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Chapter 6

This thesis has examined the feasibility of adopting the creative economy and 
creative industries as an instrument for regional economic development in the 
context of a developing country, namely Indonesia. Using different approaches 
and levels of analyses, the thesis has identified the degree to which the idea of the 
creative economy and creative industries is fashioned within local institutions and 
policies, and represented in the actual potential of the regional economy. Below, 
the main findings are discussed and reflected upon in the framing of the research 
questions. This is followed by a discussion on policy implications and suggestions 
for future research.

6.1 From tradition to the creative economy: (re)defining 
‘creative’ and ‘traditional cultural’ industries

There are two opposing views, which reflect different value orientations, on how 
culture, creativity and the economy are interrelated. The first view has a culture-
centric orientation and emphasises cultural values, arts, symbolic meanings and 
community wellbeing – which in this thesis is referred to as the ‘cultural economy’. 
The other view has an econo-centric orientation and emphasises commercial 
values, and the creation of new knowledge and innovation – often referred to as the 
‘creative economy’ (Andres & Chapain, 2013; O’Connor, 2015; Smith & Warfield, 
2008). However, other scholars reject such a binary perspective and see the idea of 
‘creative industries’ as being historically rooted in the notion of ‘cultural industries’ 
(e.g., Flew, 2002), and see a conceptual convergence of the creative arts and cultural 
industries (Hartley, 2005).

In promoting long-established craft-based businesses – which are referred to 
as ‘traditional cultural industries’ in this thesis – the Indonesian government 
refers to them as creative industries despite the fact that these activities pay little 
attention to the creation of new knowledge and tend to maintain conservative 
values. Traditional cultural industries are clearly different from the conceptual idea 
of creative industries. As such, the single broad definition of creative industries 
imported from the UK context (and the Howkins model) is not fully appropriate for 
local contexts in Indonesia. The concept of creative industries emphasises several 
features, such as innovation, copyright and technology. In comparison, traditional 
cultural industries have different characteristics that do not seem to comply with 
this concept. Traditional cultural industries might use new technologies to support 
their production processes, but certain methods or customs are preserved. Further, 
these industries look to tradition as the main source of ideas in the development 
of their products. Although new ideas and designs are applied, these industries 
prioritise the preservation of regional heritage and values that provide unique 
selling points (Kong, Gibson, Khoo, & Semple, 2006; O’Connor & Xin, 2006). This 
is not to say that handicraft industries are not creative, or any less innovative than 
creative industries. However, traditional cultural industries utilise a different type 
of creativity – communal creativity – in which individual creative acts cannot be 
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disentangled from collective values and knowledge in the form of local traditions. 
This has implications for the nature of their products in that it becomes difficult to 
assess their originality and award intellectual property rights. Since tradition is a 
collective good, it is difficult to apply the copyright mechanism generally applied 
to knowledge-based products – the ‘Western’ copyright regime – to traditional 
cultural industries (see Boateng, 2011).

Returning to the debate on the definition of creative industries, especially in the 
context of Indonesia as well as other developing countries, it seems more logical 
to differentiate between creative and traditional cultural industries as this better 
reflects the specificities of the local reality. Although many, often based on a ‘Western 
perspective’, argue that creative and cultural industries cannot be disentangled, in 
developing economies both industries have fairly distinct value orientations (cf. 
Banks & O’Connor, 2009; Flew & Cunningham, 2010). In the context of Indonesia, 
and likely in other developing countries, the debate on this definitional issue also 
seems different. First, the Indonesian government has adopted the ‘creative economy’ 
and ‘creative industries’ ideas largely from the British context, rather than the 
terms ‘cultural economy’ and ‘cultural industries’. Second, culture-based businesses 
have existed for a long time, and they focus on heritage values to provide unique 
selling points (Kong et al., 2006; O’Connor & Xin, 2006). These long-established 
businesses – which are referred to as ‘traditional cultural industries’ in this thesis 
–  differ not only from the concept of creative industries, which emphasises new 
knowledge and innovation, but also from the way the term ‘cultural industries’ is 
used in the ‘Western’ literature. Whereas cultural industries in a Western context 
are associated with the production of symbolic meanings that are derived from 
societal values and the function of cities as centres for cultural consumption (Pratt, 
1997; Scott, 1997), traditional cultural industries in the context of Indonesia, and 
possibly in other developing countries, reflect the historic development of cultural 
entrepreneurship that occurred in community clusters.

As such, separating the two ‘industries’ seems justified and can help in 
understanding their distinct characteristics and specific needs, as well as their 
contributions to regional economies in the developing world. More importantly, 
making this distinction would help when it comes to designing policy strategies 
that are appropriate for local conditions and potentials. Although this distinction 
is clear conceptually, the border between the two is not easy to empirically define. 
Ideally, innovation, copyright and technology aspects would be measured at the 
firm level, thereby testing whether a firm performs innovative processes and 
utilises individual creativity. Unfortunately, and not only in Indonesia, statistics 
often do not provide such information, and so a classification is developed based 
on ‘theoretical judgement’: whether, in general, an industrial sector has the 
aforementioned aspects of creative industries. Despite this challenge, this research 
has empirically developed a classification distinguishing creative and traditional 
cultural industries using available Economic Census data. By using these data, 
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a classification has been developed although, due to the nature of the data, this 
is limited to industrial sectors, and this remains a limitation of this study. An 
alternative, recommended, approach would be to measure the relevant features at 
the level of occupations given that within a creative firm there will be some workers 
who are not involved in creative processes (e.g., secretaries and accountants).

6.2 Different interpretations and implementations of 
creative economy policies

Although the national government in Indonesia uses a single definition of creative 
industries, different interpretations and implementations of the creative economy 
policy are found at the local level, reflecting both the fuzziness and place-specific 
situations (Chapter 2). Bandung, one of the first cities to implement the creative 
economy policy in Indonesia, is the only locality whose interpretation is close to 
the ‘original’ concept of the creative economy. Meanwhile, other cities, notably 
Surakarta and Yogyakarta, have re-labelled long-established traditional crafts as 
creative industries. As such, the ‘creative economy’ in these two cities appears to be 
a rebranding exercise in pursuance of existing policy strategies, such as delivering 
subsidies to craft associations. This situation echoes the findings in other Asian 
countries, in which the creative economy is interpreted differently (see Kong et al., 
2006).

Generally speaking, these different interpretations reflect the intermediaries who 
introduce the discourse, the way the discourse is structured (top-down or bottom-
up), the local autonomy of local governments to direct their own interpretations 
and also the place-specific contexts. In Bandung, the creative economy is not 
only fashioned as a discourse, it is also operationalised through actions. This 
‘successful’ experimentation has been assisted by the grassroots movements that 
helped introduce the discourse and guided the local government stakeholders in 
adopting their interpretation of the creative economy. Meanwhile, in Surakarta 
and Yogyakarta, such intermediaries have not been present. These cities also 
have a strong attachment to traditional culture and, because of this, the local 
governments tend to be reluctant to promote creative industries that are involved in 
‘contemporary’ culture, as this might wipe out the noble values of local traditions. 
With their local autonomy rights, the local governments are able to choose to 
promote the existing traditional crafts, seeing these as containing heritage values 
that should be protected.

Further, there is the possibility for lower income countries, such as Indonesia, 
to implement a creative economy policy, but not in all regions. As shown in the 
Bandung case, the global discourse on the creative economy is able to guide policy 
experimentations and reshape local institutions in a context beyond the developed 
world. However,  the creative economy is not interpreted in line with the original 
concept in several localities, and this suggests that the original concept of the creative 
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economy might not be appropriate for these local contexts and, thus, that these 
localities might be better off not adopting the discourse. If the local governments 
do want to promote traditional cultural industries, thereby preserving traditional 
and heritage values, then other policy strategy designs should be pursued.

6.3 Creative industries: still a ‘luxury good’ in a 
developing country?

The ‘real’ creative industries, in a sense of those economic activities that focus on 
generating new ideas or designs, are still scarce in Indonesia. Based on the 2006 
Economic Census data used in the analysis, creative industries made up to less than 
1% of all firms. These industries are largely concentrated in relatively advanced 
urban regions, such as Java and Bali, where other tertiary sectors are also clustered 
(Chapter 3). This is not dissimilar to the situation in the developed world, where 
creative industries are concentrated in metropolitan areas where they benefit 
from a pool of human capital and a variety of economic activities. Urbanised 
economies provide opportunities for creative industries to be involved in economic 
transactions as well as to interact with other economic actors, including the 
exchange and combination of ideas and knowledge (Lazzeretti, Boix, & Capone, 
2013; Potts, 2007; Pratt, 2008). Although ‘post-industrial cities’ might not yet be 
present in developing countries, including Indonesia, some regions, and especially 
major cities, are far more ‘advanced’ than other regions and potentially provide 
better conditions for creative industries. However, these industries are unlikely 
to constitute the regional economic base, and their consumers remain largely 
domestic (Chapter 5). This shows that creative industries are, to some extent, still 
a phenomenon in the large cities, or a ‘luxury good’ in the context of a developing 
economy.

The literature suggests that creative industries potentially deliver positive impacts 
on regional productivity since they generate new ideas and thus yield significant 
economic value. This impact is potentially shown through sectoral and knowledge 
spillovers (e.g., Boix-Domenech & Soler-Marco, 2015; Potts & Cunningham, 2008). 
The results presented in this thesis show that, in the context of Indonesia, the 
presence of creative industries is positively associated with regional productivity 
growth in the service sector as well as in the entire economy, but that this is only 
strongly evident in the Javanese regions (Chapter 4). Larger sectors, such as oil 
and gas companies and manufacturing industries, are still important determinants 
of regional productivity growth, and more so than creative industries. Creative 
industries in Indonesia are more likely to be an indicator, rather than a driver, of 
regional economic development. These industries do not constitute a leading sector 
that significantly stimulates economic growth. It is true that the creative industries 
are strongly associated with the tertiary sector, with which they may be involved 
in business transactions and other types of collaborations. However, this does not 
mean that creative industries take the lead in generating and transmitting new 



134

Chapter 6

values to the other sectors (Chapter 4) in that creative industries also seem to benefit 
significantly from ideas and values circulating in the regional economy (Chapter 
5). It is also important to note that the economic impacts of creative industries 
might change in the future. Given their relatively rapid growth, creative industries 
appear to be an ‘infant sector’ and so may well deliver increasing contributions to 
the regional economy.

Overall, these findings reflect the current situation of regional disparity in 
Indonesia. While creativity- and knowledge-based economic activities are already 
in operation in several major cities, especially those on Java, many regions still 
specialise in agriculture, and there are still ‘underdeveloped’ regions on remote 
islands. Many other developing countries have a similar characteristic of an urban 
hierarchy, in which ‘primate cities’ dominate the national economy, while other 
regions become ‘the hinterland’ (see Henderson, 2002). In this regard, the current 
challenges in regional development in such developing countries encompass not 
only developing ‘innovative’ strategies for promoting creative industries in relatively 
developed regions, but also dealing with the regional and social inequalities that 
have been present for a considerable period. 

6.4 Traditional cultural industries: specificities and 
potentials

Long-established businesses based on traditional crafts, or traditional cultural 
industries, are the specificity in the creative economy of Indonesia, and possibly 
in other Asian and developing countries. Nevertheless, little is understood about 
the specific characteristics and potentials of these industries. This research has 
attempted to provide insights into the specific characteristics and position of 
traditional cultural industries in a developing economy by comparing these to the 
‘real’ creative industries.

Although traditional cultural industries tend to pay little attention to innovation 
and usually focus on preserving heritage values, they are large in economic terms 
(over 7% of all firms in Indonesia). As such, these industries are important to 
the economy and should not be overlooked in regional development policies. 
Concentrations of traditional cultural industries are found not only in relatively 
advanced regions, such as Java, but also in regional centres outside Java and even 
in rural areas. This means that these industries are important to the whole of the 
country. Unlike with clusters of creative industries, regional factors, such as human 
capital pooling and economic diversity, are not associated with the localisation 
of traditional cultural industries (Chapter 3). This supports the view that, since 
traditional cultural industries and creative industries have different characteristics, 
they belong to different habitats and have different development trajectories.

As traditional cultural industries make up a significant proportion of all firms and 
likewise employment, they potentially contribute to the regional economy, but most 
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likely in a different way to creative industries (Chapter 4). Rather than developing 
new ideas and values, these industries seem to follow consumption patterns and 
produce exotic products that are clearly aimed at specific market segments. As in 
other Asian countries (e.g., Kong et al., 2006), traditional cultural industries in 
Indonesia currently generate economic value by highlighting ‘conservative’ values, 
and these tend to be largely unchanging over time. These industries can contribute to 
the economy by creating jobs and revenues, as well as serving the tourism industry 
with their products. These findings strengthen the argument that traditional 
cultural industries in the context of developing countries such as Indonesia differ 
significantly from ‘cultural industries’ as described in the literature, which reflect 
the role of cities as centres for cultural consumption and enjoyment (Pratt, 1997; 
Scott, 1997). Traditional cultural industries have an important position in various 
realms, including small and medium-sized cities, as well as rural areas and less-
urbanised regions. For example, as discussed earlier in this thesis, batik producers 
in Kampong Laweyan have had strong relationships with batik crafters in rural 
areas such as in Sragen and Sukoharjo who have helped them with drawing batik 
motifs on the fabrics (Chapter 5). This shows that traditional cultural firms can play 
an important role in building regional supply chains and strengthening the linkage 
between rural and urban areas. 

6.5 Creative industries and regional productivity: 
mechanisms 

This research is not only concerned with the extent to which creative industries 
have an impact on regional productivity, but also the ways in which these impacts 
materialise. The results of a regional-level analysis showed that creative industries 
are likely to be an indicator of regional economic growth (Chapter 4). Unlike in 
developed countries (Boix-Domenech & Soler-Marco, 2015; Potts & Cunningham, 
2008), creative industries are still scarce in Indonesia and, as a consequence, they 
seem to benefit from existing regional conditions and are unlikely to take the lead 
in circulating new values to other segments of the economy. At the same time, the 
results of the micro-level analysis demonstrate that creative firms also have the 
potential to contribute to the regional economy. The regional environment provides 
opportunities for creative firms to be involved in business transactions as well as 
to interact with other economic activities. These firms are able to take advantage 
of these opportunities to gather new ideas for their businesses and enhance their 
productivity, which could then increase regional productivity. This may occur 
through two mechanisms: competition and collaboration (Chapter 5). First, in line 
with the Schumpeterian ‘creative destruction’ argument (see Scherer, 1989), creative 
firms compete with their peers in various aspects, resulting in improved quality 
products, an increased number of customers and maybe the generation of new 
ideas. Second, these firms might collaborate with various other economic activities 
through which they share, exchange and cross-fertilise various ideas, resulting 
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in innovation. Both explanations support the Jacobs spillover argument which 
predicts that regional economic growth is generated by economic diversification 
that facilitates economic actors to exchange skills and ideas as well as boosting local 
competition (Desrochers & Leppälä, 2011; Jacobs, 1961). Further, in line with the 
argument of related variety, the results of this study show that competition is not the 
only mechanism of growth, and that collaboration facilitates the exchange of new 
ideas among individuals or firms, which also enhances productivity (Desrochers & 
Leppälä, 2011).

It is important not to forget that social culture, values and contexts strongly influence 
these processes. The environment provides a ‘buzz’ and other opportunities 
to gather ideas and build networks. Social capital aspects, such as the culture 
of friendship, also seem influential in these processes, albeit either positively 
or negatively. As an illustration, friendship can help firm owners find specialist 
suppliers and customers, but if such relationships are too strong, they might remove 
the competitive spirit that helps create innovation. Regional economies provide 
opportunities to be involved in both supplier-buyer relationships and other types of 
partnerships. However, as argued in the literature, creative firms need the ability to 
socialise and invest in building relationships with other actors. Firms also need be 
able to internalise externalities and the knowledge available in their surroundings, 
so that they can use these in the development of their businesses (Qian & Acs, 2013; 
Smit, Abreu, & de Groot, 2015; Westlund, 2006).

However, this line of argument is less relevant to traditional cultural industries. 
These industries have different networking characteristics and capabilities than 
creative industries. Traditional cultural industries benefit less from being co-
located with fellow businesses. This is perhaps because the knowledge shared 
between these industries is largely unchanging over time, and so the interactions 
between them do not lead to the generation of new ideas. As such, being clustered 
with similar businesses tends to generate negative externalities for traditional 
cultural industries (see Scott, 2006). In addition, this research has shown that these 
industries do not collaborate with other types of industries. A possible explanation 
for this is that, since they are focussed on preserving heritage values, they are not 
looking to combine new ideas.

6.6 The development picture of creative industries 
beyond the developed world: reflections on the 
literature

The idea of the creative economy and creative industries has been built upon 
specific contexts and phenomena that are found in the developed world. This 
thesis has shown that creative industries are to an extent represented in the local 
realities of Indonesia. Although regional economies and technologies in this 
context are relatively less advanced, creative industries do potentially flourish in 
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a developing economy (see also Barrowclough & Kozul-Wright, 2008; Yusuf & 
Nabeshima, 2005). However, the development patterns and trajectories of these 
industries in a developing country context appear to be different from those in the 
developed world. Creative industries are associated in the West with the tertiary (or 
advanced) economy but in the context of a developing country, such as Indonesia, 
the development of these industries is not triggered by deindustrialisation (cf. Flew, 
2002; Hall, 2000). Unlike in developed countries, creative industries in a developing 
country are not always established in response to economic opportunities, but 
sometimes because some people cannot find employment elsewhere, or ‘necessity-
based entrepreneurship’ (cf. Singer, Amorós, & Arreola, 2015). The ‘boom’ in 
creative industries, as well as the emergence of the creative economy policy in 
Indonesia, was to an extent triggered by the 1998 economic crisis. Many businesses 
closed down at that time and unemployment increased, such that people started to 
earn a living in the informal sector and through entrepreneurial activities, including 
ones that fall under the term creative industries (Chapter 3). This development 
occurred in parallel with advances in technology, which also smoothed the transfer 
of creative economy policies to the developing economy.

Another aspect that distinguishes the creative economy in Indonesia, and in other 
developing countries, is the inclusion of the long established tradition-based craft 
industries, what we have labelled as ‘traditional cultural industries’. Although these 
industries are promoted as creative industries, they have a different conceptual 
basis than the ‘real’ creative industries: they pay little attention to new knowledge 
and focus on preserving heritage values (see Kong et al., 2006). Traditional cultural 
industries also have different development patterns, other locations and other 
impacts than creative industries (Chapters 3, 4 and 5). The Indonesian government 
has welcomed the arrival of the creative economy in Indonesia, as this enables 
traditional cultural industries to be ‘renewed’ and positioned under a new policy 
umbrella. However, this blurs the interpretation and implementation of the creative 
economy as an instrument for development (Chapter 2). On the one hand, the 
government seeks to create a new economic path, one that is focussed on the 
generation of new knowledge and innovation. On the other hand, it emphasises the 
preservation of heritage and conservative values, and sees these as selling points, 
which contradicts the essential idea of the creative economy.

Despite this ambivalence, ‘real’ creative industries are to be found in specific regions, 
although they are far outnumbered by traditional cultural industries. Further, 
the impacts that creative industries have on regional economies in developed 
countries, both conceptually and empirically, are barely visible in Indonesia. In 
line with the prediction of De Beukelaer (2014), this thesis has shown that creative 
industries in developing countries such as Indonesia are not yet a driver of regional 
productivity growth (Chapter 4). Currently, creative industries seem to be seen as 
part of a larger group in such economies, most notably the knowledge-intensive 
service industries, and appear to benefit significantly from the existing regional 
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conditions (cf. Boix-Domenech & Soler-Marco, 2015; Potts & Cunningham, 2008). 
As such, creative industries are able to take advantage of various resources available 
in the regional environment to develop their businesses, including opportunities to 
develop business and social networks. Nevertheless, by taking these opportunities, 
creative industries do have the potential to increase regional productivity. As they 
interact with other firms, and also compete with them, firms exchange and combine 
new ideas and through this these industries can gain new ideas and perspectives that 
can enhance their business productivity (Chapter 5). Here, social norms and values 
mediate the process by constructing the culture of interactions that influences how 
economic actors, including creative firms, act in the environment. Reflecting on the 
societal contexts present in Indonesia, one notes that social ties are rather strong, in 
that they often bond people with a feeling of sameness and solidarity, and that this 
can weaken the competition among firms (see Iyer, Kitson, & Toh, 2005; Putnam, 
Leonardi, & Nanetti, 1994). As such, the barriers to the development of creative 
industries in Indonesia include not only the less advanced regional economies 
and technologies, but also the socio-cultural settings. Firms need to build their 
absorptive capacity, which will help filter out the negative externalities originating 
in social interactions. 

Overall, exploring the development of creative industries in Indonesia reveals 
a different picture from that seen in the context of industrialised countries. The 
development of creative industries in Indonesia does not yet reflect a significant 
restructuring towards a knowledge economy. However, the presence of such 
industries is a good indicator of economic tertiarisation and diversification. 
Further, the arrival of the creative economy in Indonesia, and in other developing 
countries, not only brings Western narratives on regional development, it also 
indirectly encourages local institutions to build imaginaries based on existing 
cultural activities. Although in many instances the creative economy appears to be a 
rebranding exercise, the discourse has increased awareness that the ‘old’ traditional 
cultural industries do have a large potential in regional development. Questions 
remain, however, over the future path of these industries and the strategies adopted 
to promote them. This is particularly related to the question as to whether it is 
necessary to transform traditional cultural industries into creative industries, by 
introducing innovation wherever possible, or to leave them as they are. Each aim 
will require different policy strategies.

6.7 Policy implications: positioning creative industries in 
regional development

The research findings in this thesis have important implications for urban and 
regional development policies. The first and most important aspect is related to 
the definition and classification of creative industries. Currently, the Indonesian 
government adopts a single, broad definition of creative industries. As has been 
shown in this thesis, the ‘real’ creative industries and the traditional cultural 
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industries that this broad definition covers different characteristics and conceptual 
ideas. Separating the two types of industries is necessary, particularly to incorporate 
their specific requirements when designing appropriate strategies.

As creative industries are not distributed evenly across regions, any development 
strategies based on these industries will not be applicable for every region. Any 
such strategies would be mainly relevant for the more advanced urban regions, 
where the economy is increasingly tertiarising. Contrary to what the central 
government has sought to achieve,31 the findings of this research suggest that not 
all regions should promote or set out to attract creative industries. As also argued, 
creative industries should not be positioned as a ‘growth pole’ (see Darwent, 
1969), not only because these industries are still scarce and are yet to significantly 
stimulate economic growth, but also because other sectors are more important to 
the regional economies. The niche potential of these industries is a more crucial 
aspect to take into account when formulating strategies for regional development. 
In this regard, in line with the place-based approach to regional development, local 
development strategies should be tailored to local characteristics and potentials 
(see, for instance, Barca, McCann, & Rodríguez-Pose, 2012; Pike, Rodríguez-Pose, 
& Tomaney, 2006; Tomaney, 2010). For those regions that specialise in traditional 
cultural industries, supporting and improving these would be a more feasible 
approach than encouraging the establishment of new creative industries.

Adopting a place-based approach to regional development, regions should identify 
and mobilise their own potentials and strengths. Essentially, there are no ‘one size 
fits all’ strategies for fostering regional economies. The development process is 
seen as locally rooted, in which local actors are actively involved in drawing on 
the available resources, especially human capital and innovative capabilities, to 
create opportunities and resolve local problems (Tomaney, 2010). Nevertheless, 
institutions have a crucial role in identifying and activating the local potentials (Barca 
et al., 2012). This approach would seem appropriate for the current institutional 
context in Indonesia in that, in this decentralisation era, local governments have 
more power and the authority to direct development. As such, they should be able 
to develop their local knowledge to determine the ‘best’ strategies that fit their local 
contexts and potentials.

Further, local governments might come up with different programmes and 
projects to promote creative industries. Nevertheless, as outlined earlier, it should 
not be forgotten that socio-cultural norms and climates have a strong influence 
on the development of creative industries, as well as on the ways in which these 
industries share, exchange and combine new ideas and knowledge. Furthermore, 
firms require sufficient internal social capital and absorptive capacity if they are to 
internalise positive externalities and filter out the potentially negative outcomes 

31  Presidential Instruction 6/2009 obliges local governments in Indonesia to promote the creative 
economy in their territories.
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of these interactions (Chapter 5). Based on this conclusion, policy interventions 
aimed at encouraging creative industries can be designed for both the firm and the 
region levels. At the firm level, creative industries should be encouraged to develop 
their own networking capabilities as well as to manage the sustainability of their 
businesses. At the regional level, policy schemes can be designed to nurture an 
environment that is conducive for business development and knowledge transfer. 
One potential instrument would be to provide hard infrastructure, such as meeting 
places and co-working spaces, where creative entrepreneurs can informally 
meet and socialise. However, it is more crucial to build a climate that stimulates 
serendipitous interactions and collaborations between firms without removing the 
competition between them.

Appropriate strategies for supporting traditional cultural industries would be 
different from the above-mentioned suggestions. It is more a question of whether 
traditional cultural industries should be somehow transformed into ‘more 
innovative’ creative industries, or should they continue to focus on heritage values 
as their selling point. As discussed in Chapter 5, there is a potential for these 
cultural businesses to apply new ideas to their products without rejecting the ‘noble’ 
traditional values they represent. In this respect, traditional cultural industries 
could be encouraged to improve their capacity and competitiveness by going 
beyond simple repetition of ‘exotic’ values or motifs, and thereby generate higher 
economic value. This could be achieved by introducing new ideas and technologies, 
encouraging collaborations, as well as by opening up potential markets that could 
stimulate the creation of innovative products.

Some regions may be appropriate for concentrations of both creative and 
traditional cultural industries. Although both industries seem to require different 
policy strategies, it does not mean such policy strategies should be strictly isolated. 
Sometimes, creative industries are inspired by traditional values in developing their 
ideas or designs.32 This cross-fertilisation of ideas between creative and traditional 
cultural industries need not be limited to creative industries drawing on traditional 
values; traditional cultural industries can learn various lessons on developing 
more competitive businesses and designs from the ‘modern’ creative industries. As 
such, policy strategies could be designed to encourage interactions, learning and 
collaborations between the two industries. 

Apart from this, the main challenge in establishing a framework for supporting 
creative and traditional cultural industries at the local (municipality and district) 
level is that although local governments now have greater power, in many cases they 
still lack the capacity to govern locally-rooted development processes. Although 
they now have plenty of opportunities to experiment with new policy ideas, they 
do not always benefit from these. As discussed earlier  (see Chapter 2), some local 

32  For instance, game developers use characters from traditional and local tales, and fashion design-
ers use and combine batik materials in the products.
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governments use the term ‘creative economy’ as a branding tool, but make no 
serious attempt to grasp its essential ideas. More crucially, because policy strategies 
are not clearly identified, there is no added value from adopting the discourse. Even 
if local governments, after considering the local potential, decide on their own 
conceptualisation of the ‘creative economy’, by referring to the cultural economy, 
this has to be translated into clear strategies, and not be merely a relabelling of 
existing policies.

The experimentation with a creative economy policy in Bandung was effective 
because of the active role that ‘creative communities’ played in introducing and 
structuring the creative economy policy (Chapter 2). However, in many places, 
such intermediaries are not present, and there needs to be systems in place that are 
able to guide policy experiments by local government officials. In this regard, local 
governments need to be proactive in looking into the possibilities of collaborating 
with other local stakeholders, and also integrating grassroots movements into 
their governmental programmes. In other words, local governments need to 
create room for communication and participatory actions with the community. 
These communication processes could also facilitate mutual learning between the 
government and the community, which will result in better-formulated policy 
choices for the creative economy. Further, coordination between the central and 
local governments is equally crucial. Here, the central government can play a role by 
assisting local governments to experiment with policy ideas and, more importantly, 
to translate the development jargon into practical strategies.

6.8 Data limitations and further research agenda
This thesis has opened up several topics for further research on the role of creative 
and cultural industries in regional development in the context of Indonesia in 
particular, and developing countries in general. In this thesis, the use of different 
levels of analysis as well as the combination of quantitative and qualitative 
research methods have generated complementary knowledge about the position 
of creative and traditional cultural industries in Indonesia’s regional economies. 
However, one must recognise that in some areas the analyses have been hampered 
by the quality of the data. Most of the data used came from the 1996 and 2006 
Economic Censuses, the latest datasets available from BPS-Statistics Indonesia.33 
These datasets contain information on the characteristics of businesses, including 
creative and traditional cultural industries, enabling analyses at the regional level 
(in Chapters 3 and 4). However, there are some concerns regarding these data. 
First, the detailed information on firm characteristics is not that reliable for regions 
beyond Java. This is a recognised problem in economic studies involving Indonesia 
(see for instance, Hill & Vidyattama, 2014). Second, the information is not in the 

33  The Economic Census is conducted every ten years. The 2016 census is currently in progress and 
it is likely to be another one or two years before the data become available.
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form of panel data, and so it is not possible to follow the development of individual 
firms over time (see Chapter 5). Third, the data do not provide detailed information 
about specific characteristics such as innovativeness, internal social capital and 
absorptive capacity.

Clearly, adding data from the upcoming 2016 Economic Census would provide 
a valuable update on the extent to which creative industries have grown in the 
last decade and whether their contributions to the economy have increased. 
Further, the identification of other data better able to reflect the ‘creativeness’ or 
‘innovativeness’ of firms would be of great value. Here, the labour force survey data 
(Sakernas) has potential in developing a categorisation of creative industries that is 
based on individual occupations. However, indications are that the regional scope 
of the survey is more limited than the Economic Census, and this would complicate 
regional analyses.

Apart from this data issue, there are several questions that can be elaborated further, 
particularly with regard to creative industries and traditional cultural industries and 
their positions in  regional economies. First, having carried out a regional analysis 
of the development patterns of creative industries (Chapter 2), a further refinement 
through an analysis on the micro-level could clarify some uncertainties. Such a 
study could look into the locational choices and preferences of creative firms or 
entrepreneurs within a city. The regional factors that were discussed in this thesis, 
such as networking opportunities, infrastructure and amenities, the proximity with 
suppliers and producers plus a range of soft factors, could then be tested on the 
individual level. 

A second important topic is the social side of the regional impacts of creative and 
traditional cultural industries. Although this thesis has focussed heavily on regional 
economic development issues, it is clear that the presence of creative communities 
and business associations, as well as the grassroots movements in institutionalising 
the creative economy policy in Bandung, reflects social processes and phenomena. 
Further research could address various issues, such as the social impact of the 
creative economy policy and the grassroots processes in the development of local 
creative economies, creative cities or ‘creative kampongs’. The Western literature 
has critiques of the creative economy that are associated with societal issues, 
such as social exclusion and conflicts in urban regeneration projects. It would be 
interesting to see whether implementing the creative economy in Indonesia, and 
other developing countries, generates similar social dilemmas.

The third, and possibly the most important, research agenda would be to elaborate 
the potentials and specific characteristics of traditional cultural industries. Research 
could look into the development trajectories of traditional cultural industries, and 
the potential to create paths for innovation in these industries. Given that they tend 
to be located in rural areas, research could investigate their potential contribution 
to rural development, not only in terms of economic development but also with 
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regard to social issues linked to heritage activities. Traditional cultural firms in 
rural areas can have strong connections with larger firms in small and medium-
sized cities (as shown in Chapter 5) and research could look into regional value 
chains and their potential role in strengthening urban-rural relationships.

To conclude, this thesis has shown that the development of creative industries 
in a developing country such as Indonesia has different meanings, patterns and 
impacts than those in the developed world. Given the rapid growth of creative and 
traditional cultural industries, one should monitor the progress, and potentially 
increasing contributions, of both industries to the regional economies. It is equally 
important to keep a holistic eye on development potentials and challenges in the 
regions as new ideas and strategies may well arise from the dynamic development 
processes under way.
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