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 The creative economy has become one of the main drivers of 
economic growth in various cities in Indonesia. This study aims to 
analyse the role of the creative economy sector in improving local 
competitiveness, focusing on creative cities in Indonesia. Through a 
systematic literature review (SLR) approach using the PRISMA 
method, this article evaluates research results from various academic 
sources and relevant reports. The study results show that creative 
cities can increase local competitiveness by encouraging innovation, 
cross-sector collaboration, and the creation of more sustainable job 
opportunities. The creative economy also strengthens local cultural 
identity, which is a selling point in the global market. However, 
challenges remain, including more digital infrastructure and adequate 
regulatory support. This article concludes that synergy between the 
government, the private sector, and the creative community is 
urgently needed to strengthen the creative economy ecosystem. The 
results of this study are expected to be the foundation for 
policymakers and creative industry players in designing more effective 
strategies to increase local competitiveness. 
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1. INTRODUCTION 
The creative economy has become a key sector in many countries, especially in the face of dynamic 

changes in the global economic scene. The sector encapsulates a wide range of industries based 

on creativity, innovation, and technology, including film, music, art, design, and digital technology. In 

today's digital era, the creative economy contributes significantly to global GDP and creates more 

flexible and sustainable jobs, especially among the younger generation. Countries such as the United 

Kingdom, South Korea, and the United States have long leveraged the sector as a driver of economic 

growth through the development of digital infrastructure, education, and policies that support 

innovation (Pacheco Pardo & Klingler-Vidra, 2019; Sawng et al., 2021; Yoon, 2019). 

As a country with rich cultural diversity, Indonesia has seen rapid growth in the creative 

economy sector, especially in the last decade. Since the government introduced special initiatives to 

develop the creative economy, cities such as Bandung and Yogyakarta have become globally 

recognised hubs of creativity. The creative economy in Indonesia not only contributes to the increase 

in GDP but also provides opportunities for local innovation based on cultural heritage. Industries such 

as handicrafts, design, and culinary have become part of the ever-growing creative economy 

ecosystem. With the support of technology and cross-sector collaboration, the creative economy in 
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Indonesia has the potential to become one of the main pillars of future economic growth (Kurniadi et 

al., 2022; Sukmayadi & Masunah, 2020; Wijaya, 2019). 

Indonesia has several cities that have actively developed the creative economy as the 

primary strategy for encouraging local economic growth. Cities such as Bandung, Yogyakarta, and 

Bali have stood out as creative economy hubs, where innovation in the fields of art, design, and local 

culture plays a vital role in driving the competitiveness of these cities at the national and international 

levels. These cities have built a solid creative ecosystem through collaboration between the 

government, creative communities, and the private sector, creating an environment conducive to the 

emergence of new ideas and innovative businesses (Dolezal & Novelli, 2022; Sukmayadi & 

Masunah, 2020; Westoby et al., 2021). 

Bandung, Yogyakarta, and Bali are also globally recognised as creative cities, with Bandung 

even being selected as part of the UNESCO Creative Cities Network. This shows that the creative 

economy in these cities not only serves to drive the local economy but also strengthens their cultural 

identity on the international stage. This success is influenced by investments in creative 

infrastructure, training programs, and policy support that encourages cross-sector collaboration. With 

this international recognition, creative cities in Indonesia can expand their influence in the global 

network and attract more investment and tourists (Pickel-Chevalier et al., 2021; Suharyanto et al., 

2023). 

Although the creative economy's potential is immense in increasing local competitiveness, 

significant challenges still must be overcome. Inadequate digital infrastructure, especially in small 

cities, hinders the optimisation of this sector. In addition, regulations that have yet to support the 

creative economy's full development are also obstacles for business actors. There is a skills gap 

between creative actors in big cities and regions, where access to training and technology still needs 

to be improved. Therefore, there is a need to improve digital infrastructure and education that focuses 

on the creative economy to support the growth of this sector evenly (Colombari & Neirotti, 2022; 

Iatrellis et al., 2021; Van Laar et al., 2019). 

The government plays a crucial role in developing a sustainable creative economy 

ecosystem through supportive policies and regulations. In addition to providing incentives and 

facilities for creative industry players, the government is also responsible for creating the necessary 

digital infrastructure to support the sector. Strategic policies, such as providing access to capital and 

skills training, are needed so that the creative economy sector can grow optimally. These measures 

encourage innovation and ensure creative entrepreneurs can compete in the global market 

(Bahasoan et al., 2024; Chen et al., 2021; Gruber, 2019; Liu, 2021). 

The success of the creative economy in certain cities is inseparable from cross-sector 

collaboration between the government, local communities, and the private sector. This synergy 

between various parties allows for the exchange of ideas, innovation, and investment that supports 

the growth of the creative ecosystem. The government acts as a facilitator, while the creative 

community and the private sector provide innovative solutions and the resources necessary to 

develop the creative industries. This collaboration not only results in job creation but also strengthens 

local cultural identity, which is the main attraction in the global market (Klein & Spychalska-

Wojtkiewicz, 2020; Santoro et al., 2020; Unceta et al., 2021). 

Case studies of creative cities in Indonesia, such as Bandung, Yogyakarta, and Bali, show 

that the creative economy can be a key driver in increasing local competitiveness. These cities have 

successfully harnessed the rich culture and local innovation as a base to develop the creative sector, 

which contributes to economic growth. Through supportive government policies and active 

collaboration between various parties, these cities have created creative ecosystems that enable the 

emergence of new, highly competitive industries. Their success can be a model for other cities that 

want to develop the creative economy sector. 

This research focuses on creative cities in Indonesia to explore the role of the creative economy in 
improving local competitiveness. It also aims to identify the key factors influencing the success of 
creative economy development at the local level and how these cities harness the creative potential 
for economic growth. The results of this study are expected to guide policymakers in designing more 
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effective strategies to encourage the development of the creative economy and increase the 
competitiveness of cities in Indonesia at the national and international levels. 
 
2. METHOD 
This study adopts the Systematic Literature Review (SLR) approach to analyse relevant research on 
the role of the creative economy in improving local competitiveness. The SLR approach was chosen 
because it provides a clear and objective structure for screening and assessing the existing literature. 
Through this approach, research can collect more comprehensive data while ensuring the quality 
and validity of results obtained from various sources. 

The PRISMA (Preferred Reporting Items for Systematic Reviews and Meta-Analyses) 
method is used in this study to ensure the transparency and accuracy of the literature review process. 
This protocol consists of steps that include the identification, screening, selection, and reporting of 
selected studies, which are systematically organised. By following PRISMA, every stage in the 
research process is well documented so that other researchers can replicate and retest the results 
(Ardern et al., 2022; Page et al., 2020, 2021). 

The studies included in this SLR were selected based on several strict criteria, including 
relevance to the creative economy and increasing local competitiveness. Sources include scientific 
journals, industry reports, and verified research published between 2015 and 2024. These studies 
should show empirical and theoretical evidence that supports the relationship between the creative 
economy and increased competitiveness in Indonesia's creative cities. 

The literature search used leading databases such as Scopus, Web of Science, and Google 
Scholar. Keywords used include "creative economy," "local competitiveness," "creative cities," and 
"innovation," which cover a wide variety of aspects related to the research topic. Each piece of 
literature found is then filtered by title, abstract, and complete content to ensure its suitability with the 
criteria of this research. 

After selecting relevant studies, the next step is to analyse the data qualitatively. This 
analysis aims to identify general patterns, trends, and gaps in the literature related to the role of the 
creative economy in improving local competitiveness. This process helps build a deep understanding 
of how the creative economy sector contributes to the economic growth of creative cities in Indonesia. 
 
3. RESULT AND DISCUSSION 
Creative Cities in Indonesia 
In recent years, creative cities in Indonesia have become integral to national economic growth. 
Bandung, Yogyakarta, and Bali have significantly developed their creative economy sectors. This 
growth is marked by the emergence of various creative industries based on art, design, and 
technology that support the development of local products and innovations (Suharyanto et al., 2023; 
Sukmayadi & Masunah, 2020). 

The population involved in this study includes diverse creative industry players, ranging from 
traditional artisans to digital designers. Each creative industry sector has unique characteristics that 
contribute to local economic development. In addition, small and medium enterprises (MSMEs) also 
play an essential role in the growth of the creative sector in these cities, especially in creating jobs 
and innovation (Mediastika et al., 2023; Westoby et al., 2021). 

The success of creative cities in Indonesia in increasing local competitiveness is inseparable 
from their role as innovation centres. With a focus on creative production based on local culture, 
these cities can produce products with high-added value in the national and international markets. 
The thriving creative economy also strengthens each city's cultural identity, a global market selling 
point (Ekomadyo et al., 2023; Harris Purnama, 2022). 

Creative actors in these cities, both individual and collective, contribute directly to improving 
cities' competitiveness by creating innovative products and services. The presence of dynamic 
creative actors allows these cities to compete not only at the local level but also in the international 
market, as they can create products that are culturally based but globally oriented (Pickel-Chevalier 
et al., 2021; Pramana et al., 2022). 

Technology is the primary driver in the development of creative cities in Indonesia. Digital 
technology, such as e-commerce platforms and social media, allows creative actors to reach a 
broader market and improve creative products' production and marketing efficiency, which ultimately 
contributes to increased local competitiveness (Ishiguro, 2022). 
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Local communities also play a significant role in supporting the development of creative 
ecosystems in creative cities. This support is reflected in the collaboration between local 
governments, the community, and creative industry players in creating joint initiatives. Strong 
communities allow for creating an environment that supports creativity and maintains the 
sustainability of creative economic growth in these cities. 

Seeing Indonesia's creative population's great potential, there is still room for further 
development. Existing creative cities can be a model for other cities in Indonesia to develop their 
creative economy sectors. With proper policy support and sustainable infrastructure development, 
the creative economy's potential in other cities can be developed to strengthen national 
competitiveness. 
 
Creative Economy Development Policies and Programs 
The Indonesian government has played an essential role in encouraging the growth of the creative 
economy sector through various policies and programs. One of the key policies is the development 
of the Creative Economy Agency (Bekraf), which aims to coordinate efforts to develop this sector at 
the national level. Bekraf acts as a facilitator to support creatives with access to markets, training, 
and financing (A. Triggs  Jiao Wang, 2019; R. Lita  Meuthia Meuthia, 2020). 

The intervention carried out by the government also includes the development of physical 
and digital infrastructure. Developing creative spaces, such as co-working spaces, art galleries, and 
technology centres, gives creatives the necessary facilities to grow their businesses. In addition, 
increasing internet access in various regions helps accelerate the digitalisation of the creative sector, 
allowing creative businesses to utilise digital platforms to sell their products (Nandiwardhana et al., 
2022; Ridwan Maksum et al., 2020). 

To encourage the growth of the creative economy sector, the government has introduced 
various fiscal incentives, including tax exemptions for small and medium-sized enterprises in the 
creative sector. In addition, grant programs and microloans are also provided to assist creative actors 
in starting and developing their businesses. This policy helps create a more friendly business climate 
for creative actors, especially MSMEs (Anas et al., 2022; Wiryawan & Otchia, 2022). 

Government-supported training programs have become essential in strengthening creative 
actors' capacity. These programs cover technical skills, such as design and production, and business 
skills, such as management and marketing. This training helps creatives become more competitive 
globally and create innovations relevant to evolving market trends (Darwis et al., 2023; Gunawan & 
Cahayani, 2021). 

The government also collaborates with the private sector and international institutions to 
support the development of the creative economy. This collaboration includes co-funding, 
exhibitions, and acceleration programs for creative actors. International cooperation, such as with 
UNESCO and other organisations, also helps strengthen Indonesia's position in the global creative 
economy scene. 

Evaluation of the effectiveness of policies that have been implemented is essential to ensure 
the sustainability of creative economy growth. The government continues to make policy adjustments 
based on feedback from creative actors and global market trends. This allows for policies that are 
more responsive and relevant to the evolving needs of the creative sector (Arifin et al., 2020; 
Setyowati, 2021). 

The results of this intervention have proven to be significant in increasing local 
competitiveness in creative cities. Cities that actively implement government support policies and 
programs show faster economic growth than cities that do not have similar policies. These initiatives 
allow creative actors to compete more effectively in the global market, strengthening their position in 
the local and international economy. 
 
Creative Cities vs. Non-Creative Cities 
A creative city actively develops the creative economy sector as one of its main economic 
development strategies. On the other hand, non-creative cities still need to or are still minimally 
utilising the creative economy's potential for growth. Creative cities tend to have more organised 
ecosystems to support innovation, cross-sector collaboration, and the development of local creative 
industries, while non-creative cities rely more on traditional or manufacturing sectors (Gallagher & 
Ehlman, 2019; Gerlitz & Prause, 2021). 
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Creative cities stand out regarding product and service innovations based on local culture 
and modern technology. For example, cities such as Bandung and Yogyakarta have become centres 
of innovation with various creative products, ranging from art, design, and fashion to digital 
technology. These innovations allow creative cities to compete in the global market and offer different 
products than non-creative cities, focusing on standard commodities or traditional industries 
(Cunningham & McCutcheon, 2023; Faraone, 2022). 

The creative economy sector in creative cities tends to create more flexible and diverse jobs 
than in non-creative cities. Small and medium enterprises (MSMEs) in the creative sector employ 
individuals from various backgrounds, ranging from artists and designers to technology experts. In 
contrast, non-creative cities offer more jobs in the traditional manufacturing or service sectors, which 
tend to be more varied and innovative-oriented (Camboim et al., 2019; Jordan et al., 2023). 

Creative cities also show a more significant increase in people's income than non-creative 
cities. The high added value of the creative products produced often influences income in creative 
cities. For example, unique fashion, handicraft, or technology products have high selling power in 
the global market. In contrast, non-creative cities that still rely on standard products or commodities 
tend to have lower profit margins, which impacts people's incomes (Klein & Spychalska-Wojtkiewicz, 
2020; Yao et al., 2021). 

Creative cities can increase local competitiveness because their creative economy sector 
produces products and attracts investment and tourists. Unique creative products attract local and 
international consumers, while non-creative cities still rely on the appeal of traditional industries that 
tend to be less competitive in the global market. Therefore, creative cities often excel in terms of 
economic growth and competitiveness compared to non-creative cities (Jo et al., 2021; Liang & 
Wang, 2020). 

Creative cities are generally more successful in utilising local cultural identity as a selling 
point in the creative industry. Managing cultural identity through creative products significantly adds 
value to local and global markets. On the other hand, non-creative cities usually need more focus on 
utilising local culture for economic products, so their cultural identity is less known or optimised as 
an economic resource (Escalona-Orcao et al., 2020; Jiang & Zheng, 2021). 

The comparison between creative and non-creative cities shows that developing the creative 
economy sector improves local competitiveness and strengthens the city's economy. Non-creative 
cities can learn from the success of creative cities in innovation, cross-sector collaboration, and the 
use of cultural identities to improve local products. With the right strategy, non-creative cities can 
adopt creative approaches to drive more sustainable economic growth. 
 
Increasing Local Competitiveness and Local Economy 
One of the most visible results of developing the creative economy in creative cities is the increase 
in local competitiveness. With innovation and cross-sector collaboration, creative cities can create 
products and services with high selling power in the global market. These creative products attract 
local consumers and increase the city's visibility on the international stage (Na et al., 2019; Santoro 
et al., 2020). 

The development of the creative economy sector directly impacts the growth of the creative 
industry. Thanks to support from the government, the private sector, and local communities, the 
industry is increasing in creative cities. This growth not only creates new jobs but also increases the 
export value of creative products, which in turn contributes to the growth of the local economy 
(Chakraborty et al., 2019; Kaya et al., 2020). 

Another outcome of creative economy interventions is increased domestic and international 
investment. Creative cities attract the attention of investors because of the great potential possessed 
by the creative industry. Innovative and globally oriented-creative products attract investment for 
further development, such as funding creative startups, building creative infrastructure, and 
developing technologies that support the industry (El-Ferik & Al-Naser, 2021; Hou et al., 2022). 

The creative economy has proven to be one of the most compelling sectors in creating jobs, 
especially among the younger generation. Creative cities offer a more varied range of jobs, from 
production to marketing and technology. With government and private sector support, these cities 
can create dynamic and attractive job ecosystems for young people interested in the creative sector 
(Chan & Cho, 2022; Zhang et al., 2020). 

One of the positive results of developing the creative economy is the active involvement of 
local communities in the creative production process. Creative actors often collaborate with local 
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communities to create unique and culture-based products. This collaboration not only improves 
product quality but also provides a direct economic impact on local communities, such as increased 
income and welfare (Bucea-Manea-Țoniş et al., 2021; Guerrero & Hansen, 2021). 

Creative cities have also succeeded in strengthening local cultural identity through the 
creative products produced. Cultural identity is essential in increasing local competitiveness because 
culture-based products have added value, making competing with ordinary commodity products 
difficult. Creative cities that have succeeded in utilising this cultural identity can create products that 
sell well in the local market and are also in demand in the international market (Jimenez-Jimenez et 
al., 2019; X. Li, 2020). 

The results of creative economy interventions in creative cities show a significant increase 
in local competitiveness. With the support of innovation, investment, and cross-sector collaboration, 
these cities can create a more dynamic and sustainable economic ecosystem. The experience of 
these creative cities can be an example for other cities that want to improve their local 
competitiveness through the development of the creative economy sector (Klein & Spychalska-
Wojtkiewicz, 2020; Rauter et al., 2019; Statsenko & Corral de Zubielqui 2020). 
 
Challenges Faced 
One of the main challenges creative cities face is the need for adequate digital infrastructure. 
Although the creative economy sector relies heavily on digital technology, not all cities have equal 
access to this technology. Inadequate infrastructure, such as slow or unstable internet connections, 
hinders creatives from marketing their products globally and participating in the digital economy 
(Chou et al., 2024; L. Li et al., 2022). 

In addition to infrastructure problems, access to advanced technology still needs to be 
improved for many creative actors in small cities. Technologies such as design software, e-
commerce platforms, and modern production tools are often tricky for creatives in underdeveloped 
cities. The inability to access these technologies limits their innovation and competitiveness in an 
increasingly competitive market (Cavalcante et al., 2021; Wang et al., 2021). 

Regulations that have yet to fully support the creative industry's growth are also a significant 
obstacle. Many creative cities need help obtaining business licenses, intellectual property rights, or 
fiscal incentives that can support the development of their industries. Complex and inflexible 
regulations hinder the growth of creative businesses, especially for small and medium enterprises 
(MSMEs) (Janssen et al., 2019; Kong et al., 2019). 

Another challenge faced is the skills gap among creative actors. Many creatives, especially 
in small cities, still need to gain the skills to compete in the global market. Technical skills such as 
digital design, online marketing, and business management still need to be revised, limiting the 
growth potential of the creative industry in some cities (A. U. Rahman et al., 2022; Sanchez-Arias et 
al., 2023). 

Creative cities that still need to be fully independent in the creative economy often depend 
on other traditional sectors, such as manufacturing or tourism. This dependence reduces the creative 
economy's flexibility in the face of global challenges, such as technological changes or market 
fluctuations. Cities that are too dependent on one sector often have difficulty maintaining sustainable 
growth (Alcaide Muñoz & Rodríguez Bolívar, 2021; Balfaqih & Alharbi, 2022). 

The next challenge is the need for cross-sector collaboration in some creative cities. While 
collaboration between government, communities, and the private sector is essential in developing 
the creative economy, not all cities have collaborative solid ecosystems. This lack of collaboration 
limits innovation and synergies that should drive the growth of the creative sector more quickly and 
effectively (Ahad et al., 2020; M. A. Rahman et al., 2019). 

More extraordinary efforts are needed to develop digital infrastructure, improve access to 
technology, and improve regulations supporting the creative industry's growth. Skills training 
programs and cross-sectoral collaboration must also be improved to address skills gaps and 
dependencies in other sectors. By addressing these challenges, creative cities can reach their full 
potential in enhancing local competitiveness and contributing to national economic growth (Ogbodo 
et al., 2022; Shi et al., 2023). 
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4. CONCLUTION 
The main conclusion of this study is that the creative economy has proven to be one of the critical 
sectors in driving increased local competitiveness in Indonesia's creative cities. With a focus on 
innovation and cross-sector collaboration, cities such as Bandung, Yogyakarta, and Bali can harness 
the creative potential to create high-value products and services, contributing to local economic 
growth and strengthening their position in the global market. The great potential of the creative 
economy sector allows creative cities to become centres of significant innovation and growth. 
Innovations in the creative economy sector significantly influence local competitiveness, mainly 
because creative products are often based on local cultural identity. Creative cities that successfully 
use their cultural identity can create unique and different products that are difficult for non-creative 
cities or competitors from abroad to imitate. These culture-based products are a significant attraction 
in the local and international markets, thus providing a competitive advantage for these cities. The 
creative economy sector has also been proven to create more diverse and flexible jobs than 
traditional sectors. Job opportunities in this sector are open to individuals directly involved in creative 
production and those in supporting industries, such as marketing and technology. In addition, the 
creative economy significantly contributes to increasing people's income, especially by creating 
value-added products that are marketed globally. Despite the creative economy's great potential, 
significant challenges must be overcome. Uneven digital infrastructure, limited access to technology, 
unsupportive regulations, and skills gaps among creative actors are the main obstacles to the 
development of this sector. Creative cities that need more infrastructure and supportive policies are 
having difficulty reaching their full potential, slowing down the growth rate of the creative sector. The 
success of creative cities in increasing local competitiveness is inseparable from the role of cross-
sector collaboration between the government, local communities, and the private sector. This 
collaboration creates an ecosystem that supports innovation and sustainable development of the 
creative sector. Government support in the form of more flexible regulations, the development of 
digital infrastructure, and skills training programs are urgently needed to overcome existing 
challenges and encourage future creative economy growth. Based on the findings of this study, a 
more comprehensive strategy is needed to support the development of the creative economy in 
Indonesia. Governments must continue encouraging investment in digital infrastructure and 
providing more comprehensive access to technology for creative actors, especially in small cities. In 
addition, training programs that focus on creative and business skills should be expanded to address 
skills gaps. Cross-sector collaboration must also be strengthened to create an ecosystem that 
supports the sustainable growth of the creative industry so that the creative economy can continue 
to contribute to increasing local competitiveness and national economic growth. 
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