths, weaknesses, opportunities, and
challenges, as well as its development strategy.
The data source used is secondary data. Data
collection techniques using library search.
Library search in the form of books, research,
websites, and other relevant library sources.
Data analysis techniques used a descriptive
approach through the SWOT Analysis
method.

Result and Discussion

Development of the Halal Industry in

Indonesia

Indonesia is a country with the majority
Muslim population in the world. This has
become one of the strengths for Indonesia to
a leading global halal industry.
Potential sectors to develop in Indonesia
include food and beverages, tourism, fashion,
media and recreation, pharmaceuticals and
cosmetics, and Islamic finance.

become

The first sector is food and beverages. In this
sector, especially in Indonesia is Indonesia's
superiority, this is due to the dominance of
the population, especially in areas that are
predominantly Muslim. Various types of food
and beverages typical in very diverse regions
are also a separate opportunity for Indonesia.
Based on data from the Central Statistics
Agency (BPS), the food and beverage industry
is one sector that has a significant
contribution to the processing industry sector.
This can be seen in the contribution of this
sector to the Gross Domestic Product. In
addition, halal-certified products in Indonesia
have also increased.
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Figure 1. Development of a halal-certified company
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The second sector is tourism. In Indonesia,
tourist destinations are also available quite a
This is because
Indonesia is a country that has 17,508 islands,
so it has a wvariety of potential tourist
attractions. Attractions both on land and in
the sea are not few, besides that the appeal of
Indonesia also refers to the richness of local
culture. Besides general tourist destinations,
religious-based tourism is also quite developed;

lot with various choices.

for example, walisongo pilgrimage, mosque
tours, and various other halal tourism areas.
To support this sector, it is necessary to have
good transportation facilities (air, sea and
land), hotels and accommodations, restaurants
and cafes, as well as travel and tours.

The third sector is fashion. The development
of the fashion industry in Indonesia began in
2010 and continues to grow until now. This is
indicated by the high market demand, so that
it raises various things such as designers,
exhibition events, to events with the theme of
fashion. In the global sphere,
Indonesia is even ranked 2nd in the top 10
indicators of the Muslim fashion sector.

Islamic

The fourth sector is the media and recreation,
and the sector is currently one of the creative
economy subsectors that have potential. The
growth of film, animation, and video has
increased significantly. This increase was also
one of them as a result of the existence of the
Covid-19 pandemic. However, in the context
of halal-based media and recreation is not yet
optimal; this is indicated by the lack of public
interest in religious-based films.

The fifth pharmaceuticals and
cosmetics. In this sector is a sector that has
good potential. This is
pharmaceuticals and cosmetics become one of
the fundamental needs in the current era.
Indonesia based on the State of Global Islamic

sector is

because

Report in 2018, became the 4th largest
country as the country with the highest
consumption of pharmaceutical products.
From the cosmetics sector, Indonesia is the
second country with the largest amount of
consumption after India. The
consumption trends of these two things
continue to increase from year to year.

cosmetics
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Figure 2. Global Muslim Consumption of
Pharmacy and Cosmetics in U $ D

The last sector is the Islamic financial sector.
This sector is one of the determining factors in
the smooth running of funding and capital,
especially for halal industry players. This is
because to be able to develop the halal
industry sector requires funding or financing
that is easy and inexpensive, and also requires
effective and efficient operations. The Islamic
financial institutions that can be developed
and are expected to be able to contribute to
the progress of the halal industry in Indonesia,
including Sharia Banking, Islamic Capital
Markets,  Sharia ~ Non-Bank  Financial
Institutions, Philanthropic Institutions, and
other financial institutions.

SWOT Analysis of the Halal Industry in

Indonesia

The development of the halal industry in
Indonesia is quite significant. However, the
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right strategy is needed to develop the
industry. So that Indonesia's opportunity to
become a leading sector in the global halal
industry can be realized. To achieve this,
identification needs to be started from

strengths, weaknesses, opportunities and
challenges so that the strategies implemented
are able to run optimally. The SWOT analysis
of the halal industry in Indonesia can be seen
in table 2.

Table 2. SWOT Analysis of the Halal Industry in Indonesia

Strenght

Weakness

e Government support in the halal industry

e The existence of a certification body that
has survived

e Significant halal product campaigns

e Significant halal trends from various sectors
not only Muslims but also non-Muslims
especially in the food and beverage sector

e Various institutions and institutions of
higher education have the potential to
become centres of innovation

e The low awareness of industry players and

the public about the importance of halal
aspects.

e The lack of cooperation between the same

industry sector.

e DPolicy framework and product guarantee

protection that are not yet established

e Lack of halal-certified companies

e Sharia economic and financial
developments
Opportunities Treatment

e The largest Muslim population in the world

e Increased demand for halal products and
services

e ASEAN Free Trade Area (AFTA)

e Global halal trade potential

® The use of IT in online trading

e Investment opportunities in halal-certified
industries

e Various research studies that lead to the use
of halal products

e Various countries, both Muslim and non-

Muslim, develop the halal industry

e Product quality that does not yet have

competitiveness

e The rampant non-halal products and the

circulation of non-halal materials

e Low awareness about the use of non-halal

materials, especially for small scale
producers

e There is no uniform halal standardization
e SARA issues are still quite strong

Development Strategy for Halal Industry in
Indonesia

Based on a SWOT analysis of the halal

industry in Indonesia, the strategy to optimize

the halal industry in Indonesia is to strengthen
various sectors and also improve the synergy of
all elements. The strategies that can be carried
out include the following:
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a. Improve socialization and education about
the importance of halal certification to the
people of Indonesia and industry players,
both small and large.

b. Strengthening legal certainty

c. The government needs to optimize plans
and disseminate information on halal
industrial areas to improve the quality of
Indonesian halal products.

d. They are increasing the quality of
Indonesian halal industry products in
order to compete in the domestic and
international markets.

Conclusion

Based on the results and discussion, it can be
concluded that the development of the halal
industry in Indonesia includes several sectors,
namely the food and beverage sector, tourism,
fashion, media and recreation, pharmacy and
cosmetics, and Islamic finance. Based on
SWOT analysis, it was found that there are
strengths, weaknesses, opportunities, and
challenges in the development of the halal
industry in Indonesia. Development strategies
focus on increasing the role of stakeholders
and the community in developing the industry
and optimizing policies by maximizing product
quality.

can become a leading sector in the halal
industry.

b. To the actors in the halal industry sector,
there needs to be synergy between industry
players in this sector, so that the progress of
this sector is motivated by the spirit of
togetherness and mutual support between
actors so that later they can compete on a
global level.

c. To the public, to be able to pay more
attention to the halal aspects of the various
consumables carried out, and also provide
constructive criticism and suggestions for
stakeholders in this industry.

d. Subsequent research can identify in detail,
by exploring in detail the halal industry
stakeholders.

Recommendation

Based on these results, in the future, it is
necessary  to efforts to improve,
including:

have

a. To the government to be more fully
supportive especially related to various
policies that can encourage this sector to
grow and develop, which later Indonesia
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