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Chapter 1

1.1 The resurgence of the creative economy
The idea of utilising creativity in economic development, the concept of the ‘creative 
economy’, has grown in developed countries. Detroit provides an anecdotal example 
of how this idea emerged in this context. In the first half of the 20th century, 
Detroit was widely known as a factory town and the world’s automotive capital. 
The automobile industry dominated the urban economy and absorbed a massive 
amount of labour. The ‘Big Three’, namely General Motors, Ford and Chrysler, were 
the most prominent car producers at that time (Sugrue, 2004). However, since the 
1950s, the city’s car industry has suffered from global competition. Many firms 
closed down, while some of the surviving large companies, as well as the parts 
suppliers associated with the industry, moved production out of Detroit. They 
relocated to the southern US and also to Canada and Mexico (Sugrue, 2004). As the 
major plants in Detroit stopped operating, workers increasingly left the city. This 
economic decline had serious effects on the city’s economy, with local businesses 
that had once catered to many people shutting down. The city’s population gradually 
declined from a high of over 1.8 million people in 1950 to about 700,000 in 2010 
(Brook, 2012). Poverty and crime rates increased significantly. With at least 70,000 
abandoned buildings, 31,000 empty houses and 90,000 vacant lots, many areas 
in the city were falling into a state of ‘urban decay’ (Binelli, 2012; Brook, 2012). 
Some even refer to Detroit as a ‘ghost town’ (Brook, 2012). Even worse, in 2013 the 
city filed for municipal bankruptcy, the largest in US history (Kaffer et al., 2013). 
Although the city’s economy has declined, this has opened up avenues for other 
types of developments, especially in the arts and the ‘creative’ sector. Many artists 
and designers now consider living and working in Detroit for several reasons, such 
as cheaper rents. They buy up old buildings and plants and transform these into 
their workplaces (Swanson, 2015). Detroit is deliberately selected as a new home 
by artists and designers. In 2015, the city was designated as the ‘city of design’, part 
of the UNESCO Creative Cities Network. With this growing artistic and creativity-
based economic activities in Detroit, one might argue that this ‘ghost town’ has 
begun to revive and enter a new stage of development (DeVito, 2015).

Not only in the US, but also in many other developed countries, labour-intensive 
sectors, such as agriculture and manufacturing, have steadily declined and this 
has led to knowledge- and creativity-based economic activities ‘taking over’ the 
economy. The expansion of the creative sector is not just a natural phenomenon of 
economic restructuring: governments in developed countries now adopt the idea 
of promoting the creative sector as a tool for economic development. The creative 
economy is used not only in response to economic decline, but also proactively to 
stimulate innovation and regional growth (Gibson and Homan, 2004; Hall, 2000; 
Pratt, 2008).

Whilst the creative economy in developed countries is given an impetus by 
deindustrialisation and economic tertiarisation, the discourse on the creative 
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economy has spread to other parts of the world. Today, developing countries also 
adopt the idea of the creative economy as a tool for national and local development. 
However, the position and role of these industries in socioeconomic development 
in the context of a developing economy is still unclear. There has been only limited 
research on the role of the creative economy and creative industries in the context 
of developing countries. Understanding the different meanings and contributions 
of creative industries in this context is important. Given that the socioeconomic 
and institutional contexts of developing countries are clearly different from those 
in the developed world, the policy narratives brought from the ‘West’ might not be 
applicable in such settings (see Yeung and Lin, 2009). In this respect, this research 
looks into the feasibility of using the idea of creative industries as an instrument 
for regional economic development in developing economies in general, and in 
Indonesia in particular. To elaborate further on the motivation for this research, the 
following section (1.2) clarifies the somewhat fuzzy concept of the creative economy 
and what this implies for its adoption in the developing world. The subsequent 
sections present the research agenda (1.3), followed by the statement of research 
contributions (1.4) and the thesis outline (1.5).

1.2 The ‘fuzzy’ creative economy
Referring to the title of the book written by John Howkins, the creative economy 
can be defined as ‘how people make money from ideas’ (Howkins, 2001). However, 
the essence of the term might not be that simple. The creative economy covers 
the production of creative products – or ‘creative industries’ – as well as related 
transactions and supporting activities. In practice, there has been an ongoing 
debate as to the definition of creative industries. The literature has documented 
numerous definitions and conceptual ideas of creative industries. One of the most 
referenced definitions is that put forward by the UK Department of Culture, Media 
and Sport (DCMS), which defined creative industries as

“those industries which have their origin in individual creativity, skill and talent 
and which have a potential for wealth and job creation through the generation and 
exploitation of intellectual property” (DCMS, 2001: 04).

Other definitions are generally along similar lines, in which creative industries 
have several features, such as ‘individual creativity, skill and talent’, ‘originality’, 
‘copyright’, ‘intellectual property’, ‘new knowledge creation’, ‘the use of recent 
technology’ and ‘innovation’ (e.g., Banks and O’Connor, 2009; Flew, 2013; Flew and 
Cunningham, 2010; Garnham, 2005; O’Connor, 2012). These features essentially 
reflect the positioning of creative industries in the era of the knowledge economy 
and post-industrialisation, in which ideas and knowledge are essential (Flew, 2013; 
Montgomery, 2007). However, it is difficult to measure such features and, in the final 
analysis, everything can be creative. Further, the debate on this definitional issue is 
concerned with the distinction, as well as the complementarities, between the ‘newly 
found’ idea of creative industries and the previously used term ‘cultural industries’. 
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The UK situation can again be used as an illustration. In 2001, the DCMS classified 
advertising, architecture, art and antique markets, crafts, design, designer fashion, 
film and video, interactive leisure software, music, performing arts, publishing, 
software and computer services, and television and radio as creative industries. 
A criticism of this classification is that the idea of creative industries is nothing 
new, and that it is just rebranding the notion of cultural industries (e.g., crafts, 
film and performing art) and extending it by adding some subsectors that have 
totally different characteristics, such as software and computer services (O’Connor, 
2012). In 2013, the UK government proposed excluding crafts and antiques from 
the list of creative industries on the basis that ‘high-end craft occupations contain 
a creative element, but the view is that in the main, these roles are more concerned 
with the manufacturing process, rather than the creative process’ (DCMS, 2013: 
15). However, many parties opposed this proposal. In 2015, a new classification was 
established and, rather than excluding crafts, the UK government expanded the 
category to include ‘museums, galleries and libraries’ as part of creative industries 
(DCMS, 2015). This notably blurs the essence of ‘newness’ and ‘innovation’ in the 
creative industries. However, it can also be seen as responding to the criticism that 
the ‘modern’ tone voiced by the concept of creative industries is, to a certain extent, 
insensitive to the prominence of cultural identity in society (Hesmondhalgh, 2007; 
O’Connor, 2000, 2012).

Overall, the UK situation shows that the broad, inclusive scope of ‘individual 
creativity’ is fuzzy and leaves room for interpretation. This situation is also found 
in the context of Indonesia and other developing countries. Economic activities 
based on cultural creativity have been and still are present in these countries, but 
the characteristics of these activities differ from those in the developed world.1  In 
this regard, this thesis contributes to addressing the definitional fuzziness when it 
comes to creative and cultural industries in the context of a developing economy. 
More specifically, it attempts to translate the conceptual definition into an empirical 
measurement, and in so doing overcome various challenges and the lack of data. In 
this, the Western concept of creative industries is referred to and reflected on the 
actual conditions and local potentials.

1.3 Importing the creative economy: meanings, patterns 
and impacts in the developing world

Facilitated by the advance in information technology (IT), the creative economy 
can spread rapidly, not only in developed countries but also in the developing world 
(see Pratt, 2009). In developed countries the creative economy is hotly debated 
because it offers new imaginations of urban and regional development while, at 
the same time, raises controversies, such as social exclusion (e.g., Peck, 2005). The 
development of creative industries in a developing economy reflects a different 

1 See Section 2.2 (Chapter 2) and Section 3.2 (Chapter 3) for a more detailed discussion on this issue.
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setting. Although the term ‘developing countries’ covers nations with different 
levels of socioeconomic development (see De Beukelaer, 2014), they generally 
have less advanced regional economies and technologies than those in ‘developed 
countries’, and this might present an obstacle when it comes to supporting 
innovation in knowledge- and creativity-based economic activities (Yusuf and 
Nabeshima, 2005). In such countries, manufacturing and often agriculture are still 
important contributors to the economy. Social, entrepreneurial and institutional 
environments also differ from those in the developed world. Entrepreneurial 
activities are often performed not because of a recognition of opportunities, but 
because people cannot find other jobs to earn a living (Singer et al., 2015). 

Utilising cultural creativity is not new in Asian and developing countries. Culture-
based economic activities are to be found in these nations, but these are generally 
craft-intensive (UNESCO and UNDP, 2013). Their products tend to be ‘stagnant’ 
over time, as heritage values are preserved and highlighted as selling points 
(Kong et al., 2006). Despite these characteristics, which somewhat contradict the 
conceptual ideas of the creative economy and creative industries, governments 
in several countries promote these traditional businesses, more recently referred 
to as ‘traditional cultural industries’, as creative industries. These traditional 
businesses actually have very different characteristics in that they pay less attention 
to intellectual property and innovation, which are important features of creative 
industries (Kong et al., 2006; UNESCO and UNDP, 2013). Given the different 
socioeconomic contexts and development trajectories in developing economies, the 
terms creative economy and creative industries could have different meanings and 
positions in a developing economy. It is unclear whether the creative economy is a 
suitable instrument for urban and regional development in developing countries. 
In other words, it is unknown whether creative industries can stimulate regional 
economic development in this different context, and how such industries should be 
incorporated in development policies.

Three important facets encourage research on creative industries in the regional 
context of developing countries. First, the definitions and classifications of 
creative industries vary across developed countries (Evans, 2009). It is therefore 
unsurprising that different interpretations of the creative economy are found in 
developing economies. Some have already started to value innovation and new 
knowledge, but others simply see the meaning of the creative economy as protecting 
traditional culture (Kong et al., 2006; O’Connor and Xin, 2006). Although there is 
growing interest in the mobility of the creative economy in the context of Asian 
and developing countries, little is understood about how this idea is fashioned 
among institutions in designing development policies, especially at the local level. 
Considering the diverse subnational characteristics and contexts, one can expect 
different interpretations of the creative economy across localities within a country. 
In particular, a strong attachment to traditional culture might influence the ways in 
which the term creative economy is interpreted. Such different understandings are 
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also facilitated by local autonomy, which provides discretion for local governments 
to govern development processes in their territories (Miraftab et al., 2008). 
Research has not examined how and by whom the notion of the creative economy 
is interpreted and implemented and, more importantly, to what extent this leads to 
a ‘successful’ implementation of the creative economy policy. In other words, it is 
important to identify whether the creative economy can shape local institutions and 
be operationalised through actions (see also Rodrik, 2014). Further, it is crucial to 
examine the implications of incorporating traditional cultural industries within the 
creative economy policy. Although these industries might not be innovative, nor in 
line with the conceptual idea of creative industries, they do reflect a specificity of 
‘creative industries’ in developing countries.

Second, the idea of the creative economy and creative industries is built upon the 
specific contexts of developed countries, but the adoption of this idea in developing 
countries is often not accompanied by a thorough identification of local potentials 
and challenges. It is unclear as to what extent creative industries are represented 
in existing conditions or, in other words, whether ‘creative industries’ really exist 
in this context. Based on the socioeconomic development levels in developing 
countries, one would expect creative industries to be still small in economic 
terms (see De Beukelaer, 2014). As in the developed world, creative industries 
are not distributed evenly, but found mostly in large metropolitan areas, and so 
it is important to identify where creative industries are situated in the context of 
a developing economy and how they ended up in certain regions. Understanding 
the regional patterns of creative industries can provide an insight into whether 
the idea of creative industries is applicable to regional socioeconomic contexts in 
developing economies. Further, it is necessary to compare the regional patterns of 
creative industries and traditional cultural industries. Both types of industry have 
clearly different characteristics and development trajectories and, thus, they could 
well be distributed in different regions. If this is evident, then both industries are 
likely to need different regional development support strategies.

Third, and related to this, there has been an ongoing discussion as to whether 
creative industries drive economic growth or vice versa (e.g., Marco-Serrano et al., 
2014; Potts and Cunningham, 2008). Whilst this discussion has been dominated 
by the context of developed countries, this issue is also important in the context of 
developing countries that are gradually implementing creative economy policies. 
Estimating the regional economic impacts of creative industries in the developing 
world is important for establishing whether the idea of promoting creative 
industries is a feasible instrument for regional development in this context. As 
traditional cultural industries are often large and included in creative industries in 
many developing countries, it is necessary to compare the economic contribution 
of ‘real’ creative industries with that of traditional cultural industries. Further, little 
is understood about the mechanisms through which creative industries deliver 
economic impacts. In the context of a developing economy, it is important to 
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examine the extent to which the specific characteristics of the developing world 
influence the ways in which creative industries contribute to the regional economy. 
One of the specific characteristics that might influence the mechanism is the 
societal values and norms that underlie the behaviours of creative firms. In the 
context of Asian countries, and certainly in Indonesia, societal values and norms 
are often strong and have the potential to influence economic processes in that 
social relationships and ties can sometimes kill economic competition (e.g., Iyer et 
al., 2005; Malecki, 2012).

1.4 Indonesia as a case in point
Indonesia is a good example of a country in which ‘the creative economy’ is being 
adopted in a context beyond the developed world. It is considered a developing 
country given its lower-middle level of gross national income per capita ($3630 
in 2014), a mid-range human development index (0.684) and an underdeveloped 
industrial base.2  The Indonesian government is currently adopting the idea of 
the creative economy and creative industries as a way to drive national and local 
development. However, its motivation seems different from that seen in developed 
countries, which is generally to respond to economic decline and to foster 
innovation (see Pratt, 2008). Rather, the Indonesian government is implementing 
its creative economy policy on the basis of its enormous cultural potential spread 
over 1300 ethnicities.

The emergence of the creative economy in Indonesia was stimulated by the growing 
number of young clothing producers and indie music makers in Bandung at the 
start of this century. These young creative people not only generated new local 
economic potentials, they also showed their initiative in pushing the idea of the 
creative economy as an instrument for local development policy and for developing 
Bandung as a ‘creative city’. Believing that the ‘success’ of Bandung could be replicated 
in other cities, the central government, through Presidential Instruction 6/2009, has 
obliged local governments to promote creative industries. Later, in the 2011 cabinet 
reshuffle, President Susilo Bambang Yudhoyono announced the formation of a new 
ministry: the Ministry of Tourism and Creative Economy (MTCE).3  The ministry’s 
name can be seen as indicating that the national government not only wants to 
foster the creation of new knowledge and ideas, but also to link creative industries 
with tourism development by using local cultural potentials. Given this intention, 
the creative economy in Indonesia clearly has a different meaning and position than 
that seen in developed economies. This is also indicated by the fact that, in many 

2 See http://data.worldbank.org/country/indonesia and http://hdr.undp.org/en/countries/profiles/
IDN
3 In fact, the MTCE did not exist for long. In 2015, President Joko Widodo decided to move creative 
economy affairs from the Ministry of Tourism to a new board, the Board of the Creative Economy 
(Badan Ekonomi Kreatif).
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regions, ‘creative industries’ are mostly associated with long-established traditional 
crafts that have become part of regional identities.

The choice of Indonesia as the basis for a case study is also relevant since it is 
part of the growing trend of decentralisation in developing countries. As in many 
other countries, Indonesia is experiencing decentralisation in which power, and 
the authority to govern, is devolved from the central government to the local 
governments (Hofman and Kaiser, 2006). This situation could indeed affect 
regional development processes. Decentralisation stimulates local governments to 
implement entrepreneurial strategies, including adopting the creative economy, that 
promote their territories. On the one hand, decentralisation creates opportunities 
to design better development strategies in response to place-specific potentials and 
challenges. On the other hand, it has had various side effects, in that it has led many 
local governments to think of themselves as ‘kingdoms’ (Firman, 2013).

Decentralisation in Indonesia is characterised by a massive and sudden transition 
– often referred to as ‘Big Bang’ decentralisation – from highly centralised 
governance to a system in which local governments (kabupaten and kota)4  have the 
highest authority in directing development in their territories (Hofman and Kaiser, 
2006). The decentralisation policy was a response to the political and economic 
instability at the end of the oppressive regime led by Suharto. Decentralisation was 
designed to overcome the problem of interregional and social disparity as well as 
to deliver public services closer to the community (Booth, 2014). However, local 
governments are often not well-prepared and lack sufficient capability to govern 
local development (Miraftab et al., 2008). Further, many local actors have agitated 
for territorial splits (‘pemekaran’), arguing that public services are better delivered 
in even smaller regions. In reality, many proposals for the establishment of new 
territories were simply not feasible in that the proposed regions had high poverty 
rates and little economic potential (Nolan et al., 2014). Questions remain over 
whether decentralisation has improved regional development. Firman (2013) 
argues that territorial splits tend to fragment regional development as it becomes 
more difficult to govern the development and coordination process once a region 
is divided into several units. Hill and Vidyattama (2014) also found that large 
interregional differences in living standards and economic structures remained 
after decentralisation.

Decentralisation has opened up opportunities for local governments to experiment 
with new ideas and implement innovative policies to improve local development. 
In the decentralisation era, policy ideas have become more mobile and local 
governments regularly learn from and make reference to others (e.g., Phelps et al., 

4 Regional governance in Indonesia comprises two hierarchical levels: provincial and local. There are 
two types of local governments, municipality (kota) and district (kabupaten), but both have the same 
authority to govern. They usually differ in terms of their urbanity: municipalities tend to be relatively 
urbanised areas, whereas districts are usually largely rural areas with limited urban areas.
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2014). However, as local institutional capacity varies across regions, there is also a 
range in the capacity to integrate new policy ideas as well as in the potential success 
of these in different local contexts. Hence, there is a need to understand the degree 
to which the process of learning and adopting policy lessons among localities is a 
good way of boosting the impact of ‘innovative’ local development and governance. 
In addressing this issue, the transfer of the creative economy is a relevant focus 
for research. The rising popularity of the creative economy in Indonesia, and 
potentially in other countries, reflects how a ‘mobile’ policy idea circulates and 
offers new imaginations for regional development. However, in many cases, local 
governments do not reflect critically on whether a policy idea they might copy 
from another context is suitable for their local settings, leaving many questions as 
to whether this idea can deliver the expected outcomes as found in the ‘original’ 
context.  

1.5 Research questions and thesis outline
The main research question addressed in this thesis is: To what degree do socioeconomic 
and institutional contexts in a developing country influence the applicability of creative 
industries as an instrument for regional development? The academic relevance and 
contributions of this research are threefold. First, it contributes to the understanding 
of the different meanings, development patterns and impacts of creative industries 
in the context of a developing economy, an area that has previously been only 
limitedly elaborated. Reflecting on the specific contexts of Indonesia, this research 
provides an insight into the development of creative industries in a lower-middle 
income country, which clearly differs from ‘Western’ countries, where the idea of 
the creative economy emerged, as well as from higher income Asian countries, 
such as Japan, Singapore, South Korea and China, which have gone further in 
the development of creative industries. Second, this research contributes to the 
current literature in which the notion of creative industries is often examined in 
theoretical terms rather than through empirical studies (Granger and Hamilton, 
2010). In this regard, this research provides empirical evidence on the position and 
role of creative industries in economic development by incorporating the regional 
dimension into the analysis. This dimension provides an interesting and crucial 
perspective on the development of creative industries given that such industries 
are embedded in and impact on regions. Focussing on the regional scale is also 
necessary given the diverse geographical characteristics of Indonesia as a nation 
made up of many islands. Third, this research contributes to the understanding 
of place-based development in a decentralised governance system in a developing 
country. Currently, the discussion on place-based development is dominated by 
the context of high-income countries (OECD, 2014). Decentralisation has opened 
up opportunities for local governments to design innovative policy strategies and 
implement locally rooted development processes, including incorporating creative 
industries in the development policy. In this regard, this research has policy 
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relevance in that it can inform policymakers about how creative industries should 
be taken into account in local development policies, including specific issues, such 
as a possible lack of local institutional capacity, that need to be considered.

To answer the research question outlined above, three different approaches and 
units of analysis are employed. To begin with, the discourse is analysed in order 
to elaborate on the adoption of the creative economy idea in local development 
policies (Chapter 2). Second, an empirical analysis is performed at the regional level 
to identify the development patterns and economic impacts of creative industries 
(Chapters 3 and 4). Third, an analysis is conducted at the firm level to examine the 
mechanisms through which creative industries contribute to the regional economy 
(Chapter 5).

Chapter 2 examines how and by whom the idea of the creative economy is interpreted 
and implemented at the local level. This chapter analyses how the creative economy, 
an idea imported from developed countries, is fashioned within local institutions, 
and communicated and integrated in local development policies, in a developing 
country. Here, it is identified whether local interpretations align with the ‘original’ 
concept of the creative economy, which emphasises the creation of new knowledge 
and innovation. Given the different local economic and socio-cultural contexts, 
one would expect different interpretations, and the factors that determine these 
different interpretations are examined. This analysis will provide an insight into 
whether the creative economy, as a tool for local development, operates not only as 
a discourse, but also a viable and practical development framework.

Chapter 3 assesses the occurrence and regional patterns of creative industries in 
Indonesia. It presents an analysis of the regional characteristics in areas where 
concentrations of creative industries are found. This analysis provides an insight 
into the degree to which regional economic settings in Indonesia are suitable for 
creative industries. Given that the government promotes traditional businesses as 
creative industries, despite their very different characteristics, it is also examined 
whether these traditional cultural industries are associated with the same regional 
characteristics as creative industries. Based on a similar motivation, Chapter 4 
examines the extent to which creative industries stimulate regional economic 
development in Indonesia. The question of whether creative industries are a 
driver or a follower in regional productivity growth is addressed. The analysis also 
compares the impact of creative industries with other economic sectors, such as 
manufacturing, oil and gas, and also traditional cultural industries. As creative 
industries and traditional cultural industries have different characteristics and 
trajectories, it is possible that they contribute to regional productivity growth in 
different ways.

Chapter 5 examines the mechanisms through which creative industries impact on 
the regional economy in the context of a developing country. More specifically, it 
assesses the degree to which specific contexts in a developing economy influence 
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the ways in which creative industries contribute to regional productivity. To 
reflect on the ‘specific contexts’ of the developing world, the analysis is focussed 
on networks and social capital, which represent the culture of interactions that 
influence economic processes in and between creative firms. As economic processes 
and social interactions occur both internally within a firm as well as externally, 
networking characteristics and processes on different levels are taken into account 
in this analysis.

Finally, Chapter 6 concludes this thesis with a general discussion on the findings 
and an elaboration of policy implications and future research opportunities.
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