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Abstract. To strengthen Indonesia's position in the global creative economy landscape,
sustainable strategic efforts are needed, one of which is maximizing exports of creative
economy products. Exports of creative goods have a significant impact on the economy,
contributing to income growth, job creation and export earnings. the importance of the East
Asian market for the expansion of Indonesian creative products. Japan, with its prominent
position, has become one of the main destinations for the export of Indonesian creative
products, thanks to the high demand for innovative designs and quality products that reflect
the uniqueness of Indonesian culture. On the other hand, China, as one of the largest and
most dynamic economies in the world, has also shown significant interest in Indonesian
creative products. Furthermore, in the context of this research, focus is given to identifying
potential that can provide comparative advantage using the Revealed comparative
advantage (RCA) approach which is revealed for the Indonesian creative economy and the
Manufacturing of crafts and design goods subsector to increase international
competitiveness, including in China. and Japan.
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1 Introduction

The creative economy sector is a significant driver of the global economy, contributing
to income growth, job creation and increased export earnings[1]. The United Nations has
supported initiatives such as UNCTAD's Creative Economy Program to encourage economic
development through creativity[2]. The creative economy has become an important pillar in the
economic development of various countries. In this way, the growth of the creative economy
not only makes a direct contribution to a country's Gross Domestic Product (GDP) but also
opens up great opportunities for innovation, investment and cross-sectoral collaboration. The
integration of the creative sector into the overall development strategy can contribute
significantly to the revitalization of the national economy through dynamic economic and
cultural exchange[3]. In addition, this sector has also been proven to contribute to economic
growth, job creation, revitalization and internationalization, as well as showing resilience even
during economic crises.[4]. Developing and supporting the creative sector is considered
important to meet demand in the global market[5].

The global paradigm shows diverse contributions of creative industries to GDP and
employment, with countries such as the United States and the Netherlands showing significant
impacts[6]. Subsectors such as fashion, handicrafts and culinary arts in the creative economy
play an important role in shaping GDP structure and export dynamics[7]. The emergence of the
creative economy as a combination of culture, arts and economics underscores the importance
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of cultivating creative human resources for sustainable economic development[8]. Indonesia
plays quite an important role in the global creative economy arena. Indonesia has identified the
creative economy as one of the strategic sectors to encourage sustainable economic growth. The
Indonesian government, through the Ministry of Creative Economy, has established various
initiatives and policies to support the development of this sector. This is reinforced by the
statement of the President of Indonesia who has emphasized that the creative economy sector
plays an important role as a main part of the national economic structure[9]. The development
of a regional economic system within a creative economy framework has been identified as the
main strategy to encourage economic sustainability and prosperity[10].
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Figure 1. Contribution of Creative Economy GDP to Indonesia's National GDP 2010 - 2022

Data on the contribution of creative economy GDP to Indonesia's national GDP from
2010 to 2022 can be seen in figure one above, showing quite significant variations. From 2010
to 2016, this contribution was relatively stable at around 7.4% to 7.7%. However, from 2017 to
2022, there was a fairly consistent downward trend. In 2022, the GDP contribution of the
creative economy recorded the lowest figure at 6.54%, decreasing from 7.02% in 2021. This
decline is an indication of the challenges faced by Indonesia's creative economy sector in facing
various external and internal changes. On the external barriers side, various findings in research
try to explain this, one of the main difficulties faced by this sector is the large number of small
and medium enterprises (SMEs) and micro enterprises in it, which highlights the need for
decision makers and policy makers to overcome obstacles faced by these businesses[11]. In
addition, the creative economy is very vulnerable to external changes such as globalization and
technological advances, which can disrupt traditional business models and require rapid
adaptation to remain competitive.[12]. On the internal side, governance capacity and cross-
sector collaboration are also major obstacles to the development of the creative economy.
Governance capacity plays an important role in creating an environment that supports the
development of creative industries, but many regions struggle with issues related to effective
governance and regulatory frameworks that support creative entrepreneurship.[13]. Likewise,
cross-sector collaboration remains a challenge in the creative economy, hampering the sector's
ability to harness diverse skills and resources for sustainable growth[14].

To strengthen Indonesia's position in the global creative economy landscape,
sustainable strategic efforts are needed, one of which is maximizing exports of creative economy
products. Exports of creative goods have a significant impact on the economy, contributing to
income growth, job creation and export earnings[15]. Creative products have been proven to
have a positive impact on the GDP of creative economy countries, emphasizing the economic
value obtained from these exports[16]. The contribution of exports, which is one of the main



aspects of international trade, has been proven to have a positive impact on economic growth in
various regions[17], Furthermore Countries such as Ukraine have recognized the significant
contribution of creative industries to local economic development, and exports account for a
large part of the value of this sector[18]. Likewise in Russia, the development of creative
industries has been proven to have a positive impact on key economic indicators such as
production, employment, income and exports[19]. This highlights the multifaceted benefits of
developing the creative sector for overall economic progress.
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Figure 2. Ten Largest Exporters of Creative Products in the World in 2020

Figure two shows data about the ten largest exporters of creative products in the world
in 2020. China occupies the top position with an export value of $169 billion, far surpassing
other countries. Second place is occupied by the United States with an export value of $32
billion, followed by Italy with $27 billion, and Germany with $26 billion. Hong Kong SAR and
France are also on this list with export values of $24 billion and $21 billion respectively. Apart
from that, countries like the UK, Vietnam, South Korea and India are also in the top ten list.
China's export value, which is almost five times greater than that of the United States, shows
how strong China's position is in the global market for creative products. This may be caused
by various factors such as large production capacity, lower production costs, and government
policies that support the creative industry. Meanwhile, other countries such as Italy, Germany
and Hong Kong SAR also showed quite good performance in this sector, although with lower
export values. The presence of countries such as Vietnam, South Korea and India on this list
also indicates that the creative economy is not only developing in developed countries, but also
in developing countries. This could be an indication that the creative sector has great potential
to contribute to the global economy in various countries. Research result[20], stated that the
export of creative products has been proven to have a positive impact on economic growth by
diversifying sources of income and encouraging innovation. According to an article released on
the fiscal.kemenkeu.go.id page throughout 2023, Indonesia's export value will still be
concentrated in China with a share of 25.66%, the United States with a share of 9.57%, and
India with a share of 8.35%. Meanwhile, Indonesia's exports to ASEAN and the European Union
respectively have a share of 18.35% and 6.78% of Indonesia's total exports in 2023.



Table 1. Five Countries Absorbing Exports of Indonesian Creative Economy Products in
Percentage for 2018-2019

Year United Japan Singapore  China German
States of (China)
America
2018 36.36% 7.84%  5.42% 5.29% 4.36%
2019 39.57% 7.70%  5.39% 5.28% 4.40%

In the context of creative economy products exported by Indonesia, according to
(bankdata.kemenparekraf.go.id), Japan and China rank second and fourth as the countries that
absorb the largest number of Indonesian creative economy export products, namely 7.7% and
5.2%. with the dominance of fashion and craft creative economy products. This is in line with
the data released (katalogdata.kemenparekraf.go.id). This position shows how important the
East Asian market is for the expansion of Indonesian creative products. Japan, with its
prominent position, has become one of the main destinations for the export of Indonesian
creative products, thanks to the high demand for innovative designs and quality products that
reflect the uniqueness of Indonesian culture. On the other hand, China, as one of the largest and
most dynamic economies in the world, has also shown significant interest in Indonesian creative
products.

Source : kemenparekraf.go.id, (2020)

Figure 3. Countries Absorbing Exports of Indonesian Creative Economy Products in
Percentage for 2018-2019

The involvement of these two countries not only has a positive impact on the growth
of the creative industry in Indonesia but also opens up opportunities for further development
through collaboration and improving product quality that can meet international standards.
Thus, focusing on the Japanese and Chinese markets is an important strategy in expanding the
global reach of Indonesian creative products and increasing the competitiveness of the national
creative industry in international markets. Creative economy products in the fashion and crafts
categories are included in the top three subsectors that dominate their contribution to Indonesia's
creative economy GDP. The contribution of the Crafts subsector shows mild fluctuations during
the 2017-2021 period, these fluctuations indicate potential sensitivity to economic changes or
subsector-specific factors. The trend of increasing the contribution of Crafts from 2017 to 2018
was followed by a decline until 2020, then stabilized in 2021. On the other hand, Fashion
experienced a slight decline in 2018 but recovered in 2019 and continues to experience a slight
increase until 2021. This indicates the fashion subsector more stable in its contribution to
Indonesia's creative economy GDP.
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Figure 4. Contribution of the Craft and Fashion Subsector to Indonesia's Creative Economy
GDP 2017-2021

Indonesia's position on the global creative economy map has quite good potential.
Indonesia has taken many steps in bilateral trade cooperation agreements and multilateral
cooperation, such as China-AFTA, Korea-AFTA, and IJEPA (beacukai.go.id). In the context of
China-AFTA, this collaboration has opened up great opportunities for Indonesian creative
economy products to enter the vast Chinese market. Eliminating or reducing tariffs for creative
products, such as handicrafts, fashion and audiovisual products, allows Indonesia to be more
competitive. Meanwhile, the Indonesia-Japan Economic Partnership Agreement (IJEPA) opens
up great opportunities for Indonesian creative economy products in the Japanese market. The
IJEPA protocol changes are expected to take effect soon, providing wider market access and
reducing trade barriers. Japan, with its high demand for quality and innovative products, is a
potential market for Indonesian creative products.

Via the treaty.kemlu.go.id page on November 28 2017 in Surakarta, a Memorandum
of Understanding on Film Cooperation between the Agency for Creative Economy of the
Republic of Indonesia and the State Administration of Press, Publication, Radio, Film and
Television of the People's Republic of China. In the landscape of globalization and digitalization
which increasingly influences the dynamics of the creative economy, it is important to
understand the relative comparative advantage of a country in producing and trading creative
products. Analysis of the Revealed Comparative Advantage (RCA) Approach between
Indonesia and China and Indonesia and Japan is crucial in identifying potential for collaboration
and growth in this sector. Indonesia can identify creative products that have high comparative
advantages and focus on developing them. This analysis also helps in designing appropriate
policies to increase the competitiveness and exports of Indonesian creative products. By
understanding strengths and weaknesses through Revealed Comparative Advantage (RCA),
Indonesia can take strategic steps to maximize its potential and compete more effectively in the
global market. Research on the theme of Revealed Comparative Advantage (RCA) in the
context of Indonesian commodity exports has been widely discussed and revealed. Research
Studies on Indonesia's commodity export position and the competitiveness of products such as
crude palm oil and tea provide valuable insights[21],[22]. Research result[23]has shown that the
use of Revealed Comparative Advantage (RCA) analysis can provide insight into export
dynamics, as in the case of Indonesian mango commaodities, where EPD analysis complements
Revealed Comparative Advantage (RCA) analysis to support strategic trade decisions.

Likewise in the Indonesian seaweed market, the application of Revealed Comparative
Advantage (RCA) analysis reveals the country's comparative advantage, highlighting



Indonesia's superiority in trade with countries such as China[24]. Furthermore, in the context of
this research, the focus is given to identifying potential that can provide comparative advantages
using the Revealed Comparative Advantage (RCA) approach which is revealed for the
Indonesian creative economy in the Manufacturing of crafts and design goods subsector. Based
on the data presented above, regarding the contribution of the subsector to Indonesia's Creative
Economy GDP, this subsector is considered to have great potential to increase international
competitiveness, including in China and Japan.

2 Literature Review
2.1. Definition and Concept of Creative Economy

The creative economy is a relatively new concept but has experienced significant
development in the last few decades. This term was first introduced by John Howkins in 2001
in his book entitled The Creative Economy: How People Make Money from Ideas. Based on
Howkins' view, the creative economy is an economic activity that is centered on creating added
value through creativity, innovation and the use of intellectual property rights. Howkins is
known as a pioneer in introducing the concept of the creative economy, which emphasizes the
economic value resulting from human creative efforts[25]. The definition not only includes
traditional economic inputs such as land or capital, but also highlights the centrality of ideas in
this economic model[26]. He predicts that the creative economy will emerge as a significant
economic form in the 21st century, and underlines its potential importance[27]. The definition
further underlines the transformative power of creativity in driving economic progress and
societal development[28]. Howkins' conceptualization of the creative economy has sparked
debate and discussion regarding the role of creativity in shaping the contemporary economy[29].

According to the United Nations Conference on Trade and Development (UNCTAD),
the creative economy is a developing economic concept based on creative assets that have the
potential to generate economic growth and development. The definition of creative industries
provided by UNCTAD (2010) emphasizes the role of intellectual property and proposes that
creative industries are, although not limited to, knowledge-based and arts-oriented activities that
generate income from trade and intellectual property rights. Thus, the creative industry is a new
dynamic sector in global trade. UNCTAD classifies creative economy sectors based on the 2017
Harmonized System (HS) code, which provides a detailed and systematic structure for
categorizing creative products. This classification includes various main categories, such as "All
creative goods” which includes all creative goods, as well as special subcategories such as
"Audiovisual, multimedia and photography" and "Manufacturing of crafts and design goods".
This subcategory includes products such as carpets, fashion accessories, interiors, jewelry, toys,
woven crafts, and yarn, demonstrating the importance of crafts and design in the creative
economy. In addition, other categories such as "Books and publishing", "Music, performing and
visual arts", "Architecture", "Software, video games and recorded media”, as well as "Cultural
and natural heritage" highlight the wide scope of this sector, which includes book publishing,
performing arts, architecture, recorded media and video games, as well as cultural and natural
heritage.

UNCTAD's Creative Economy Program, which began in 2004, aims to help countries
around the world understand how to harness creativity in industry to spur economic
progress.[30]. By integrating creativity, knowledge, and innovation, the proposed economic
model of creativity underscores the interconnectedness of these elements in driving economic
prosperity[31]. UNCTAD's Creative Economy Report has been instrumental in highlighting the
importance of the creative sector across countries, providing valuable quantitative evidence
essential for comparison and analysis. In addition, the UNCTAD report has underscored the role
of the creative economy in driving inclusive and sustainable economic growth globally[32]. The



definition of creative industry according to UNESCO is an industry that combines creativity,
skills and abilities to generate wealth and employment. The creative industry is formed by
creative culture, namely a culture that combines creation, products and commercialization. In
Indonesia, the creative economy concept has been adopted and developed by the government
through various initiatives and policies.

The Indonesian Ministry of Tourism and Creative Economy, for example, has
determined 16 creative economy subsectors which are considered to have great potential for
development. Based on Presidential Decree Number 72 of 2015 and Presidential Decree
Number 142 of 2018, the creative economy in Indonesia includes the following sectors: (1)
architecture; (2) interior design; (3) visual communication design; (4) product design; (5) films,
animations and videos; (6) photography; (7) craft; (8) culinary arts; (9) music; (10) fashion; (11)
application and game development; (12) publishing; (13) advertising; (14) television and radio;
(15) performing arts; and (16) fine arts.

2.2. The Role of the Creative Economy in the Economy

The role of the creative economy in economic development has become a significant
topic in recent years. The creative industry is increasingly seen as a vital sector with the potential
to drive prosperity, create employment opportunities and contribute to regional and local
economic growth[33]. This shift is based on the understanding that creativity, flexibility, agility
and resilience are key elements for innovation and competitiveness in the modern economic
landscape[34]. Various studies have explored strategies for developing the creative economy,
such as identifying and mapping the potential of the creative sector and formulating strategic
plans for growth through urban branding and innovative industrial centers.[35]. Additionally,
the interaction between creative industries and traditional sectors has been a subject of interest,
with research exploring how cross-sector partnerships can drive innovation and growth. Studies
have highlighted the contribution of creative industries to the economy, particularly in terms of
employment, regional development and urban dynamics[36]. This emphasis on collaboration
and innovation emphasizes the transformational potential of creative industries in driving
economic progress. The clustering of the creative economy in urban areas has also been noted
as a significant factor in shaping the local economic base[37]. Urban centers serve as centers of
creative activity, playing an important role in fostering creativity, innovation and economic
development. In times of crisis, such as the current pandemic and periods of turmoil such as
martial law, the economy undergoes a transformation where creativity and creative industries
emerge as the main drivers of growth, ushering in a new economic era[38]. The economic value
generated by the creative economy is enormous, including the production and export of
commercial goods and creative services. This economic value is further strengthened by the
potential of the creative economy to encourage regional development, especially in vulnerable
or underdeveloped areas[39]. The creative economy is not just a sector but a strategic approach
to economic development, with the capacity to reinvigorate and transform regions by harnessing
creativity and innovation[40].

Observing the spatial distribution of the creative economy reveals its important role in
driving innovation and introducing new ideas, knowledge, and processes throughout the
economy[41]. The creative economy is an interconnected system that permeates various aspects
of economic activity, driving progress and development. The emergence of the creative industry
as a supporter of the modern knowledge-based economy emphasizes its importance in the policy
agenda and economic development strategy[42]. By exploiting synergies in the innovation
system, creative industries can catalyze economic development and create opportunities for
sustainable growth[43]. Basic creative industries theory emphasizes the contribution of culture
and creativity to economic progress, highlighting the transformational power of creative



endeavors. Cross-sector collaboration and development policies are very important to foster the
rural creative economy, requiring adaptive public policies that are in line with the needs and
potential of creative economy actors[44]. The creative economy sector is positioned as the
backbone of economic growth, with the potential to drive economic transformation and
resilience[45]. The creative economic potential of sub-sectors such as fashion, crafts and
culinary arts is very significant, contributing greatly to the country's gross domestic product and
foreign exchange earnings[46]. The implementation of models such as Penta Helix and Triple
Helix emphasizes the collaborative nature of industrial creativity and innovation, highlighting
the role of academia, business, government, media, and society in driving value creation[47].
Innovative approaches and models, such as helix four and five innovation systems, offer
pathways to harness creativity and innovation to drive economic growth and development[48].

2.3. Revealed Comparative Advantage (RCA)

Revealed Comparative Advantage (RCA) was introduced by economist Bela Balassa
in 1965 as a way to measure comparative advantage revealed through trade data. This method
uses the ratio of exports of a product from a country to the country's total exports, compared
with the same ratio at the global level. If the Revealed Comparative Advantage (RCA) value is
greater than one, it means that the country has a competitive advantage in that product. This
approach helps in identifying economic sectors that have the potential for higher growth and
profits in international trade. Furthermore, a similar explanation regarding Revealed
Comparative Advantage (RCA) is a fundamental concept in international trade that allows an
assessment of a country's relative advantage or weakness in a particular product compared to
other countries in the world.[49]. This index is very important for empirically identifying a
country's strong and weak export sectors[50].The Balassa Index has been widely applied in
various studies to evaluate competitiveness and comparative advantage in various sectors and
countries[51]. This index is considered a standard measure for assessing Revealed Comparative
Advantage (RCA) and has been used in a dynamic perspective to compare export structures and
analyze competitiveness[52].

Various studies have explored various aspects of Revealed Comparative Advantage
(RCA), including its application in industries such as textiles, clothing, agriculture, and
services[53],[54],[55],[56]. The Revealed Comparative Advantage (RCA) Index has become an
important tool in evaluating the competitiveness of sectors such as tourism, creative industries,
and specific products such as pharmaceuticals and leather goods[57],[58],[59]. In the creative
economy, Revealed Comparative Advantage (RCA) can be used to identify areas that have
potential competitive advantage. Revealed Comparative Advantage (RCA) analysis, countries
can determine which creative sectors have superior export performance, which in turn can
encourage investment and develop policies that support the growth of these sectors. This is
important because the creative economy is often the main driver of innovation and economic
growth in the modern era. By analyzing a country's comparative advantage in certain sectors,
researchers can gain insight into the country's trade patterns, competitiveness, and economic
growth potential.[60],[61]. The Revealed Comparative Advantage (RCA) Index has also been
used to analyze trade dynamics between countries, assess the impact of free trade agreements,
and evaluate the competitiveness of various industries.[62],[63],[64]. Through Revealed
Comparative Advantage (RCA) analysis, researchers can compare countries' export
specializations, identify areas of strength and weakness, and make informed policy decisions to
improve their international trade performance.[65],[66],[67].

3 Research Method

This study focuses on East Asian countries that have established a Free Trade Area
(FTA) with Indonesia through several cooperation agreements between Indonesia-China



(ACFTA) and Indonesia-Japan (IJEPA). Data on trading partner countries was obtained from
export and import data published from UN-Comtrade sources (https://comtradeplus.un.org),
Trademap (www.trademap.org), as well as data from the Ministry of Creative Economy
(https://satudata.kemenparekraf.go.id/) and  the  Central Bureau of  Statistics
(https://www.bps.go.id). This study uses secondary data, annual data in the form of time series
data, for the period 2018 - 2022, which are Creative economy product groups according to the
HS2017 code released by UNCTAD with the Manufacturing of crafts and design goods
subsector from Indonesia to China, and from Indonesia to Japan. This research aims to analyze
the export performance of Indonesia's creative economy products in the Manufacturing of crafts
and design goods subsector on international markets, especially in China and Japan. The
analysis was carried out by identifying export trends, trade patterns and the potential to increase
the competitiveness of Indonesian creative economy products in the two countries. It is hoped
that the results of this study will provide valuable insight for policy makers and stakeholders in
formulating strategies for developing the creative economy sector that are more effective and
sustainable. To calculate the Revealed Competitive Advantage (RCA) value between 0 and 1,
you can use the Revealed Comparative Trade Advantage (RCTA) method as mentioned in the
research[68]. Additionally, various indices such as RCA, RSCA, LhRCA, RCA, RTA, RMA,
RC, and TBI are used to analyze competitiveness and comparative advantage in international
trade, as shown in research[69].

Table 2. Creative economy product groups

CERO020 Manufacturing of crafts and design goods
CERO021 Carpets
CERO022 Fashion accessories
CERO023 Interiors
CERO024 Jewellery
CER025 Toys
CERO026 Wickerware
CERO027 Yarn

Source : UNCTAD, DimHS2017 Products Creatives Hierarchy

Revealed Comparative Advantage (RCA) is a fundamental concept in international trade
that helps countries to identify their strengths and weaknesses in a particular industry compared
to other countries. This concept was introduced by Bela Balassa in 1965[70]and has been widely
used in various studies to evaluate the competitiveness of different sectors in different countries.
Based on the results of research that has been conducted, researchers have used the Revealed
Comparative Advantage (RCA) index to analyze trade patterns, competitiveness and
comparative advantage in industries such as textiles and clothing.[71], service[72], and
manufacturing[73]. By calculating the Revealed Comparative Advantage (RCA) index,
researchers can determine whether a country has a comparative advantage in a particular sector
by comparing its export specialization with global trends. In this research, the author attempted
to conduct research to see the potential for creative economy export products in the Indonesian
Manufacturing of crafts and design goods subsector in the Chinese and Japanese markets, using
the Revealed Comparative Advantage (RCA) calculation method for Indonesian products.
Revealed Comparative Advantage (RCA) is a method used to measure the comparative
advantage of an area, such as a region, country or province. In addition, the Revealed
Comparative Advantage (RCA) index has been utilized in regional contexts, such as exploring
the comparative advantages of provinces within a country such as Indonesia[74]and evaluating
economic sustainability in specific regions such as the Sverdlovsk region in Russia[75]. These
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regional studies provide a more detailed perspective on comparative advantage, enabling
targeted interventions to improve competitiveness at the sub-national level. The Revealed
Comparative Advantage (RCA) value can be formulated as follows[76]:
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Information :
Units Source
RCAij : Comparative advantage (competitiveness) of | https://comtradeplus.un.org
Indonesian products
Xij . Export Value of Indonesian products to | https://comtradeplus.un.org
China and Japan in Year t
> iXij : Total exports of all Indonesian products to | www.trademap.org
China and Japan.
>jXij : Total export value of product i to the world | www.trademap.org
>iyjXij : The total export value of all products to the | www.trademap.org
world
4 Discussion

The creative economy has become an important pillar in global economic growth,
including in Indonesia. Various subsectors in the creative economy, such as handicrafts and
design, have great potential to make a significant contribution to state income, create jobs, and
strengthen cultural identity. In the context of international trade, understanding the
competitiveness and comparative advantages of these creative products is the key to maximizing
the economic benefits that can be obtained. International trade plays an important role in the
economic development and prosperity of a country. International trade allows countries,
especially developing countries, to utilize their resources effectively through specialization,
comparative advantage, and economies of scale, thereby driving economic progress[77]The use
of Revealed Comparative Advantage (RCA) in international trade analysis allows countries to
identify sectors in which they have a relative advantage. By understanding Revealed
Comparative Advantage (RCA), countries can formulate more effective trade strategies,
emphasize sectors with high comparative advantages, and maximize the benefits of international
trade.

The handicrafts and design subsector in Indonesia has great potential as a contributor
to the national economy through increasing exports and creating jobs. Furthermore, the
importance of competitiveness analysis and comparative advantage in improving the
performance of international trade in Indonesian creative products. Their research shows that
creative products, including handicrafts and designs, have a great opportunity to compete in the
global market, especially if supported by appropriate policies and continuous innovation. China
and Japan are significant markets for Indonesian creative economy products. China is known
for its ability to produce goods in large volumes and competitive prices, while Japan is known
for its high quality standards and specific demand for products with high cultural and aesthetic
value. Therefore, understanding Indonesia's comparative advantages between these two markets
can provide strategic insights for the development of more effective export policies and
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strategies. China has the advantage of producing goods on a large scale and low production
costs, which allows them to dominate the global market with price-competitive products.

Table 3. Export of All Products Indonesia - China 2018-2022

Year Value (USD Growth
Thousand)
= | 2018 $27,126,932 -
= 1 2019 $27,961,887 3.08%
= | 2020 $31,775,692 13.64%
2021 $53,764,668 69.21%
2022 $65,924,117 22.67%

Source:Trademap, data processed (2024)

Table three above shows the total export value of all products from Indonesia to China
in the period 2018 to 2022. This export value experienced a significant increase throughout this
period. In 2018, the total export value reached $27,126,932. In 2019, the export value increased
to $27,961,887, reflecting an increase of approximately 3.08%. In 2020, the export value rose
further to $31,775,692, reflecting growth of approximately 13.64% from the previous year. The
biggest jump occurred in 2021, with export value reaching $53,764,668, representing an
increase of approximately 69.21% compared to 2020. This positive trend continued into 2022,
with export value increasing further to $65,924,117, representing an increase of approximately
22.67% from 2021. Overall, the table above depicts strong and sustainable growth in the export
value of all Indonesian products to China during the 2018-2022 period. This shows significant
potential for Indonesia to continue to increase the presence of its products in the Chinese market
through a more effective and sustainable export strategy.

This growth in export value also reflects the great potential possessed by Indonesia's
creative economy products, especially the Manufacturing of crafts and design goods subsector.
This creative economy subsector plays an important role in enriching Indonesia's export
portfolio, considering that handicrafts and design goods from Indonesia have a unique appeal
and high cultural value that can be appreciated in international markets such as China. The
significant growth in export value provides an indication that there is an increase in demand and
acceptance of Indonesian creative products in China. The calculation of the Revealed
Comparative Advantage (RCA) value of the creative economy subsector of Manufacturing of
crafts and design goods from Indonesia to China in 2018-2022 can be seen in table 3 below.

Table 4. Revealed Comparative Advantage (RCA) Value of Creative Economy Exports in the
Manufacturing of Crafts and Design Goods Subsector Indonesia - China in 2018-2022.

Product Year RCA
Group
= 2018 1,296
£ 8§24 2019 1,270
= ..;_’ ] 2020 1,287
S e o | 2021 1,259
ScSa
2022 1,250

Source : Uncomtrade, Trademap, Data processed (2024)

Table four above shows the Revealed Comparative Advantage (RCA) value for the
manufacturing of crafts and design goods product group from 2018 to 2022. The data shows
that the Revealed Comparative Advantage (RCA) value for manufacturing of crafts and design



goods remained above 1 throughout the period 2018-2022, which means Indonesia has a
comparative advantage in this sector. In other words, Indonesia is more efficient in producing
these goods compared to other countries and has a better position in the international market for
these products. In 2019 the RCA ratio experienced a slight decrease of around 2.1% from the
previous year 2018. This decrease may indicate increased competition or changes in market
conditions that affect the competitiveness of this sector, although Indonesia still maintains a
comparative advantage. In 2020 Revealed Comparative Advantage (RCA) increased by 1.3%
from 2019. This increase shows improvements in comparative advantage or increased
performance of this sector, which may be caused by innovation, increased quality or production
efficiency. In 2021 and 2022, the RCA value decreased respectively by 2.2% and 0.8%. This
decline may be caused by external challenges such as changes in trade policies, the impact of
the global economy, or increased competition from other countries.To understand the dynamics
and competitive position in various industries, it is important to refer to research that uses
comparative advantage analysis, especially research that examines Revealed Comparative
Advantage between Indonesia and China. For example, research that focuses on the
competitiveness of the electronics industry in Indonesia and ASEAN-China uses Revealed
Comparative Advantage (RCA) analysis, as carried out by[78], providing important insights
into the competitive position of the sector. In addition, research analyzing the export
competitiveness of the textile and apparel industry in Indonesia, China and India shows that
China has significant comparative advantages and competitiveness.[79]. These studies
emphasize the importance of RCA analysis in evaluating the competitive position of different
countries in a particular industry.

Japan, as another important trading partner, has a market that is very sensitive to quality
and design. Manufacturing of crafts and design goods products from Indonesia must meet the
high standards applied in Japan to be well received. Japan values unique design and quality, so
Indonesian products that feature cultural elements and distinctive aesthetics can have a strong
appeal. Quality and innovation are key to entering the Japanese market, which requires adapting
products to suit Japanese consumer expectations. Japan has a strong preference for high-quality
products with high cultural value, which reflect the standards and aesthetics expected by
Japanese consumers. Understanding these dynamics can help Indonesia develop a more targeted
and effective export strategy.

Table 5.Export of All Products Indonesia - Japan 2018-2022

2018 $19,479,892

2019 $16,003,261 (17.9%)
2020 $13,662,871 (14.6%)
2021 $17,868,287 30.7%
2022 $24,845,365 39.1%

Source: Trademap, data processed (2024)

In table five it can be seen that the total export value of all Indonesian products to Japan
from 2018 to 2022 reveals significant fluctuations in export volume during that period. In 2018,
the export value reached $19,479,892, but saw a drastic decline in 2019 to $16,003,261,
reflecting a decline of around 17.9%. This decline may be caused by various external factors,
including economic instability or changes in market demand. In 2020, the export value fell again
to $13,662,871 thousand, experiencing a further decline of around 14.6%. This decline could be



influenced by the global impact of the COVID-19 pandemic which has affected international
trade and market demand. However, the situation started to improve in 2021, where the export
value increased to $17,868,287 thousand, registering a growth of around 30.7%. This recovery
shows an increase in demand or economic recovery which allows growth again in the export
sector to Japan. Entering 2022, the export value jumped significantly to $24,845,365 thousand,
with extraordinary growth of 39.1% compared to the previous year. This increase may indicate
a strong recovery from the impact of the pandemic and increased demand for Indonesian
products in the Japanese market. Overall this data shows that despite fluctuations in exports
from year to year, the positive trend seen in 2021 and 2022 signals strong growth potential and
the possibility of a good market recovery.

Formulating an effective export strategy from Indonesia to Japan requires a
comprehensive understanding of Indonesia's export performance, competitiveness in key
sectors, the impact of trade agreements and policies, and the dynamics of the Japanese market.
By utilizing insights from research studies that analyze these aspects, policy makers and the
business world can adjust their strategies to increase the presence of Indonesian exports in Japan
and exploit market opportunities effectively, including those related to creative economy
commodity exports, especially the manufacturing of crafts and subsectors. design goods.The
calculation of the Revealed Comparative Advantage (RCA) value of the creative economy
subsector of Manufacturing of crafts and design goods from Indonesia to China in 2018-2022
can be seen in table 5 below.

Table 6. Revealed Comparative Advantage (RCA) Value of Creative Economy Exports in the
Manufacturing of crafts and design goods subsector Indonesia - Japan in 2018-2022.

Source : Uncomtrade, Trademap, Data processed (2024)

Based on table six, it can be seen that the Revealed Comparative Advantage (RCA)
value for the Manufacturing of crafts and design goods subsector between Indonesia and Japan
shows interesting dynamics from 2018 to 2022. During this period, the Revealed Comparative
Advantage (RCA) value remains above 1 , indicating that Indonesia has a comparative
advantage in this sector. In 2018, the Revealed Comparative Advantage (RCA) value was 1.349,
indicating that Indonesia has an advantage in producing these goods compared to other
countries. The Revealed Comparative Advantage (RCA) value increased to 1.366 in 2019 and
1.383 in 2020, reflecting gradual improvements in comparative advantage despite global
challenges. However, in 2021, the Revealed Comparative Advantage (RCA) value decreased to
1.368, and this decline continued in 2022 to 1.346. This decline indicates competitive pressures
or changes in market conditions that may affect the competitiveness of the sector. However, the
Revealed Comparative Advantage (RCA) value which remains above 1 shows that Indonesia
still maintains a relatively good comparative advantage in the Manufacturing of crafts and
design goods subsector. The decline in the value of Revealed Comparative Advantage (RCA)
in recent years may require further attention to understand the factors that influence



competitiveness and develop appropriate strategies to maintain or improve Indonesia’s position
in the international market.

Indonesia and Japan have a long history of economic and financial cooperation,
stretching back more than six decades, as outlined in the review[80].While economic relations
between the two countries are generally strong, there are several specific issues related to
investment and trade that require close attention. Understanding these challenges is crucial to
more accurately assess the comparative advantages between Indonesia and Japan. Study
conducted by Sumiyati[81]regarding Indonesian exports to Japan and Singapore, identify the
factors that influence these trade flows. This research also highlights the role of comparative
advantage in determining export destinations, which in turn provides deep insight into the
dynamics of trade between Indonesia and Japan. In addition, it explores the implications of
regional cooperation frameworks, such as the Indo-Pacific framework[82], on economic
relations between Indonesia and Japan can provide valuable insight. These cooperative
frameworks often aim to increase economic integration and facilitate trade, which in turn can
influence comparative advantages between countries in the region. Specifically regarding the
Revealed Comparative Advantage (RCA) analysis between Indonesia and Japan, for
example,[83]applying Revealed Comparative Advantage (RCA) to evaluate the
competitiveness of Indonesian coffee exports to the United States and Japan. Besides
that,[84]examine the competitiveness of Indonesian coal exports to several countries, including
Japan. Besides that,[85]investigated the performance of Indonesian frozen shrimp exports to
Japan using the Revealed Comparative Advantage (RCA) method to assess competitiveness.

5 Conclusions

Revealed Comparative Advantage (RCA) analysis between Indonesia and China and
Indonesia and Japan shows interesting dynamics. The Revealed Comparative Advantage (RCA)
value for Indonesia and China during the period 2018 to 2022 continues to fluctuate, however,
the value remains above 1, indicating that Indonesia still maintains a comparative advantage in
this subsector. A decrease in the value of Revealed Comparative Advantage (RCA) can be an
indication that further attention is needed to understand the factors that influence
competitiveness and develop appropriate strategies to maintain or improve Indonesia's position
in the international market. In this way, Indonesia can continue to take advantage of its
comparative advantages and strengthen its position in the manufacturing of crafts and design
goods sector. Some limitations in this research are that it only covers the period from 2018 to
2022, which may not reflect long-term trends in the comparative advantage of the manufacturing
of crafts and design goods sector. The Revealed Comparative Advantage (RCA) value is
influenced by various external factors such as global economic fluctuations, changes in
international trade policies, and fluctuating market conditions. This research does not
completely isolate or control the influence of these external factors, so the interpretation of the
results may not be completely accurate in reflecting real domestic conditions. This analysis
focuses on the comparison between Indonesia-China and Indonesia-Japan in the manufacturing
of crafts and design goods subsector. Further research involving more countries can provide a
more complete picture. The methodology used to calculate Revealed Comparative Advantage
(RCA) values has inherent limitations, including the assumption that comparative advantage is
based solely on relative production efficiency. Other aspects such as innovation, distribution
networks, and diplomatic relations also play an important role in determining international
competitiveness but are not covered in this Revealed Comparative Advantage (RCA) analysis.
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