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Abstract 
This paper explored the knowledge dynamics of cultural industries in Yogyakarta 
Region. The aims of this paper are to explain how local knowledge is circulated and 
how new elements are added, as well as to find out how different kinds of knowledge are 
anchored. This thesis contributes to fill the gap of the lack of research conducted to 
explain knowledge dynamics in the context of Indonesian cultural industries. Cultural 
industries have been increasingly considered important towards economic development, 
whereas territorial knowledge dynamics (TKD) is considered as an update of the 
traditional territorial innovation models (TIM). The empirical part of this paper 
contains data collected from interviews with the representatives of sixteen firms, five 
government institutions, three local trade associations, one local youth organisation and 
one non-governmental organisation. The finding reveals that direct observation, face-to-
face contact, and local buzz are important towards the circulation of local knowledge 
within the clusters. Different kinds of innovations were also found, involving multi-
dimensional aspects at micro-levels. In a few cases, innovation was influenced by the 
presence of global pipelines. Knowledge anchoring happened in a complex process and 
involved a number of actors in multiple locations and scales. This thesis argues that 
policy makers should increasingly incorporate the concept of territorial knowledge 
dynamics (TKD) in the development of Indonesian cultural industries. 
 
 
Keywords: territorial knowledge dynamics, innovation, knowledge anchoring, local 
buzz, global pipelines, cultural industries, innovation, Indonesia. 
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1. Introduction 

The purpose of this introductory chapter is to present the rationales for this thesis, 
followed by the formulation of research questions, the scope of study and the disposition 
of the subsequent chapters. It is pointed out that the cultural industries in the form of 
small and medium enterprises (SMEs) have an important positioning in the Indonesian 
economic constellation. However, a persistent issue has emerged in the development of 
this sector, which is the capability to innovate and increase absorptive capacity. The 
concept of Territorial Knowledge Dynamics (TKD) is thus proposed to give insights 
into this issue, particularly to understand the circulation of local knowledge, the 
utilisation of external knowledge and the ways knowledge are being anchored. 

1.1. Background 
The notion of cultural industries1 has been circulating for decades among policy makers. 
It has been increasingly considered important in urban and regional policy agendas as a 
source of economic development (Power & Scott, 2004, pp. 8-10). The term of ‘cultural 
industries’ explains “activities which deal primarily in symbolic goods—goods whose 
primary economic value derived from their cultural value” (O’Connor, 2000). As stated 
by Power and Scott (2004, p. 10), even though the utilisation of cultural industries in 
local economic development has mainly occurred in the high-income countries, this 
‘new economy’ has also been captured by policymakers in low and middle-income 
countries, particularly by making use of the potentials held by traditional industries and 
cultures. Likewise, Hesmondhalgh (2008, p. 560) notes that the usage of the terms 
‘cultural industries’ and ‘creative industries’ in multi-level policies has been proliferated 
worldwide since the 2000s.  

Indonesia, which is categorised as a lower-middle-income economy (World Bank, 
2013), has begun to reinforce the ‘new economy’ through the issuance of the Long 
Term Development Plan of Creative Economy 2009-2025 (Ministry of Tourism and 
Creative Economy, 2012). In most countries, cultural industries are predominantly 
made up of small or medium sized enterprises (SMEs) (Power & Scott, 2004; Throsby, 
2010). Similarly, cultural industries in Indonesia are mostly in the form of SMEs, which 
have been thrived over generations and are entrenched to their sociocultural context. In 
Indonesia, SMEs are significant contributors to the economic development 
(International Labour Organization, 2014), and performs considerably better during 

                                                
 
1 The term of ‘cultural industries’ is frequently interchangeable with another similar term, so-
called ‘creative industries’. Hesmondhalgh (2008, p. 552) argues that both terms have stemmed 
“from quite different theoretical lineages and policy contexts”. Furthermore, O’Connor (2004b) 
reminds that how the terms are used depends on the local context and different policy agendas. 
The term of ‘creative industries’ or ‘creative economy’ seemed more common in Indonesia since 
the government adopted them as official terms in many policy documents. Nevertheless, I prefer 
to use the term of ‘cultural industries’ because in my opinion, the term of ‘cultural industries’ is 
more suitable to describe the context of this paper. Firstly, the content of the industries being 
studied in this paper is predominantly traditional crafts, and secondly, the regional policy 
agenda of the case study areas strongly emphasize the preservation and development of 
traditional and cultural heritage.  
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financial crisis compared to larger firms because their lesser dependency to formal 
markets (Berry, Rodriguez, & Sandee, 2001). To this end, SMEs are symbols of 
economic resilience for Indonesian people. Despite the antiquity and traditional nature 
of the cultural industries, innovation is still important part in order to ensure their 
competitiveness. As Sandee and Rietveld (2001) implies, the innovation adoption is 
crucial in Indonesian cultural industries, “which allows enterprises to make better 
products that can be sold to higher income market segments” (p. 151). Accordingly, the 
inter-linkage between innovation and cultural industries and innovation should be 
considered for further study 

A few studies have been undertaken to analyse territorial innovation and the 
development of traditional industries clusters2 in Indonesia (Ismalina, 2011; Nugroho, 
2014; Sandee & Rietveld, 2001). Using the case study of roof tile industry in Central 
Java, Sandee and Rietveld (2001) postulates that inter-firm linkages play crucial role 
when it comes to the process of innovation adoption. In addition, other research was 
conducted to explore the socioeconomic structures and the role of local actors in 
affecting the establishment and cluster development of leather, silver craft and pottery 
industries in Yogyakarta (Ismalina, 2011). She claims that new product development in 
her case study is strongly influenced by interpersonal trust among social actors 
(Ismalina, 2011, pp. 119-121). Furthermore, another study investigates the role of local 
institutions in the development of batik industry cluster in Rembang and Surakarta 
(Nugroho, 2014). His work concludes that innovation processes occur without the 
intervention of government agencies and local cluster organisations (Nugroho, 2014, 
viii). In addition, the last two aforementioned studies reveal that local actors have more 
dominance roles in the development of clusters, instead of regional development 
agencies (Ismalina, 2011; Nugroho, 2014). It is worth noting that all of those aforesaid 
studies mainly pay attention to the socio-institutional perspectives and internal 
dynamics—some keywords which characterise the Territorial Innovation Models 
(TIM)3 (James, 2012; Moulaert & Sekia, 2003).   

Nonetheless, the recent debates in regional development show that cognitive 
perspectives have become increasingly prominent in today’s globalizing economies 
(Lagendijk, 2006). Indeed, a number of literatures in cultural industry policy emphasises 
the idea of ‘creative field’ or ‘creative milieu’ as a key ingredient in local economic 
development (Landry, 2008; Allen J. Scott, 2001). In this case, cultural industries are 
associated with creativity, tacit knowledge and non-transferrable skills. In other words, 
the most successful creative industries are those that possess pertinent factors. Although 
it may be true, O’Connor (2004a) argues, it is increasingly evident that the thriving 
clusters are those which can combine external and endogenous knowledge, tacit and 
codified skills, as well as having connections to global networks. By the same token, with 
the reference to socio-economic changes within society, as well as the increase in the 
mobility of knowledge, capitals, individuals, and information, the recent theory of 
Territorial Knowledge Dynamics (TKD) suggests regional policymakers to move 
                                                
 
2 Porter (2000) defined a cluster as “a geographically proximate group of interconnected 
companies and associated institutions in a particular field, linked by commonalities and 
complementarities”. 
3  TIM is defined as “a generic name for models of regional innovation in which local 
institutional dynamics play a significant role” (Moulaert & Sekia, 2003). 
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beyond the TIM paradigm (Crevoisier & Jeannerat, 2009). In order to ensure regional 
innovativeness and growth, the interplay between local and exogenous knowledge is 
needed. Grillitsch and Trippl (2013) state that the ways of knowledge are being 
combined can take different sources and patterns, such as buzz and pipelines (Bathelt, 
Malmberg, & Maskell, 2004). Furthermore, TKD acknowledges the importance of 
‘knowledge anchoring’, which is the interaction between external knowledge and 
existing knowledge so that the initial localised knowledge evolves (Propris & Crevoisier, 
2011). The current challenges facing today’s regions are how “to build local capacities 
to access and mobilise external knowledge” (Propris & Crevoisier, 2011, p. 175).  

The TIM literature has stressed the importance of region as the generator of 
knowledge and innovation. In addition, it has put more weight on the study regarding 
analytical and synthetic knowledge such as biotechnology and ICT sectors. In contrast, 
the TKD does not make any assumption about the type and spatial scales in which 
knowledge is being sourced and used (James, 2012, p. 1813). Despite the development of 
the concept that has been mainly derived from European context, I believe that its sort 
of flexibility makes the TKD concept is relevant to be applied to any sectors and 
regions, including developing countries like Indonesia, and cultural industries such as 
traditional crafts.  

Considering the aforementioned background of the emerging interest on the 
development of cultural industries in Indonesia and the theories on the TKD, hence, 
this thesis seeks to fill the gap left by recent available literature by shedding light on the 
ways the TKD approach are to be adopted and supported for the development of 
cultural industries in a lower-middle income country located outside the European 
context like Indonesia. In order to yield more comprehensive understanding of the 
questioned subjects, two traditional crafts industries clusters in Yogyakarta region are 
selected as case studies. The first is silver craft industries cluster in Kotagede, and the 
second is the pottery industries cluster in Kasongan. The rationales of the case study 
selection are threefold; firstly, the issuance of the Act of the Specialty of Yogyakarta 
Region 13/2012 (2012) indicates the urgency in fostering the development of cultural 
industries in the region. Furthermore, the law is specified into a regional regulation 
issued by the Governor of Yogyakarta Region that encourages academia to conduct 
scientific research related to any cultural aspects (e.g. knowledge, arts, traditions) of the 
region (Yogyakarta Special Region, 2013). Secondly, the Yogyakarta Province is a 
prominent Indonesian region renowned for its cultural heritage, in which the traditional 
crafts sector is one of its main sources of economy (Yogyakarta Special Region, 2009). 
Finally, silver craft and pottery are core craft industries in Yogyakarta Region (Bantul 
Regency, 2010; Yogyakarta Municipality, 2007). Based on all of those significances, 
therefore, the selection of cultural industries in Yogyakarta Province to become case 
studies thus becomes relevant. 

1.2. Research aim and research questions 
The overarching aim of this thesis is to explain the TKD of cultural industries in 
Yogyakarta region. Based on the research aim, this thesis tries to address the following 
research questions: 

1) How is local knowledge circulated within the cluster and how are new elements added? 
2) How are different types of knowledge anchored in the cluster? 
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The first question attempts to explain the circulation processes of ‘traditional’ or ‘old’ 
knowledge embedded locally within the cluster. Furthermore, the processes by which 
‘new’ knowledge comes from external sources are explained. The second question seeks 
to understand the interactions between the cluster and the mobile knowledge coming 
from external sources. Moreover, it explains the processes on how external knowledge is 
being used, diffused within the cluster, or combined with local knowledge.4 Additionally, 
the role of regional policies to support these processes is also investigated.  

The results of this research has significant academic and societal relevance. In the 
academic aspect, the thesis contributes to the growing studies about innovation, 
especially on the recent debates of the TKD. In regards to the TKD, it is a relatively 
new conception in the economic geography and regional policy sphere that explains the 
importance of extra-regional relations and intra-regional recirculation of knowledge. To 
the author’s knowledge of the available literature during this thesis writing process, no 
such study has been conducted to explain TKD in the context of Indonesian (cultural) 
industries. Moreover, this thesis adds to regional planning studies by explaining the ways 
planners and policymakers supporting the TKD approach in regional policies for 
promoting the development and innovation process of cultural industries. Finally, for 
the society, this paper is dedicated towards providing insights and recommendation to 
planners and policymakers in Yogyakarta Region of what rooms are left for 
improvement in fostering the development of cultural industries in the region, 
particularly in Kotagede silver crafts cluster and Kasongan pottery cluster. 

1.3. Scope 
This thesis is written within the course of Master’s Thesis in Urban and Regional 
Planning at Stockholm University equivalents to 30 ECTS. The geographical scope of 
this study is limited to the Kasongan pottery cluster and Kotagede silver craft cluster in 
the Yogyakarta Special Region, Java Island, Republic of Indonesia. In terms of the time 
scope, the findings in this thesis are based on interviews and documents collected during 
the fieldwork that is undertaken from 28 October to 29 November 2014. 

1.4. Structure of Thesis 
This thesis consists of seven chapters. After this introductory chapter, chapter 2 provides 
the literature background on Indonesian clusters, followed by theoretical reviews about 
the TKD, innovation, buzz, pipelines and knowledge anchoring. In chapter 3, research 
methods are presented by explaining the case study methodology used for this thesis. 
This chapter also discusses the data collection method that is used to gather empirical 
material, and ethical considerations during the study. Next, chapter 4 presents a brief 
overview of Yogyakarta region, the silver craft industry in Kotagede and the pottery 
industry in Kasongan. In chapter 5 the empirical findings from the fieldwork are 
presented, followed by discussion and analysis in chapter 6. Finally, chapter 7 provides 
concluding remarks, policy implications, limitation of the research, and suggestions for 
further research. 

                                                
 
4 In this research, local knowledge can be perceived as knowledge that is generated, maintained 
and developed by people locally. Perhaps, it has been circulated in the area in an extended 
period of time. While new knowledge is knowledge that brings either radical or incremental 
change to a local context. 
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2. Literature Review 

This chapter provides a theoretical framework to explain the territorial knowledge 
dynamics in cultural industries clusters. First of all, with reference to previous studies on 
similar cultural industries clusters, the theoretical framework is put into context by 
highlighting some important factors in the development, learning, and innovation 
process of cultural industries. Next, the concept of territorial knowledge dynamics are 
provided followed by theories regarding local buzz, global pipelines, knowledge 
anchoring and innovation. Finally, the conceptual framework of this thesis is then 
presented. 

2.1. Development, learning and innovation processes in Indonesian 
cultural industries clusters 

The industrial district theory becomes a common departure point of various studies on 
cultural or craft-based industries clusters (Cinti, 2008; Simmie, 2005). This concept is 
characterised by the presence of a group of small firms concentrated in specialised 
industries, which has local networked forms of production (Simmie, 2005). The cultural 
industries clusters that become the case study of this research are categorised as dynamic 
clusters (Ismalina, 2011; Supratikno, 2004). Previous studies indicate that a varying 
degree of internal and external relations within the clusters has influenced the learning 
and innovation process.  

2.1.1. Clusters development in Indonesia 
According to Schmitz (1995), clusters in developing countries are common and can be 
found in different sectors. However, their growth experiences and their structures 
diverse. Cultural industries are widespread in Indonesia, most of them are in the form of 
SMEs. Statistics Indonesia (Statistics Indonesia 2014, p. 287) categorised such firms 
based on their number of employees: large industry (>100 employees), medium scale 
industry (20-99 employees), small scale industry (5-19 employess), and micro industry (1-
4 employees). The clusters are grown organically as an agglomeration of traditional 
economic activities that prevail over generations. Nevertheless, the performance of 
clusters in Indonesia is unequal and uneven. Whilst few are internationally competitive, 
many are still in the incipient level of development that hardly expand further (Perry, 
2005; Weijland, 1999). The latter kind of clusters simply occurs because of the 
transaction costs advantages. For example, clustering is reinforced by the availability of 
abundant resources in a location. Additionally, clustering can also occur because of the 
benefits gained from the buyers’ side, in which the transaction cost will be reduced if 
they purchase a bulk of products at one place only. (Sandee & Rietveld, 2001).  

To distinguish industrial clusters based on their development level, Sandee and ter 
Wengel (2002 as cited in Tambunan, 2005) make a classification of Indonesian clusters 
into four different types (Appendix A). The least advanced one is the cluster that falls 
within the category of artisanal type. Indonesian clusters are predominantly of artisanal 
types which depend on local demands and local resources. According to Perry and 
Tambunan (Perry & Tambunan, 2009), artisanal clusters account for 90 per cent of all 
clusters in Indonesia, for instance bamboo weaving and palm sugar industries. The 
second type is the active cluster. The features of artisanal clusters are retained in active 



 10 

clusters, yet some extents of technological enhancement and improved skills are present. 
An example of active clusters is roof tile manufactures in Central Java. This is then 
followed by dynamic clusters type. Kasongan silver craft industries and Kotagede 
pottery industries that are used as case study in this thesis, fall into this category 
(Ismalina, 2011, p. 111; Supratikno, 2004, p. 125). According to Ismalina (2011, p. 111), 
some of the factors to determine Kotagede and Kasongan as dynamic clusters include 
labour division, kinds of inter-firm relationships, and market penetration. Firstly, the 
dynamic character in Kasongan and Kotagede cluster is indicated by the availability of 
various types of firms in terms of their size, consisting of micro enterprises, small 
enterprises, medium enterprises and large enterprises. Secondly, the firms exhibit high 
inter-firm cooperation such as sharing equipment and establishing a subcontracting 
system. Nevertheless, some larger firms with stronger resources show the tendency to 
influence and ‘control’ the cluster disproportionately. In terms of market penetration, 
both clusters have actively sold the products to international levels. Finally, the last type 
is the advanced cluster or modern cluster of which their development are still few in 
Indonesia (Supratikno, 2004). Clusters that are included in this type are clove cigarettes 
cluster in Kudus and tea-processing cluster in Slawi.  

2.1.2. The role of internal and external relations in the learning and innovation processes of Indonesian 
cultural industries clusters 

The internal relations formed by socioeconomic structures and local actors have 
significant impacts towards the dynamic processes in Indonesian clusters (Ismalina, 
2011, p. 175). Whilst socioeconomic structures influence the performance of each firm 
in the clusters, local actors exhibit crucial role in stimulating the learning process and 
coordinating collective actions. Nugroho (2014, p. 164) argues that ‘community-based 
organisations’ are more suitable for promoting the development of cultural industries 
clusters than government agencies, particularly to address problems within the 
socioeconomic structures. Ismalina (2011) state that in Kotagede silver craft cluster and 
Kasongan pottery cluster, local trade associations are important to facilitate collective 
learning processes.  By the same token, Tomlinson and Jackson (2011) indicate that the 
‘district-based institutions’ play a vital role in the innovation process, particularly in 
providing consultancy and technical assistance, promoting collaborative ties among 
firms, gathering up innovative ideas, and managing external fund for research and 
development. However, the over-embededdness in one community can hamper the 
establishment of external relations which can make the cluster prone to be trapped in a 
‘lock-in’ situation. 

Nevertheless, even though traditional clusters in Indonesia used to emerge 
naturally, the role of external relations has been pronounced in the early development of 
Kotagede silver craft cluster and Kasongan pottery cluster. In Kasongan pottery cluster, 
government’s role was important in the beginning of the clustering process in the 1950s, 
by conducting training on design for the pottery crafts industry which stimulated local 
craftspersons5 to improve their product development (Gustami, Wardani, & Setiawan, 
2014). Gustami, Wardani and Setiawan (2014) note that in the 1980s, the Kasongan 
                                                
 
5  Some studies have shown that women are actively involved in producing potteries in 
Kasongan (Gustami, Wardani, & Setiawan, 2014; Karmilah, Nuryanti, Nindyo, & Bakti, 2014) 
and silver crafts in Kotagede (Dwiyanto & Yuwono, 1999). Therefore, in this paper, the gender-
neutral term of ‘craftsperson’ is preferred to call someone who produces crafts.  
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pottery cluster was still underdeveloped, but the relentless efforts of external experts and 
specialists from universities and the government had helped the pottery products of 
Kasongan to start penetrating the international market in the 1990s. External relations 
with consumers are believed to be one of the determining factors in the shifting process 
of cultural industries in Kotagede from the artisanal cluster to the dynamic one. Kal 
(2005) notes that in 1930s silver crafts from Kotagede were exported abroad for the first 
time, mainly through the network of Dutch consumers residing in Yogyakarta 
Furthermore, the establishment of public training institutions at that time which had 
taught local craftspersons about new design and marketing knowledge had made new 
silver craft companies flourish. However, Ismalina (2011) shows that external relations 
have not been established equally in each firm in Kotagede and Kasongan. Instead, 
‘inward-looking behaviour’ such as free rider prevails both in Kotagede and Kasongan, 
which discourage firms to establish connection with external environments. This 
suggests that external knowledge dynamics may be important for the development of the 
clusters. In order to be able to examine it further, therefore, some discussions on the 
concept of knowledge dynamics and the processes of knowledge circulation will be 
carried out in the following sections.  

2.2. Territorial Knowledge Dynamics 
To date, the available literatures on cultural industries clusters in Indonesia are mainly 
drawn over the lens of Territorial Innovation Models (TIM). TIM is “generic name for 
models of regional innovation in which local institutional dynamics play a significant 
role”, including innovative milieu, industrial district, regional innovation systems, new 
industrial spaces, local production systems and learning regions (Moulaert & Sekia, 
2003). Despite the diverse traditions among the models, they have a common 
perspective in understanding the economic competitiveness, which is linking together 
individuals, firms and institutions in a regionalised economic system (James, 2012).  

Territorial knowledge dynamics (TKD) is a term coined by Crevoisier and 
Jeannerat (2009) as a concept that attempts to bring the TIM paradigm up to date, in 
response to the profound changes in social, economic, and cultural aspects of today’s 
society. The concept is drawn on a EU funded project, which aimed to understand the 
dynamics of economic knowledge (Olsen, 2012, p. 1788). The TKD approach is 
suitable to be applied to all kinds of sectors and regions, as it does not indicate special 
kind of knowledge to be accessed and used (James, 2012, p. 1815). Therefore, although 
the concept has been thus far developed and explored mainly on European context the 
flexibility of the TKD approach may make it applicable to be used on non-European 
context and even lower-middle-income countries such as the Indonesian context and 
non-technological intensive sectors, such as traditional craft sector. 

The rationales behind the conception of the TKD are threefold (Crevoisier & 
Jeannerat, pp. 1229-1230; see also James, 2012; Olsen, 2012). Firstly, Crevoisier and 
Jeannerat (2009) argue that a shift is taking place on a theoretical level, in which “socio-
cultural dynamics and the economy of services” has been increasingly incorporated into 
the concept of innovation. Firstly, this can be witnessed by the rise of cultural industries, 
integration of cultural and aesthetic aspects within products, and the experience 
economy. In the experience economy, customers are engaged to participate and to 
connect with the events or performances (Pine & Gilmore, 1999). Moreover, the 
interdependencies between production and consumption are complex, in which 
‘functional’ tradeable goods are moving towards products that are more tertiary. 
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Secondly, the recent advancement of technology, such as information technology, has 
been inseparable from a large number of activities. It has created highly flexible 
knowledge to be easily adapted in many sectors. Finally, the increasing mobility of 
goods, services, capitals, and individuals has made geographical proximity become more 
relative. Furthermore, the tremendous flow of information and knowledge has opened 
up great possibilities for innovation and competition (Crevoisier & Jeannerat, 2009). To 
this end, Crevoisier and Jeannerat (2009) propose a renewed territorial innovation 
paradigm by broadening “the traditional assertion of links between innovation and 
proximity” (Olsen, 2012). Some important approaches used in the TKD are relational 
approach and circulatory approach, which are described in the sections to follow. 

2.2.1. Relational approach 
Crevoisier and Jeannerat (2009) used a relational approach to underpin the TKD 
concept. They argue that the difference between multi-functional learning that requires 
physical proximity and mono-functional learning that can take place throughout a 
distance has become more relative (Crevoisier & Jeannerat, 2009, p. 1230). Relational 
approach has a number of key advantages (Bathelt & Glückler, 2011), one of which is its 
suitability to understand knowledge-based economy, particularly in terms of local-global 
connection, knowledge sharing, and the shape of knowledge flows.  

In the TKD concept, relational approach is conceived to counterbalance TIM’s 
overemphasis on local relationships (see Lagendijk, 2006). TIM literatures consider 
firms to be highly dependent of regional support and unable to innovate and compete in 
the global economy without the region (Lorentzen, 2008, p. 51). For instance, Regional 
Innovation System as one prominent model of TIMs, is mainly concentrated on the 
interactions between ‘production structure’ (e.g. firms showing clustering tendency) and 
‘supportive infrastructure’ (e.g. universities, R&D institutions) within regional 
administrative governance (Cooke, Uranga, & Etxebarria, 1998). Notably, the TKD 
supports the establishment of extra-regional relationships and linkages (James, 2012; 
Olsen, 2012), but Crevoisier and Jeannerat (2009) also remind not to disregard the 
significance of local proximity. Since knowledge has become extremely mobile and 
combinatorial, current challenges are no longer on how to generate and use local 
knowledge, but rather the capacity to combine and use multi-location and multi-scalar 
knowledge (Crevoisier and Jeannerat, 2009). In other words, the knowledge from local 
space can be ‘inserted’ in multi-location that forming either medium or long distance 
network and having its own spatial scale.  

The TKD sees knowledge as a collective process and a “shared activity within 
territorial economy” (Crevoisier & Jeannerat, 2009). The combination of knowledge can 
be described on the degree of tacitness and the contextual dimension, as a mix of 
syntethic (engineering/experimental), analytical (scientific/theoretical) or symbolic 
knowledge (artistic/creative), or known as SAS taxonomy (see Asheim, Coenen, & 
Vang, 2007; Manniche, 2012; Martin & Moodysson, 2011). Also, according to its 
trajectories, the combination of knowledge can form either cumulative or combinatorial 
knowledge dynamics (see Strambach & Klement, 2012). Cumulative knowledge 
dynamics means that the generation of new knowledge is derived from the existing 
knowledge base and the cognitive proximity. On the other hand, combinatorial 
knowledge dynamics are formed “by the unification of originally separated knowledge 
bases located in distinct institutional environment” (Strambach & Klement, 2012).  
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2.2.2. Circulatory approach 
Another approach that Crevoisier and Jeannerat (2009) use is the circulation of 
knowledge. The possibilities to learn and innovate through the combination of 
knowledge and external sources are ubiquitous. Hence, they propose, rather than 
accumulating knowledge along a path-dependent trajectory, the central question is on 
how to combine it with new knowledge. Departing from this query, the pertinence of 
mobility and anchoring is thus emphasised. Bathelt and Glücker (2011, p. 69) note,  

“New knowledge does not simply appear out of nowhere. It has a history in the 
sense that it is based on existing knowledge, and created through a process 
whereby different kinds of knowledge are integrated, transformed, and 
reinterpreted in meaningful ways.”   
As with Helmstaedter’s conceptualisation of mobile knowledge (2006, as cited in 

Crevoisier & Jeannerat, 2009, p. 1235), it can be understood that “knowledge becomes 
mobile when it departs from its original context and moves on to become integrated 
within another one”. The TKD acknowledges local knowledge as knowledge that is 
generated from local context. Bathelt et al. (2004) have developed the concept of buzz 
and pipelines, that intends to approach “local capacity for mobilisation” (Crevoisier & 
Jeannerat, 2009, p. 1235) (see section 2.3 for more explanation of buzz and pipelines). 
Crevoisier and Jeannerat (2009) consider that the tradition of industrial districts that 
emphasise the local capacity to mobilise and utilise local resources to generate 
innovation remains central in the TKD. Moreover, despite the possibilities for 
developing learning and innovation processes at a distance, they do not omit the fact 
that there are certain milieus in which developments take place.  

Alternatively, the TKD seeks to understand different forms that make innovation 
processes possible to take on (Crevoisier & Jeannerat, 2009, p. 1229). Crevoisier and 
Jeannerat (2009) further postulate that the local capacity to interact with mobile 
knowledge in a rich manner is a decisive matter. This condition underpins the concept 
of anchoring, that is defined as the way in which local environment “interacts or does 
not interact” with the mobile knowledge (Crevoisier & Jeannerat, 2009, p. 1236) (see 
section 2.4 for further explanation on knowledge anchoring).   
 

2.3. Buzz and pipelines 
Cultural industries are associated with creativity, tacit knowledge, and non-transferrable 
skills, in which the idea of ‘creative field’ or ‘creative milieu’ is underpinned (Landry, 
2008; A. J. Scott, 1999) as a key factor towards generating innovation and stimulating 
local economic development. Nevertheless, there are growing discussions on the 
importance of combining both local and non-local knowledge, as well as tacit and 
codified knowledge (Bathelt et al., 2004; Philip Cooke, 2007; O’Connor, 2004a; Storper 
& Venables, 2004; Wolfe & Gertler, 2004). When local embedded knowledge is 
combined with other knowledge from external sources, new value can thus be created. 
One of the key concepts which can be used to understand the process of combining 
knowledge from different sources is the ‘buzz and pipelines’ (Grillitsch & Trippl, 2013, 
p. 2307). According to Lagendijk (2006), the buzz and pipelines concept has given more 
highlights to underpin the conceptualisation of ‘industrial districts’—a concept that is 
according to Crevoisier and Jeannerat (2009, p. 1229), not counterproductive with the 
essence of TKD. The notion of buzz and pipelines is conceived by Bathelt et al. (2004) 
to examine “the conditions under which both tacit and codified knowledge can be 
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exchanged locally and globally” (p. 31). Bathelt and Glückler (2011, p. 131) suggest that 
the growth of clusters depends on systematic linkages constituting buzz (internal 
networks) and pipelines (external knowledge and market connections). The conception is 
developed based on relational approach that emphasises the local and non-local 
dynamics of knowledge circulation.  

2.3.1. Buzz 
Buzz is a fuzzy terminology which is hard to define (Asheim, Coenen, & Vang, 2007, p. 
658; James, Guile, & Unwin, 2013, p. 254). Bathelt et al., (2004) suggest that 

buzz refers to the information and communication ecology created by face-to-face 
contacts, co-presence and co-location of people and firms within the same industry 
and place or region. […] Actors continuously contributing to and benefiting from 
the diffusion of information, gossip and news by just ‘being there’ (p. 38).  

The key features of buzz are its ability to make spontaneous learning possible, and its 
dependency on regular face-to-face interactions within social and professional networks 
(James et al., 2013, p. 255). According to Asheim et al. (2007, p. 667), buzz and face-to-
face should not be interchangeable. Buzz is informal and the exchange of group-based 
information, whilst face-to-face is more formal and the transmission of complex tacit 
knowledge.  

Clusters provide opportunities for the transmission of sticky, non-articulated, tacit 
forms of knowledge between firms located within it that is not available to firms located 
elsewhere (Bathelt et al., 2004). Indeed, clusters are important for the creation of local 
buzz. The establishment of local buzz does not need investment, rather the importance 
and quality of a cluster’s buzz is related to a number of features (Bathelt, 2007). First, 
the co-presence of many specialized firms and regular face-to-face contact between 
specialists from these firms generate a specific milieu for the exchange of experiences, 
new information and knowledge within the cluster. Second, the agents in the cluster 
share similar technical traditions which have developed over time and that are based on 
similar day-to-day routines and problem-solving activities. Third, the diversity of the 
relationships and contacts within a cluster stimulates a tight network of information 
flows, common problem solutions and the development of trust. Lastly, firms learn how 
to interpret local buzz and make good use of it through the shared history of 
relationships.  

Bathelt et al. (2004) indicate that local buzz is easily generated and diffused within 
a cluster that constitutes ‘community of practice’. Community of practice is defined as 
“a group of people bound together by their interest in a common working practice” 
(Duguid, 2008). Furthermore, based on various knowledge dynamics, Amin and 
Roberts (2008) develop the typology of community of practice. They argue that in craft 
knowledge, learning processes within a community of practice involve kinaesthetic and 
aesthetic dimensions that require close proximity, face-to-face or localise interactions. 
They mention three characteristics of craft-based communities; firstly, most knowledge 
is embedded within individuals and the sociocultural context, even though elements of 
knowledge may be codified. Secondly, the work colleagues have a collective shared tacit 
understanding, built on mutual trust and strong ties of reciprocity. Thirdly, their 
activities are primarily focused on replicating and preserving existing knowledge rather 
than engaging radical innovation.   

Correspondingly, Asheim et al. (2007, p. 665) state that for cultural industries 
which are predominanted by symbolic knowledge, buzz and face-to-face interactions are 
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considered crucial because of the heavy reliance on tacit knowledge and learning-by-
doing. This is particularly evident in the context of Indonesian cultural industries, in 
which the role of local actors are prominent towards the development of clusters 
(Ismalina, 2011; Nugroho, 2014; Sandee & Rietveld, 2001), buzz approach is thus 
relevant for identifying the ways of knowledge is being circulated. The importance of 
buzz for symbolic knowledge is not only for acquiring ‘know-how’ knowledge, but also 
‘know-who’ knowledge, such as finding the right partners that are possible for 
knowledge exchange and doing particular projects (Asheim et al., 2007; Martin & 
Moodysson, 2013). Another knowledge base that relies on face-to-face communications 
is synthetic knowledge. Synthetic knowledge is a knowledge base that shows the 
“dominance of tacit knowledge due to more concrete know-how, craft and practical 
skill” (Asheim & Coenen, 2005). This kind of knowledge is gained from experiences, 
learning by doing, using and interacting.  

2.3.2. Pipelines 
It has been argued that a cluster overwhelmed with proximity and embeddedness has a 
greater risk of lock-in, in which firms within clusters are getting stuck in seemingly 
successful routines, without recognising the opportunities from new markets and 
technology (Morrison, Rabellotti, & Zirulia, 2013, p. 80). Therefore, it is important to 
establish channels that allow the flows of knowledge from globally connected actors, 
known as ‘global pipelines’. The term ‘pipelines’ is used by Owen-Smith and Powell 
(2004, p. 6) to name “close conduits […] that only the specific parties to a given 
connection benefit from the information that is exchanged”. Pipelines increase the 
variety of locally available knowledge by linking firms with external knowledge sources 
(Gertler, 2008). According to Martin and Moodysson (2011), however, in the cultural 
industries the relation with local/regional knowledge sources is more pronounced than 
the global context. This is because trust, mutual understanding, and shared socio-
cultural background are more likely to occur through frequent face-to-face contacts. 

Bathelt et al. (2004) highlight the significant role of ‘gatekeepers’ for translating 
externally produced knowledge so that firms inside the cluster can understand it. 
Knowledge gatekeepers are actors “who have strong knowledge bases and maintain 
tight external links and are willing to diffuse their knowledge within the cluster” 
(Morrison et al., 2013). Morrison et al., (2013, p. 81) list the preconditions in which 
gatekeepers can function effectively. Firstly, the good-quality buzz should be present to 
ensure that externally acquired knowledge can be circulated. Secondly, the firms that 
have established connections with external partners are intentionally willing to share 
their knowledge if other firms in the cluster can exchange their knowledge in return. 
Nonetheless, it is not uncommon that firms with strong connections to external networks 
become unwilling to share their knowledge, and would rather become ‘external stars’ 
than gatekeepers (Giuliani & Bell, 2005).  

2.4. Knowledge anchoring  
Anchoring is a useful concept for understanding the processes by which external 
knowledge can be integrated and tied to the regional economy (Dahlström & James, 
2012). Whilst mobility is understood as “physical movement across space”, anchoring is 
conceived as  “other inseparable face of mobility” forming “the articulation modalities 
occurring between a context of knowledge and various elements during immobile 
phase” (Crevoisier and Jeannerat, 2009 p. 1235). Crevoisier and Jeannerat (2009) state 
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that the ‘modalities of anchoring’ indicates the wealth, diversity, intensity, or duration, 
etc. of the relations that take place. Thus, how anchoring is formed depends on the 
modalities between knowledge dynamics and their context (political, institutional, 
economic, etc).  

In order to understand anchoring, there are three facets which should be taken 
into account. First, the context in which knowledge is initially generated; second, the 
context of where it is transferred to; and lastly, the way this knowledge evolves when it 
interacts with new context. Concept of anchoring is quite abstract and it must be 
explained in relation to specific processes in specific places. Dahlström & James (2012) 
highlight four main types of interactions that sustain the inflow and/or the recirculation 
of external knowledge. Firstly, labour market mobility. This interaction refers to ways in 
which firms and other organizations access knowledge embodied in individual workers. 
Second, events and professional networks. This refers to participation in formally organized, 
temporary events of different kinds (a fair, conference, seminar or study tour) in which 
people meet physically and interact, as well as more long-term informal work-related 
socializing. Thirdly, licensing and trade in intermediate goods. This refers to the acquisition of 
knowledge in codified or physical form, which are an important means of accessing 
extra-regional knowledge; or the creation of gatekeepers. Lastly, firm-level networks. This 
refers to knowledge interactions that take place in the context of firm-level relationships, 
such as contract R&D, consulting, supplier–buyer relationships, technology alliances 
and collaborative networks. 

Moreover, Dahlström and James (2012) suggest that knowledge anchoring can be 
used as analytical concept to explore the ability of a region to develop absorptive 
capacity. The notion of absorptive capacity is introduced by Cohen and Levinthal 
(1990) suggesting that prior related knowledge is needed to assimilate and use new 
knowledge. Thus, even though there is greater likelihood that knowledge spillovers may 
occur between actors in a cluster, but it is also important to have “the ability […] to 
recognise the value of new, external information, assimilate it and apply it to 
commercial ends” (Cohen & Levinthal, 1999).  

2.5. Innovation 
Crevoisier and Jeannerat (2009) state that innovation is about constructing a local 
environment that incorporates additional elements to distinguish it from others and to 
bring out its specificity. There is a plethora of types of innovation proposed by different 
researchers (see Rowley, Baregheh, & Sambrook, 2011). The most recent and 
comprehensive one is the ‘innovation-type mapping tool’ suggested by Rowley et al. 
(2011). The mapping tool (Figure 2.1) is based on the categorisation of innovations that 
were proposed by Francis and Bessant (2005) and other previous authors. According to 
Rowley et al. (2011), product innovation is related to the changes in products or services 
(or a hybrid of them). Process innovation means the changes in the ways of which things 
are created and delivered (i.e. technical, production, administrative, organisational 
structure, people, organisational, management, business system). Position innovation 
embraces the changes in which the products/services/hybrid are introduced in 
commercial marketing domain and some extent of business system. Lastly, paradigm 
innovation means “the changes in the underlying mental models which frame what the 
organisation does” (Bessant & Tidd, 2007, p. 13). Although there has been not much 
research focused on this kind of innovation, but paradigm innovation is likely to 
stimulate the product, process and position innovation.  
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This innovation-type mapping tool is argued to be helpful in establishing a 
relation between the knowledge base to the innovation (Rowley et al., 2011). Its 
emphasis on different kinds of knowledge is suitable to be approached with TKD 
concept. Using the TKD approach in understanding innovation and learning process 
can avoid several unfavourable possibilities (Crevoisier & Jeannerat, 2009). Firstly, to 
prevent ‘one-fits-all’ policies that treat all learning processes in an identical way. 
Secondly, the TKD can avoid the pitfalls of an approach that understand innovation 
and the learning process independently of space. Its relations with other actors and 
other places will inspire changes within the cultural industries as well as opening up 
possibilities for constructing the transformation and projecting dynamic developments. 
Previous studies have shown that the case study areas of this research had some degree 
of transformations due to external knowledge dynamics (Gustami et al., 2014; Kal, 
2005). In this regard, it is apparent that the clusters have experienced some changes 
during that developmental process that make them evolved and bore characteristics of 
‘dynamic clusters’ (Ismalina, 2011; Supratikno, 2004). In addition, whatever the changes 
are, either radical or incremental ones, if they bring additional elements that make the 
existing environments distinctive and special, it will fit the definition of innovation in the 
perspective of the TKD. Based on those premises, therefore, hypothetically, the clusters 
should have experienced any of those different types of innovation as suggested by 
Rowley et al. (2011). 

 

 
 

Figure 2.1. Innovation-type mapping tool (Rowley et al., 2011) 
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2.6. Conceptual framework 
From the aforementioned literature background, it can be understood that cultural 
industries clusters being investigated in this thesis fall into the category of dynamic 
clusters. This type entails several characteristics, some of which are the establishment of 
external relationships with networks outside the clusters, and the presence of some 
dominant firms that disproportionately influence the clusters’ development. 
Furthermore, the role of external and internal relations is important towards fostering 
innovation processes. Departing from this context, I would like to further expand the 
understanding of innovation and learning processes in the clusters by using the lens of 
TKD. In regards to the innovation concept, the typology is presented to assess the 
different types of innovation in Kasongan and Kotagede. Two main paradigms 
acknowledged by the TKD concept are also shown, namely the relational perspective 
and circulatory perspective. The relational perspective emphasises the importance of 
combining and using multi-location and multi-scalar knowledge, and the circulatory 
perspective gives an idea on how to mobilise and circulate knowledge. The circulatory 
approach is then specified through two prominent conceptualisations: local buzz/global 
pipelines and knowledge anchoring. 

 
Figure 2.2. Conceptual framework (Author) 
 

Given the conceptual framework (Figure 2.3), I attempt to answer the first 
research question (how is local knowledge circulated and how are new elements added?) by 
assessing the usefulness of the buzz model in explaining the circulation of local 
knowledge among local actors. Furthermore, the addition of new elements is examined 
by explaining the types of innovation which might be found in the clusters, and the role 
of pipeline model in bridging local firms with external actors. In regard to the second 
research question (how are the different types of knowledge anchored in the cluster?), the knowledge 
anchoring concept is adopted by identifying the types of interactions between external 
knowledge, local knowledge, local actors and the external actors. 
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3. Methodology 

In this chapter, the qualitative research strategy and case study design of this research 
are explained. Afterwards, the data collection and analysis method are presented. This 
research uses interviews as main method for collecting data, and qualitative analysis for 
examining the empirical findings. Finally, the last part of this chapter discusses the 
ethical consideration of this research. 

3.1. Qualitative research strategy and case study design 
The research strategy of this thesis is qualitative in nature. The distinctiveness between 
qualitative research and quantitative research can be seen particularly during the data 
collection phase and the analysis stage. Qualitative research emphasizes more on the use 
of language rather than numerical calculation. This research is built upon an intention 
to understand the amplitude of contextual conditions that construct a social 
phenomenon. It is in line with the objective of this research that attempts to explain the 
complex attributes in the innovation and learning process of cultural industries. 
According to Walliman (2006), a research that seeks ‘to explain’ has a purpose to “move 
beyond ‘just gets the facts’” (pp. 38). In the same way, Yin (2011) argues that 
interpretations and concepts are mandatories in qualitative studies. Bryman (2012) 
believes that taking an interpretative stance means conceding multi-level interpretations. 
These are, firstly, interpretation of the social actors, secondly, interpretation of the 
researcher upon other’s interpretation, and lastly, further interpretation of researcher’s 
interpretation that is framed with the theories and concepts (pp. 31).  

Despite the non-existence of a formal typology in qualitative research (Yin, 2011, 
pp. 16), there are a number of variations commonly used in qualitative research, and 
one of them is the case study method. Yin (2014) recommends that, “the more that your 
questions seek to explain present circumstances, the more that case study method will be 
relevant” (pp. 4). In addition, Yin also suggests researchers to ensure the nature of the 
research questions. This is because case study tends to be more suitable for explanatory-
type questions, such as ‘how’ or ‘why’ questions (pp. 10). Since this thesis demands the 
explanation about TKD in Indonesian cultural industries, hence the case study fits well 
to be adopted as a research design. Furthermore, multiple case studies are preferred to a 
single case study, in order to provide a more compelling result. The method used for 
case study selection is the ‘literal replication logic’ as suggested by Yin (2014). It means 
that both cases are assumed to have similar conditions in which the phenomenon of 
TKD is likely to be found. Based on my pre-knowledge, a large number of traditional 
industries exist in Yogyakarta region, some of which are silver craft industries in 
Kotagede and pottery industries in Kasongan. Both industries have been developed for 
decades, and are well-known to produce goods for domestic and international market. 
Considering their dynamic characters, thus I believe both cases serve well to be studied 
in the context of TKD.  

 
3.2. Data collection and analysis method 
Data used in this research was gathered during a fieldwork that was conducted in 
Kotagede and Kasongan, Yogyakarta Special Region, Indonesia. Most of the data was 
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collected using interview method. Nonetheless, collecting and observation methods were 
not excluded in this research.  

3.2.1. Interview method 
Interview is a commonly used method in qualitative research because it allows the 
interviewees to explain further opinions and provides richer and fuller data set (Kitchin 
& Nate, 2013, p. 219). By investigating a number of literatures about knowledge 
dynamics, I found that interview method is widely used to gather empirical data in 
studies of clusters and innovation processes. For example, the qualitative interviews with 
30 watch-making firms in Swiss that was conducted by Crevoisier & Jeannerat (2009) to 
study the TKD in this sector, or the study of Dahlström and James (2012) that 
undertook qualitative interviews with the related actors in the West Midlands game 
sectors and Skåne food industry to find out the knowledge anchoring processes. 
Considering the difficulty to study the learning process and knowledge mobility that are 
intangible in nature, thus interview method is more preferred than any other data 
collection method. It has ability to provide deeper understanding of the flow of 
knowledge in a more convenient and straightforward manner. However, Kitchin and 
Tate (2013) remind that the interview method also has some limitations. Interviews are 
more costly to undertake and analyse because of their time-consuming characteristic. In 
addition, the subjectivity or bias trait of the interviewer is likely to be introduced 
through prompting and questions phrasing. Therefore, the interviewees can predict 
what views the interviewer wants to hear that may interfere with their own opinions. On 
the other hand, interviewees can also give biased answer, as they may be hesitant to 
reveal the whole truth.  

All interviews were conducted via face-to-face meetings, except the interview with 
the British Council Indonesia that was done through e-mail correspondence. The face-
to-face interviews were conducted in informal way, so that they resembled conversation 
sessions rather than intense questioning. The interview guide was composed in a semi-
structured format with open-ended questions (Appendix C), drawing upon the 
theoretical concepts identified in the literature review. The informal interviews are 
beneficial to gain more in-depth and detailed information from the respondents as they 
conveyed their thoughts and views more freely. During the fieldwork, interviews were 
done using Bahasa Indonesia (Indonesian language). In several occasions, it was mixed 
with Javanese language (the local ethnic language) to allow the interviewees to express 
their actual thoughts more precisely. Each face-to-face interview lasted for 
approximately one hour. The interviews were recorded with a digital recorder, and 
important remarks were written in field notes. To help ease the analysis stage, the 
interview recordings were then transcribed, and some important quotes were translated 
into English to be cited in this paper.  

3.2.2. Collecting and observation method 
Additionally, this research also includes ‘collecting’ method that is defined by Yin (2014) 
as “the compiling or accumulating of objects related to the study topic”. In this thesis, 
this method is used for retrieving secondary data from different sources, such as from 
web-based sources, journal articles, regional and municipal planning boards, regional 
board of industries and SMEs, as well as local community organisations. The secondary 
data comprises of the profile and history of the study areas, regional policies on cultural 
industries and economic development, as well as lists and statistics. Finally,  the 
observation method is employed to yield deeper understanding about the innovation 
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process during production or marketing stages. For example, observation is useful to 
grasp better understanding of the ‘old’ or local elements and the ‘new’ or external 
elements of the cultural industries. Using this method, I could also observe the ways 
craftspersons working, interacting, and talking about how to do things or sharing 
information.  

3.2.3. Sampling method 
In choosing respondents for interviews, purposive sampling method was used in order to 
yield the most relevant data. Purposive sampling picks respondents for a non-statistical 
purpose, some of which act as ‘key informants’ (Payne & Payne, 2004, p. 210). The 
main criteria in purposive sampling are the quality and positionality of the respondents, 
or so called ‘theoretical sampling’ (Lindsay, 2006, p. 39). The list of institutions and 
interviewees participating in this research is presented in Appendix B. Respondents that 
were chosen purposively are planners and policymakers in regional and municipal 
levels, the coordinator of technical operations unit, leaders of local community 
associations, non-government organization, and the firms’ owners/ representatives/ 
craftspersons in each cluster.  

The five government institutions, of which the policymakers and planners 
represented, were chosen based on their main task and responsibilities relating to the 
development of the clusters. Those include the Economy Division in the Board of 
Development and Planning of Yogyakarta Special Region (Bappeda DIY); the Industry 
Division in the Board of Industry, Trade, Cooperative and SMEs of Yogyakarta Special 
Region (Disperindagkop & UKM DIY); the Industry Division in the Board of Industry, 
Trade, Cooperative and Agriculture of Yogyakarta Municipality (Disperindagkoptan 
Kota Yogyakarta); the Industry Division in the Board of Industry, Trade, and 
Cooperative of Bantul Regency (Disperindagkop Kabupaten Bantul), and Technical 
Operation Unit of Kasongan (UPT Kasongan). Leaders of local community associations 
that were interviewed representing four different associations, namely Satya Bawana, 
KUB, KP3Y and Karang Taruna Jagalan. The first two are located in the Kasongan 
pottery cluster, while the latter are belonged to the Kotagede silver craft cluster. Only 
one non-government organisation was interviewed, which was British Council 
Indonesia, as it has been involved in organising a workshop in the Kotagede silver craft 
cluster.  

In regards to the cultural industries actors, the population was defined as pottery 
firms in Kasongan cluster and silver craft firms in Kotagede cluster. Purposive sample 
was particularly essential to cover different types of firms in each cluster. For this thesis, 
the total number of firms to be interviewed in each cluster was set to 8 firms; those 
include firms in micro, small, medium and large sizes; as well as firms with domestic and 
international sales. Small sample was chosen because I tried to get in-depth information 
for mapping the experience and stories in the context of knowledge dynamics. In 
addition, choosing small sample is reasonable considering the time constraints in 
conducting this research. As it was small sample, thus the results are not to be 
representative of the whole population. I aimed to choose heterogeneous set of firms in 
terms of size and market penetration, in order to obtain more diverse data about the 
knowledge dynamics. In addition, the heterogeneity in those aspects is also a prominent 
feature that characterise Kasongan and Kotagede as ‘dynamic clusters’. Regarding the 
selection of firms, some of the firms were chosen ‘on-site’ while the others were pre-
determined before the fieldwork. The pre-determined firms were significant players in 
the clusters that were considerably well-known in the regional and national level. The 
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criteria of the firms that I chose on-site are those that have their own units of 
production, as there were also firms that only own shops. It is important to choose firms 
with unit of production so that I could investigate various types of innovation that might 
occur. In a few occasions during the fieldwork, I found unexpected information that I 
thought was worth examining further. In this kind of situation, I decided to look for 
firms which might have related information on the subject. For example, I frequently 
received information on skilled mobile craftspersons while I was conducting interviews 
with earlier respondents. I realised that this repeated information might have some 
significance to this study. So, in the next interviews, I chose firms which employed those 
mobile craftpersons. On the other hand, when data saturation occurs before reaching 
the desired total number of respondents, snowball sampling was thus employed. In 
regards to this sampling method, the local people and the policy makers were assumed 
to be more knowledgeable about the firms in the region that may have new or 
unexpected information to the questioned subjects. 

3.2.4. Analysis method  
In the analysis phase, the data gathered from interviews, observations, and collecting 
method are compiled. Afterwards, the data was coded based on pre-determined 
categories that were created with reference to the theoretical frameworks. Next, 
persistent patterns that appeared in the data were discussed and connected to the 
relevant literature (Yin, 2011, p. 219) in ways that answered the research questions. 
Computer software (NVivo for Mac 10) was used to help those processes. 

3.3. Ethical considerations 
Ethical issues are important to be considered during a research process, because good 
scientific quality and good research ethics are two sides of the same coin. Researchers 
should pay attention to the ethical aspects of the research as much as the quality issue. 
Furthermore, before starting a research, researchers need to be familiar with current 
ethical and legal guidelines in the territories where the researches will be conducted 
(The Swedish Research Council, 2011). According to the local and regional 
government’s regulation in Indonesia, research permits from authorities should be 
obtained prior to a fieldwork in their domains. In regard to this thesis, the first permit 
was from the Ministry of Internal Affairs. Afterwards, the permit was used to obtain 
permission from the Yogyakarta Special Region (provincial level). The permit letter 
from the provincial level was then used to gain municipal level permissions from 
Municipality of Yogyakarta and Bantul Regency in which the two case study areas are 
located. The permission is particularly important for securing interview appointments 
with planners and policymakers in the government bodies. 

In regard to the interviews with firms and local trade associations, they were 
conducted after the prospective respondents gave their consent to participate in the 
research. The respondents were informed about the purpose of the research and what 
kinds of data were being collected. I also asked permission from respondents to record 
conversations and for taking some photographs in their workplace. Nevertheless, 
carrying camera and capturing pictures was still somewhat problematic. The 
coordinator of UPT Kasongan (Suwarjo, personal communication, 2014) told me that 
photography could be a kind of sensitive issues in the area. According to him, there 
were several occasions where firms’ owners complained that visitors were capturing 
photos of their new products. Their concerns arose from fearing that their designs 
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would be copied. Regarding anonymity, the respondents gave me permission to 
mention their firms or institutions and their names in this paper. However, there was a 
case when the interviewees exposed unpleasant experiences with other companies in the 
cluster. So, in order to protect the privacy of the talked firms, I decided to mask the 
names of the firms when citing the story. 
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4. Overview of Case Study Areas 

Yogyakarta Special Region is located in the southern part of Java Island, Indonesia. 
Administratively, the region is divided into five regencies. Amongst them are the 
Municipality of Yogyakarta and Bantul Regency where the silver craft industries and 
the pottery industries are located respectively (Figure 4.1).  

 
Figure 4.1. Map of Yogyakarta Region (Google, 2014) 

 

The special territory status was bestowed upon the region by Republic of 
Indonesia because of the crucial role of Yogyakarta Kingdom the in Indonesian War of 
Independence. The enactment of the Act of the Specialty of Yogyakarta Region 
13/2012 by the Indonesian government has strengthened the authority of Yogyakarta 
Region, among others, in terms of culture and spatial planning. The region is well 
known for its cultural heritage. Even though modernity has infiltrated the region 
massively, the authenticity of Javanese culture can still be witnessed. Salazar (2005) 
argues that “the region’s prosperity greatly depends on its ability to capitalize on its 
cultural heritage” (pp. 634).  

In regard to cultural industries, they have played a significant role over the region. 
The craft sector dominates Yogyakarta’s industries, particularly in the form of SMEs. 
This sector is mentioned in the Development Plan of Yogyakarta Special Region 2009-
2029 as one of the supporting sectors crucial towards building a creative and innovative 
tourism (Yogyakarta Special Region, 2009). Indeed, Yogyakarta has been one of 
Indonesia’s major tourist destinations. In those planning documents, it is also stated that 

KASONGAN 
KOTAGEDE 
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Yogyakarta aims to be “the South East Asian’s leading cultural centre” and “the major 
tourism destination in South East Asian” by 2025. Furthermore, it also has an ambition 
to become “the South East Asian’s centre of creative industries”. 

 Kasongan is a village within Bantul Regency known for its pottery and 
earthenware products. Kasihan District, the district level where Kasongan is located, is 
set as economic development strategic area according to the regional spatial plan of 
Yogyakarta Special Region 2009-2029. The community of local craftspersons is 
believed to have existed before the Java War period in 1825 (Gustami et al., 2014). 
Kasongan was hit by a massive earthquake in 2006, bringing the pottery industries a 
negative impact, but the condition has since been overcome. 

Meanwhile, Kotagede is an area located in the southeastern Municipality of 
Yogyakarta, Indonesia. Most part of Kotagede belongs to the Municipality of 
Yogyakarta, whilst a small portion of it is included in the administrative boundary of 
Bantul Regency. It was built in 1755 as the first capital of Islamic Mataram Kingdom. 
The old quarter of Kotagede is a heritage district with high historical and cultural 
values. The silver craft industries of Kotagede flourished for the first time in 18th 
century. In the beginning, the craftspersons only crafted silver to meet the royal family’s 
demands for silverware or silver ceremonial equipments. But since the 1930s, Kotagede 
has produced varied silverware products to wider markets. Kotagede, however, has 
faced economic declines because of socio-economic change within the cluster and 
macroeconomic factors, such as economic depression due to the massive earthquake in 
2006. 
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5. Cultural Industries in Yogyakarta Region: Kasongan 
Pottery Cluster & Kotagede Silver Craft Cluster 

 
In this chapter, the empirical findings from the fieldwork in Kasongan pottery cluster 
and Kotagede silver craft cluster are explained. The chapter starts with a section that 
introduces the profile of firms and local organisations which participated in the research. 
Afterwards, the beginning of knowledge acquisition that underlies the development of 
the cultural industries is explained. Next, the design process and the processing of raw 
materials are described. Furthermore, the labour market mobility in relation to the 
clusters is presented, followed by an explanation on producer-consumer relations found 
in the cultural industries. Finally, related events (e.g. workshop, training, trade fairs and 
expos) and technological provisions are explained. 

5.1. Contextual background 
Understanding the local actors in the clusters is important to give an insight to the 
contextual background of the case study. However, this research does not intend to map 
out all the local actors and their interactions in the cluster, as there had has been already 
previous studies examining it (see Ismalina, 2011). In total, 16 firms participated in this 
research. They consisted of 8 firms from the Kasongan pottery cluster and 8 firms from 
the Kotagede silver craft cluster. The number of employees varied in each firm, which 
were categorised into micro, small, medium or large firms, based on the definition of 
Statistics Indonesia (2014). However, small and micro firms were the most dominant 
type of firms participating in this research. Most of the firms has been established for 
decades, only a few were founded after the 2000s. In addition, this research was also 
concerned with local institutions joined by the firms, such as groups and cooperatives. 
Table 5.1 shows the name of the firms, the year the firms were founded, and the 
number of employees, the associations they belonged to, as well as the market 
penetration they reached. According to the official, the latest statistics in 2008 reported 
that the total numbers of craftspersons in Kasongan were 482 people (Suwarjo, personal 
communication, 2014). While the data from the Ministry of Trade (TREDA, 2008a) 
showed that in Kotagede there were 30 silver craft businesses that employed 253 
craftspersons. As the data of both clusters was produced in 2008, thus they might not be 
accurate to illustrate today’s condition. 

Regional Long Term Development Plan of Bantul Regency 2006-2025 (Bantul 
Regency, 2010) states that the earthenware products have become one of core products 
of Bantul Regency, as they are exported to more than 3 countries overseas (i.e. 
Australia, Belgium, the Netherlands, New Zealand, etc.) with a total value more than 1 
million USD, contributing to more than 10 per cent of export growth in the last five 
years. Most craftspersons in Kasongan worked at homes and established micro 
industries while some work at other firm’s workshops. Household-based and technology-
based industries that are environmentally friendly are expected to grow in Bantul 
Regency, as mentioned in the Regional Long Term Development Plan(Bantul Regency, 
2010).  

Timboel Ceramic was possibly one of the largest pottery firms in Kasongan. 
According to the owner, almost fifty per cent of its products were exported overseas, 
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mainly to Europe and Australia, where their sales representatives are located. Timboel 
Ceramic sub-contracted most of its production processes to smaller firms, except the 
packaging and finishing part. CFS was a relatively young company founded after 2006 
Java earthquake. This small firm was a spin-off of KUB, a cooperative that was 
established with the support of international NGOs involved in the recovery process of 
the area. Besides pottery production, CFS was also focused in the production of bamboo 
panels. The firm had external partners in Australia, France, Germany and India. You 
Tien and Painem III were small industries that have produced earthernware products 
since the 1970s. You Tien only marketed their products in the domestic market, while 
Painem III exported the product to Australia. Marwan Ceramic, Poniman’s Ceramic, 
Sutarno’s Ceramic and New Kitty were micro industries which did not own showrooms 
to display or sell their products. Poniman’s Ceramic only produced half-finished 
products based on orders from medium firms. Marwan Ceramic was also part of a 
subcontractor system that supplied half-finished product to larger firms. But they also 
had connection to international markets, such as Australia and the Netherlands. In 
regards to New Kitty and Sutarno’s Ceramic, they produced figurines to be sold at 
shops within the cluster.  

As an old cluster, firms in Kotagede had been established for quite a long time. 
Ansor Silver and HS Silver were the largest and oldest firms that participated in this 
research. Some respondents confirmed that those firms were significant key players in 
the cluster because they were large firms and their products dominated the domestic 
market. Those firms also exported products overseas. Other firms with partners in other 
countries were Salim’s Silver and Bagus-bagus Silver. Salim’s Silver was a medium firm 
that produces exclusive jewellery. Most of the products were exported to USA. Bagus-
bagus Silver was a small firm that routinely exported silver crafts to Middle Eastern 
countries. Djono’s Silver, and Bima Art Silversmith were small firms with market 
penetration in domestic scale. Those six aforementioned firms were located in the 
administrative area of Yogyakarta Municipality whilst Warung Perak 63 and Pur’s 
Silver were the only micro firms participating in this research situated in Bantul 
Regency. Most firms were part of sub-contracting system, in which they produce the 
products based on the orders from other firms. 

 
Table 5.1. Overview of participating firms 

Kasongan Pottery Cluster 
No Firm Founded Employees Association Market Part of sub-

contracting 
system 

1 Timboel 
Ceramic 

1990 50 Satya 
Bawana 

International Yes 

2 CFS 2008 10 KUB International Yes 
3 Marwan’s 

Ceramic 
1993 6  International Yes 

4 Sutarno’s 
Ceramic 

2005 2 KUB Domestic Yes 

5 You Tien  1970s 3 - Domestic No 
6 New Kitty 1990 4 - Domestic No 
7 Poniman’s 

Ceramic 
1991 1 Satya 

Bawana 
Domestic Yes 
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8 Painem III 1970s 3 - International Yes 
Kotagede Silver Craft Cluster 

No Firm Founded Employees Association Markets Part of sub-
contracting 
system 

1 Warung 
Perak 63 

1974 3 - Domestic Yes 

2 Bagus-
bagus Silver 

1987 6 - International No 

3 Bima 
Silversmith 

1990 6 - Domestic Yes 

4 Ansor Silver 1956 >100 KP3Y International Yes 
5 Djono’s 

Silver 
1995 10 - Domestic Yes 

6 HS Silver 1950s >100 KP3Y International Yes 
7 Pur’s Silver 1960s 2 - Domestic Yes 
8 Salim’s 

Silver 
1990 25 KP3Y International No 

Source: Author 
 
In Kasongan, there were two local trade associations, namely KUB (Koperasi 

Usaha Bersama) and Satya Bawana. These associations were run as cooperatives. Satya 
Bawana was the oldest cooperative in Kasongan, founded in 1984. While KUB was 
relatively young, it was founded after the earthquake 2006 with the funds from NGOs, 
i.e. Relief International and AUSAID. Information from governments was usually 
distributed through cooperatives, in which the information would be spread by the 
cooperatives to the members. The cooperatives in Kasongan and Kotagede run routine 
meeting every one or two months. The meeting was usually used for sharing 
information about events or market trends. The meeting was also a place for discussing 
problems faced by the members, so that it could be solved together or for seeking 
advices from other members. The cooperatives could also help to sell the products of 
members in their showrooms and promote them through trade fairs or expos. However, 
not every firms participated in this research became a member of cooperatives.  

Besides cooperatives, there were also groups of craftspersons in each cluster. The 
formation of groups is highly encouraged by the Regional Long-Term Development 
Plan of Yogyakarta Special Region 2005-2025 in order to improve social resilience 
(Yogyakarta Special Region, 2009). According to officials in the Board of Industry, 
Trade, Cooperative and SMEs of Yogyakarta Special Region (Polin, personal 
communication, 2014), there were at least three rationales by which the formation of 
groups of craftspersons was encouraged. Firstly, by forming a group, local craftspersons 
were expected to learn how to run an organisation. Secondly, facilitating and 
monitoring to a group were supposed to be more efficient than to individual 
craftspersons/firms. Thirdly, a group of firms was supposedly, a primal embryo of 
economic agglomeration. The sustainability of the groups was expected, so the 
government has set some prerequisites of group formation, i.e. members are located 
within the same district, the availability of board, members and routine meetings. 
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5.2. Beginnings of knowledge acquisition 
The knowledge for making pottery and silver in Kasongan and Kotagede respectively 
has been mastered by the local people for generations. Speaking of the global context, 
indeed, the knowledge of silver work and pottery making is not particularly unique, 
because the knowledge has emerged as old as the civilisation of human beings and has 
developed in many places around the world. Even in the Indonesian context, 
Yogyakarta Region is not the only place in which pottery and silver craft industries can 
be found. As noted by the Ministry of Trade (TREDA, 2008a), there are 6 other major 
pottery production centres outside Yogyakarta Region: Melikan (near Klaten, Central 
Java), Klampok (in Banjarnegara, Central Java), Plered (in Purwakarta, West Java), 
Sitiwinangun (in Cirebon, West Java), Lombok (West Nusa Tenggara), and Singkawang 
(West Kalimantan). In regards to silver craft industries, other major production centres 
can be found in Gianyar (Bali), Kendari (South East Sulawesi), Lombok (West Nusa 
Tenggara), Lumajang (East Java), and Kotogadang (West Sumatra) (TREDA, 2008b). 
However, each location bears its own specialty and uniqueness in terms of production 
techniques or products.  

When were asked about how they learnt the skills and knowledge in pottery 
making, all respondents in Kasongan answered that they learnt through observing and 
practicing. They mentioned ‘parents’, ‘friends’, ‘family members’ or ‘neighbours’ as the 
sources of the knowledge, the skills having been passed down from generation to 
generation. As told by the owner of Painem III (Painem, personal communication, 
2014), the knowledge was obtained from her parents. Her children, as the third 
generation, were running their own workshops. Almost all of the respondents did not 
acquire the knowledge through formal education in arts. The knowledge of pottery 
making was “in the air”6 as everyone in the cluster made it. The owner of Poniman’s 
Ceramic (Poniman, personal communication, 2014) said, “I have practised pottery 
making since I was a kid.” Only the owner of Timboel Ceramic had obtained formal 
education in fine arts at ISI Yogyakarta, from which he learnt further about design 
development. Similar to the knowledge of pottery making in Kasongan, the knowledge 
of silverwork in Kotagede has been mostly handed down from generation to generation. 
Some of the respondents in Kotagede admitted that they acquired the knowledge from 
their parents or families who had run silver craft businesses before.  

However, there were also some entrepreneurs who did not come from silver craft 
backgrounds. They learnt silverwork by observing their peers, or by working at silver 
craft firms, such as the owner of Warung Perak 63 and Pur’s Silver who have worked for 
large firms in the cluster before deciding to run their own businesses. According to some 
of the respondents, there were apprenticeships in silver craft workshops. In the old days, 
careers began from the lowest level of apprentice. At this level, the duties were relatively 
unrelated to the work, such as making and delivering drinks for senior craftspersons, but 
it would allow the apprentices to scrutinise the production process. The duties, would 
gradually improve until the apprentice was trusted to handle the most complicated parts 
of the works. 

Considering the decreasing number of skilled craftspersons in the cluster, the 
owner of Salim’s Silver (Salim, personal communication, 2014) said that he did not set 
certain skills or knowledge in silverworking as requirements to work in his firm. Instead, 

                                                
 
6 Marshall, 1920 
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“Senior silversmiths will teach the new employees.” In the same vein, the owner of 
Timboel Ceramic stated that his main criteria for selecting employees were their spirits 
and eagerness to learn. Then he would teach the employee candidates how to make 
pottery during their probation period (Raharjo, personal communication, 2014). 

5.3. Design process 
Generally, firms in Kasongan mostly produced similar products made from 
earthenware; such as pots, vases, piggy banks, vessels, figurines, or wall decorations. 
Nevertheless, a high degree of flexible specialisation could be found in Kasongan. Some 
firms have been focused on the production of half-finished products, while the others 
handled the finishing and packaging portions. Despite the homogenous nature of the 
products, some distinctiveness could be noticed in several firms. For example, Timboel 
Ceramic was widely known for producing vases with fine paintings and other artistic 
combinations. During the last five years, Timboel Ceramic has created around 1000 
designs. New Kitty, on the other hand, was famous for its Javanese couple figurines 
made from terracotta (Figure 5.1).  

  

 
Figure 5.1. Javanese couple figurine made by New Kitty (Photo: Author, 2014) 

 
In the early days, craftspersons in Kasongan only made earthenware products for 

functional purposes such as vessels and stoves (Gustami et al., 2014; Raharjo, 2013). 
Then, in the 1960s, the government had initiatives to further develop the area by calling 
experts and artists to provide trainings to the Kasongan craftspersons. In the 1970s, 
Sapto Hoedojo was the most influential artist to successfully teach craftspersons how to 
add ornamentation to mundane products (Gustami et al., 2014). The owner of Painem 
III recalled, 

My brother, Mr Ngadiyo, was the first Kasongan craftsperson who obtained the 
knowledge directly from Mr Sapto Hoedojo. Mr Sapto Hoedojo once showed a 
drawing of animal shaped-pottery, my brother tried to make it and it turned out to 
be very good. He started to sell it and it became a real hit. Other craftspersons 
imitated his creation. And they taught one another. (Painem, personal 
communication, 2014) 

After ornamentation was introduced in the 1970s, the markets seemed to like the 
new products, which then drove every craftsperson to produce similar products (Figure 
5.2). The ornamentation was done by sticking other natural clay on the body of the 



 31 

earthenware or painting it (Raharjo, 2014). Those kinds of ornamentation style thus 
became a specialty of Kasongan hardly found in production centres elsewhere. 
Information on the current favourable products was easily circulated within the cluster, 
as stated by the representative of KUB and the owner of You Tien about the ease of 
which information was spread by word of mouth (Tini, personal communication, 2014; 
Sundari, personal communication, 2014). 
 

 
Figure 5.2. Early pottery products in Kasongan circa 1970s (Saptohoedojo, 2015) 
 

Products made by silver craft firms in Kotagede were relatively similar, such as 
brooches, jewellery, miniatures, or wall decorations. In Kotagede, the variety of silver 
crafts could be classified in two categories: filigree and solid silver alloy. Filigree work is 
a technique of silverwork using threads of silver alloy (Figure 5.3). On the other hand, 
silver crafts made by solid silver alloy uses sterling silver plate as its medium, and usually 
repoussé and chasing are included to beautify the works (Figure 5.4). Kotagede is 
renowned for its fine silver craft made with repoussé and chasing techniques (Kal, 2005), 
which are now rarely made because of the low demand from consumers (Barata, 
personal communication, 2014). Since the 2000s, most SMEs in Kotagede have been 
focusing on developing new affordable products for low-end markets (domestic market). 
Only a few that still concentrated on making products with repoussé and chasing 
techniques, such as Salim’s Silver. 

When the craftspersons in Kasongan and Kotagede were asked about the process 
of design, most of them said that ideas came naturally. The sources of their inspirations 
were from objects in their surroundings, for example traditional activities (e.g. silver 
filigree that made into becak miniatures or wayang puppet characters), flowers, and 
animals. The owner of New Kitty in Kasongan explained that his job required creativity 
and the inspirations could come from anywhere (Widodo, personal communication, 
2014). He claimed that none of the figurines made by New Kitty had the same colours 
or patterns. Tartono’s Ceramic and You Tien said that media such as the Internet and 
TV programmes were sources for new design inspirations. 

In relation to the growing competition with die-cast ceramic products from China, 
or die-cast silver crafts from Thailand and India, which were much cheaper than the 
products from Yogyakarta Region, most of the respondents in this research seemed 
optimistic. The owner of Warung Perak 63 (Bandiyono, personal communication, 2014) 
noted, “There are always market niches for handmade [crafts].” In similar lines, the 
owner of Pur’s Ceramic in Kotagede said,  
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I never make drawing. Every new design is made spontaneously with my hands, 
directly to the sterling […] When I worked in a group, even though we made the 
same flower brooches, the results varied. Different hands will result in different 
outcome. (Pur, personal communication, 2014) 

 

 
Figure 5.3. Filigree technique (Left photo: Author, 2014; Right photo: Perak Kotagede, 2013) 
 

 
Figure 5.4. Repoussé and chasing technique (Left photo: Author, 2014; Right photo: 
Nederlands Informatie Platform Djokja Zilver, 2006) 
 

Similarly, most of the firms in Kasongan that I interviewed also did not use 
drawing in the design process. If they wanted to reproduce a particular design, they 
would copy from the previously made product.  Quite the contrary, in larger and more 
modern firms like Salim’s Silver and Timboel Ceramic, with the ‘new’ knowledge 
generated through vast experiences in trading, trainings, and workshops or learning via 
books or art courses, the owners had set a kind of standard operational procedure which 
contained instructions for their employees during the production process. For example, 
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in Salim’s Silver, the craftspersons made silver crafts based on drawings supplied by the 
designer (Figure 5.5).  

 
Figure 5.5. Crafting silver based on drawing and written instructions (Photo: Author, 2014) 

 
The craftspersons in the clusters were highly specialised. The owner of Pur’s Silver 

commented about the group he belonged to; which each member of the group had their 
own specific specialisation. When a particular order came, they knew who would be 
suitable to work on it. Tartono’s Ceramic, which only specialised in making half-
finished earthenware products, usually transferred their work to other craftspersons who 
mastered the finishing process. 

The Regional Long-Term Development Plan of Yogyakarta Special Region 2005-
2025 has set a vision to create SMEs, cooperatives and creative industries which are not 
only strong but also having high craftspersonship culture. The industries are expected to 
produce high quality and original products with possible access to obtain intellectual 
property rights (Yogyakarta Special Region, 2009). Despite this policy, all respondents 
in Kasongan and Kotagede agreed that free riding behaviour has been a common 
experience in both clusters. 

If you are skilled and experienced, only by paying a visit to the competitor’s shop 
to see and touch the products, you can make ones similar to them. (Mar, personal 
communication, 2014) 

This kind of inward looking behaviour was somehow permissible. According to the 
representative of the Board of Industry, Trade, Cooperative and SMEs of Yogyakarta 
Special Region, copying a person’s work was unavoidable, as the craftspersons were 
reluctant to protect their work with intellectual property rights (Polin, personal 
communication, 2014). This was because the procedures to obtain the rights were time-
consuming and a slight alteration of the design could be legally accepted without 
violating the rights. As explained by the coordinator of UPT Kasongan, 

When the rights are given out, perhaps the products are no longer being 
produced, even though in the next five to six years the design may be used again. 
But, even if the product is right-protected; everyone else is eligible to copy the 
design with a small modification. (Suwarjo, personal communication, 2014) 
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5.4. Processing raw materials 
In Kasongan, before the craftspersons learnt ways to decorate their earthenware 
products, the main knowledge used in the production process was knowledge to process 
the raw materials (clay) into earthenware products. Regarding the raw materials for 
producing the products, almost all firms bought clay from suppliers within the cluster. 
The clay came from various sources within Yogyakarta Region, such as Godean and 
Prambanan (Sleman Regency), and Bangunjiwo (Bantul Regency). One of the most 
common problems in the production of earthenware products was the cracking of 
pottery. The respondents in Kasongan said that finding the right clay mix was 
important in order to produce good and durable earthenware products. The clay 
suppliers usually did the clay-mixing process. The craftspersons would be informed 
about the composition of the clay when they came to buy. The owner of Tartono’s 
Ceramic (Tartono, personal communication, 2014) stated that the kind of clay mixture 
would influence the duration of drying and burning the pottery. On the whole, those 
processes would determine the shrinkage of the pottery. Thus, communication with clay 
suppliers was thus important. By knowing the kind of clay mixture that they bought, the 
craftspersons could predict the level of shrinkage and avoid the cracking of the pottery. 
As stated by the respondents, craftspersons learnt the causalities between different kinds 
of clay mixture and their levels of shrinkage through a series of trial and error. The 
results were usually being communicated to the suppliers so that the suppliers could give 
advice or recommendation to other craftspersons who later bought the clay. 

In silver craft industries, the raw materials used for making sterling silver were fine 
silver grains and copper alloyed with a particular composition. The raw materials were 
bought from suppliers within the cluster. The silver grains and copper were sourced 
from mining areas outside Yogyakarta Region. The rising price of raw materials and 
double taxation were considered as crucial problems in marketing silver craft industries, 
whereas the firms also wanted to expand into larger markets which are predominantly 
low-end ones. To overcome this problem, many firms in Kotagede tried to create lower-
cost products through imitating the appearance of silver by plating copper with silver. 
Using this technique, the production costs could be reduced. So, they could sell more 
affordable products to low-end markets. Sometimes, incorrect processing techniques 
could result to the breaking or cracking of the sterling. For this reason, trial and error 
was usually incorporated in the production process. Based on my observation in 
Kotagede, the results of incremental experiments were possible to be informed orally to 
other craftspersons in a spontaneous and accidental situation. Once during the 
fieldwork, I saw that a craftsperson asked opinion to his peer in an accidental meeting 
about the materials he had just utilised for making the crafts. 

5.5. Labour mobility 
According to the majority of the respondents in Kasongan and Kotagede, today’s main 
obstacle in running cultural industries in their areas was the shortage of skilled labours. 
Being an artisan was no longer a favourable job for the people of Kotagede, many 
silversmiths who were originally from Kotagede have switched to other jobs. The 
number of craftspersons from Kotagede has decreased drastically. For example, in 
Kampung Jagalan and Kampung Purbayan (two neighbourhoods in Kotagede), the 
number of craftspersons has fallen from a few hundred to only 22 and 20 craftspersons 
respectively (Pur, personal interview, 2014; Salim, personal interview, 2014). Kotagede, 
which is located in an urban area, just a few kilometres away from the centre of 
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Yogyakarta, gave options to earn more money by working other jobs, such as drivers or 
parking helpers rather than making silver craft.  

Despite the prevalence of free-riding behaviour, the high degree of tacitness of the 
knowledge made the products sometimes hard to be imitated precisely in the same 
excellent quality, unless the imitators were very skilled ones. Salim (personal 
communication, 2014) admitted that nowadays it was difficult to find silver craft as 
beautiful as ones produced in the 1930s era, because in older days the craftspersons 
were paid very high, while today the wages of craftspersons were very low. The high 
appreciation to the craftspersons motivated them to make great art works, and adequate 
incentives was one of the driving forces. Some of the respondents in Kotagede said that 
the low appreciation to craftspersons can be seen in the way of wholesalers bought the 
products from micro firms in very low prices and resell them with great margins of 
price. Moreover, the creative ideas of craftspersons in micro firms was not unusually 
exploited by larger firms without proper renumeration.  

We don’t own a shop, so we face difficulties in marketing the products. The only 
way to make money is by selling the crafts to the wholesalers […] One day, firm X 
[mention a name of large firm in the cluster] asked me to make 5 new designs. 
They paid me and told me that they will order again with the same designs. But 
they have never come again. Unbeknownst to me, they have outsourced my 
designs to be produced in larger quantities. (Pur, personal interview, 2014) 

Retrospectively, during the 1990s, there were many workers from Wonosari who 
came to Kotagede to work in this sector. Wonosari is a town in Yogyakarta Region 
located 35 Km from Kotagede. The labourers learnt how to make silver crafts from 
their peers in Kotagede or from the silver firms they worked in. Some of them went 
home with their newly learned skills and tried to run their own silver-craft businesses in 
their town. Adi (personal interview, 2014), the representative of the local youth 
association, speculated the disparity between urban-rural areas might be one of the 
contributing factors. In Wonosari, which was predominantly arid, lagged, rural area, the 
living costs were relatively cheap and there were not so many jobs available. Thus, the 
labours from Wonosari could accept lower wages for producing silver crafts to fulfil the 
order from Kotagede (Adi, personal interview, 2014).  

According to the representatives of HS Silver and Ansor Silver, most of their 
products were produced in Wonosari (Fitri, personal communication, 2014; Mukhlis, 
personal communication, 2014). Likewise, the owner of Bima Art Silversmith said that 
she would outsource the firm’s production to Wonosari if a lot of orders came 
(Purwanti, personal communication, 2014). In regards to this phenomenon, a number of 
respondents in Kotagede raised the concerns that their cluster will lose the local 
silverwork knowledge, as for now, only few craftspersons remained in the cluster (Adi, 
personal communication, 2014; Barata, personal communication, 2014; Pur, personal 
communication, 2014; Purwanti, personal communication, 2014; Salim, personal 
communication, 2014).  

When tourists want to buy silver crafts, they will still find them in Kotagede. So, I 
believe that the silver craft industry in Kotagede will not die. What will die in 
Kotagede is the local knowledge of silverwork. (Salim, personal communication, 
2014) 

In the pottery industries, the general clay-forming process could be categorized 
into two parts: forming the body and the ornamentation. According to the respondents, 
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most of the Kasongan craftspersons were focused on the latter part, while they were not 
specialised in forming the body (Mar, personal interview, 2014; Painem, personal 
interview, 2014; Sundari, personal interview, 2014). To form the cylindrical body of the 
pottery, the commonly used technique was the traditional wheel-throwing technique 
carried out using hands and feet. This technique was commonly mastered by the 
villagers from Malahayu, Brebes (Raharjo, 2013), a regency in Central Java Province 
located 270 km away from Kasongan. In the 1990s, many Brebes craftspersons came to 
Kasongan to work at pottery firms. Their capabilities in forming tall cylindrical pottery 
has influenced a new product development in Kasongan, which were huge or tall 
pottery vases (Figure 5.6; Mar, personal communication, 2014). This kind of vases firstly 
emerged in the Kasongan markets circa 1993. In actual fact, Kasongan craftspersons 
could do the throwing technique by themselves, although not as fast as the Brebes 
craftspersons (Painem, personal communication, 2014; Sundari, personal 
communication, 2014).  

 

 
Figure 5.6. A potter in Kasongan, performing the wheel-throwing technique (Photo: Wee, 2010)  
 

According to the Brebes craftspersons working for Marwan’s Ceramic, their 
wheel-throwing skills were highly needed in the cluster, because Kasongan craftspersons 
has been too specialised in making ornaments so that the production process will 
become ineffective if they also did the wheel-throwing technique (Darsono, personal 
communication, 2014; Udin, personal communication, 2014). All of Brebes 
craftspersons interviewed have worked in Kasongan for more than 15 years (Darsono, 
personal communication, 2014; Udin, personal communication, 2014). They learnt the 
skill when they were still in Brebes. Interestingly, the pottery industry in Brebes was 
considered not too vibrant which made the labourers look for jobs in other pottery 
production centres like Kasongan. The rationale for working in Kasongan was further 
explained by one of the Brebes craftspersons in Marwan’s Ceramic, 

In here [Kasongan], orders are constantly coming and the market is international. 
While in Brebes, the location is quite isolated and the market is low. (Darsono, 
personal communication, 2014) 
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Today, only a few Brebes craftspersons remain in Kasongan.  After the earthquake in 
2006, many Brebes craftspersons moved on to urban areas and worked in the 
construction sector. To this end, the decreasing numbers of skilled craftspersons who 
could do the wheel-throwing technique caused production workshops to be under under 
capacity at times. 

 
5.6. Producer-consumer relations 
At times, in Kotagede, the silversmiths rarely put much thought into designing their 
own products (Harahap, personal communication, 2014). Some of the respondents 
admitted that new product development was usually consumer-driven process, in which 
customers would come with their own designs, or other designers’ work that they 
wanted to recreate. In Kasongan, younger customers were usually attracted to animal 
characters or popular characters as seen on television. This further inspired some firms 
in Kasongan such as You Tien and Tartono’s Ceramic to create earthenware figurines 
in those forms.  

On the other hand, ecological awareness has been raised among firms in 
Kasongan with established linkages to foreign affiliates in other countries. For instance, 
CFS has used ecological friendly materials in the production process since the firm’s 
partner in Australia suggested doing so. While Mar’s Ceramic used organic materials 
such as wild roots for decorating their pottery products. The relation with international 
experts provided by NGOs has also helped CFS developed bamboo panels, which was a 
non-mainstream product. The manager of CFS said that the experts did the market 
research, helped to find the market niche abroad, and provided training on making 
bamboo panels to CFS employees (Sundari, personal communication, 2014). Even 
though the NGOs has left CFS since then,  the former employees already mastered the 
bamboo panel making, which they then taught to new employees. However, most of the 
firms were reluctant to disclose further on how the connections with their foreign 
partners were established and went. 

Additionally, the marketing strategies adopted by firms in both clusters varied, 
from conventional strategy such as advertisement to more consumer-oriented ones such 
as providing experience to the consumers. Some of the firms launched websites to 
advertise their products, while some made use of social media such as Facebook to 
promote theirs. Owners of Bima Art Silversmith, Bagus-bagus, and Salim’s Silver in 
Kotagede as well as CSF and Timboel Ceramic in Kasongan said that they 
communicated with buyers through the Internet. Sundari (personal communication, 
2014) stated that it was convenient to establish communication with foreign partners via 
e-mail and Facebook. However, some firms’ owners such as Warung Perak 63, Marwan 
Ceramic, New Kitty and Poniman’s Ceramic chose to rely on the coincidental arrival of 
visitors to their neighborhoods, instead of using direct marketing strategies. This was 
because both clusters were also known as cultural tourism destinations that attracted 
visitors to come. Kasongan is designated as a ‘socio-cultural strategic area’ and ‘tourism 
area’ based on the Spatial Planning of Bantul Regency 2010-2030 (Bantul Regency, 
2011). While the master plan of both Yogyakarta Municipality and Bantul Regency 
have designated Kotagede as a ‘cultural tourism district’ (Batul Regency, 2011; 
Yogyakarta Municipality, 2010). Thus, it was not unusual to see tourists walking around 
the areas and purchasing products directly from the artisans’ workshops as they passed. 
Based on my observation during the fieldwork, most of the tourists coming to Kotagede 
and Kasongan were domestic tourists. I rarely spotted foreign tourists around there. 
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According to Statistics Yogyakarta Special Region (2013) the number of international 
tourists in Yogyakarta Region were only 4,2 per cent of 3,5 million tourists coming to 
the region in 2012. Nearly the half of those international tourists came from European 
countries. According to the owner of Bima Art Silversmith, international tourists have 
declined significantly. For this reason, many firms have shifted the primary market focus 
to domestic buyers. 

On the other hand, some firms (e.g. Painem III, Ansor Silver, HS Silver) relied on 
intermediaries such as travel agencies or tour guides to reach new customers. Most  
firms in Kasongan and Kotagede offered the opportunity to see the production process 
in their workshop because the workshops were integrated with the shops (Painem, 
personal communication, 2014; Raharjo, personal communication, 2014; Suwarjo, 
personal communication, 2014). Some firms have intentionally designed the live 
production activity as a ‘performance’ to be watched, learnt and enjoyed by the visitors. 
This kind of feature could be seen at larger firms such as Ansor Silver and HS Silver, in 
which only a small number of workers could be seen ‘on stage’, while the rests were 
outsourced outside the clusters. In addition, some firms had workshop that contained all 
of the production process and the craftspersons they employed. In these kinds of firms, 
such as Salim’s Silver, Marwan Ceramic, and Painem III, the production process could 
also be observed. Moreover, some firms offered the opportunity to visitors to try making 
the products firsthand, such as in Warung Perak 63. For Ansor Silver, architectural 
heritage was the added value that they offered to the consumer coming to their shop. 
According to the representative of Ansor Silver (Mukhlis, personal communication, 
2014), the building of the shop was built in 1870 by the Dutch colony. The historical 
value and the distinct architecture style thus provided a different shopping experience to 
consumers. 

5.7. Events and technology provisions 
The ways in which the government connected the firms to the buyers were through 
trade fairs and expos. In general, government would inform about the events to 
cooperatives, and the cooperatives would select their members to participate. The 
events were organized in various scales ranging from local, regional, national, to 
international levels. Thus, the products being exhibited were curated selectively. Some 
of the respondents in both clusters actively participated in trade fairs. According to 
Raharjo (personal communication, 2014), participation in trade fairs were important for 
gaining new insights on recent trends in product development, as well as a medium to 
establish relationships with new partners. Similarly, the owner of Salim’s Silver firmly 
believed the importance of attending such events to open up perspectives on the global 
market, thus the firm managed to participate in international trade fairs routinely 
(Salim, personal communication, 2014). Information about events was usually 
disseminated through cooperatives or groups  (Barata, personal communication, 2014; 
Suwarjo, personal communication, 2014). In one occasion at Kotagede silver craft 
cluster, I witnessed that the information about an event was informed at an accidental 
meeting between the representative of local youth organisation with a craftsperson.  

In Kasongan, an institution existed under the structure of the Board of Industry, 
Trade, and Cooperatives of Bantul Regency, named Technical Operation Unit of 
Kasongan (UPT Kasongan). The institution had the responsibility to organise trainings, 
disseminate information and events, and maintain joint equipment. In the last five years, 
there were at least three trainings conducted at UPT Kasongan, supported by the 
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Ministry of Industry, Balai Besar Keramik (Centre for Ceramics), and Board of 
Industry, Trade, and Cooperatives of Yogyakarta Region. UPT Kasongan also acted as 
an information centre to visitors coming to Kasongan. According to the coordinator, 
this institution was supposed to be an intermediary between firms and external partners, 

The problems of craftspersons [can be consulted] through the UPT, either on the 
supply of raw materials which should be in accordance with the standards, or the 
marketing possibility, including how to connect the craftspersons with the 
consumers or buyers. Although in later years, perhaps they become more 
independent after we connected [to the buyers]. (Suwarjo, personal 
communication, 2014) 

However, some respondents shared their perspectives that many R&D products housed 
at UPT Kasongan were barely utilised by the firms. They also questioned the 
effectiveness of this institution in performing the duty to develop the cluster.  

The Board of Industry, Trade and Cooperative of Bantul Regency had 
programme to conduct training and workshops for craftspersons in groups or 
cooperatives. The cooperative or group could submit proposal to the Board of Industry, 
and the training contents would be suited to the request. It could be training about 
management system, marketing, or design. Then, the government would look for 
appropriate experts to train the craftspersons. ISI Yogyakarta was an art institute that 
usually sent their experts to train the craftspersons, particularly in design development. 
The institution also organised study tours for craftspersons to other similar clusters 
outside Yogyakarta Region. Such study tours were aimed towards widening the 
craftspersons’ perspectives about other techniques in improving product development.  

According to the Regional Long-Term Development Plan of Yogyakarta 
Municipality 2005-2025, the city's economy is predominantly of micro, small, and 
medium enterprises and one of its goals is to become the centre of services for southern 
Java area. The development of SMEs is therefore mentioned as a way to actualise its 
vision,  

“SMEs development is directed to become economic actors that are based on 
science and technology [...] Therefore, the development of SMEs and 
cooperatives is done through the improvement of entrepreneurship skill and the 
productivity, which are supported with the market adaptation, utilisation of 
products of innovation and applied technology” (Yogyakarta Municipality, 2007) 

To realise this plan, Municipality of Yogyakarta has launched a funding scheme for 
small and micro entrepreneurs through regional economic empowerment programme 
(PEW). The targets of PEW were groups of small and micro entrepreneurs. The grant 
was up to 10 million rupiahs which should be used jointly as a financial capital to high-
potential groups of entrepreneurs. According to one of the government officials (Joko, 
personal communication, 2014), the Municipality of Yogyakarta requires the group to 
have in total 10 people including board members, and the group must arrange monthly 
meetings (to be attended by facilitators from the government side) (Joko, personal 
communication, 2014). According to the representative of the Board of Industry, Trade, 
Cooperative and Agriculture of Yogyakarta Municipality, two groups of silversmiths in 
Kotagede were granted this funding scheme. Aside from financial provision, PEW also 
helped to provide tools for silver work and design development trainings. A policymaker 
at the Municipality of Yogyakarta (Wisnu, personal communication, 2014) said that the 
regeneration of silversmiths was a crucial agenda, particularly for the youth. A planner 
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at the Regional Development and Planning Board (Triatmi, personal communication, 
2014) commented that this kind of action was particularly important considering the 
issuance of the Specialty Act which urged the preservation and development of creative 
arts with roots from local tradition (Triatmi, personal communication, 2014). The 
trainers were brought from higher education institutions in Yogyakarta Region that 
provided trainings in arts and design, such as ISI Yogyakarta.  

Local communities, in collaboration with NGOs, also played crucial roles in 
organising workshops for craftspersons. In February 2014, Air Asia Foundation, British 
Council, Arkom Jogja and the local youth association of Kampung Jagalan organised a 
silversmith workshop in Kotagede. The workshop presented experts from London-based 
design consultants Ultra-Indigo that helped silversmiths to explore new product ideas 
and routes to markets. The representatives of British Council Indonesia, as one of the 
NGOs which organised the workshop said that they wanted to make sure the workshop 
could bring great impact to their design skills, innovation skills and business skills 
(Harahap, personal communication, 2014). One of the design experts, Simon Fraser, 
who taught drawing classes to the craftspersons commented on how the workshop went: 

Drawing is a key skill for designers. […] Results showed that very few had the skill 
[…] This was bad news as making a model or a prototype takes time and money 
and drawing can cut costs and is essential for design and innovation.  Two days of 
classes in and it is clear that the quality of the skills in Kotagede is not only high 
but also that a core team of the craftspersons are flexible in their approach and 
with a range of transferable skills, which rapidly come to include drawing. (Fraser, 
2014) 

When the respondents in both clusters were asked about the new technology used in the 
production process, they said that the technology has been virtually unchanged in the 
past five years. However, some efforts have been made by the government and higher 
educations to bring technological upgradings to the cluster. In Kasongan, the central 
government has built a kiln for burning the pottery, but the kiln was left unused because 
the architecture did not conform to the customs of local craftspersons in burning the 
pottery. The respondents said that traditional kiln with an open roof was more suitable 
than closed-roof kiln. In relation to research and development, the cluster usually 
received assistance from Gadjah Mada University, a public university located in 
Yogyakarta Region. One of their technology provisions in the cluster was ceramic 
radiology used to check the fracture risk level of the pottery. As the cost for producing 
the unit was very expensive, UPT Kasongan said that they would manage the unit to be 
used jointly. However, most of respondents said that they did not see the urgency to 
utilise the unit, as they were still comfortable with the traditional trial and error process 
to ensure the durability of the products. Despite this, respondents in Kasongan admitted 
that some research from the university were applicable for them, such as research 
related to the raw materials. 

The raw materials used for pottery industry has been increasingly different […] 
The clay dug from here and there might result in different compositions […] As 
the clay is different, thus the quality standard differs as well, the shrinkage level is 
decreased, easily broken, and so on. So actually research for raw materials that 
will be used, how does the right formula, depending on where the land it was 
taken, should be continuously evolved. (Raharjo, personal communication, 2014) 
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In the case of Kotagede, according to the representative of KP3Y (Heri, personal 
communication, 2014), the cooperative were also supplied with research results related 
to metallurgy by UPN Veteran Yogyakarta—a university located in Sleman Regency, 
Yogyakarta Region. The R&D results were considered useful for understanding the 
characteristics of different kinds of metals that could be used in craft-making. The 
regional government has also built Common Facilities for Small Medium Industries 
(CFSMI) that provided machinery for silver work. But, the machines at CFSMI were 
hardly used by silversmiths in Kotagede (Polin, personal communication, 2014; Wisnu, 
personal communication, 2014). The owner of Salim’s Silver, who also acted as one of 
trustees in the KP3Y board claimed that all of the technology offered in the common 
facility was not useful, as craftspersons did not need them (Salim, personal 
communication, 2014). 
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6. Discussion  

In this chapter, the empirical findings presented in chapter 5 will be discussed with 
reference to the research questions of this thesis. As explained in the Introduction, the 
purpose of this study is twofold. Firstly, this thesis seeks to understand the ways local 
knowledge is circulated and the ways new elements are added. Secondly, this thesis aims 
to explain the knowledge anchoring processes in both clusters. Additionally, the role of 
regional policies in supporting knowledge dynamics in Yogyakarta Region is also 
discussed. In order to answer the research questions, the concept of buzz, pipelines, 
innovation and knowledge anchoring is adopted. This chapter will begin with a 
discussion on the circulation of local knowledge, followed by explanation on the 
addition of new elements from external sources. Next, the knowledge anchoring 
processes are presented by examining labour market mobility, events and professional 
networks, license and trade of intermediate goods, and firm-level networks. Finally, a 
summary of the analysis is provided. 

6.1. Circulation of local knowledge and the addition of new elements 
Defining ‘local’ versus ‘external’ and ‘old’ versus ‘new’ knowledge is a discursive subject. 
The concept of ‘old’ or ‘new’ knowledge is indeed fuzzy and relative, as it is very time 
and space specific. By way of illustration, certain knowledge that is considered ‘old’ in 
one place may be regarded as ‘new’ in another place. Moreover, knowledge constantly 
changes over time. So, a certain knowledge that is discovered or invented recently may 
be called ‘new’ knowledge. However, it will probably become ‘old’ knowledge as time 
passes by or a ‘newer’ discovery or an invention comes up. Even though Crevoisier and 
Jeannerat (2009) in their seminal article of the TKD do not define local knowledge 
explicitly, but it can be perceived from the TKD concept that local knowledge is 
knowledge generated locally from local contexts. Nevertheless, the time dimension has 
not been taken into account in the TKD perspective, although local knowledge may 
indeed have been maintained and developed over an extended period of time. On the 
other hand, the TKD concept is quite vague in defining ‘new’ knowledge. The 
relational approach in the TKD, however, may provide a perspective to see it flexibly, 
not in absolute way. Crevoisier and Jeannerat (2009) indicate that ‘new’ knowledge is 
knowledge generated in different contexts i.e. in different political, economic, cultural, 
social, institutional, etc. As Bathelt & Glückler (2011) say, ‘new’ knowledge does not 
come by itself, rather, it is socially constructed. What makes them distinctive is the 
process of transformation that entails the emergence of the so-called new knowledge. To 
this end, new knowledge can be understood as either radical or incremental changes in 
the various aspects of the firms that may lead to innovation. It is worth noting that 
knowledge was hard to measure because of its intangible nature that could not be seen 
with the naked eyes. However, it could be mapped out from the social interactions 
among the actors and the self-reported stories from the interviewees. 

6.1.1. Circulation of local knowledge 
The empirical findings reveal that in both clusters, the skills for making pottery and 
silver crafts were transferred from generation to generation through face-to-face 
contacts, direct observation and monitoring over their parents, family, peers or 
neighbours. It is also confirmed that the knowledge of making pottery or silver crafts 
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could be obtained by working in related firms and are acquired through a period of 
apprenticeship. In this sense, geographical proximity is important for learning the skills 
firsthand. In addition, it is clear that the industries were predominantly tacit, which 
requires some degree of practice in order to master the skills.   

Based on the fieldwork results, it can be identified that the ‘community of practice’ 
(Duguid, 2008) were embodied in the form of the groups of craftspersons and 
cooperatives, which could be found in both clusters. Concerning the typology of 
community of practice as postulated by Amin and Roberts (2008), it is obvious that the 
case study areas fall into the category of craft-based communities, because the results of 
this research show that the cultural industries has been embedded firmly in the daily life 
of the respondents in Kasongan pottery cluster and Kotagede silver craft cluster. 
Moreover, there was collective tacit understanding among the craftspersons. Bathelts 
(2004) has suggested that community of practice can become a medium to generate and 
diffuse local buzz. The formation of such groups was based on their common interests 
and working practice in the cultural industries (see Duguid, 2008). In addition, regional 
policies have also encouraged the formation of groups in order to build a more resilient 
community and local economy (see Yogyakarta Special Region, 2009). It appears that 
there was an attempt by the government to promote face-to-face contacts within the 
clusters. However, the prevalence of face-to-face contacts does not guarantee the 
creation of local buzz. As argued by Bathelts (2004), buzz is a more informal encounter 
followed with the exchange of group-based information.   

Buzz is likely to be found during the face-to-face meeting that was organised by 
the groups or cooperatives every one or two months. According to the representatives of 
cooperatives in Kasongan pottery cluster and Kotagede silver craft cluster, in those 
occasions, information on recent business trend, upcoming events and other information 
which had any relevance to the group members were shared and exchanged (Heri, 
personal communication, 2014; Raharjo, personal communication, 2014; Sundari, 
personal communication, 2014). Informal knowledge exchange between specialised 
actors within the cluster could also be seen in Kasongan pottery cluster, between the 
pottery makers and the clay suppliers (Tartono, personal communication, 2014). While 
in Kotagede silver craft cluster, I witnessed that informal knowledge exchange 
happened among the craftspersons, to consult or to inform the results of 
experimentation. Bilateral exchange happened to transmit the new knowledge, and 
face-to-face meetings were needed to let them communicate with each other. In such 
meetings, a less experienced craftsperson may ask for advice from the seniors. Those 
kinds of knowledge and information exchange were able to occur because the actors in 
the groups or cooperatives were bounded in a ‘community of practice’ that was involved 
in similar day-to-day routines, as well as common problem solving. The willingness to 
share the local knowledge may indicate tight internal relations and trust established 
between the actors, featuring good local buzz in the clusters (see Bathelt, 2007). 

Acknowledging core competences of the firms based on their knowledge bases 
would be beneficial to grasp better understanding on how local knowledge is circulated 
in the clusters. According to the empirical findings, there were two dominant knowledge 
bases in the cultural industries in Kasongan pottery cluster and Kotagede silver craft 
cluster, i.e. symbolic knowledge base and synthetic knowledge base. Those knowledge 
bases have different characteristics in the ways they can be absorbed and circulated 
(Asheim et al., 2007). Symbolic knowledge is highly context-specific (Martin & 
Moodysson, 2013), thus the meaning is usually embedded within the local culture and 
norms, for instance, silver filigree made into becak miniatures and Javanese couple 
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earthenware figurines made in Kasongan pottery cluster. Symbolic knowledge base has 
become a prominent part in the development of products in Kasongan pottery cluster 
and Kotagede silver craft cluster. Buzz and face-to-face contacts are very important for 
industries with predominantly symbolic knowledge (Asheim, et al., 2007). Most of the 
respondents said that ideas for designing the products came naturally. Local 
embeddedness and handmade were keywords that some of them were proud of and they 
believed to be competitive in the international arena (Bandiyono, personal 
communication, 2014; Pur, personal communication, 2014). The findings show that 
most of the craftspersons in the participating firms were accustomed to making their 
work directly from the raw materials without any drawing process. So, when they 
wanted to create the same product, they would copy what had been done previously. 
Only the larger ones that were used to utilise drawing process, for example Salim’s 
Silver in Kotagede silver craft cluster and Timboel Ceramic in Kasongan silver craft 
cluster.  

However, the inward-looking behaviour on copying others’ work was not unusual 
in the process of circulating local knowledge. This result thus confirms previous findings 
by Ismalina (2011) that reveals the prevalence of free riding behaviour among 
craftspersons in Kasongan pottery cluster and Kotagede silver craft cluster because of 
the risks and high development costs of creating new designs. The free riding problem 
was also caused by the lack of awareness on the importance of property rights. 
Therefore, designs were easily duplicated and circulated in the cluster without proper 
credits to the original designers. This condition was sometimes exacerbated with the 
unequal power between larger firms as the sources of capitals and micro 
firms/individual traditional craftspersons as the creative talents from which the designs 
originated. This kind of phenomenon is similar to the characteristics of dynamic clusters 
as postulated by Sandee & ter Wengel (2002 as cited in Tambunan, 2005). It is 
characterised by the prevalence of larger firms that disproportionately influence the 
cluster’s development. Under this circumstance, small and micro firms were usually 
placed at weak positions with no bargain power.  

Nevertheless, beyond the public or private goods debates, this free riding 
phenomenon can also be perceived as a manifestation of knowledge as a collective and 
shared activity (Crevoisier & Jeannerat, 2009). Using the TKD perspective, these 
knowledge dynamics indicate that both clusters make use the advantage of knowledge 
spillover by “being there” (see Bathelt et al., 2004). Being located in the cluster enables 
direct observation and the reception of non-articulated knowledge flows. Local buzz was 
a very strategic way for spreading information on recent popular designs among 
craftspersons. Drawing on the interviews with some respondents, the symbolic 
knowledge has been able to spread in Kasongan pottery cluster because the product 
ornamentation became very popular among customers in the 1970s, rendering many 
craftspersons to follow the success story. The popularity of the particular design was 
spread out by word of mouth. Finding whom they should approach to learn from, or 
frankly speaking—copy the design, is thus essential. As pointed out by Asheim et al. 
(2007), know-who knowledge is particularly important in a symbolic knowledge base. 
This is because craftspersons in cultural industries are generally highly specialised.   

Regarding synthetic knowledge, it was featured in the process of mixing the right 
composition of raw materials, and the techniques in creating products. Synthetic 
knowledge base has a heavy reliance on crafts, practical skills, and ‘know-how’ (Asheim 
& Coenen, 2005). Know-how knowledge refers to “skills and the capability of doing 
something” (Martin & Moodysson, 2011). This kind of knowledge transfer was 
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confirmed by a number of respondents in which they learned through monitoring the 
ways other craftspersons used tools and did their works. In the physical production 
process of pottery and silver crafts, trial and error was done in an incremental way.  

Overall, the circulation of local knowledge in Kasongan pottery cluster and 
Kotagede silver craft cluster happened mainly through direct observation, face-to-face 
contacts and local buzz. Direct observation means that the craftspersons learnt through 
seeing and monitoring. Face-to-face contacts are a bit more formal, in which the 
complex tacit knowledge is transferred. While, buzz is an informal way of knowledge 
circulation, usually done by word of mouth and informal conversation. To sum up, table 
6.1 shows local knowledge that has been circulated in Kasongan pottey cluster and 
Kotagede silver craft cluster and their circulation mechanisms. 

 
Table 6.1. Local knowledge and circulation mechanism 
Kasongan pottery cluster Kotagede silver craft cluster 

• Knowledge in forming the clay, 
burning, drying, finishing (circulated 
through direct observation and face-to-
face contacts) 

• Knowledge in processing clay into 
particular composition (circulated 
through direct observation, face-to-face 
contacts, and local buzz) 

• Ornamentation skill (circulated 
through direct observation and face-to-
face contacts) 

• Pottery designs created by local firms 
(circulated through direct observation, 
face-to-face contacts, and local buzz) 

• ‘Know-who’ knowledge for finding 
right collaborators in the production 
process (circulated through local buzz) 

• Knowledge in making silver craft 
using filigree or repoussé and 
chasing technique (circulated 
through direct observation and face-
to-face contacts) 

• Knowledge in processing silver, 
copper or other material into 
particular composition (circulated 
through direct observation, face-to-
face contacts, and local buzz) 

• Silver craft designs created by local 
firms (circulated through direct 
observation, face-to-face contacts, 
and local buzz) 

• ‘Know-who’ knowledge for finding 
the right collaborators in the 
production process (circulated 
through local buzz) 

Source: Author 

6.1.2. Addition of new elements  
Innovation in the TKD concept is about inserting additional elements in a local 
knowledge that bring distinctiveness and specificity (Crevoisier & Jeannerat, 2009). 
Departing from this definition and employing the categorization of innovation as 
proposed by Rowley et al. (2011), it is evident that the case study demonstrates the 
product innovation, process innovation, position innovation and paradigm innovation. 
First of all, paradigm innovation could be seen in Kasongan pottery cluster by taking 
into account the development of this cluster in retrospect. The empirical findings and 
available literature revealed that initially, Kasongan pottery cluster was an isolated 
village that produced functional earthenware products. But after the introduction of 
ornamentation technique in the 1970s, symbolic knowledge thus  began to play a vital 
role. In a symbolic knowledge base, the economic value comes from its intangible 
character and aesthetic quality (Martin & Moodysson, 2013). Therefore, the innovation 
within the firms was mainly focused on the generation of aesthetic values instead of 
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physical production process (see Asheim et al., 2007). As postulated by Rowley et al. 
(2011), paradigm innovation may lead to other kinds of innovation, such as product 
innovation.  This occurred in Kasongan pottery cluster, in which their focus on making 
products has shifted to add more aesthetic values, and the markets they targeted have 
switched to higher added value markets. The earthenware that was previously made 
into functional products has changed to more tertiary ones, such as home decoration. 
While in Kotagede silver craft cluster, paradigm innovation occurred as a number of 
firms tried to expand their businesses into low-end markets since the 2000s. This drove 
them to process innovation, which explored alternative metal combinations for 
producing silver craft so that the products could be sold in more affordable prices.  

Product innovation and process innovation were also influenced by the presence 
of producer-consumer relations and global pipelines. There were some degrees of 
knowledge mobility between the firms and consumers in both clusters. In regards to 
product innovation, the producer-consumer interactions yielded invaluable knowledge 
to the firms’ owner on the market demands, so that they could generate new product 
design development based on the customers’ behaviour. Production-consumption 
relations have been increasingly important as a way to absorb new knowledge, 
particularly through the relations with global buyers who usually held different 
standards over the products. For instance, the knowledge on eco-friendly materials has 
been practised in some firms within Kasongan pottery cluster because of the influence of 
foreign trade partners. This can be classified as process innovation because it involves 
changes in the production process. Viewed with the lens of the pipelines concept, those 
connections established between the firms and their foreign trade partners are 
significant to avoid the risk of lock-in. As argued by the representative of CSF in 
Kasongan pottery cluster, business partners gave valuable input for them to develop 
“non-mainstream product” (Sundari, personal communication, 2014). The pipelines 
allowed the flow of external knowledge to the firms. As ‘close conduits’ (Owen-Smith & 
Powell, 2004), only the firms that established such connections would exclusively receive 
the information or knowledge from external partners. Thus, it was not surprising when I 
sensed the hesitancy of some firms’ owners in discussing their business partners and the 
knowledge they received from them. Establishing pipelines requires prior investment 
and should be planned accordingly. It is not taken for granted like the buzz. Perhaps 
those were some reasons of their disinclination. 

In addition, process innovation also occurred in the level of technical and 
production phases as a solution to make standardised products. The owner of Pur’s 
Silver, for example, explained the problem in producing large batches of silver crafts. 
The tacitness of a handmade design was sometimes hard to be replicated exactly if it 
was done by more than one person (Pur, personal communication, 2014). To this end, a 
conversion from tacit knowledge to codified knowledge has been implemented in order 
to enable the circulation of knowledge within the firms. This could be seen in larger 
firms such as Timboel Ceramic in Kasongan pottery cluster and Salims’s Silver in 
Kotagede silver craft cluster that incorporated drawings and manuals in their 
production units. This method was uncommon for other firms in the clusters, 
particularly in Kotagede silver craft cluster, where many craftspersons were not used to 
create drawings (see Fraser, 2014). The owner of Timboel Ceramic was the only 
respondent that has formal degree in fine arts. The owner of Timboel Ceramic was the 
only respondent who had a formal degree in fine arts. Thus his knowledge acquired 
from college has pretty much influenced the ways he managed his business. While the 
owner of Salim’s Silver has primarily sourced codified knowledge from books and 
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training classes he attended. The insertion of codified knowledge in the cultural 
industries has made the production process become more efficient and resulted in more 
standardised outputs. Lastly, new knowledge in marketing and commercialisation 
aspects can create position innovation. This could be seen in both Kasongan pottery 
cluster and Kotagede silver craft cluster. As the number of distant consumers grows over 
time and the advancement of ICT technology, the firms have been increasingly engaged 
with cyber marketing strategies to promote their products. For example, by using social 
media services in the Internet or setting up their own company websites. Moreover, the 
designation of both clusters as tourist destinations has been beneficial to promote 
cultural industries indirectly, and allow further producer-consumer relations. The 
tourism sector and cultural industries could go hand in hand, particularly by adopting 
the so-called ‘experience economy’ (see Pine & Gilmore, 1999). This could be seen, for 
instance, by which visitors were welcomed to see and to be involved in the production 
process in the workshops, or to experience the aesthetics of an old heritage building 
while shopping as offered by Ansor’s Silver.  

To sum up, the types of innovation proposed by Rowley et al. (2011) were useful 
to explain the different types of the different types of innovation in Kasongan pottery 
cluster and Kotagede silver craft cluster as summarised in Table 6.2. It is interesting to 
find that social interactions and the inflow of knowledge from external sources can lead 
to innovation. The result shows that some firms in both clusters shared similar 
approaches in some types, i.e. conducting new design development (product 
innovation); making use of codified knowledge (process innovation); and employing 
online marketing strategy and experience economy (position innovation).  

 
Table 6.2 Types of innovation in the case study areas 
Type of 
innovation 

Kasongan Kotagede 

Product 
innovation • Aesthetic-oriented products 

• New design developments 
• Ecological lyfriendly 

products 

• New design developments 
• Silver-like products 

Process 
innovation • Ecologically friendly 

production 
• Codified knowledge 

(drawing, written manuals) 

• Alternative metal 
combination to make more 
affordable products 

• Codified knowledge 
(drawing, written manuals) 

Position 
innovation • Online marketing strategy 

through websites, Facebook 
• Consumers could see and try 

the process of pottery 
making 

• Online marketing strategy 
through websites, Facebook 

• Consumers could shop 
while enjoying the 
architectural heritage 

• Consumers could see and 
try the process of silver 
craft making  

Paradigm 
innovation • Paradigm shift to widen the 

sales to higher added-value 
markets (1970s) 

• Paradigm shift  to widen 
the sales to low-end 
markets (2000s) 

Source: Author 
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6.2. Knowledge anchoring processes 
Knowledge anchoring is about the process of recirculating the external knowledge 
within the clusters. The process not only involves about how to tap into knowledge from 
external sources, but also how to tie them in to the territory. According to Dahlström 
and James (2012), the ways external knowledge are being recirculated could be analysed 
through four main types of interaction, i.e. labour market mobility, events and 
professional networks, licensing and trade in intermediate goods, and firm-level 
networks. This categorisation appears to be applicable with this case study and able to 
cover many interactions between internal and external actors in the clusters. 

6.2.1. Kasongan pottery cluster 
The government started to develop this cluster for the first time in the1960s.  Since 
then, it has experienced a significant progression from a former lagging rural area to 
become one of Indonesia's major pottery producers. Labour market mobility is an 
important mechanism of the knowledge anchoring processes in Kasongan pottery 
cluster. This mechanism allows the cluster to access extra-regional knowledge from 
outside Yogyakarta Region. In the Kasongan pottery cluster, the mobility of 
craftspersons from Brebes to the area since the 1990s has brought a pottery technique 
particularly useful for making earthenware of cylindrical form. The knowledge thus 
influenced the generation of new products within the cluster in the for of huge and tall 
vases. This kind of product combined with the ornamentation skills of local 
craftspersons has made a new product speciality of the Kasongan pottery cluster. 
However, the skill of wheel throwing was barely acquired by local craftspersons of 
Kasongan because they have been too specialised in developing their ornamentation 
skills. The important factor attracting those incoming craftpersons to Kasongan is 
generally economic factor, in which this internationally-linked cluster provides better 
wages for craftspersons rather than in their own place of origin. However, the number 
of craftspersons from Brebes has gradually decreased, since many of them moved on to 
urban areas for other easyier and better-paying jobs. On the other hand, the wheel 
turning technique is a skill not commonly mastered by Kasongan craftspersons. 
Therefore, the shortage of labours with such skills  has made many firms in the 
Kasongan pottery cluster under capacitated. This condition may pose threats the 
cluster’s economic development.  In this sense, the external knowledge received failed to 
be recirculated within the cluster. Successfully recirculated knowledge were on product 
innovation, which was resulted from the assimilation of local ornamentation styles 
mastered by Kasongan craftspersons and the typical huge cylindrical vases mastered by 
the Brebes craftspersons.  

Turning to events and professional networks, the results show that craftspersons in 
Kasongan had opportunities to join various events for their business development, such 
as trainings, workshops, and trade fairs in regional, national or international scale. The 
government, in collaboration with higher education institutions, usually organised 
trainings and workshops for craftspersons focusing on design development, managerial, 
and marketing skills. The government, through UPT Kasongan, spread the information 
on new events to cooperatives, from which the information would be passed on further 
by the cooperatives to their members. Through the exhibitions and trade fairs, firms 
could meet potential buyers or trading partners. Moreover, those events were also 
beneficial towards gaining new ideas regarding recent trends in the related industries. 
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meanwhile, by joining study tours to other region with similar industries, the local actors 
were expected to learn new things to be brought back to their home region. 

The next mechanism is licensing and trade in intermediate goods. Codified 
knowledge such as machinery was provided by the government or R&D institutions to 
the cooperatives or the group of craftspersons. The machinery was supposed to be used 
jointly. However, the machinery was hardly used by the firms because they appeared to 
not fit their actual needs. Dahlström and James (2012) also mentioned ‘gatekeepers’ as 
another mechanism to sustain the inflow and recirculation of external knowledge. 
However, this indicator was also difficult to find in the Kasongan pottery cluster. 
Indeed, there were several larger firms that showed strong knowledge bases and have 
maintained external connections with global partners, but they did not deliberately 
diffuse their knowledge to other firms in the clusters. Some attempts to establish 
technological gatekeepers, however, have already been done by the government of 
Bantul Regency by creating UPT Kasongan. The main role of this government 
institution was to become a receptor organisation which houses a wide range of R&D 
outcomes from higher education and government research bodies for the development 
of industries in the Kasongan pottery cluster. Among the R&D products retained at 
UPT Kasongan was analytical knowledge such as articles on soil science, or applied 
technology i.e. ceramic radiology. Even though some respondents admitted that new 
knowledge in soil science may be helpful for future development of the pottery 
industries, but they were mostly sceptical with technological upgrading. For instance, 
the empirical findings show the reluctance of firms to adopt ceramic radiology in the 
UPT Kasongan pottery cluster. Instead, they preferred to cling to methods derived from 
their local wisdom which have already proven to work. They even acted in indifference 
towards the presence of UPT Kasongan in performing its function as intermediaries 
between external partners and the firms. 

The development of firm-level networks is argued as another knowledge 
anchoring mechanism. The government has supported the collaboration among firms 
within the cluster through incentives programmes provided to groups of craftspersons 
and the cooperatives. Networking is said to be important as a foundation for the 
clustering process and for improving organisational skills among firms. Moreover, with 
the presence of groups of craftspersons or cooperatives, the government will have more 
ease on administering funds and assistance to the cluster. The government took the 
position as an intermediate between the firms and the external knowledge source within 
the region, such as government research bodies or higher eductaions. The role of the 
R&D institutions were to input ‘new’ knowledge to the craftspersons within the groups 
or cooperatives, as well as to provide technological upgrading for the cluster. However, 
the government policy was too much focused on intermediating institutions between its 
administrative boundaries, whereas there were other more specific external knowledge 
resources outside the region worth connecting.   

6.2.2. Kotagede silver craft cluster 
The wage disparity between urban and rural areas might contribute to the labour 
mobility of silversmiths in the Kotagede silver craft cluster. The increasing price of 
skilled labour in the Kotagede silver craft cluster and the relatively cheaper rural labour 
in Wonosari has encouraged some firms in the Kotagede silver craft cluster to outsource 
their production to Wonosari. The labourers in Wonosari had learnt silverwork by 
working for silver firms in Kotagede. After mastering the skills, some of them returned 
to their village and opened their own silver craft workshops. In this sense, the arrival of 
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labourers from Wonosari to the Kotagede silver craft cluster did not entail the inflow of 
new knowledge. Instead, the labourers absorbed the local knowledge of silverwork from 
their peers and workplaces in the Kotagede silver craft cluster and contextualised it 
within their home region. For the majority of respondents in the Kotagede silver craft 
cluster, this condition was seen as a threat to the position of Kotagede as a renowned 
silver craft centre in Indonesia. They feared the loss of ‘craftsmanship culture’ in the 
area—a condition that should be well-maintained if referring to the Regional Long-
Term Development Plan of Yogyakarta Special Region 2005-2025 (Yogyakarta Special 
Region, 2009). The concerns arose because many of the production processes have been 
transferred to Wonosari, while the number of skilled craftspersons within the Kotagede 
silver craft cluster has declined drastically. In this case, knowledge anchoring occurred 
in the other location, i.e Wonosari, in which the knowledge of silver work obtained from 
Kotagede has been ‘anchored’ in Wonosari, transforming into new local industries. 

Similar to the pottery cluster, in the Kotagede silver craft cluster the government 
played an important role in facilitating firms into various trade fairs and expositions 
both domestically and internationally. Moreover, regional funding has been made 
available for cooperatives and groups for participating in exhibitions, trade fairs or study 
tours. The craftspersons were also involved in a number of workshops and trainings, 
allowingthe transfer of a mix between codified and tacit knowledge from external 
sources. The workshops and trainings were provided by the governments in 
collaboration with higher education institutions, as well as through the initiatives of local 
community organisations and NGOs. The events were helpful to build professional 
networks, because the craftspersons could meet people in the same industries to 
collaborate or to experience reciprocal learning. Despite the geographical distances 
which may exist between them, they shared the same ‘language’ in understanding crafts.  

Regarding licensing and trading intermediate goods, the craftspersons could 
actually use the machinery at CFSMI. The institution was built by the government to 
provide technological upgrading to silversmiths in Kotagede. Some machinery was also 
provided to KP3Y, in which the utilisation was limited to KP3Y members only. The 
problem with the technological upgrading was that no correspondence happened 
between the technological provision and the craftsperson's capability and demand. So, 
most machinery was just left unused. In regards to the presence of gatekeepers, there 
was no government’s institution placed in the silver craft cluster which aimed to bridge 
internal actors with external actors like in the Kasongan pottery cluster. Moreover, 
some larger firms which have established pipelines seemed unwilling to circulate the 
external knowledge they obtained to other firms. 

Firm-level networks are perhaps one mechanism formally encouraged by the 
government through regional policies. There were some funding schemes from the 
government that could be applied by the cooperatives or groups to receive assistance, 
such as the PEW programme launched by the Yogyakarta Municipality. The incentive 
was supposed to strengthen professional collaboration among craftspersons and to 
become a basic foundation for further clustering process. The PEW programme 
exemplified the TIM prescription, particularly the model of Regional Innovation 
System, in order to develop the cultural industries. This can be seen in the ways the 
government encouraged the emergence of networked craftspersons within the same 
district, and stimulated the collaboration between the government, firms and local 
universities  Yogyakarta Region. In the same way as in the Kasongan pottery cluster, 
the government’s policies towards silver craft industries seemed put much weight on the 
technological upgrading, as a way to foster the development. Yet, the R&D products 
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stored at KP3Y and CFSMI were hardly used by the firms. For example, results of 
research on metallurgy for silver craft industries; it was not clear to what extent it has 
been anchored in the cluster.   

6.2.3. Concluding remarks 
In order to understand territorial knowledge dynamics, firstly, it is worth examining the 
local actors who play crucial roles in the internal knowledge dynamics within the 
clusters. In general, tmain local actors/ institutions in the Kasongan pottery cluster and 
Kotagede silver craft cluster can be classified into three categories. They are the firms 
(including suppliers), cooperatives, and groups. Firms participating in this research bore 
characteristics demonstrating some degree of heterogeneity in terms of firm size and 
market orientation. This condition is in line with the categorisation of both study cases 
as ‘dynamic’ clusters, as indicated by the presence of different scale of firms (see 
Ismalina, 2011; Supratikno, 2004; Tambunan, 2005). The significant role of 
community-based organisations and local trade associations in the development and 
learning process of Indonesian cultural industries clusters has been mentioned in 
previous studies (see Ismalina, 2011; Nugroho, 2013). This research revealed that in this 
case study, the role of local trade associations and community-based organisations was 
played by the cooperatives, whose positions made them easier to generate local buzz, 
and establish linkages between firms and external actors such as the government and 
universities. They also acted as ‘receptor organisations’ which usually first accessed 
knowledge from external sources within the region.  

From the discussion, it can be seen that labour market mobility exists in both clusters. 
Both the Kasongan pottery cluster and Kotagede silver craft cluster experienced the 
shortage of skilled labourers, thus outsourcing and migration of the labour market have 
become common solutions. The labour market, however, had consequences for the 
knowledge dynamics. Interestingly, the character of knowledge dynamics resulted from 
labour mobility in both clusters were quite different. In the pottery cluster, the 
knowledge brought by mobile labourers from Brebes was anchored and integrated into 
new product innovation. While in the silver craft cluster, the local knowledge of silver 
work was transferred to mobile labourers coming from Wonosari. These mobile 
labourers then anchored the knowledge they obtained from Kotagede in their place of 
origin. The similarity of both clusters is that they did not anchor any new skill from the 
mobile labourers, instead, the Kasongan pottery cluster contextualised the characteristic 
of pottery from Brebes (cylindrical, tall, huge) with their local knowledge 
(ornamentation), and the Kotagede silver craft cluster had their local knowledge 
mobilised to another location.  

Regarding the events and professional networks, results show that several policies were 
set to encourage the participation of cultural industry actors in various events, both 
locally and globally. This can be seen through a number of trade fairs and exhibitions 
organised frequently by the governments to help firms promote their products and 
establishing connections with multi-level markets, as well as trainings and workshops for 
craftspersons organised with facilitation from higher educations.  In Kotagede, a 
silversmith workshop was also organised by local communities in collaboration with 
NGOs.  

Concerning firm-level networks, the relationships with universities as R&D centres 
have provided channels for the flow of analytical-based knowledge to be embedded 
within the cultural industries. However, tt was not revealed how far the knowledge 
inflow from R&D have been utilised. Moreover, the governments, through higher 
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education institutions, also supported the provision of applied technology. Although in 
some cases, the government’s initiatives in technological provision did not suit the real 
needs of the cultural industry actors. The technological upgrading programmes could 
also indicate the attempts of regional policy to drive the development of cultural 
industries which predominantly use traditional technology to more modern ones. But 
this attempt might not serve well because of the strong characteristic of craft-based 
communities in both clusters. It could be seen from the ways firms in both clusters tried 
to preserve their existing local knowledge by not employing any radical innovation 
process (see Amin & Roberts, 2008).  

Licensing and trading in intermediate goods were common in the meso level such as 
cooperatives or groups of craftspersons, since the machinery was intended to be used in 
collaboration. Regarding gatekeepers, it was pretty hard to identify their prevalence in 
both the Kasongan pottery cluster and Kotagede silver craft cluster. Although some 
firms have established global pipelines, but in my view, they rather became ‘external 
stars’ instead of gatekeepers (see Giuliani & Bell, 2005). As hypothesised by Morrison et 
al., (2013), the gatekeepers can function effectively if two preconditions are met. First, 
the presence of good quality buzz in the cluster, and the second, other firms who want 
to acquire the knowledge from gatekeepers can do knowledge barter. Whilst the good 
local buzz was present, the latter precondition was likely missed both in Kasongan 
pottery cluster and Kotagede silver craft cluster. Most of the firms are micro and small 
firms whose externally acquired knowledge is unequally comparable with their larger 
firms counterparts. Perhaps this condition also stimulates the unbalanced influence of 
larger firms in the cluster. This might be an implication of knowledge dynamics in an 
Indonesian cluster with ‘dynamic’ type (Sandee and ter Wengel 2002 as cited in 
Tambunan, 2005). 

As Crevoisier and Jeannerat (2009) say, “the local capacity to interact with the 
mobile knowledge is a decisive matter”, thus although there were a lot of knowledge and 
information transmitted to the receptor organisations, the intensity of the knowledge 
being recirculated and utilised still depends on the absorptive capacity of the clusters. 
Considering the empirical findings, it seemed that the absorptive capacity towards cross-
sectoral knowledge (i.e. science-based or analytical-based knowledge) was quite low 
among the firms. The external knowledge from different sectors were probably hard to 
acquire and to assimilate because the cognitive distance was too wide compared to the 
existing knowledge owned by the firms. On the contrary, when it comes to new 
knowledge in the similar knowledge base, acquisition and assimilation were more likely 
to happen. So, it can be said that the cultural industries in this study had more tendency 
to experience cumulative knowledge dynamics rather than combinatorial knowledge 
dynamics. For example, the drawing skills taught by foreign experts to silversmiths in 
the Kotagede silver craft cluster has been quickly learnt (even though the assimilation 
with local knowledge is still yet to be observed), and the technique of making tall vase 
models of Brebes craftspersons has been easily assimilated with the ornamentation style 
mastered by Kasongan craftspersons. It can also be seen from the ways in which the 
craft industries have made use of the elements in tourism industries to support their 
development, for example, the use of a heritage building as a marketing strategy. In fact, 
the regional and municipal plans have visions of developing the tourism industries 
within the clusters, in which the craft industries are supposed to be the supporting 
sector. Tourism industries are also predominantly symbolic, so it is more likely to be 
compatible with the craft industries. According to the empirical findings, the 
government did not have a concrete plan in facilitating knowledge exchange between 
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the two sectors. Instead, both sectors seemed to follow their own trajectories in a 
separate manner.  

Table 6.3 summarises the mechanisms of knowledge anchoring and the 
knowledge being anchored in both clusters. 
 
Table 6.3. Processes of knowledge anchoring through different mechanisms 
Mechanism Anchored Knowledge  

Kasongan pottery cluster  Kotagede silver craft cluster 
Labour market 
mobility 

Wheel throwing technique of 
craftsperson from Brebes 
influenced the creation of 
huge cylindrical vases  

No knowledge anchored in this 
cluster using this mechanism. 
Instead, the knowledge was 
anchored by the mobile labours 
in Wonosari.	 	  

Event & 
professional 
networks 

Managerial skills 
Design skills 
Current design trends 

Managerial skills 
Design skills 
Current design trends 

Firm-level 
networks 

R&D in soil science 
Ceramic radiology 

R&D in metallurgy 

License and trade 
in intermediate 
goods 

Online marketing 
Design skills  
Machinery 

Online marketing 
Design skills  
Machinery 

Source: Author 
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7. Conclusion 

To sum up, local knowledge in pottery making and silver crafts have been circulated 
through direct observation, face-to-face contact, and local buzz. Local knowledge was 
passed down in families, learned by monitoring neighbours, friends, or through 
apprenticeship in the workplace. The knowledge was embedded tightly within the local 
culture. In this sense, geographical proximity is important towards the learning process, 
which is predominantly tacit, symbolic, and highly context specific. The spread of know-
how and know-who knowledge took the advantage of being located in the clusters. The 
notion of knowledge in the territorial knowledge dynamics (TKD) is about collective 
and shared activity. Thus, free-riding problems that contested knowledge as public 
versus private goods can be seen as another implication of knowledge dynamics. The 
craft-based community in both clusters have significant roles in the generation of local 
buzz and face-to-face contact. Regional policies, which encouraged the formation of 
groups of craftspersons, appear to support the idea of local buzz.  

The addition of new elements into existing local knowledge underlies the 
definition of innovation in the TKD perspectives. This paper finds that different kinds of 
innovation exist in the Kasongan pottery cluster and Kotagede silver craft cluster. This 
indicates that knowledge dynamics play a role over multiple dimensions at the micro-
level, such as changes of products, technical production, marketing commercialisation, 
and mental model of the firms. Innovations also occur through the influence of pipelines 
established with overseas trade partners. Nevertheless, the presence of gatekeepers was 
hardly found in the clusters. It is possible because of the clusters' lack of counterpart 
firms to perform knowledge barter. The wide disparities between larger and smaller 
firms, in terms of capitals or knowledge retained, are likely to result in an unbalanced 
influence by larger firms towards the clusters' development trajectories. For this reason, 
policy makers should pay more attention in the establishment of pipelines between firms 
and distant knowledge sources.  

The terms of ‘old’ and ‘new’ knowledge, as well as ‘local’ and ‘external’ knowledge 
are not easy to define using the TKD perspective. For example, in this paper, 
knowledge on ornamentation in the Kasongan pottery cluster is understood as local 
knowledge because it has been generated and circulated in the cluster since the 1970s. 
However, claiming the ornamentation knowledge as local knowledge may become 
vague since the craftspersons had learned it from an external source. On the other hand, 
aesthetically oriented products derived from the ornamentation knowledge can be 
understood as a form of product innovation. But, if the innovation of ornamentation 
knowledge is perceived as new knowledge, then this would be contradictory to the 
earlier understanding of ornamentation knowledge as old knowledge. Therefore, the 
results show that the terms local knowledge, old or new knowledge in the TKD concept 
are ambiguous. On the other hand, knowledge is hard to measure because of its 
intangible character. These are some of the problems in studying knowledge dynamics 
that should be considered in future research.  

Community of practice in the form of groups or cooperatives served as 
intermediate receptors of knowledge inflow from higher education or research 
institutions, which is mostly analytical knowledge. The technology provision can be seen 
as a positive attempt of policy makers to stimulate the development of cultural industries 
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to a more combinatorial one. Nevertheless, the analysis shows that scientific research 
and new technology has low significance towards the development of the Kasongan 
pottery cluster and Kotagede silver craft cluster. This is in line with the character of 
craft-based communities that tend to preserve their existing tradition. Considering many 
R&D products were hardly used in the clusters, therefore, the absorptive capacity 
towards cross-sector knowledge should also be encouraged. In addition, it is reasonable 
that technology providers should take into account the real need of firms in order to 
make their products more applicable. As it remains unclear to what extent the externally 
acquired knowledge retained by the intermediates has been anchored in the cluster, 
thus, there is an opportunity for scholars to further study the modalities of anchoring 
and the absorptive capacity of the clusters. 

Another important finding of this paper is that the cultural industries have more 
tendency towards cumulative knowledge dynamics instead of combinatorial knowledge 
dynamics. In my opinion, encouraging the anchoring of mobile knowledge that has 
close cognitive proximity, such as knowledge related to the tourism industry, appear to 
be more promising policies. Evidently, there have been some attempts of firms 
incorporating marketing strategies that favour both craft and tourism industries. But, in 
order to integrate the two, more knowledge need to be exchanged, while also 
developinh trust and mutual understanding between actors in those sectors. The 
approach in collaborating tourism and craft industries has already been mentioned in 
the regional development plan of Yogyakarta Region, particularly as a strategy to 
support the vision of Yogyakarta Region to become one of the major tourism 
destinations in South East Asia, as well as to become the South East Asia’s centre of 
creative industries by 2025. Nevertheless, it is essential that policy makers should fully 
recognise the importance of knowledge dynamics between the industries and explicitly 
formulate it in their strategic plan.  

The analysis has shown that knowledge anchoring occurred in complex ways and 
involved a number of actors in different places and scales. The concept of knowledge 
anchoring is particularly helpful to understand how different kinds of interaction 
between internal and external actors have supported the utilisation and recirculation of 
mobile knowledge. In the knowledge anchoring processes, the government played a 
dominant role as a facilitator to connect the firms to external knowledge sources. This 
TIM-inspired policy has also been strengthened by the ways in which the government 
focuses on reinforcing the collaboration between actors within its regional jurisdictions. 
Considering today’s increasing blurred physical borders, however, it is no longer 
relevant to limit the interactions between firms and external knowledge sources within 
the administrative boundaries. Instead, policy makers should become more open to 
specific knowledge, even when it is located outside the region. Moreover, it is worthy to 
revisit the essence of TKD where the current challenge is no longer in accumulating 
knowledge within a territory, but the capacity in combining different knowledge, multi-
location and multi-scale. Regarding the outsourcing tendency of silver craft production 
to Wonosari, it appears to be an inevitable situation as long as wage and labour resource 
disparities are still present. Instead of identifying it as a competitive phenomenon, which 
can diminish the craftsmanship culture of the original production cluster, the 
outsourcing destination should be recognised as a part of the multi-location network of 
knowledge dynamics in cultural industries' community of practice.  Overall, policy 
makers should increasingly incorporate the concept of territorial knowledge dynamics in 
the development of Indonesian cultural industries. 
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Finally, I acknowledge that the most significant limitation of this research lies on the 
methodological aspect. This research relies mostly on self-reported data from interviews. 
Although interview is a common method in qualitative research, but the interview 
method poses a high risk of bias and subjectivity. When the respondents were asked 
about their opinion towards the government’s efforts in the development of the clusters, 
most of them tended to criticise negatively; while on the side of the government, they 
tended to boast their programmes and policies. In addition, there was lack of data on 
the pipelines because the interviewees were reluctant to share in detail about their 
overseas trade partners. Perhaps, one factor that contributed to their hesitancy was 
regarding the confidentiality of the information. Furthermore, statistical figures related 
to the pipelines in the clusters weres also unavailable. Therefore, future research should 
employ other self-report methods such as questionnaires to be complemented with the 
interview in order to assess data validity. Other limitation in this research is related to 
the number of case studies. Considering a time constraint, only two case studies were 
chosen in this research, which were the Kasongan pottery cluster pottery cluster and 
Kotagede silver craft cluster. However, in order to grasp more comprehensive 
understanding about the knowledge dynamics, the study of multi-location and multi-
scalar networks should be considered in future research. It would be more interesting to 
include in the study, for example, the potter village in Brebes and the new silver craft 
cluster in Wonosari, aside from the Kasongan pottery cluster and Kotagede silver craft 
cluster.
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Appendix A Categorisation of Indonesian clusters 

 

Source: Sandee & ter Wengel, 2002 as cited in Tambunan, 2005 

Type Characteristic 
Artisanal The cluster comprises mainly micro enterprises with low productivity 

and wage, and local market orientation. The firms rely heavily on 
intermediate traders, exhibit low degree of inter-firm cooperation and do 
not have external networks with supporting organisations. 

Active The firms in the cluster use higher skilled workers and better technology. 
They are active in marketing processes and involved in internal and 
external networks. Even though the cluster has a high dependence on 
local market, it has exhibited movement into national and export 
markets. 

Dynamic The cluster includes firms that participate in international trade 
networks and shows internal heterogeneity within clusters in terms of 
size, technology, and market served. However, leading or pioneering 
firms have disproportionate influence over the cluster’s development. 

Advanced The cluster has high inter-firm specialisation and cooperation, with a 
tendency of export-orientation.  Business networks between enterprises 
with suppliers of raw materials, components, equipment and other 
inputs, providers of business services, traders, distributors, and banks are 
well developed. Cooperation with local, regional or even national 
government, as well as with specialised training and research institutions 
such as universities is established.  
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 Appendix B List of respondents 

 
 
 Name of Institution Category Interviewee Role Related cluster Date  
Bappeda DIY Government Ms Triatmi  Planner Kotagede & Kasongan  2014-11-24 
Disperindagkop & UKM DIY Government Mr Polin Policymaker Kotagede & Kasongan 2014-11-27 
Disperindagkoptan Kota Yogyakarta Government Mr Wisnu, Mr Joko, Mr 

Aris 
Officials Kotagede  2014-11-26 

Disperindagkop Kabupaten Bantul Government Mr Suwarjo Official Kasongan  2014-11-28 
UPT Kasongan pottery cluster 
Bantul 

Government Mr Suwarjo Coordinator Kasongan  2014-10-30 

Karang Taruna Jagalan Local Youth 
Organisation 

Mr Adi Spokesperson Kotagede 2014-11-28 

British Council Indonesia NGO Ms C. Harahap Arts Program Manager Kotagede 2014-11-18 
Satya Bawana Local trade association Mr T. Raharjo Chairperson Kasongan  2014-10-30 
KUB Local trade association Mrs Sundari Spokesperson Kasongan  2014-10-31 
KP3Y Local trade association Mr Heri Spokesperson Kotagede 2014-11-24 
Timboel Ceramic Firm Mr T. Raharjo Owner/artisan Kasongan  2014-10-30 
CFS Firm Mrs Sundari Manager Kasongan  2014-10-31 
Tartono’s Ceramic Firm Mr Tartono, Mrs Sriyani Owners/craftspersons Kasongan  2014-11-01 
You Tien  Firm Mrs Tini Owner/craftsperson Kasongan  2014-11-01 
New Kitty Firm Mr Widodo Owner/craftsperson Kasongan  2014-11-01 
Poniman’s Ceramic Firm Mr Poniman Owner/craftsperson Kasongan  2014-11-01 
Marwan Ceramic Firm Mr Mar,  

Mr Darsono, Mr Udin 
Owner/craftsperson 
Craftspersons 

Kasongan  2014-11-02 

Painem III Firm Mrs Painem 
Mr Sona 

Owner/craftsperson 
Craftsperson 

Kasongan  2014-11-02 

Warung Perak 63 Firm Mr Bandiyono 
Mr Ari 

Owner/craftsperson 
Craftsperson 

Kotagede 2014-11-19 

Bagus-bagus Silver Firm Mr B.C. Barata Owner/craftsperson Kotagede 2014-11-24 
Bima Art Silversmith Firm Mrs Purwanti Owner/craftsperson Kotagede 2014-11-25 
Ansor Silver Firm Mr Mukhlis Coordinator  Kotagede 2014-11-25 
Djonan’s Silver Firm Mrs Rumiyati Craftsperson Kotagede 2014-11-25 
HS Silver Firm Ms Fitri Cashier Kotagede 2014-11-25 
Pur’s Silver Firm Mr Pur Owner/craftsperson Kotagede 2014-11-28 
Salim’s Silver Firm Mr P. Salim Owner/jewellery artist Kotagede 2014-11-29 



Appendix C Interview guide 

Interview guide for local trade association 
• What are the rationales behind the establishment of this association? 
• What is the procedure to become the member?  
• What is the benefit for firms of being part of this organization? 
• Are there any similar clusters out there that produce the same products? Where 

are they located? 
• What feature makes products from this cluster different with other clusters’ 

products? 
• How does this cluster increase competitiveness? 
• How is the local knowledge passed from generation to generation? 
• Is there any organized meeting to gather firms’ owners in this cluster? 
• What kind of problems do firms face in running their business? 
• How do they solve the problems? 
• Where/to whom do they ask advice for solving the problems? 
• How do your organisation get connected with external partners? 
• How do firms recruit labours? 
• Are there any training, workshop, exhibitions, or trade fairs participated by this 

organization? Where are they conducted? How did this organization get the 
information about the events?  

• Is there any relationship with universities, governments or R&D institutions? 
• What is the role of governments in this cluster? 
• What were new development processes/new technology introduced in this cluster 

adopt in the last five years?  
 
Interview guide for firm’s owner 
• When was your firm established? 
• How many workers does your firm have? 
• How do you recruit workers? 
• How do the workers learn the skills? 
• Where are the origins of the workers? 
• How are the production processes? 
• Where does the production process take place? 
• Where did you get the knowledge to make these products? 
• What feature makes your products different with other firms’ products? 
• What new product did you develop in the last five years? 
• What cooperatives or groups do you join? 
• What kind of problems do you face in running your business? 
• How do you solve the problems? 
• Where/to whom do you ask advice for solving the problems? 
• How do you communicate with other firms’ owners in regular basis? 
• How do you exchange information/ideas/knowledge/experience with other firms 

in this cluster? 
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• How do you communicate with your costumers?  
• Can costumers visit your workshop? 
• How do you collaborate with other firms/partners outside the clusters? 
• How do you get connected with those firms/partners/networks? 
• How do you make use of knowledge from external sources? 
• Do you join training, workshop, exhibitions, or trade fairs? How did you get the 

information about the events?  
• Do you meet prospective business partners in that kind of events? 
• How important of such events for your business? 
• Is there any relationship with universities, governments or R&D institutions?  
• What kind of relationship do you have with the supplier/intermediaries/buyers? 

Where are they located? Do you absorb knowledge from them? 
• What new development processes did you adopt in the last five years?  
• In what way do you increase the competitiveness of your products? 
• For what extents do customers play role in the development of your products?  
• How do you market your products?  
• What kind of markets/customers do you target? 
• How do your costumers know about your firm/ products?  
• What new marketing strategy do you employ in the last five years? 
 
Interview guide for policymaker 
• What do you know about cultural industries in this region? What are their 

significances for the regional development? 
• Is there any policy to promote the development, innovation and learning processes 

of cultural industries in this region?  
• How is the implementation of that policy? 
• Is there any policy or programmes to promote the development, innovation and 

learning processes of silver craft industries in Kotagede and pottery industries in 
Kasongan pottery cluster? 

• What are the opportunities, challenges and obstacles in promoting the 
development, innovation and learning processes of those Kotagede and Kasongan 
pottery cluster cluster? 

• What do you know about external network connections established in Kotagede 
and Kasongan pottery cluster? 

• To what extent does the government support the establishment of linkage between 
firms and buyers in Kotagede and Kasongan pottery cluster? 

• To what extent does the government support he collaborative networks between 
firms and R&D institutions and universities in Kotagede and Kasongan pottery 
cluster? 

• To what extent does the government support the doption of new technology in 
Kotagede and Kasongan pottery cluster? 

• To what extent does the government support the involvement of cultural 
industries actors in workshops, expos, and trade fairs in Kotagede and Kasongan 
pottery cluster 
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