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Abstract

This paper analyzed the market dynamics of cosmetic stores located in district Pabean Cantikan,
Surabaya, through an economic lens such as demand, supply, elasticity, and market equilibrium. This
research was aimed at identifying the quantity demanded and supplied of a good or service, while
focusing on the market equilibrium and the elasticity. The primary data was collected by interviewing
the owner of a cosmetics store by using microeconomic concepts, while the secondary data obtained
from population report articles. This experience revealed the customers behavior, common operational
challenges and the elasticity as the quantity demanded is sensitive towards change in price. According
to those challenges the owner chose to focus on pricing, the operation kept clean and improved the
customer service.
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1. Introduction

In today’s world, the cosmetics industry is one of the fastest growing sectors here in Indonesia
because of its customer awareness about health and appearance. Beauty and skincare products are no
longer considered as something luxury, instead, they have become part of most people’s daily routine.
Here in Surabaya, we can see that change almost everywhere with the diverse community and lifestyle
demand from people. Amid the many districts here in Surabaya, Pabean Cantikan is an interesting
case for studying establishments and operations of cosmetic stores. Pabean Cantikan is known
historically as a bustling place with many traditional markets, mechanic shops and of course beauty
and lifestyle stores.

Pabean Cantikan is one of the oldest districts in Surabaya. Its name has a unique meaning
from “Pabean” (customs) and also “Cantikan” (beauty) which connects with the trading culture in that
area. The district is very crowded from the population with various economic backgrounds from
middle class families to small workers in other sectors. Pabean Cantikan is far from shopping malls or
high end retail centers in Surabaya, businesses here rely heavily on accessibility, affordability and also
trust. The environment in Pabean Cantikan creates big opportunities for cosmetic stores to not only
serve as a provider of beauty and lifestyle products but also as accessible spaces for locals to explore
their needs and preference with the variety available.

The rise of demand for cosmetics consumption in districts/areas like Pabean Cantikan can be
caused by several factors. First can be the influence of social media especially with all the big and
even small, starter creators that are rising on platforms like Tiktok, Instagram and YouTube that
constantly introduce new skincare, makeup and product recommendations, which very quickly reach
younger generations even in traditional/old districts. Second, the affordability of the cosmetics being
sold, combined with the availability of other products through online platforms like Shopee, Lazada,
Tiktok Shop and Tokopedia has expanded the consumer choice. With this, residents of Pabean

128



THE 12™ Proceeding
I C () E N e The 12" International Conference on Entrepreneurship
Thriving in Turbulence: How Entrepreneurs Navigate Disruptive Global Challenges

Cantikan no longer need to travel far to other commercial areas to access cosmetics they want to buy
and can find them in their own neighborhood stores.

Opening and operating a cosmetics store in Pabean Cantikan also opens our eyes to consumer
behavior in traditional districts (kampung). Unlike the consumers in malls and high end retail places,
who are often influenced by premium branding, customers in Pabean Cantikan are more likely to
prioritize products affordability, BPOM, Halal certificates and trust in sellers. Oral communication,
personal recommendations from people around and trying on products play such a big role. This can
create a lot of opportunities and challenges for store owners. On one side, they can build trust with
their customers who are most likely to repeat purchases and stay loyal. On the other side, they can
face competition from nearby stores and even informal businesses who offer similar or even the same
products at lower prices.

An important cultural factor of his district is seen by the strong community, where for many
women in the area, cosmetics is not only about enhancing their appearance but also about maintaining
confidence in social life and joining certain events. In this district men are also entering the cosmetics
market, especially gen z and millennials who want to improve their confidence. The cosmetic store
here in Pabean Cantikan does not only serve as a retail business but it can also show the evolving
behaviours for beauty and personal care.

This purpose of this paper is to analyze the role and challenges of operating a cosmetics store
in Pabean Cantikan, Surabaya. It will explore how consumer preferences, social media, product
information and overall market can influence the store’s operation and also strategy on how to keep up
with today’s growing health and beauty world. It will also study the importance of understanding
supply and demand, maintaining competitive pricing and adapting to trends in the beauty industry.
Focusing on this specific district, this study aims to provide understanding of the cosmetics business
in Indonesia, how to make it work and lessons that can help other entrepreneurs who want to grow
similar businesses in busy areas.

2. Literature Review

Demand and supply represent market activity and transactions between consumer and
producer that become the key concept in economics. Demand represents quantity demanded of a good
or services that consumers are willing to buy at certain price levels. While supply shows quantity
supplied of a good or service that producers are willing to sell at certain price levels. Both supply and
demand are also influenced by several factors such as consumer's needs, preference, and purchasing
power. Reflecting on the demand and supply in Pabean Cantikan store, the demand is influenced by
the increasing consumer awareness about health and safety certification in cosmetic products that is
boosted by social media and the accessibility of products in the district. While, supply is influenced by
the variation of cosmetic products that can be purchase in offline or online store with suppliers focus
on affordability and product certifications such as BPOM and Halal certification that gain customer
trust that assure them that the products are safe and that also can fulfill their needs. By understanding
the concept of demand and supply, it assists Pabean Cantikan stores to manage the quantity and price
levels effectively which ensures that the store has provided the product that the customer preferred at
an affordable price. In addition, other factors also influence the supply and demand of the store such
as consumer's economic background, purchasing power, and preferences. In
Pabean district consumer's economic background are mostly from middle-lower income families
which could affect purchasing power and demand levels. Thus, require the store to provide products
that meet the customer's preference and budgets. This concept is very important for a Pabean Cantikan
store that is located in a traditional district to maintain competitiveness and maximise profit.

Market equilibrium refers to the quantity demanded of a good or service is equal to the
quantity supplied at a certain price agreed by both consumer and producer. At the equilibrium price, it
does not need any adjustment or actions taken as all available products are produced and consumed
without surpluses or shortages. The equilibrium aims to measure that the resources are allocated and
used at an optimum level, which effectively match with both produced and consumed products.
According to the economic background of Cantikan Pabean stores, consumers are more responsive
and sensitive to price changes. Therefore, with the help of equilibrium it helps to ensure that the
business is sustainable by preventing overstocking that could negatively impact the capital or
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understocking which could lose potential customers to competitors. Moreover, the market equilibrium
is maintained through adjustments based on feedback, recommendations, and competition from other
similar suppliers. These influenced supply and demand of the products in store. Sustaining balance is
very crucial to maintain long term operations while also adapting to market volatility affected by
trends, popularity, or economic changes.

Elasticity is a fundamental idea that reflects how sensitive the quantity demanded or supplied
of a product changes if there is a change in price or other economic factors. Price elasticity of demand
measures how quantity demanded changes in response to a price change by consumers, while price
elasticity of supply measures how quantity supplies change in response to price change used by
producers. In the context of Pabean Cantikan stores, customers are more sensitive and responsive to a
price change in products sold. For instance, if the demand elasticity is high, a small change in price
can lead to a huge amount of sales decrease as customers will search for cheaper alternatives. Thus, it
requires store owners to be careful to set prices to remain competitive and also profitable.
Understanding elasticity helps the store to predict customer behavior as a response to a price change
and adapt promotions in order to balance supply with consumer sensitivity. On the supply side,
elasticity can affect how fast the store can adapt to demand change by adjusting price levels or
searching alternative brands, especially in a condition where a particular product's temporarily scarce
or unstable price in the market. By doing so, elasticity can measure customer's expectations and
ensure effectiveness on managing the store in a competitive market.

3. Methodology
3.1 Primary Data Collection

To study the demand and supply of the cosmetic industry in Pabean Cantikan, we gathered
primary and secondary data. This helps us to get real and accurate information for this study. To
collect primary data we visited Pabean Cantikan directly to observe the location, the store, the prices
of the goods, and how they dealt with customers. We also did an interview with the owner, we ask
about how to deal with customers asking for the goods and services, talking about costumers behavior,
costumer’s shopping habits, trends of beauty store, What's the most bestselling item in the store, what
are some operational challenges that they face in cosmetic industry, how to deal with inventory issues,
and how to know what customers want. By collecting this information it may help us understand the
real situation in the district, like how transactions work from sellers to buyers.
3.2 Secondary Data Collection
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Next is secondary data, from sources like online articles, journals, news, and other reports
about the cosmetic industry. In the resource we can find about the business growth in the market. By
using both methods we can study the demand by looking at what people want depending on the
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current beauty trends in social media and supply by how they store their products, from the
availability, how they price it, and how they reach the market.

It is supported by the demographic data from Indonesian Central Bureau of Statistics (BPS)
and the local government analyzes citizen's background to support this analysis. For instance, Pabean
district which is a part of Surabaya has over 3 million diverse people. This demographic is dominated
by the working class population with a middle income level. This information highlights the
population's preference on affordability and practicality of a product that influence cosmetic product's
demand. In addition, the economic data shows the income levels and urban density in Surabaya which
are the targeted and potential customers, as well as their purchasing power. This data will create a
critical foundation for businesses to understand market dynamics and consumer behavior in Pabean
district. Thus, links to the demand and supply, market equilibrium, and elasticity that contributed to
Pabean Cantikan store's outcome and performance.

4. Result and Discussion
4.1 Primary Data Insight

From our visit and interview with the cosmetic store owner in Pabean Cantikan, we learned
many important things about how the business actually operates in real time. First, most customers
come to the store looking for affordable products they can use every day. Most customers buy one or
two small items, like a lip balm, face wash, or compact powder. These customers are usually from the
district and earn only minimum wages, so they prefer affordable products rather than spending a large
amount all at once. On the other hand, loyal customers from outside the district or different parts of
the country usually buy in bulk orders through a contact person or even when they visit the store. The
store owner said it is common for people to come back often, even if they only buy something worth a
few tens of rupiah. This shows that people are careful with money and are consistent buyers.

Second, customers in this area really prioritize safety and trust in the community. Many of
them ask whether the products are BPOM certified or Halal. Instead of choosing based on luxury
products, they rely on what feels safe, affordable, and what the seller personally recommends. Word
of mouth matters a lot. If a friend or neighbor says a product works for them, people are much more
willing to try it especially in the district.

Third, we found out that the best selling products are practical and everyday items. Things
like sunscreen, moisturizer, facial wash, and inexpensive lip products are very in high demand. Sales
also increase drastically on certain seasons like lebaran, pay day and double dates especially online
where the discounts can be very high. Fourth, there are some challenges the owner faces. Sometimes,
trending products sell out quickly because demand changes faster than supply. On the other hand,
some items move slowly and the risk of expiration is too high if stored too long on the shelf.
Competition is also tough at nearby stalls and local retailers sometimes offer the same products for
cheaper price.

Lastly, the way the store serves customers is very personal. Many shoppers ask BAs (Brand
Assistants) for advice, especially older women who are not too familiar with different brands and can
rely heavily on the guidance when selecting/buying products. This makes the relationship between
seller and buyer very important. A friendly recommendation can often be a deciding factor in whether
someone buys or not.

The observations show that success in Pabean Cantikan is not about selling fancy brands and
more about being affordable, trustworthy, and responsive to the customer needs especially if they are
residents of the district which can determine the store’s reputation as well. If the store keeps a good
stock of trending and daily-use products while maintaining close relationships with customers, it can
keep growing even with heavy competition.

4.2 Secondary Data Insight

To add to our field observations, we analyzed secondary data from the existing studies,
reports and government statistics related to consumer behaviour and the cosmetics industry here in
Indonesia. According to data from the ministry, Indonesia’s cosmetics industry has been growing fast
these past years and is supported by domestic demand and also increasing consumer awareness of
beauty & personal health/care. In Surabaya, cosmetic consumption is mostly influenced by lifestyles,
social media trends and younger customers who view cosmetics as a self expression. But in districts
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like Pabean Cantikan, economic conditions can make affordability and practicality more critical
factors compared to luxury branding/products. Halal certificates have also become something very
crucial for customers in the district. People’s awareness about halal products has risen drastically and
customers in Pabean Cantikan almost all the time will ask for halal certified products. This shows that
there is a difference between consumer trends and local behavior when it comes to purchasing
products.

Secondary data also shows growth of digital platforms in determining demand for the
products. Social media influencers are usually the ones increasing the popularity of a product, which
explains why some items suddenly have higher demand. Even though e-commerce like Shoppee,
Lazada, Tiktok Shop, Tokopedia and etc are popular in Indonesia, many locals with lower income still
prefer to go physically to the offline stores where they can see, touch, directly interact with the
products and ask for recommendations from the workers.

4.3 Economic Analysis

Pabean Cantikan, a cosmetic store that is located in Pabean district operates in a competitive
environment that is influenced by various types of other businesses that are closely linked to each
other, local consumer behavior, and market trends which will influence the business outcome. These
linking businesses create both direct and indirect impact on Pabean Cantikan store's outcome and
sustainability. The beauty salons and spas that are located nearby become a complementary business
as they boost demand for skincare and beauty products sold by cosmetic shops. Spas and Salons'
customers often find cosmetics or beauty products to maintain their appearance with products such as
moisturizers, facial cleansers, and sunscreens. Not only spas and salons, businesses like restaurants
help to make new customers outside of work hours, stationary stores can help to provide urgent
supplies needed, hospitals as an emergency assistance, and courier services contributed in delivering
goods especially for customers who want instant or same day delivery. Therefore, by having related
businesses nearby could create collaborations between business services like spas and salons and shop
owners. These cooperation with salons could create a cross promotion or bundled offers that could
increase customer's interest and loyalty towards your business.

On the other hand, direct competitors such as street sellers who also sell cosmetic products
often have similar items with lower and more flexible prices. Thus, attracting potential customers
from the district. Competitors can decrease the cosmetic shop's revenue and lose some targeted
customers, it also pushes the store to have more strength such as product safety assurances, halal
certification, and personal customer service. In addition, with the help and influence of digital
marketplace and e-commerce platforms could help to extend the reach of targeted customer and
cosmetic products beyond Pabean district, that leads to a wider range of customers from other regions.
Even though these digital retail platforms may offer convenience and competitive pricing, it also
becomes a marketing tool to enhance product visibility and awareness among a wider range of
customers.

Pharmaceutical stores and health businesses indirectly influence the cosmetic shop by giving
complementary personal care products. Through their business it creates pedestrian traffic into the
location as customers tend to visit several stores to fill their beauty and wellness needs. Thus, it
creates an interconnected business environment based on consumer behavior and expectations that
will benefit cosmetic business, as well as with the convenient stores and traditional market that are
located in Pabean district which provide more accessibility benefits for customers to purchase beauty
and daily needs products.

There are three factors that influence the demand for cosmetics in the Pabean district. Firstly,
affordability is the most important factor, as most of the customers earn minimum income means that
they have a limited purchasing power and limited spare money to purchase goods or services.
Therefore, most customers aim for affordable, small items such as lip balms, compact powder, face
washes. Due to the price sensitivity, businesses aim for frequent and cheaper goods rather than
infrequent and expensive goods.

Second, building safety and trust towards the customers such as BPOM certification and halal
certification became customers' priority reflecting health concerns, officially approved, and religiously
safe. Halal certification is essential particularly in Indonesia as the majority of the society are Muslim.
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These assurances can build consumer's trust as they prefer trusted and certified products which are
recommended through mouth to mouth rather than luxury and high-end branded cosmetics.

The last factor is the product practicality or daily products such as sunscreen, moisturizer, lip
care, and facial cleansers. These daily products could contribute to a steady and high demand because
it is part of their daily skincare routines which highlights the customers preference due to the tropical
climate condition. This preference leads to the demand for practical products that protect and nourish
the skin rather than expensive cosmetic items with temporary attractiveness. Therefore, it will
encourage the cosmetic store to supply daily needs according to consumer preferences and priorities
in the district. With the strengths on Halal and BPOM certifications, affordability, and product
information on ingredients could gain customer's consideration in order to purchase the products.

Due to these demand factors, Pabean Cantikan stores face supply challenges to meet the customer's
preferences and needs. To manage inconsistent demand is an essential operational concern. Products
that are trendy can be sold quickly, which is frequently faster than the supply chain to restock,
therefore it leads to the loss of potential customer and transaction opportunities. On the other hand,
stagnant items will have the risk of expiration on stocks which leads to losses. Therefore, it pressures
the business to be careful on choosing resupplied items in order to balance customer's behavior with
the stock available.

Additionally, this challenge arises due to the competition with other competitors who sell
similar products and offer lower prices. It encourages Pabean Cantikan business to be competitive in
price while also maintaining sustainability and profitability. Moreover, the business aims to
differentiate itself through personal customer service and certified original product, however
competing against less expensive and unofficial suppliers could create a bigger challenge. In order to
maintain sustainability and competitiveness, efficiently restocking and sourcing popular and trendy
products are required by businesses especially in the competitive market. Finding good suppliers that
give good prices and stable stock is very important to manage supply shortages and meet demand
efficiently.

It can be highlighted that the demand of the product is likely elastic as quantity demanded is
sensitive and more responsive towards change in price due to factors like limited income that leads to
limited purchasing power and extra money to spend. Thus, customers prefer to purchase affordable
and practical products. With the influence of substitute or alternative suppliers with lower prices
increase the elasticity, as customers can easily shift to buy substitute goods if price increases.
However, looking in other perspectives in the area of safety and certification such as

BPOM and halal certifications that gain customer's trust, the demand can be underlined as
inelastic as certain product needs must be fulfilled regardless of price. This underlines that demand is
price elastic which means that when the price is low, more quantity demanded, this reflects on
customer's high sensitivity and response towards price changes. Identifying potential opportunity
costs of opening cosmetic stores in Pabean district is also crucial such as allocating resources that
could alternatively be invested in other business sectors such as food and beverage business, clothing
stores, or even other convenience stores that provide a higher partnership due to a wider daily demand
or less competition. Moreover, by investing on digital platforms and e-commerce platforms can reach
a wider range of younger customers and outside regional range that could provide alternative business
potential customers with a higher profitability compared to traditional stores that have a higher risk
and challenge in a competitive market.

5. Conclusion

The cosmetics market in Pabean Cantikan is showing a stable growth, also with a stable
demand for essentials such as face wash, sunscreen, and lip products, including a noticeable growth
during certain periods and online promotions. Customers heavily compare products by its price,
product safety, and trustworthiness. By providing BPOM and Halal certifications, along with staff
who can give unbiased advice are strong factors for building customer loyalty and pleasant
experience.

For starters, the market is available as long as the focus stays on reasonably priced products,
restocking trending items quickly, and reliable quality and safety. Rather than relying only on flashy
branding and advertisements. The main challenges come from fast moving trends that increase
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demand significantly in the short term at where the supply doesn't meet it's demand, risks supply that
are being kept close to its expiry dates, and intense price competition from nearby local retailers. To
control this, tighter inventory control with seasonal stock planning, and simple collaborations with
salons or spas that benefit from the products can go a long way. Overall, this is a promising
opportunity, as long as operations are kept clean, pricing stays competitive, customer service is able to
please customers and a personal fit to the way locals like to shop.
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