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Abstract - Cultural experience improvement in all respects, especially in the creation of locality through cultural industry 
will increase tourist numbers in the cultural heritage places. However, formanaging cultural heritage properties, the local 
government tends to implement public-private partnership. Consequently, small and medium enterprises (SMEs) become 
less competitive. This research aims to analyze the challenges and (re)-managing SMEsin creative industrial sector in 
Indonesia. The challenges faced by SMEs, namely (1) the distribution of creative economic potential in each region is not 
mapped in details; (2) limited access to markets, capital, and human resources; and (3) lack of optimality of supports from 
institutions that are capable of facilitating collaboration among government, community, entrepreneurship, and academy. To 
deal with the existing challenges, managing SMEs in creative industrial sector must be done by involving internal and 
external factors, including (1) the study of consumer behavior; (2) the involvement of actors from several sectors and 
stakeholders; and (3) policies and programs as supports for the development of creative industry-based SMEs. 
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I. INTRODUCTION 
 
Tourists always expect to have more cultural 
experience in all respects (Bowitz and Ibenholt, 2009: 
1). Schofield and Szymanski highlighted the 
importance of creation of locality with the purpose of 
bringing historical sense close to cultural tourism 
both physically and essentially (Watson, 2015: 47 – 
48). Therefore, through small and medium enterprises 
(SMEs), local people play an essential role in 
attracting tourists with festivals, musical concerts, 
foods, and so forth.  
 
Because the cultural heritage management always 
requires high cost, local government tends to 
implement public-private partnership to develop 
infrastructures, facilities for communities, and to give 
other forms of services (Khitam, 2012: 339). As a 
consequence, big companies have more chances and 
receive more profits than SMEs in cultural tourism. 
Regarding this condtion, managing SMEs in creative 
industrial sector needs to be prioritized in terms of 
their competitiveness with bigger companies.  SMEs 
in creative industrial sector take the biggest 
proportion of the whole economic activities of 
societies in Indonesia. Indonesia comprises 5.4 
million creative businesses that have taken 11.8 
million workers (the Ministry of Coordinator of 
Economy, 2015: 6). This figure shows that the 
industries are quite dominant compared to those of 
bigger companies in the sector of creative industry 
which only accounts for 542 companies (Bank 
Indonesia, 2015: 29). The improvement of potential 
in creative sector of SMEs will also raise the 
economy of the state, economic diversification, 
alleviate poverty, and create reciprocal relationship 

between service providers and other production 
(Kurniawan, Zauhar, and Hermawan, 2013: 48). In 
terms of the promotion of cultural tourism, 
conversely, consumers are also seen responsive to 
new goods and services that are unusual, as offered 
by creative industry of SMEs (Vikaliana, 2016: 102). 

 
II. DEFINING INDONESIAN CREATIVE 
INDUSTRY 
 
The term creative industry first came into use for a 
policy in Australia in the 1990s. This was then 
followed by the Department of Culture, Media and 
Sport of the United Kingdom, in which the term was 
then changed into creative industry. The success of 
creative industry was followed by other countries like 
Singapore, China, South Korea, Australia, Taiwan, 
Hong Kong, India, the Philippines, and Indonesia 
(Kong, 2014: 595).  
 
To dates, there has been no universal agreement on 
the definition and system in the classification of 
creative industry that has been agreed with. Each 
country holds different view about creative industry. 
This is influenced by some factors such as politics, 
history, and geography (Kong 2014: 596).  
 
Despite the absence of universal definition, there are 
at least some sources that can help understand 
creative industry. For example, according to UNDP 
Report 2013 (UNDP/UNESCO, 2013: 20), creative 
industry is a term that refers to ‘a much wider 
productivity set, including goods and services 
produced by the cultural industries and by industries 
subject to innovation, including many kinds of 
research and software development’. 
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Unfortunately, the definition of creative industry has 
not been implied yet in the Legislation of Indonesia. 
However, recalling the essence of the existence of 
creative industry, the government has mapped 16 sub-
sectors involved in creative industry through 
Presidential Decree No. 72 Year 2015 on the change 
of Presidential Decree No. 6 Year 2015 on Creative 
Economy Body. The sub-sectors involve: (1) 
architecture; (2) Interior design; (3) Visual and 
Communication Design; (4) Product design; (5) film, 
animation, and video; (6) photography; (7) craft; (8) 
culinary; (9) music; (10) fashion; (11) application and 
game developer; (12) publishing; (13) advertising; 
(14) television and radio: (15) performing art; and 
(16) art. 
 
It is expected that all those sub-sectors of creative 
industry develop and are more extensive. This shows 
that creativity which is prerequisite for the existence 
of creative industry not only comes from cultural 
heritage, but it can also be created. Developing the 
values of creativity takes the development of social 
culture and government policy (Hermawati and 
Runiawati, 2015: 97). This combination will 
determine the fruitfulness of creative industry by 
SMEs that serve as the backbone of the economy of 
the nation.  
 
III. THE CHALLENGES FACED BY SMES IN 
CREATIVE INDUSTRIAL SECTOR: NOW AND 
THEN 
 
The development of SMEs in the sector of creative 
industry has not emerged as a robust and competitive 
business. The population of SMEs has lower 
productivity level and is still dominated by informal 
micro enterprises (98.8%). The value of Gross 
Domestic Product (GDP) in SMEs has decreased 
particularly in the sectors such as agriculture and 
trading sectors with dominant number of units and 
workforce. The highest value of GDP in SMEs is in 
tertiary sector, while the GDP value of SMEs in 
processing industry is seen low. The involvement of 
SMEs in export is also still low (below 19.0%) and its 
contribution in export also keeps falling (the Ministry 
of Coordinator of Economy, 2015: 9).  
 
The decreasing value of SMEs in Indonesia 
particularly in creative industrial sector is possibly 
caused by the condition in which the distribution of 
creative economic potential in each region is not 
mapped in details. This leads to the development of 
creative economy which does not optimally support 
the economic growth both at regional and national 
level, while the development of creative cities 
proposed to improve creative industry is only 
implemented partially and it is not integrated. By 
considering the scope of creative industry comprising 
16 sub-sectors in 514 cities/regencies, the creative 
development taking place in cities or regencies must 

be done systematically and sustainably (The Ministry 
of Coordination of Economy, 2015: 7).  
For further details in terms of issues faced by SMEs 
in developing creative industry in Indonesia, the 
following points related to mapping are to be 
considered:  
1. Limited availability of creative, competitive, and 
professional human resources. 
2. Limited supporting resources that meet 
qualification, are diverse, and competitive. 
3. Undeveloped industrial structures which are 
competitive, growing, and diverse.  
4. Unavailability of relevant and competitive funding.  
5. Limited access to markets for creative artwork.  
6. Limited availability of relevant and competitive 
technology infrastructures; and  
7. Lack of optimality of supports from institutions 
that are capable of facilitating collaboration among 
government, community, entrepreneurship, and 
academy for the development of creative economy 
(the Ministry of Coordinator of Economy, 2015: 6-7). 
 
IV. MANAGING SMES IN CREATIVE 
INDUSTRIAL SECTOR 
 
The management of SMEs in creative industrial 
sector that is highly competitivemust be done by 
involving internal and external factors of SMEs and 
related stakeholders. To tackle some problems faced 
by SMEs in creative industrial sector, the author 
proposed ideas on the management of SMEs:  
 
1. The study of consumer behavior 
In tourism industry, consumers/tourists are no longer 
objects, but they also serve as subjects for creative 
industry. Basically, consumers have freedom to 
choose, but choices are influenced by how marketing 
strategies are planned, so that consumers are attracted 
to buy certain products or brands (Papageorgiou, 
2015: 480).  
 
Learning the consumer behavior, which involves 
getting to know consumers’ need, obtaining 
information, taking some consideration to select some 
goods, deciding to buy goods, and consumer behavior 
before and after buying products (Papageorgiou, 
2015: 480) could enhance the competitiveness of 
SMEs in promoting cultural heritage event, which 
then brings the local people living around tourist 
attractions to prosperity. Moreover, services of 
tourism will be more diverse and competitive for each 
tourist destination. 
 
2. The involvement of actors from several sectors 
and stakeholders 
The increasing partnership among stakeholders is the 
key factor to the development of creative industry-
based SMEs, involving four actors such as 
government, community, academics, and 
entrepreneurs (quadruple-helix). It is expected that 
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the synergy and collaborative condition needed to 
develop and to use the creativity and innovation are 
achieved (Communication Team of the Ministry of 
Coordinator of Economy 2017).  
In government institutions, the Deputy of Creative 
Economy Coordination, Entrepreneurship, and 
Cooperative and SMEs Competitiveness is required 
to perform strong coordination, cooperation, and 
collaboration with ministries/related institutions. 
There are at least 9 ministries and institutions closely 
related to creative industrial development: (1) the 
Ministry of Industry; (2) the Ministry of Research and 
Technology Directorate General of Higher Education; 
(3) the Ministry of Agriculture; (4) the Ministry of 
Marine Affairs and Fisheries; (5) the Ministry of 
Cooperatives and SMEs; (6) the Ministry of 
Manpower; (7) Creative Economy Body; (8) the 
Indonesian Institute of Sciences; and (9) the Ministry 
of Coordination of Economy, 2015: 29-30).  
Through the concept of quadruple-helix, SMEs are 
able to receive the following supports:  
a. Contribution by Large-scale business 

entrepreneurs or educational institutions through 
training and education on innovations required in 
creative industry.  

b. Association with government to introduce and 
promote products of SMEs at international level.  

c. Association between government and macro 
business entrepreneurs in effort to improve 
marketing strategies for the products of SMEs.  

d. Easier technology transfer by working with the 
third parties for partnership. 

e. The possibility of research on the distribution of 
creative economy potential done by educational 
institutions in every region, along with training 
and seminar programs for SMEs.  

 
3. Policies and programs as supports for the 
development of Creative Industry-based SMEs. 
Some policies and programs that can be applied in 
SMEs for creative industrial sector, especially those 
related to entrepreneurship management 
reinforcement, competitiveness of SMEs, workforce, 
and technology transfer, are as follows:  
a. Creative economy development based on art, 

culture, media, design, and Science and 
Technology through development, protection, 
and marketing of products from creative 
industry.  

b. Area development based on creativity, 
innovation, and technology through the 
development of creative space, creative 
cities/villages, creative centers, and Science 
Techno Park. 

c. Policies required to create entrepreneurship 
based on technology through the establishment 
of entrepreneurship incubator and the 
development of good ecosystem for 
entrepreneurship.  

d. Enhancement of competitiveness of cooperatives 
and SMEs to go higher to the next level, and 
small and medium enterprises that could 
stimulate national industrial programs and 
increase export at national level (the Ministry of 
Coordinator of Economy, 2015: 19-20).  

 
CONCLUSION 
 
There is a positive and strong relationship among 
SMEs, creative industry, and the improvement of the 
promotion of cultural tourism in Indonesia. However, 
the SMEs in the creative industrial sector are 
considered low and uncompetitive. As a result, it is 
required to manage SMEs in creative industrial sector 
through (1) the study of consumer behavior; (2) the 
involvement of actors from several sectors and 
stakeholders; and (3) the policies and programs to 
support the development of creative industry-based 
SMEs.  
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