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Creative industries and regional economic development in 
Indonesia
Meanings, patterns and impacts

This research looks into the feasibility of promoting creative industries as an 
instrument for regional economic development in developing economies in general, 
and in Indonesia in particular. In a simple way, the creative economy can be defined 
as ‘how people make money from ideas’, including the production of creative 
products (that is, creative industries) as well as related transactions and supporting 
activities (Howkins, 2001). The notion of creative industries is associated with those 
economic activities which utilise individual creativity, skill and talent, in which 
intellectual property, originality, copyright and recent technology are important 
features (e.g., Banks and O’Connor, 2009; Flew, 2013; Flew and Cunningham, 
2010; Garnham, 2005; O’Connor, 2012). The creative economy has been built upon 
specific contexts and phenomena in developed countries, in which it is being used 
as a strategy to respond to economic restructuring, as well as to stimulate innovation 
and growth (Gibson and Homan, 2004; Hall, 2000; Pratt, 2008). Today, developing 
countries also adopt the idea of promoting creative industries as a tool for national 
and local development. However, the position of these industries in socioeconomic 
development in a developing economy is still unclear. Regional socioeconomic and 
institutional settings in the developing economy are clearly different from those 
in the developed world. Further, economic activities which are based on cultural 
creativity have existed 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 as creative industries.

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? 
Indonesia is chosen as the basis for the case study, as it is a typical example in 
which the creative economy is adopted in the context beyond the developed world. 
The Indonesian government wishes to promote creative industries to drive regional 
economic growth, also considering the country’s enormous cultural potentials. 
However, traditional crafts, including batik, are promoted as creative industries, 
although they tend to preserve traditional values and pay less attention to the 
creation of knowledge. This actually contradicts the essential idea of the creative 
economy.
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Three different approaches and units of analysis are employed. To begin with, 
an analysis is conducted to elaborate on the adoption of the creative economy 
discourse 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).

The results of the discourse analysis show that the idea of the creative economy 
is interpreted and implemented differently in different local settings (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 crafters' 
associations. Generally speaking, these different interpretations reflect the 
stakeholders who help transfer and 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.

The inclusion of traditional craft industries, or ‘traditional cultural industries’, in 
the classification of creative industries is actually not precise. Traditional cultural 
industries are clearly different from the conceptual idea of creative industries. 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 et al., 2006; O’Connor and Xin, 2006). This is not to say that handicraft 
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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 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). As such, 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. More 
importantly, making this distinction would help when it comes to designing policy 
strategies that are appropriate for local conditions and potentials.

The results of the regional level analysis show that the ‘real’ creative industries are 
found limitedly in Indonesia. Strong concentrations of these industries are found 
mainly in fairly advanced urban regions, such as Java and Bali (Chapters 3 and 
4). 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 et al., 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. 
Nonetheless, creative industries in Indonesia do not yet constitute a leading sector. 
They are more likely to be an indicator, rather than a driver, of regional economic 
development (Chapter 4). 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 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.

Meanwhile, the results of the micro level analysis show that, despite their relatively 
small size, creative industries potentially contribute to regional productivity 
(Chapter 5). Creative industries take advantage of various resources available in 
the regional environment to develop their businesses, including the opportunities 
to develop business and social networks. Nevertheless, with these opportunities, 
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creative industries potentially contribute to regional productivity. As they interact 
with other firms, and also compete with their fellow firms or rather exchange and 
combine new ideas with them, these industries can gain new ideas and perspectives 
in enhancing their business productivity (Chapter 5). Related to this, 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 positively and 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 and Acs, 2013; Smit et al., 2015; Westlund, 2006). Based on 
these conclusions, 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 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 aforementioned 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. There is a potential for these cultural businesses to apply new ideas to their 
products without rejecting the ‘noble’ traditional values they represent (Chapter 
5). In this respect, traditional cultural industries could be encouraged to improve 
their capacity and competitiveness by introducing new ideas and technologies, 
encouraging collaborations, as well as by opening up potential markets that could 
stimulate the creation of innovative products.

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. Since other 
sectors also have important contributions 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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