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Halal Labelled Cosmetics on Non-Muslim
Community in Yogyakarta
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Abstract: This research aims to examine how product knowledge, promotion,
consumers’ awareness, purchase frequency, and income influence on Willingness
to Pay (WTP) for halal labelled cosmetics on non-Muslim community in
Yogyakarta. This research used primary data with total 100 respondents by
purposive sampling method. In addition, the analysis tool in this research are
descriptive statistics, Contingent Valuation Method (CVM) which being used to
predict willingness to pay, and multiple regression model on SPSS 20 as data
analysis program. The result of this research shows that consumers’ awareness,
purchase frequency, and income are positively and significantly influencing
Willingness to Pay (WTP). And also the WTP value obtained for facial wash is
Rp43.750, facial powder is Rp74.420, body wash is Rp31.670, toothpaste is
Rp20.610, shampoo is Rp21.230, and body mist is Rp78.310.
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Introduction

Globalization is the widespread influence of culture and science
throughout the world. Normally, globalization is synonymous with both
technological and science, and also in the field of communication.
Progress in information technology allows international news to be known
to the entire world in seconds. Globalization is a phenomenon that is
inevitable, arguably globalization is something that will definitely happen.
But in addition to providing economic benefits, it also brings many
implications for many aspects of human life which ultimately make people
adapt to the changes that occur (Paulus Rudolf, 2014). This caused a shift
in lifestyle, as an example of the entry of Western culture into Eastern
cultural life through the internet. This can cause Easterners to follow the
Western lifestyle. In this case, according to Suneki (2012), globalization is
considered as a process where events, decisions and activities in other
parts of the world can affect individuals or communities in other parts of
the world.

The growth of the Muslim population in countries that are predominantly
Muslim and where Islam has become a minority in the world in recent
years has significantly increased (Rosita, 2018). The Muslim population is
the second largest population and the fastest growing religion globally in
2015 and is expected to offer more opportunities for companies operating
in this market by 2030 when it reaches 26% of the global population. Due
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to the growth of the Muslim population that has increased significantly globally this is
what causes people to be interested in understanding the behaviour of Muslim
consumers and want to explore the meaning of Islam itself (Yeo, 2018). This led to the
emergence of increased demand for halal products because the Muslim community
wants halal products to consume.

For a Muslim, it is obligatory to consume everything that is lawful. The word Halal comes
from the verb "HALLA" which means permitted, legislative, permitted, legitimized, and
not prohibited. Furthermore, in chemical disciplines, anything that can dissolve, be
polluted, can be transformed into liquid, decomposed. And stay away from everything
that is Haram, where Haram is completely contrary to the concept of Halal, whatever,
action, activities that consider "taboo, make mistakes and offend according to Islamic
jurisdiction. The word Haram comes from the verb "HARRAMA" which means
prohibited, prohibited and non-jurisdiction in Islam (Majid, 2015).

Lately, not only has Halal food experienced an increase in demand but also Halal
cosmetics that Muslim women use daily. Halal cosmetics are cosmetics as they are
commonly used in the human body which have the purpose of cleaning, beautifying, or
changing appearance without changing body shape. Lately it is known that the Halal
market is around $ 1.62 trillion per year and is anticipated to increase to $ 2.47 trillion
by 2018. The halal cosmetics market represents 7 percent of the global market with $ 54
billion, and is expected to reach $ 80 billion with a growth of 6.8% during the period
2014 - 2020 (Al-Hajla, 2017). The development of the Halal Cosmetics industry proves
that the awareness of Muslims with halal products that enter or absorbed into the body
is increasing.
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Figure 1 10 Largest Muslim Population in the World

The development of the halal cosmetics industry cannot be separated from the
increasing Muslim population in the world. The Muslim population is the second largest
population and the fastest growing religion globally in 2015 and is expected to offer
more opportunities for companies operating in this market by 2030 when it reaches 26%
of the global population (Yeo, 2018). The Muslim population in Indonesia ranks first with
the largest population in the world with approximately 222,000 million Muslims and is
followed by Pakistan with a population of around 195,000 million Muslims.
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World Population Based on Religion
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Figure 2 World Population Based on Religion

Based on figure 2, Christiany is the first largest populalation in the world. Means found
2.2 billion Christians (32% of the world population), 1.6 billion Muslims (23%), 1 billion
Hindus (15%), almost 500 million Buddhists (7%) and 14 million Jews (0, 2%) worldwide
in 2010. This could be an opportunities that Halal cosmetics isn’t only focus to Muslim
community but also all religion in the whole world because halal labelled cosmetics can
be enjoyed by all people with all religious backgrounds.

The beauty industry market in Indonesia is not only entered by domestic players but also
many foreign players who enter the beauty market in Indonesia. Many beauty brands
are traded in Indonesia, the most popular local brand is Wardah. While Maybeline has
attracted many consumers in Indonesia long before the local beauty brand in Indonesia
dominated the market.
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Figure 3 Women's Favourite Cosmetic Survey in Indonesia

At first, there were not many cosmetics that included halal labels on their products.
Then, in 2005 Wardah already had halal certification by LPPOM MUI and then this trend
began to be followed by competitors in other Halal cosmetics markets. In the survey, not
only cosmetics brands were halal but also non-Halal cosmetics such as Maybeline and
Revlon. In Indonesia there are around 41 brands of beauty products that already have
halal certification from the Institute for Food, Drug and Cosmetic Studies of the
Indonesian Ulema Council (LPPOM MUI). This number is still relatively small when
compared to the number of cosmetic products in Indonesia ranging from local brands to
foreign brands.

The rise of cosmetic products today is undeniably caused by technological
developments. For ordinary people, beauty products that can make bright in a short
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time are the best. In fact, behind that, there are many chemicals that are harmful to the
skin and also substances that are prohibited by Islamic law or haram. Chemicals such as
Methyl & Propyl & Butyl & Ethyl Paraben, Propylene Glycol, Triclosan, and Hydroquinone
are very easy to find in the market of cosmetic products if consumers are not keen on
buying. Those chemical ingredients are very dangerous because it might contain
carcinogenic. While carcinogenic means any substances that cause cancer by changing
deoxyribonucleic acid (DNA) in the body's cells, and this interferes with biological
processes.

This study was conducted to determine how consumer’s ability in purchasing halal
labelled cosmetics in Yogyakarta using Contingent Valuation Method (CVM). To take a
sample of this research, the author take the under graduate students in Universitas
Sanata Dharma and Universitas Atma Jaya Yogyakarta. The reason behind why the
author choose Universitas Kristen Duta Wacana, Universitas Sanata Dharma, and
Universitas Atma Jaya Yogyakarta as a sample because location at those universities are
right in the middle city of Yogyakarta. Those universities are the universities that adapt
Christian principle in order to learn and study. According to Kamaruddin (2012), two
locations were chosen due to its location that reflects the lifestyle of the urban and rural
Muslim population. The objective of Contingent Valuation Method (CVM) is to
determine the willingness to pay (WTP) of the community and a desire (willingness to
accept).

In order to develop the Halal Industry especially Halal Cosmetics in Indonesia, it needs
an awareness from Muslim and Non Muslim community itself to consume halal labelled
cosmetics and also support from government, communities, and institutions. The halal
cosmetics development is important to increase sales by creating beauty products with
halal label as Indonesia has big Muslim population. So that the author took “Analysis
Factors of Willingness to Pay for Halal Labelled Cosmetics on Non-Muslim Community in
Yogyakarta (Study at Universitas Kristen Duta Wacana, Universitas Sanata Dharma and
Universitas Atma Jaya Yogyakarta, Special Region of Yogyakarta)”

Research Method

The subject of this research is student who study in Universitas Kristen Duta Wacana,
Universitas Sanata Dharma, and Universitas Atma Jaya Yogyakarta. Those universities
are based on Christian principle in order to learn and teach.

The types of data that used in this research is primary data. Which primary data is an
original data or the new data that obtained or collected directly by the author on 11" of
March 2019 until 21 of March 2019. The primary data in this study obtain by spreading
the questionnaire using Google Form.

The sampling technique that used in this research is purposive sampling method.

Purposive sampling method is a sampling techniques that considers several
requirements for the source of data taken. The author used this method because there
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were reasons like the limitation of time, cost, and also energy. There are several
requirements needed in order to take a sample, as follows:

Non-Muslim

Women ( 16 — 30 years old)

Actively using halal labelled cosmetics in daily life

Take a study in Universitas Kristen Duta Wacana, Universitas SanataDharma, and
Universitas Atma Jaya Yogyakarta.

HwN e

Because there is no information about the exact number of students in Universitas
Kristen Duta Wacana, Universitas Sanata Dharma, and Universitas Atma Jaya Yogyakarta
are not known yet, then the expected number of students during the year of research
using adaptive expectation where number of students in 2017 is the same as students in
2018. Determination of the sample using adaptive expectation in Zahroh (2016), namely:

N
14+ N(e)?
Where:
n = number of samples to be studied
N = number of students
e = per cent leeway carefully situations due to lack of sampling error is still

tolerated (set at 10%).

Based on Bureau of Cooperation and Public Relations from selected universities, the
total student in Universitas Kristen Duta Wacana is 5.000, the total student in
Universitas Sanata Dharma is 10.728, and the total student in Universitas Atma Jaya
Yogyakarta is 11.107. So the total student from those three universities are 26.835.
Based on the information, the author could calculate the total sample needed for this
research by using Slovin formula:

26.835
1+ 26.835 (10%)?2
26.835
n=_——
269,35
n=99,6
n =100

This result obtained from the Slovin formula, the number of respondent needed is 100
from the total population of those three universities.

This research used several independent variables namely product knowledge,
consumers’ awareness, purchase frequency, promotion, and income. While the
dependent variable in this research is respondent’s willingness to pay. Those variables
are taken based on previous studies which serve as reference in this research. The
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research used the regression estimation technique of multiple linear regression with
SPSS v. 21 . Multiple linear regression is used to test two or more independent variable
(explanatory) against the dependent variable. The regression model used in this
research is as follows:

WTP = B0 + B1 Knowledge + B, Promotion + B3 Aware + 34 Purfreq + Bs Inc+ e

Where:

WTP = Willingness to Pay

Bo = Intercept

Bi... Bs = Regression Coefficient
Knowledge = Knowledge of Product
Promotion = Promotion of Product
Aware = Consumers’ Awareness
Purfreq = Purchase Frequency
Inc =Income

e = Error Term

Result and Discussion

A. Analysis of Willingness to Pay

The approach taken with the CVM analysis tool in this study was used to determine the
value of respondents' WTP for halal labelled cosmetics. The result of implementing CVM
are as follows:

1. Setting up the Hypothetical Market

Based on market hypotheses that have been built at the time of research, namely:
“Since 2005, cosmetic products that highlight the brand image as halal cosmetic
products have started to be in great demand by the public. To get the halal logo in the
cosmetic packaging, cosmetic companies must pass a series of halal certification by
LPPOM MUI. At present, circulating cosmetics are vulnerable to containing ingredients
that are not halal and also dangerous which should be watched out for. The use of
cosmetics with ingredients that are not halal (lard, pig collagen, and all its derivatives)
and dangerous (mercury, paraben, triclosin, etc.) in a long period of time can harm and
damage the skin so it is feared can cause cancer.”

2. Obtaining Bids

The technique used to obtain the WTP value is an open ended question, which is done
by giving an open question to the respondent about the value to be paid. Respondents
will answer directly what is the maximum WTP value for halal labelled cosmetics. Which
in this research the category of cosmetics consist of skincare, make up, body & oral care,
hair care, and perfume.
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3. Estimate the Mean of WTP

The estimation of respondents' WTP (EWTP) average value is calculated based on the
data of distribution of respondents' WTP using the EWTP formula.

mn

EWTP = Wi
=1
Where:
EWTP :estimate mean of WTP
Wi : the value of WTP to-i
n : total respondent

I : respondent to-l that willing to pay (= 1,2,....n)

Table 1 Distribution of WTP

No Product EWTP TWTP

1 Face Wash Rp43.750 Rp1.130.587.500
2 Face Powder Rp74.420 Rp1.923.161.640
3 Body Wash Rp31.670 Rp818.416.140
4 Toothpaste Rp20.610 Rp532.603.620

5 Shampoo Rp21.230 Rp548.625.660
6 Body Mist Rp78.310 Rp2.023.687.020
TOTAL MEAN Rp44.998 Rp1.162.846.930

4. Estimate Bid Curve

The respondent's WTP curve is based on the WTP value of the respondents to the
number of respondents who choose the WTP value.

5. Aggregating Data

Adding data is a process where the mean value obtained from step three is converted to
the population in question using the formula:

T
TWTFE = Z WTPFiF
£=0
Where:
TWTP =Total WTP

WTPi = WTP individual sample to-i
P = Population
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B. Quality Data Test

1. Multicollineary Test

The purpose of the multicollinearity test in this study was to examine whether the
regression model found a correlation (strong relationship) between independent
variables. To determine the absence or presence of multicollineary in this regression
model, it may by looking at the value of Variance Inflation Factor (VIF) and Tolerance, as

if VIF < 10,00 and the tolerance value > 0,10 so it means there no multicollinearity.

Table 2 Value of Tolerance and VIF

Instrument Collinearity Statistics
Tolerance VIF
PK 0,750 1,334
PR 0,837 1,195
CA 0,790 1,266
PF 0,815 1,228
INC 0,867 1,153

From Variance Inflation Factor (VIF) it shows that there is no independent variables that
have VIF value < 10,00 so it means there is no multicollinearity between independent
variables in regression model.

2. Heteroscedasticity Test

Heterocedasticity test is part of the classic assumption test in regression analysis which
aims to test whether in the regression model there is an inequality of variance from
residual values one observation to another observation is fixed, it is called
homoscedasticity. However, if the variance of the residual value is one observation to
another observation is different then it is called heteroscedasticity. A good regression
model shouldn’t occur heterocesdasticity.

To determine the presence or absence of heteroscedasticity in the regression model is
to perform the Glejser test. Decision making in heteroscedasticity test using Glejser test
is a significance value (Sig.) Greater than 0.05, so the conclusion is that there is no
heteroscedasticity in the regression model.

Table 3 Glejser Test

Instrument t Sig.
PK -1,920 0,058
PR -1,874 0,064
CA 1,010 0,315
PF -0,146 0,884
INC 1,030 0,306

It shows that the value of significance from all independent variables are greater than
0,05. So it means that there is no heteroscedasticity in this regression model.
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3. Normality Test

The normality test aims to test whether the data used in the study is normally
distributed or not. Good data should be normally distributed data. The basis of decision
making in the normality test is if the significance value (Sig.) is greater than 0.05 then

the research data is normally distributed.

Table 4 Normality Test

Statistics Unstandardized Residual
Kolmogorov-Smienov Z 0,851
Asymp. Sig (2-tailed) 0,464

From the table 4 it shows the result of normality test. From the result, the value of
Asymp. Sig (2-tailed) is 0,464 it means the value is greater than 0,05 which means the
residual is normally distributed.

C. Regression Estimation Result

Regression analysis is a model that use in this research and the model in this research is
formulated with SPSS v. 21 as follows:

WTP = B¢ + B Knowledge + 3, Promotion + ;s Aware + B4 Purfreq + Bs Inc+ e

Where:

WTP = Willingness to Pay

Bo = Intercept

Bi... Bs = Regression coefficient
Knowledge = Product Knowledge
Promotion = Promotion of product
Aware = Consumers’ awareness
Purfreq = Purchase frequency
Inc =Income

e = Error term

Table 5 Regression Model

Model Definition Standardized Coefficients t Sig.
(Constant) -2,651 0,009
PK Product Knowledge 0,014 0,170 0,866
PR Promotion -0,020 -0,253 0,800
CA Consumers' Awareness 0,192 2,490 0,015
PF Purchase Frequency 0,619 8,135 0,000
INC Income 0,167 2,285 0,025
R-square 0,531

F-stat 21,299

Prob F-stat 0,000
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D. T Test (Variable Interpretation)
1. Product Knowledge

Based on the degree of freedom (df) 100-5-1 and the significance is 5 percent (a = 0.05),
then the t table obtained 1,986. From table 5, it shows that the value of t value of
knowledge product is 0,286 (0,286 < 1,986) and the significance value is 0,775 (0,775 >
0,05). So the null hypothesis (Ho) is accepted and the alternative hypothesis (Ha) is
rejected, so it means that product knowledge is significantly not influence the
willingness to pay for halal labelled cosmetics.

2. Promotion

Based on the degree of freedom (df) 100-5-1 and the significance is 5 percent (a = 0.05),
then the t table obtained 1,986. From table 5, it shows that the value of t value of
promotion is 0,033 (0,033 < 1,986) and the significance value is 0,974 (0,974 > 0,05). So
the null hypothesis (Ho) is accepted and the alternative hypothesis (Ha) is rejected, so it
means that promotion is significantly not influence the willingness to pay for halal
labelled cosmetics.

3. Consumers’ Awareness

Based on the degree of freedom (df) 100-5-1 and the significance is 5 percent (a = 0.05),
then the t table obtained 1,986. From table 5, it shows that the value of t value of
consumers’ awareness is 2,490 (2,490 > 1,986) and the significance value is 0,015 (0,015
< 0,05). So the null hypothesis (Ho) is rejected and the alternative hypothesis (Ha) is
accepted, so it means that consumers’ awareness is significantly influence the
willingness to pay for halal labelled cosmetics. Table 5 explains about positive and
significant relationship between consumers’ awareness variable and Willingness to Pay
(WTP). Means that when the awareness from consumers increase, so it will increase the
Willingness to Pay (WTP) of halal labelled cosmetics with assumption the others
variables are constant.

4. Purchase Frequency

Based on the degree of freedom (df) 100-5-1 and the significance is 5 percent (a = 0.05),
then the t table obtained 1,986. From table 5, it shows that the value of t value of
purchase frequency is 7,485 (7,485 > 1,986) and the significance value is 0,000 (0,000 >
0,05). So the null hypothesis (Ho) is rejected and the alternative hypothesis (Ha) is
accepted, so it means that purchase frequency is significantly influence the willingness
to pay for halal labelled cosmetics. Table 5 explains about positive and significant
relationship between purchase frequency variable and Willingness to Pay (WTP). Means
that when the consumers purchased the halal labelled cosmetics more often, so it will
increase the Willingness to Pay (WTP) of halal labelled cosmetics with assumption the
others variables are constant.
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5. Income

Based on the degree of freedom (df) 100-5-1 and the significance is 5 percent (a = 0.05),
then the t table obtained 1,986. From table 5, it shows that the value of t value of
income is 2,285 (2,285 > 1,986) and the significance value is 0,025 (0,025 > 0,05). So the
null hypothesis (Ho) is rejected and the alternative hypothesis (Ha) is accepted, so it
means that income is significantly influence the willingness to pay for halal labelled
cosmetics. Table 5 explains about positive and significant relationship between income
variable and Willingness to Pay (WTP). Means that when the income of consumers
increase, so it will increase the Willingness to Pay (WTP) of halal labelled cosmetics with
assumption the others variables are constant.

E. FTest

Based on the degree of freedom (df) 100-5-1 and the significance is 5 percent (a = 0.05),
then the Finie obtained 2,311. From table 5, it shows that the value of Fuaueis 21,299 and
the value of probability is 0,000. To decide whether Ha is rejected or accepted there is
several criteria:

e Hois accepted and Ha is rejected if Fyaiye < Frabie OF the significance > 0,05
e Hois rejected and Ha is accepted if Fyae > Frabie OF the significance < 0,05

From criteria it can be decided that the null hypothesis (Ho) is rejected and the
alternative hypothesis (Ha) is accepted. Because the Fyaefrom table 5 is 21,299 (21,299
> 2,311) then the probability value is 0,000 (0,000 < 0,05). It means that consumers’
awareness, purchase frequency, and income are influence willingness to pay for halal
labelled cosmetics.

F. R?Test

The value of R? is useful for predicting and seeing how much the influence of the
variable X is given simultaneously to variable Y. it shows that the value of R?is 0,531
means purchase frequency influence willingness to pay for halal labelled cosmetics as
much as 53,1% and the other 46,9% influence by another factors outside from this
research.

Discussion
1. The Influence Product Knowledge on Willingness to Pay

The first hypothesis of this research is product knowledge significantly influence
willingness to pay for halal labelled cosmetics on non-Muslim community in Yogyakarta.
Based on primary data that has been processed, the result is product knowledge not
significantly influence willingness to pay for halal labelled cosmetics on non-Muslim
community. It may be because the respondents in this research are non-Muslim so they
didn’t take a big concern about the halal cosmetics. And also, product knowledge is not
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only the consumers know about product characteristic and the visual of product, but
also product knowledge including the consequences of using product, value of
satisfaction to be achieved by using product, and also to know the quality of product.
Means that consumers not only familiar with several halal labelled cosmetics product
but also should know the ingredient in the product.

2. The Influence Promotion on Willingness to Pay

The second hypothesis of this research is promotion significantly influence willingness to
pay for halal labelled cosmetics on non-Muslim community in Yogyakarta. Based on
primary data that has been processed, the result is promotion not significantly influence
willingness to pay for halal labelled cosmetics on non-Muslim community. Refer to
Kotler and Armstrong (2012), there is several ways to promote the product such as
advertising, sales promotion, personal selling, public relation, and direct marketing. The
assumption of why the promotion in this research did not significantly affect willingness
to pay for halal labelled cosmetics is that the promotion carried out is not too focused
on the "Halal" of a cosmetic product, but rather in terms of the cheap price and the
visual of product itself. For example, not every halal labelled cosmetic product put
“Halal” in their advertisement and did not take any concern too much on “Halal label”
when the company doing any cooperation with any celebrity or even just beauty
influencer in social media.

3. The Influence Consumers’ Awareness on Willingness to Pay

The third hypothesis of this research is consumers’ awareness significantly influence
willingness to pay for halal labelled cosmetics on non-Muslim community in Yogyakarta.
Based on the primary data processed, the result is consumers’ awareness positively
influence the willingness to pay for halal labelled cosmetics on non-Muslim community
with assumption the other factor is constant. It means that as the consumers’
awareness increase, then the willingness to pay for halal labelled cosmetics also
increase.

4. The Influence Purchase Frequency on Willingness to Pay

The fourth hypothesis of this research is purchase frequency significantly influence
willingness to pay for halal labelled cosmetics on non-Muslim community in Yogyakarta.
Based on the primary data processed, the result is purchase frequency positively
influence the willingness to pay for halal labelled cosmetics on non-Muslim community
with assumption the other factor is constant. It means that as consumer purchase the
product more often, then the willingness to pay for halal labelled cosmetics also
increase.

5. The Influence Income on Willingness to Pay

The fifth hypothesis of this research is income significantly influence the willingness to
pay for halal labelled cosmetics on non-Muslim community in Yogyakarta. Based on the
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primary data processed, the result is income positively influence the willingness to pay
for halal labelled cosmetics on non-Muslim community with assumption the other factor
is constant. It means that as the income increase, then the willingness to pay for halal
labelled cosmetics also increase.

Conclusion

Based on analysis result and discussion, it already answers the research question about
analysis willingness to pay for halal labelled cosmetics on non-Muslim in Yogyakarta. (1)
The estimating mean of WTP (EWTP) of facial wash is Rp43.750, facial powder is
Rp74.420, body wash is Rp31.670, toothpaste is Rp20.610, shampoo is Rp21.230, and
body mist is Rp78.310. The total mean of WTP for cosmetics is Rp. 44.998. (2) Product
knowledge does not significantly influence the willingness to pay for halal labelled
cosmetics in Yogyakarta. Because these days, the consumers only know about the visual
of product. Meanwhile the product knowledge also covers about the quality of product
and the consequences of using product. (3)Promotion does not significantly influence
the willingness to pay for halal labelled cosmetics in Yogyakarta. In this research,
promotion indicators doesn’t contain promotion tools like price discount, free sample,
and buy one get one. (4) Consumers’ awareness does positively and significantly
influence the willingness to pay for halal labelled cosmetics in Yogyakarta. (5) Purchase
frequency does positively and significantly influence the willingness to pay for halal
labelled cosmetics in Yogyakarta. (7) Income does positively and significantly influence
the willingness to pay for halal labelled cosmetics in Yogyakarta.
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