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Digital transformation of the Indonesian halal certification services through SIHALAL
application is expected to improve the halal ecosystem and elevating competitiveness
of certified products globally. Therefore, this study investigated SIHALAL mechanism,
serving as a database for halal industry stakeholders, and explored its role in promoting
the ecosystem. An assessment was conducted on the global competitiveness of halal
products, using data obtained from Halal Product Assurance Organizing Agency of the
Ministry of Religious Affairs. The results showed that SIHALAL application
predominantly centered on the need for halal products certification. Only 0.5% of
certified products showed the global competitiveness, constituting 6.5% of the total
products. The number of domestic products oriented to the international market that
have halal certificates is greater than abroad. The study advocated for the expansion of
SIHALAL to comprehensively support halal industry ecosystem and global
competitiveness. This incorporated the use of an integrated database for policy
references, enabling relevant institutions to enhance competitiveness of industry
stakeholders in the global halal market.

Halal market, Halal certification, Digital transformation

Halal products, considered permissible under Islamic law, are integral to adhering to
Islamic dietary principles, with Muslims advised to exclusively consume halal and whole
some items. Within this framework, Indonesia has instituted regulations to ascertain the
halal status of product, thereby guaranteeing the comfort, safety, and widespread
availability of such products to the public. Legal confirmation was secured through Halal
Certificate, including activities from material supply to products presentation. Despite
the importance of certification, many Small and Medium Enterprises (SMEs) lack this
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validation | 1], with decisions often unaffected by religiosity or producer knowledge
The reluctance to pursue halal certification typically arises from perceived complexities
and costs

The substantial budgetary requirements of the government pose a challenge to halal
certification programs | 4 |. To address the challenge, digital transformation is expected
to enhance cost efficiency, improve government service accessibility, and expedite
certificate management processes | 5 |. In Indonesia, the web-based SIHALAL application
spearheads digital transformation of halal certification services, in line with the
objectives of the 2020 Job Creation Law. According to the public information available
on https://bpjph.halal.go.id/ in October 2023, the application serves as a collaborative
effort incorporating 198 Halal Inspection Agencies (LPH) from both government and
community sectors, supported by 536 halal auditors, 70,629 Halal Product Process
Assistants (PPH), and 221 Halal Product Process Assistance Agencies (LP3H).

The application streamlines the registration of halal certification through two schemes,
including regular and self-declare. The regular scheme, designed for products requiring
testing, incorporates examination and/or testing of halal status by LPH. On the other
hand, the self-declare scheme empowers micro and small businesses to declare halal
status of their products. This pathway should be subjected to specific criteria, including
guidance from a registered PPH and approval from the MUI Fatwa Commission. The
criteria for the self-declare route comprise non-risky products, the use of halal-certified
materials and production processes, and the commitment to simplicity.

The registration of halal products certificate extends beyond obligation because it also
serves as a strategic move to enhance business competitiveness and expand market
share. According to the Global Islamic Economic Indicators 2022 by Dinar Standard,
Indonesia ranks fourth in halal industry and second in halal food segment, trailing only
behind Malaysia. The country also secures the third position in the modest fashion
industry after the UAE and Turkey and ranks ninth in the Pharma and Cosmetic sector.
With a focus on halal product certification, Indonesian businesses aim to capitalize on
the expanding global market, projected to witness a consumer spending increase of
$2.8 trillion by 2025, featuring an average growth rate of 7.5% Cumulative Annual Growth
Rate . To facilitate the entry of businesses into the global market, digital
transformation of halal certification in Indonesia is expected to play a crucial role.
Building on the aforementioned context, this study scrutinizes SIHALAL mechanism as
a database system for halal industry stakeholders, with the aim of fostering the
ecosystem. It also evaluates the ownership of halal certificates that have successfully
penetrated the global market and explores how products from abroad enter the
Indonesian market through certification ownership. The study endeavors to provide
valuable recommendations for advancing halal industry in the country, particularly by
advocating for an optimized and digitized products registration system.
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The study data were sourced from BPJPH of the Ministry of Religious Affairs, and drawn
from publications available on the Halal Product Assurance Organizing Agency or Badan
Penyelenggara Jaminan Produk Halal (BPJPH) website up to October 22, 2023. The
collected data covered halal certification details, including the number of certified halal
products, halal certificates categorized by the registering country, and market share of
certified products. The methodology incorporated determining the number of certified
halal products in the global market through a comparative analysis. The comparison
comprised assessing the number of products certified based on the global market and
contrasting it with those from abroad certified in Indonesia.

Halal certification applications could be submitted through ptsp.halal.go.id or the
Mobile Application Pusaka SuperApps of the Ministry of Religious Affairs, available on
the Play Store for Android and the App Store for iOS (see ). The stages of
certification through self-declare included (a) businesses creating an account and
preparing the application, (b) completing data and the application with PPH, (c) PPH
checking the completeness of the application data. When the data was incomplete, it
was returned to the business but when completed, the application was submitted, (d)
businesses submitted halal certification application, (e) PPH provided assistance to
businesses (verification and validation of the business statements), (f) BPJPH verified
and validated the results of PPH through the system and issued a Document Receipt
Letter, (g) the Fatwa Committee received the verified results through the system from
BPJPH and held a fatwa session to determine halal status of products, (h) BPJPH
received the determination of halal status of products and issued halal certificate, and

(i) businesses received halal certificate | 7|. The digitization of document requirements

@

SIHALAL

was presented in

. SIHALAL application display

shows that several documents required for halal certification registration have
been provided on SIHALAL, and are integrated with the Investment Coordinating Board.
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Some data has not been integrated, namely the halal supervisor's personal documents,
product name, ingredients and production process, and distribution permits. In the
future, it is possible to integrate several of these documents with the Directorate
General of Intellectual Property of Indonesia for business actors who already have data
brand rights for products, names of materials and processes; and distribution permits
from relevant institutions.

. Digitalization of halal certification document requirements

No Document Availability
Halal certificate application letter Available at SIHALAL (formed systemically)
2 Legal aspect: Business Registration Filled in SIHALAL (integration with Online Single
Number Submission of the Investment Coordinating
Board)
3 Halal supervisor documents
Determination of Halal Supervisor Available at SIHALAL (formed systemically)
Copy of Identity Card Uploaded on SIHALAL
Curriculum Vitae Filled in at SIHALAL
4  Products name Filled in at SIHALAL complete with products
photos
5  List of ingredients Filled in at SIHALAL
6 Halal products process Filled in at SIHALAL in the form of a description

of halal products process
7 Distribution permit or Sanitation Hygiene Uploaded on SIHALAL
Certificate of Appropriateness (if any)
8 Halal Product Guarantee System Available at SIHALAL (formed systemically)
9  Anagreement/pledge that contains a Available at SIHALAL (formed systemically)
statement about halalness of products and
that it is used in halal products process
Source: BPJPH (2022)

Halal certification registration was not only conducted by LPH LPPOM MUI (Halal
Inspection Institute at the Food, Drug, and Cosmetics Study Institute of the Indonesian
Ulema Council) but also through other accredited and government-recognized
institutions. Out of 198 registered LPHs, only 32 served halal products certification.

presented that 98.6% of successful registrations occurred through three
government LPH agencies, including LPH LPPOM MUI (89%), LPH PT SUCOFINDO (6%),
and LPH Surveyor Indonesia (4%), with the remaining 1% by other LPH. SIHALAL
application was not only exclusive to domestic businesses but also to foreign ones
intending to distribute products in Indonesia. Approximately forty-three countries have
obtained halal products certificate, competing in halal market. Foreign countries
registering their products extended beyond the ASEAN region to include others.
Proximity proved not to be a decisive factor in entering halal market of a particular
country. In the context of Indonesia, China, South Korea, India, Japan, New Zealand,
Australia, Switzerland, France, the USA, Turkey, Belgium, and others have registered
their products.

provided insights into the ownership of halal certificates from foreign countries,
focusing on those with a minimum of 10 certificates. China has the highest number of
halal certificates from the Indonesian government, constituting over 50% of certificates
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held by foreign entities. Following China, the countries with halal certificates from the
Indonesian government included South Korea, Malaysia, India, and Thailand.
presented the number of halal-certified products from foreign countries, where China
again secured the top position, followed by Singapore, Malaysia, and India.

B Seriest; LPH PT Serlsis;\ieLZ}—: PT/_ Ser|e1s1;.01;hers;
SUCOFINDO; J Y A%
6.0; 6% esia; 3.9;

%

N LPHLPPOM MUI
W LPH PT SUCOFINDO
LPH PT Surveyor

Indonesia

Others

. Distribution of business actor registration mechanisms on SIHALAL

Seriest; China; 1227

Series1; South Korea;
240
Series1; Malaysia; 233

Seriest; India; 150
Seriest; Thailand; 120
Seriest; Singapore; 65
B Seriest; Vietnam; 52

H Seriest; Japan; 29

B Series1; New Zealand; 17
® Series1; Australia; 17
B Seriest; Switzerland; 10

B Series1; Philippines; 10

]

|

B W Seriest; Taiwan; 21
1

[ |

1

1

1

B Seriest; France; 10

. Countries with a minimum of 10 Halal products certificates in Indonesia

presented market share of halal-certified products, with the highest share in
local areas, specifically regencies/cities in Indonesia. Regarding products distribution,
the number of products marketed nationally surpassed that at the provincial level,
constituting 23% at the national scale and 18.9% at the provincial scale. The percentage
of halal certificates with the global competitiveness was 0.5% for certificates and 6.5%
for products.

detailed the number of halal-certified products from Indonesia that entered the
global market, reaching a total of 189,496 products from 5,147 halal certificates. It was
essential to observe that one halal certificate could cover more than one type of
products. In comparison to products and the certificates from other countries, the total
number of products certified in Indonesia was 63,975. Therefore, the country had
125,521 globally competitive certified products. This was in line with competitiveness of
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halal certificates, where foreign businesses possessed 2,286 certificates, and domestic
businesses held 2,861 certificates. Regarding distribution, the number of domestically
certified halal products surpassed the number of foreign-certified products. It implied
that Indonesia maintained a competitive edge in the global halal market in terms of
products quantity.

Series1; China; 28876
Seriest; Singapore; 10154
Series1; Malaysia; 5281
Seriest; India; 4692
Seriest; Switzerland; 2816
mmmmmm " Seriest; South Korea; 2704
- v Seriest; Thailang; 2428
Seriest; France; 2099
Seriest1; New Zealand; 1543
Series1; Vietnam; 677
M = Seriest1; USA; 458
B ™ Seriest; Turkey; 335
I ™ Seriest; Australia; 302
Seriest; Taiwan; 292
I W Seriest; Japan; 265
| ™ Seriest; Belgium; 143

| ™ Seriest; Philippines; 103

. Countries with a minimum of 100 halal-certified products in Indonesia

¥ Halal CertifiFate (%) m Halal Certificate (%) Total Product (%)
Regency/City; 82.5

al Product (%);
ency/City; 51.5

Total Product (%);

Total Product (%); National; 23.0

Province; 18.9

Total Product (%);
B Halal Certificate (%); ® Halal Certificate (%); International; 6.5
Province; 10.2 National;6:8

® Halal Certificate (%);
. International; 0.5

. Market share of halal-certified products of BPJPH

. Number of halal-certified products from Indonesia entering the global market

. Halal Certificates Halal-Certified Products
Proposing Country = S
z % )2 %
Foreign 2286 44.41 63975 33.76
Domestic 2861 55.59 125521 66.24
Total 5147 100.00 189496 100.00

Halal certification system played a crucial role in enhancing the access of SMEs to the

global market . In addition to broadening opportunities, the ownership of halal
certification could serve as a motivating factor for consumers to engage with products,
depending on the possession of halal products certificate .

Several challenges were encountered in obtaining certification, including (1) a lack of
awareness and socialization of halal certification among businesses, (2) the suboptimal
role of relevant stakeholders, (3) businesses showing less responsiveness to
certification regulations and digital halal services, and (4) the suboptimal assistance in
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halal process, coupled with the introduction of parties exploiting halal certification
program

SIHALAL served as an important application for halal certification submissions in
Indonesia, streamlining the digitization process. This covered in-putting diverse
information and documents directly into the system, including application letters, legal
aspects, halal supervisor documents, products name, materials and production
processes, distribution permits, halal products assurance systems, and
agreements/declarations containing statements of products halalness used in halal
products process. The predominant concentration of businesses holding halal
certificates, both in terms of certificate quantity and product diversity, was at the local
level within regencies/cities in Indonesia. Regarding products distribution, the national
level is higher or larger than the provincial level. The percentage of halal certificates with
the global competitiveness was 0.5% for certificates and 6.5% for products. Moreover,
the distribution of domestically certified halal products entering the global market
surpassed that of foreign-certified products entering the Indonesian market, implies
that Indonesia is superior in the global halal market in terms of the number of products.
This research recommends improving SIHALAL in supporting the halal industrial
ecosystem and global competitiveness through the addition of an integrated database
as a reference for policy by other related institutions in increasing the competitiveness
of business actors in the global halal market.

This research was financially supported by Halu Oleo University, Indonesia through
Internal Research Grant 2023.
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