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Abstract of thesis presented to the Senate of Universiti Putra Malaysia in fulfilment of
the requirement for the degree of Doctor of Philosophy

HINDERING FACTORS OF THE HALAL ASSURANCE SYSTEM AMONG
RESTAURATEURS AND CATERERS IN EAST KALIMANTAN INDONESIA

By

SULISTYO PRABOWO

January 2016
Chairman : Assoc. Prof. Azmawani Abd. Rahman, Ph.D.
Institute : Halal Products Research Institute

International halal business as well as awareness in halal products and services has
been growing rapidly for the last few years. However, many industry players have not
yet realized those huge potential concepts of halal business. Food service industries
such as restaurants and caterings show less concern in putting priority on the issue of
halal certification. It is hard to find research paper discussing halal management from
Indonesian perspective. This study aims to explore various factors that hamper halal
certificationin food service industries in East Kalimantan, Indonesia.

This study extends the use of qualitative research in halal management with the
perspectives from many stakeholders in food service industries. A consecutive of
qualitative data collection technique was employed to gain quality of research. In the
beginning it used Nominal Group Technique (NGT), sharpens with in-depth interview
and personal observations, and the findings were clarified by focus group discussion
(FGD). Four categories of stakeholders participated in this study to represent certifying
body, consumers, industry player and government.

The use of combine qualitative method is an appropriate way to achieve the objective
of this study efficiently. It provides a relatively new finding from Indonesian point of
view. We can draw detailed list of factors hindering restaurant and food catering
services in East Kalimantan Indonesia in obtaining halal certificate. These difficulties
may result from both internal and external factors. Internal factors are: lack of
knowledge and awareness, lack of outcome expectancy, management constraint,
facility constraints, financial constraints, and type of product. External factors are: lack
of dissemination information, lack of government's role, low of consumer awareness
and demand, certification procedure, and limited suppliers of raw materials that meet
the requirements, social and culture, constraints from the certifying body, less
coordination and job description among the stakeholders, communication, the absence
of consultancy, halal credentials, and halal data base availability.

The results of this study reaffirm what was raised in the Roger’s theory of innovation
adoption. Factors driving the adoption of a new system would not be met if the barriers
still experienced by the organization or the industry.



Considering the vast expanse of Indonesia and different level of development in each
province, results of this study could not be generalized as Indonesia’s situation in
general. However practical implication can be drawn. As halal certification in food
service industry gains low interest from industries, this research presents hampering
factors in various perspectives and offers some suggestions to overcome those issues
accordingly.

Keywords: food enterprises, catering, Focus Group Discussion FGD, halal, In-depth
Interview, Indonesia, Nominal Group Technique NGT, qualitative
research, restaurant



Abstrak tesis yang dikemukakan kepada Senat Universiti Putra Malaysia sebagai
memenuhi keperluan untuk ijazah Doktor Falsafah

FAKTOR PENCABAR SISTEM JAMINAN HALAL DI ANTARA RESTORAN
DAN KATERING DI KALIMANTAN TIMUR INDONESIA

Oleh
SULISTYO PRABOWO
Januari 2016

Pengerusi : Prof. Madya Azmawani Abd. Rahman, Ph.D.
Institute . Institut Penyelidikan Produk Halal

Perniagaan halal antarabangsa dan kesedaran dalam produk dan perkhidmatan halal
telah berkembang pesat sejak beberapa tahun yang lalu. Walau bagaimanapun, ramai
penggiat industri masih belum menyedari konsep besar potensi perniagaan halal.
Industri perkhidmatan makanan seperti restoran dan katering menunjukkan kurang
keprihatinan dalam meletakkan keutamaan dalam isu pensijilan halal. Adalah sukar
untuk mencari naskah penyelidikan yang membincangkan pengurusan halal dari
perspektif kerajaan Indonesia. Kajian ini bertujuan untuk meneroka pelbagai faktor-
faktor yang mencabar pensijilan halal dalam industri perkhidmatan makanan di
Kalimantan Timur, Indonesia.

Kajian ini menggunakan penyelidikan kualitatif dalam pengurusan halal dengan

perspektif daripada pelbagai pihak dalam industri perkhidmatan makanan. Teknik
pengumpulan data kualitatif telah digunakan secara berturutan untuk mendapat kualiti
penyelidikan yang memuaskan. Pada mulanya ia digunakan Teknik Kumpulan

Nominal (NGT), diteruskan dengan temu bual mendalam dan pemerhatian peribadi,
untuk seterusnya penemuan telah dijelaskan melalui perbincangan kumpulan terfokus
(FGD). Empat kategori pihak yang berkepentingan terlibat dalam kajian ini untuk

mewakili pihak badan pensijil, pengguna, penggiat industri dan kerajaan.

Penggunaan gabungan kaedah kualitatif adalah cara yang sesuai untuk mencapai
objektif kajian ini dengan cekap. la menyediakan suatu keputusan yang baru dari
pandangan Indonesia. Kita boleh membuat senarai terperinci faktor-faktor yang
mencabar restoran dan katering di Kalimantan Timur Indonesia dalam mendapatkan
sijil halal. Kesulitan disebabkan oleh faktor-faktor dalaman dan luaran. Faktor dalaman
adalah: kekurangan pengetahuan dan kesedaran, kekurangan jangka hasil, kekangan
pengurusan, kekangan sarana kemudahan, kekangan kewangan, dan jenis produk.
Faktor luaran adalah: penyebaran dan pembekal bahan mentah yang memenuhi
keperluan terhad, sosial dan budaya, kekangan dari badan pensijil, kurangnya
maklumat informasi, kurangnya peranan kerajaan, kesedaran dan permintaan pengguna
rendah, prosedur pensijilan, kurang penyelarasan dan penerangan kerja di kalangan
pihak berkepentingan, komunikasi, ketiadaan perundingan, kelayakan halal, dan
ketersediaan pangkalan data halal.



Hasil kajian ini mengesahkan apa yang telah dibangkitkan dalam teori inovasi adopsi
oleh Roger. Faktor-faktor yang mendorong penggunaan sistem baharu tidak akan
dipenuhi jika cabaran masih dialami oleh organisasi atau industri.

Memandangkan luas wilayah kerajaan Indonesia dan tahap pembangunan yang berbeza
bagi setiap wilayah, hasil kajian ini tidak boleh digeneralisasikan sebagai keadaan di
Indonesia secara umum. Walau bagaimanapun implikasi praktikal boleh didapati. Oleh
kerana pensijilan halal dalam industri perkhidmatan makanan memperoleh faedah yang
rendah daripada industri tersebut, kajian ini medapati faktor pencabar dalam pelbagai
perspektif dan menawarkan beberapa cadangan untuk mengatasi isu-isu tersebut
dengan sewajarnya.

Kata kunci : Focus Group Discussion FGD, halal, Indonesia, katering, Nominal
Group Technigue NGT, perusahaan makanan, penyelidikan
kualitatif, restoran, temuduga mendalam.
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CHAPTER 1

INTRODUCTION

Halal has become an interesting topic in the global world. Halal is no longer limited to
the language of religion, especially Islam, but has evolved into academic, business and
trade issues (Che Man, 2011). Almost all the Muslim countries began to give attention
to the issue of halal products, especially in providing halal assurance to the circulated
consumer products. Indonesia as the country with the largest Muslim population in the
world can not be separated from this phenomenon. Unfortunately, not much academic
research can be found as reference of the halal issue in Indonesia, especially for the
food service sector, such as restaurants and catering.

This study is about the hindering factors of the halal assurance system among the
restaurateurs and caterers in East Kalimantan, Indonesia. In this chapter, it will outline
the background of the study, reason for doing this research and the objectives as well.

1.1 Introduction

How food is prepared and the kind of food that is eaten are important considerations for
a variety of ethnic, social, cultural and religious reasons. For example, Muslims require
food that is halal, Jews insist on kosher, vegetarian is for Hindus and Buddhists and so
on (Eliasi and Dwyer, 2002; Dugan, 1994). When food is related to issues of religion,
then it becomes something that can be very complicated (Anderson, 2005). Religion is
the most influential factor in society in determining what good food is allowed, what
type, when and how it is prepared (Bon & Hussain, 2010). Halal for Muslims may not
be allowed in other religions, and vice versa. For example, beef is halal for Muslims,
but not to the Hindus. Thus, the development of halal food in today’s world must be
done in such a way that the requirements of halal are not ignored and overwhelmed by
purely business interests in order to meet the needs and demand of the target market
(Dugan, 1994).

Notwithstanding, the halal industry is getting much attention today, still it requires a lot
of thorough study. Until now, halal is often regarded as a problem that merely involves
figh scholars (Wilson, 2012Halal andharamis one of the fundamental laws concepts

in Islam. For some people who do not speak Ardiidal is usually often associated
with a variety of food items which are allowed to be taken based on Islamic
Law. Beyond food and drink, the concept tedlal actually covers a much wider
meaning including behavior, action, speech, attitude, cloth, cosmetic, and medicine (Al
Jallad, 2008; Kocturk, 2002). In a broader tehalal is also seen in Islamic banking
and the hospitality industry development (Ab Rahraaal, 2009). In fact, Muslims
should put the issue bilal andharamin every aspect of human life.



1.2 Background of The Study

The importance of halal food in a global context is justified by the following statistics.
Islam has been growing significantly over decades. In 2010, the global Muslim
population was about 1.6 billion and it has been predicted to reach 2.2 billion in 2030
(Pew Research Center, 2011). The economic development of the OIC (Organization of
Islamic Cooperation) during the period of 2013 — 2018 is predicted to reach 6.3%,
higher than the global GDP, which is only 5.3% (Thompson Reuters, 2013).

The growth of Islam around the globe is in line with the value of its adherence to make
“Islam as a way of life”. As a consequence, the huge number of the Muslim population
worldwide will drive the business markets in the world. This is clearly illustrated in the
significant increase of the halal market and demand in the world. The annual halal
market trade value was worth US$ 2.3 trillion globally and halal food alone was US$
693 billion annually (MITI, 2012). Another fact as reported by Thompson Reuters
(2013), the global Muslim expenditure for food and non-alcoholic beverages in 2012
was $1,088 billion (16.6% global expenditure) and is expected to reach $1,626 billion
by 2018.

Indonesia has become the most promising country in terms of the global Islamic
economy. Data from the IMF World Bank in 2012, as cited by Thompson Reuters
(2013), positioned Indonesia to be the top GDP among ten OIC (Organization of
Islamic Countries) members with a value (in billions) of $878 followed by Turkey
($794), Saudi Arabia ($727), Iran ($549), United Arab Emirates ($359), Malaysia
($304), Nigeria ($269), Egypt ($257), Iraq ($213) and Kazakhstan ($196), respectively.
From the same source, Indonesia was also stated as the top Muslim food consumption
market ($197 billion) followed by Turkey ($100 billion), Pakistan ($93 billion), Egypt
($88 hillion), and Iran ($77 billion).

Compared to other countries, however, Indonesia seems to be left behind in catching
the huge potential of the halal business. This fact will be explained later in this chapter.

But before focusing on Indonesia, it is better to make comparison with some of the

countries that are more advanced in facing the global halal business.

Malaysia and Singapore are two countries that are strong enough in Muslim
traditions. In these countries, Islamic affairs are under the respective governments who
have the power to regulate halal compliance in business. Halal has been introduced for
a long time. In Malaysia, along with the starting entry of imported food products in
1970, there were demands from the people who wanted a halal assurance for these
products. This was addressed by the introduction of the Trade Description Order of
1975 (the use of the word ‘halal’) and the Trade Description Act 1975 (halal marker)
and updated in the 2011 Subject Merchandise. Development of the halal brand in
Malaysia is getting stronger with the support of the government in shaping the Islamic
Affairs Division under the Prime Minister since 1982 and upgraded to a separate
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department with the namedabatan Kemajuan Islam MalaysigdJAKIM, The
Department of Islamic Development Malaysia) (Riaz & Chaudry, 2004).

Singapore, a small country with a majority of non-Muslim population was more
aggressive in taking care of the halal issue. It started out in 1972 with the Islamic
Council of Singapore (MUISMajlis Ugama Islam Singapujaand the first halal
certificate was issued in 1978. MUIS has the full mandate in the regulation of halal
business with the passage of amendments to the Administration of Muslim Act (Amla)
in 1999 (Riaz & Chaudry, 2004).

The opportunity in the halal business is also targeted by non-Muslim countries.
Thailand has set up many halal research centers in many universities and expanded
their halal products market. Thailand has taken aggressive steps to ensure that their
products are halal certified to strengthen their position as the sixth biggest food
exporter in the world with a revenue of US$5 billion a year. Now they have 8,000 halal
certified food industries out of a total of 30,000 players in the food industries. Thailand
is still striving to increase this number to reach their goal as the third largest food
exporter after Brazil and the US in the next couple of years (Yatim, 2011).

Beyond the Asean countries, many other countries are also looking at the halal concept
as a new tool to expand their products and their business (Eum, 2009). This is shown
by data cited fromdaganghalal.com“the Australian Halal meat sales rose by 70%
between 1997 and 2002. The annual Australian Halal exports in 2003 were valued at
A$3.7 billion for meat and A$ 1 billion for dairy produce. The Australian Government
has committed A$100 million over five years to promote their halal food export
business. New Zealand lamb exports account for 40% of the world market and 95% of
all New Zealand lamb exports are now Halal while non-Halal production is being
phased out. In addition, the European Supermarket giants, Carrefour and Auchan are
now aggressively pursuing halal food retailing, while in the meantime the Port of
Rotterdam is creating a “Halal District Park” to serve 30 million Muslims in Europe.
The availability of halal food from fresh meat to value added/processed food is
increasingly visible in many EU countries. Butcheries, small stores, supermarkets and
hypermarkets are gradually selling halal food products, although this typically started
in the Muslim-majority areas”Oaganghalal,2013). Taiwan promotes halal certified
restaurants in anticipation of growing Muslim tourists to the country (Halalfocus,
2013).

Many halal exhibitions that have been held around the world have also shown how the
global halal market has gained the attention of the trade merchant world. Almost every
day we can read of these events in places from Paris, Moscow, Kazakhstan, Chile,
Brazil, Malaysia, and Singapore, to Turkey, Dubai-UAE and Iran as shown in their
websites. This spread of interest in the halal business has been driven by many factors
in the Muslim population: high population growth, increasing income, increasing
demand for food that is appropriate with faith, increasing requirement for food
diversity and the occurrence of fraudulent halal food. All these factors have led to a
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high demand for the authenticity, wholesomeness and halalness of products
(Daganghalal,2013).

In line with the fast growing halal business, Wilsgdral. (2013) indicated Indonesia as
“The Hidden Treasure”. This is supported by the fact that Indonesia is the biggest
Muslim country in the world with 87.18% of its population being Muslims. Along with
the improvement in economic and political conditions, there is an emerging educated
middle class who are easy to adapt to global developments, but are still keen to hold
onto traditional Islamic values (Wilson et,&013). Muslim consumers' awareness in
Indonesia to get products in accordance with their belief was also expressed by Gayatri
(2013). Unfortunately, the potential of the halal business in Indonesia has not been
fully realized by the industry players, as seen from the low number of halal certificates
issued by Majelis Ulama Indonesia (MUI, The Indonesian Council of Islamic Scholars)
(Wilson et al., 2013).

In the food service sector for instance to date, according to LPPOM MUI (The
Assessment Institute for Food, Drugs and Cosmetics of The Indonesian Council of
Ulama), less than 10% of restaurants are halal certified or have adopted the Halal
Assurance System (Sari, 2011). Data compiled by the author from a variety of LPPOM
MUI Provinces in Indonesia show only a small number of hotels and restaurants that
have been halal certified by the MUI. From a total of 1,084 starred hotels, only 15 are
halal certified (1%). While, from a total of 2,916 restaurants only 26 are halal certified
(7%) (Praboweet al, 2012). These statistics are also supported by Ahmad (2013) in his
observation of 67 restaurants in Jakarta.

Due to the smaller participation of the restaurateurs and caterers in halal certification, it
is important to look at what could be the barriers in the implementation of HAS as a
prerequisite program for halal certification.

Today, Muslim consumers in Indonesia get the halal assurance from the certification
process held by LP POM MUI. Even though halal certification in Indonesia was started

in 1991, currently legal food products which have registration numbers and have been
halal certified circulating in Indonesia make up only 36.73% of the market. It means

that the halal guaranteed status of products in the market through halal certification is
still low (Wiyono, 2013).

Discussions on halal regulation in Indonesia mostly focus on the financial burden and
liability rather than comparative advantages. Such a situation is a barrier to the spread
of halal certification and puts Indonesia behind other countries in respect to halal
certification (Wahid, 2012). This current lack of halal certification condition could be
viewed as contrary to the aims of government programs that are heavily promoting
tourism to the countries which are predominantly Muslim such as those in the Middle
East region and Malaysi&§mpas 2012).



1.3 Justification of The Study

The food and beverage industry is a significant contributor to the GDP of Indonesia. In
2008, the industrial production value of food and beverages reached USD 20 billion,
and has grown at an average of 16% annually, since thereafter. This industry absorbs
the largest labor force among manufacturing industries. In 2010, this industry absorbed
a labor force of 3.6 million people, an increase of 3.8% from 2009. From January to
August 2010, the food and beverage industry increased its export value by 16% for the
food industry and by 13% for the beverage industry relative to the same period in the
previous year (Coordinating Ministry For Economic Affairs of the Republic of
Indonesia, 2011).

In the tourism development program, the services industry has a strategic role to
increase the workforce absorption, promote equal employment opportunities and
achieve equitable national development. It also contributes to the foreign exchange
revenues and poverty alleviation. The increasing number of foreign tourist visits in
2010 has consequently increased the value of tourism to an amount of US$7.6 billion
compared to US$7.3 billion in 2008. The National Tourism Development Master Plan
2011 - 2025 projects foreign tourist visits to increase to 20 million per annum by 2025
(Ministry of Culture & Tourism, 2012). A recent statement from the president of
Indonesia even stressed a target of 10 million tourist arrivals by 2014 (Ratya, 2013).

If it is assumed that all tourists who come were from Muslim majority countries, then it

is estimated that around 21.81% of tourists in Indonesia need halal assurance especially
on food consumption during their stay in Indonesia (Ministry of Culture & Tourism,
2012). It is also important to note that a high percentage of tourists in Indonesia are
local/domestic visitors. In 2010 the local tourists accounted for 121 million (94% of the
total tourists in that particular yearhrfonim 2012). As part of the biggest Muslim
populated country, they also need halal food and accommodation during their visits.

In addition, the global economic crisis has reduced the flow of tourists from Europe
and America to Indonesia. Realizing this situation, Indonesia had focused on the
neighboring market until 2015. The Top four countries were Singapore (16.32% share
of Indonesia’s total tourist arrivals), Malaysia (13.56%), Australia (11.59%), and China
(6.60%). In 2011, Indonesia experienced a significant growth of visitors from Saudi
Arabia (21.69%), Australia (21.28%), the Philippines (20.42%), China (19.75%) and
India (15.80%) Anonim 2012).

In this study, it has been impossible to complete it in a national context. Indonesia, with
34 provinces and 13,487 islands (Hargo, 2014), provides a very large diversity in terms
of geographical area, culture, economy and politics of each province there in.
Therefore, with limited budget and time, this study only took place in the East
Kalimantan (Kaltim) province with justification as follow. First, East Kalimantan is the
second largest province in Indonesia after Papua. The capital city of this province is
Samarinda. Geographically it shares a common border with Sarawak and Sabah in East
5



Malaysia. Divided into eight districts namely, Samarinda, Balikpapan, Penajam Paser
Utara, Paser, Bontang, Kutai Timur, Kutai Barat, and Kutai Kartanegara, East
Kalimantan’s tourism has good prospects and there is optimism for continuing growth.
This province has many tourist destinations ranging from natural resources to
agricultural and cultural heritage attractions. In the year 2009, it was reported that there
were as many as 485 tourism destinations and attractions offered in this province. Hotel
accommodation was available in 43 starred hotels and 433 non-starred hotels (BPS-
Kaltim, 2011).

Second, Kaltim was chosen in this study because the government of this province has
urged the stakeholders involved in the food service industry tbalted certified
(Humas Provinsi Kaltim, 2013a). Since August 2013, Kaltim has become the first
province in Indonesia to initiate the local regulationhatal products warranty. It is
under the decree number 06/2014 dated February 11, 2014. This regulation was
legalized as “Management and Monitoring Towakilal and Hygienic Products”
(Humas DPRD Provinsi Kaltim, 2013). In addition, the Ministry of Religious Affairs of
the Republic of Indonesia also pointed Kaltim as one among five pilot project
provinces to disseminate “Gemdatalal (Gerakan Masyarakat Sadar Ha)al a
movement aimed to encourage people’s awarenesbatainess(Humas Provinsi
Kaltim, 2013b).

1.4 Problem Statement

In the halal certification process, Majelis Ulama Indonesia MUI has introdubathla
assurance system called HAS 23000. Every company which intends to apply for a halal
certificate from MUI must implement HAS 23000 in advance. This system is an
integrated management system which organizes implements and maintains materials,
production processes, products, people and procedures in order to ensure the continuity
of the halal production process according to the requirements imposed by the board of
certification throughhalal assurance standard documents. As a standardatak
assurance system also contains a series of documents encompassing the scope,
definition, requirements, compliance and so on. Standards are also sorted through
consensus, transparency, and openness that refer to the international standard that is
allowed. The hlal assurance system also contains the rules, guidelines and regulations
(LPPOM MUI, 2012b). HAS 23000 has been recognized internationally and has
become a reference in some other countries (Wilson et al., 2013).

In fact, the obligation to implement the HAS 23000 can be an obstacle for the majority
of businesses who are interested to get the halal certificate. This is indicated by the low
number of halal certificates issued by MUI. As of January 2011, only 36.73% of the
consumer products were halal certified (Wilson et al., 2013). In the ready to eat food
sector, such as restaurants and catering, the number is far less than that. In East
Kalimantan, not a single hotel has been halal certified and only one restaurant has a
halal certificate and even it did not extend its validity (Prabowo et al., 2012). Table 1.1
shows the data from the LPPOM MUI Kaltim in this current situation.
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Table 1.1. Halal Certificate Issued By The LPPOM MUI Kaltim

Year Total hf_;llal certificates Packaged Food Restaurgnt and
issued catering
2010 139 138 1
2011 202 201 1
2012 154 153 1
2013 173 171 2
2014 122 117 5
2015 224 221 3

Source: LPPOM MUI Kaltim (2015)

From the table above, it can bee seen that halal certificates are mostly issued for the
packaged food. Data from the APJAspsiasi Pengusaha Jasaboga Indonekia
Indonesian Food Service Association Kaltim) show that of the 117 members only 6 are
halal certified (Setyawati, 2015. The Treasurer of APJI Kalimantan Timur, pers. comm.
10 January 2015). While in the restaurant sector, from 1,086 premises (BPS Kaltim,
2014), no one has the halal certificate. From 2010 to 2015, LPPOM MUI Kaltim only
received 21 halal applications from restaurants and catering services (LPPOM MUI
Kaltim, 2015).

Given the fact with the data above, the first problem that must be adres8afthas:
are the factors that contribute to the low tendency of the restaurant and catering
operators in East Kalimantan to behalal certified?”

Islam is embraced by 82% of the Kaltim population (Kemenag, 2013). In reality, they
have not shown a heightened awareness of the halal issue. Other than the data above,
some alarming cases are still even found in Kaltim, such as circulation of illegal meat,
the use of harmful chemicals in food processing (Pardede, 2012), meat balls
contaminated with pork (Sammy, 2012; Syahputra, 2013), the use of alcoholic
beverages in food preparation and also the sale of carrion chicken (Poskota Kaltim,
2011). This situation is of concern since the average expenditure of East Kalimantan
people for food consumption has reached 49.51% (BPS Kaltim, 2014).

Increased public welfare causes changes in food consumption patterns around the
world, including the increased consumption of processed foods, the consumption of
meat and fish sourced products, and the increasing volume of the international food
trade. Similarly, with the increasing number of activities outside the home, it has
maked the need for the provision of fast food also increase, in the workplace, schools
and public food vendors. These conditions heighten concern among many consumers
as being very dependent on the manufacturer's safety claim in determining the food
they consume.



In Indonesia, the MUI's halal certificate is the only guarantee that can be granted by
the government to ensure the halalness of products consumed by the public. Hence, the
low numbers of businesses which implement the halal assurance system represent the
low halal guarantee towards products which have been distributed in the market.

Restaurateurs are obviously aware of the importance of halal certification as evidenced
by the incidence of “self-claimed” halal logos, such as “100% haldijarhin halal

(halal guaranteed), or merely the halal symbol in Arabic to lure Muslim consumers. Of
course this self-claimed halal logo is illegal and is no guarantee of halal compliance.
There are still many using haram ingredients and materials in their production which is
prohibited by Islam, such d&hamr (liquor, wine) and meat from unknown sources
(Sumarsongko, 2014, The Director of LPPOM MUI East Kalimantan, pers. comm. 3
April 2014).

Culturally, Indonesia is known as a religious nation. Since the early days of history,
people have brought along their religious traits in performing rituals and social
activities. Indonesia puts faith in God as the primary basis in the state ideology which
is the belief in one God (Kusasi, 2013). Gallup surveys in 2009 showed that 99% of
Indonesian adults were religious and put religion as an important part of their daily
lives (Crabtree, 2010).

Interestingly, if indeed the Muslims in Indonesia consider themselves as religious, why
do they not use the rules of the religion they believe in, in food matters? This situation
reveals the second question to be answehathat are the reasons behind those
factors (derived from the first questiorfjom the stakeholders (responsible actors)
points of view?” This question is to ascertain the extent of those factors in influencing
the practice of the restaurant and catering operators in East Kalimantan for not being
halal certified.

The stakeholders of halal businesses should understand the importance of the halal
issue and be able to anticipate its development on a global scale. Unfortunately this has
not been seen in Indonesia. With a very wide diverse geographical area, ethnically and
culturally, Indonesia faces problems that are not simple. Likewise, the development of

the halal issue is not distributed equally, some areas are seemingly very prominent and
progressive, while, other areas are left untouched (Sumarsongko, 2014).

Bureaucratic reformation in Indonesia is still in the process, and as a result of this, there
are some negative impacts on the regional policy. Guidelines for restaurants in
Indonesia are still not well integrated in a single institution with the same perception.
For example, in the restaurant classification, each region uses different regulations to
suit their own convenience, and there is a lack of consistency and standardization. The
classification by the Ministry of Finance is intended to facilitate the calculation of taxes
that will be charged to businesses, not for training purposes. The training of the
restaurant sector is the responsibility of the Ministry of Tourism and Culture. In current
practice, there is no policy relating to quality and halal certification. Government
efforts towards quality control are actually the responsibility of the Ministry of Health
through training and the certification of food hygiene and sanitation. In establishing the
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halal certification authority, it has even been a scramble between the ministry of
religion and the MUI (BBC Indonesia, 2014).

The obscurity of the authorities in the halal certification in Indonesia could be causing
the low interest to apply for halal certification. This case reveals the third question:
“What are the roles of the respective stakeholders (responsible actors) in the halal
certification of the restaurant and catering operators in East Kalimantan?”

This research has focused on the factors that serve as obstacles for restaurants and
catering services in Indonesia for not adopting &l assurance system. There is
limited studies on the perception of restaurant operators on halal certification. Although
studies by Marzuki et al. (2012) and Wan-Hassan and Awang (2009) offer some
insights on the perception of restaurant operators on halal certification, they have been
set up in Malaysia. While a few studies on this issue have been conducted in other
countries, a study that focuses on Indonesia has been needed due to the differences in
the level of economics, dynamicity of the industry, and the rules and policies of the
government. Other than that fact, this study has focused on Indonesia where the
development of théhalal industry is considered slow (Wilson et al., 2013; Dolan,
2010).

Despite an increasing interest in the halal issue, it is surprising that so little empirical
research has actually been conducted on the topic. Previous researches on halal
restaurants merely focus on the operator side using quantitative methods or the mixed
method, thus, this research has explored new data from other stakeholders, such as the
certification body, government and consumers, in this issue as well.

Due to the lack of information regarding the implementation of the halal assurance
system in Indonesia, this explanatory study was conducted using qualitative inquiries.
As an explanatory method in various academic disciplines, qualitative research is
widely used to explore facts that are relatively new and not yet widely known (Hoepfl,
1997). According to Creswell (2007), “qualitative research is needed to study a group
or population, identifying variables that can then be measured, or it can listen to
silenced voices. These are all good reasons to explore a problem rather than to use
predetermined information from the literature or rely on results from other research
studies.”

Qualitative research shares advantageous characteristics such as "natural setting,
researcher as key instrument, multiple sources of data, inductive data analysis,
participants' meanings, emergent design, theoretical lens, interpretive inquiry, and
holistic account.” Natural setting means that in a qualitative inquiry, researchers tend to
collect data in the field on site where participants experience the issue or problem
under study (Creswell, 2007, p. 38). In doing so, researchers are urged to go directly to
the field “talking directly with people, going to their homes or places of work, and
allowing them to tell the stories unencumbered by what we expect to find or what we
have read in the literature. We conduct qualitative research when we want to empower
individuals to share their stories, hear their voices, and minimize the power
relationships that often exist between a researcher and the participants in a study”
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(Creswell, 2007, p. 38). Thereby, data obtained in qualitative research emerges purely
from the participants instead of existing literatures. To get the detailed understanding
regarding the issue that has been studied, qualitative research encourages the use of
multi-sourced data, comprehensively (Creswell, 2007, p. 39). The research process for
qualitative researchers is also flexible which means that the initial plan for research and
that all phases of the process may change or shift after the researchers enter the field
and begin to collect data. The key idea behind qualitative research is to learn about the
problem or issue from the participants and to address the research to obtain that
information (Creswell, 2007, p. 39).

By using the qualitative method, data will be obtained as deeper, more comprehensive,
credible and meaningful in achieving the purpose of this study, which is to find out the
barriers in halal assurance system implementation in the food service sectors in East
Kalimantan, Indonesia. In comparison, the quantitative method can only study certain
variables, so that the whole issue cannot be captured completely. In addition, the
quantitative method can not elaborate data with broader and deeper understanding,
such as feelings, norm, faith, culture and other human characteristics. The quantitative
method can only dig up empirical and measured data, while intangible facts cannot be
revealed (Sugiyono, 2014).

As the researcher delved into the literatures, it was found that none of the publications
was devoted to the issue of barriers in the halal business in the Indonesian context. This
lack of study concerning halal certification in the food industry, in turn, suggested
conducting a basic research. Therefore, in this investigation, the important issues to be
addressed were the barriers of halal assurance system implementation faced by the food
service sector industry.

Obviously, there are four main parties (stakeholders) irn#éh@ certification process,
namely, the governmertalal certification bodies, consumers, and industries (Noordin

et al.,2009). Researchers who have studiathl in the food premises’ businesses have
merely focused on the view of the restaurant side as a business player. The studies were
addressed to the managerial staff, business owners, chefs or other staff in the restaurant
as the respondents (Wan-Hassan and Awang, 2009; Marzuki, 2012). Meanwhile,
Badruldin et al. (2012) evaluatedhalal certification bodies, but also from the
consumer’s perspective, not directly to that respective institution.

Therefore, it requires various points of view for balanced perspectives on the previous
results that some researches accomplished in the sector. To acquire in-depth
understanding in halal certification, additional information from every aspect of the
business players should be explored. This study has addressed the gaps in the
literatures of this field. Even though many studies (Wan-Hassan and Awang, 2009;
Marzuki, 2012; and Badruldiat al.,2012) have found that other actor had important
roles in the issue ofialal certification, none of them endeavored to explore more
deeply into those particular parties. In addition, no studies which are concerned with
the government’'s role as well as certifying body’s roles have been conducted to
investigate various factors that might hinder the company being halal certified.
Therefore, this study has endeavored to fill this gap.
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This study was aimed to be conducted thorough investigation of four different
stakeholders, i.e., consumers, producers, government and certifying body in East
Kalimantan Indonesia. For the purpose of the qualitative phase of the research, four
different sources of data were considered complementery to each other. First, the
Nominal Group Technique (NGT) was conducted with four groups of halal
stakeholders in order to find out in detail about the barrier in halal certification.
Second, a series of in-depth interviews with the restaurateurs and caterers was carried
out to better gauge and confirm the list of barriers obtained from the NGT session. The
aims of these interviews were also to identify and explore the areas that would be
considered for subsequent discussion in the research. Third, personal observation
during in-depth interview was also used to enrich the real condition in the field and also
confront the participant’'s statement with their practice. Lastly, the Focus Group
Discussion was conducted to balance the findings. This last method was also held in
order to get the members to check the information as a way to increase the credibility
and reliability of the research findings.

1.5 Research Objective

Considering the dearth of scientific publications on halal certification in Indonesia, this
research will provide meaningful input to the development of the halal issue in
Indonesia. Through an exploratory study, the main objective of this research has been
to identify problems that cause most of the restaurants and catering companies in
Indonesia to remain without halal certification, especially in East Kalimantan Province.

Furthermore, this study also has specific objectives which are:

* To identify the factors that contribute to the low tendency of the restaurant and
catering operators in East Kalimantan tchiadal certified.

 To explore the reasons behind those factors from the stakeholders (responsible
actors) points of view. This question is to ascertain the extent of those factors in
influencing the practice of the restaurant and catering operators in East Kalimantan
for not beinghalal certified.

e To explore the role of the respective stakeholders (responsible actors) in the halal
certification of the restaurant and catering operators in East Kalimantan

1.6 Contribution of The Study

This study will benefit several stakeholders and help them in achieving a higher
penetration of halal certification among the players, particularly in the food industries
in East Kalimantan.

To the knowledge of the researcher, this study is the first attempt to explore the halal
assurance system in East Kalimantan specifically and Indonesia, in general. No
publications have been found on this topic in Indonesia. The result of this study can be
a stepping stone to start research and development in halal management system in the
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food service industries. This research also contributes a valuable insight for halal
management study development.

The trend analysis with regards to the implementation of a halal assurance system
within restaurants and catering can be used as a framework for the future by whoever
invests, expands the market or creates a new market. This study could be used to
overcome some burdens that impede the culinary services sector in implementing the
halal assurance system.

A certifying body, like the LPPOM MUI in Indonesia, can conduct a self evaluation of
their programs. The low progress of the food service sector to implement the halal
assurance system might be caused by the way the LPPOM MUI delivers its policies
and programs. So far, there has been no effort made by the certifying body to know
what the industries feel regarding the implementation of the halal assurance system.

This study provides recommendations to help the government comply with consumers’
needs and demand for halal products. The issue of fraudulent halal claims continues to
exacerbate the Indonesian economic landscape. This is because the government has no
data from credible research that can guide and support its policy to deal with the
problem.

Furthermore, as qualitative inquiries approaches were employed, the results of this
study can induce new theories that will enrich the knowledge in the field of halal.

1.7 Chapter Summary

It is clear from this chapter that the potential of the halal trade and business is still very
open. Indonesia, with a very large potential muslim market and as an industry player is
likely to be the most influential country. However, this potential has not been fully
realized. There are so many business areas that have not been well explored, one of
which is the food service industry, such as restaurant and catering. Valid research data
is needed to convince stakeholders of the halal industry in Indonesia about the
importance of halal certification. This study is one of the efforts being made to cover
the gap in this field.

This chapter has outlined the initial context of the thesis, such as the importance of
halal issues at the international and national level, and narrow down to the scope of
East Kalimantan accompanied by the latest data. The problem statement, the research
guestions, the research objectives and the significance of this study towards the
restaurateurs, consumers, policy makers and halal industry as well as to the other
academicians and researchers in this area are also discussed. As the research questions
are used to ask what factors hinder halal certification and how they impact on
restauranteurs and caterers, the argument for using the qualitative inquiry has also been
highlighted in this chapter.
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