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MODELING PRODUCTIVE AND COMPETITIVE CREATIVE VILLAGES BASED ON CREATIVE ECONOMY: A BEHAVIORAL ECONOMIC PERSPECTIVE IN ENHANCING COMMUNITY PARTICIPATION 
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ABSTRACT 

	Aims: This study aims to identify a modeling framework for productive creative villages in Malang City, analyze the economic behavioral factors influencing community participation decisions, and formulate strategic recommendations based on Behavioral Economics to enhance local competitiveness.
Study design: A qualitative descriptive approach using a case study design was employed to explore socio-economic dynamics at the community level.
Place and Duration of Study: The research was conducted in creative villages within Malang City, East Java (focusing on craft, culinary, and cultural tourism subsectors), with an observation period between 2024 and 2025.
Methodology: Subjects were selected via purposive sampling, including artisans, small business actors, community leaders, and local government representatives. Data were gathered through semi-structured in-depth interviews, field participant observation, and secondary document analysis. Thematic analysis was utilized and validated through data triangulation.
Results: Findings reveal that community participation is significantly influenced by cognitive biases (such as status quo bias) and social group norm pressures. The resulting model consists of seven systematic variables: integrated local potential identification, mapping community economic behavior, designing empowerment strategies, formulating systemic village models, implementation and monitoring based on KPI (Key Performance Indicators), digital marketing and exhibition strategies, and circular economy-based sustainability evaluation.
Conclusion: Integrating behavior-based interventions, particularly through the provision of social proof and incentives aligned with local norms, is a primary key to overcoming community participation barriers in creative economy development.
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1. INTRODUCTION 

Currently, the creative economy sector is acknowledged as making a very substantial contribution to Indonesia's national Gross Domestic Product (GDP) and its capacity to generate new jobs through several subsectors, including handicrafts, culinary arts, and cultural tourism (Nadhia Putri Firnanda et al., 2024; Rahman & Hakim, 2024). A creative economy includes not just the production of economic value through commodities manufacturing but also integrates components of culture, innovation, and community empowerment into every step (Khuamir & Yazid, 2025; Satrio Pratomo & , Dias Satria, 2021). This industry serves as the foundation for the development of creative communities in Malang City, with the goals of enhancing cultural identity and promoting local economic well-being (Satrio Pratomo & , Dias Satria, 2021).

The success of establishing creative towns is contingent upon community participation, despite their enormous potential. However, there are still numerous challenges in implementation, including limited access to finance, barriers to participation, and a lack of knowledge about development tactics that make the most of community behavioral aspects. Prior studies have shown that a lack of knowledge and comprehension of local possibilities frequently prevents the community from taking a more proactive role, even when they have considerable talent (Susanto, 2021). Additionally, a key barrier to managing creative enterprises at the community level is a lack of knowledge of sustainability methods (Nadhia Putri Firnanda et al., 2024).

A Behavioral Economics approach is necessary to understand these dynamics because it can explain how psychological attitudes, cognitive biases, and social conventions affect economic choices in a community context (Serván-Mori et al., 2022). Cognitive biases and complicated social preferences frequently influence individual decisions in economic behavioral studies, which in turn have an impact on participation rates in economic activities like the culinary arts and crafts (Chollisni et al., 2022).Prior research has often overlooked the impact of psychological variables on community choices, instead concentrating on conventional economic reasoning (Khuamir & Yazid, 2025; Serván-Mori et al., 2022). As a result, this study seeks to develop a viable creative village model by pinpointing methods that are tailored to address economic behavioral challenges at the community level (Rahman & Hakim, 2024).

2. methodology 

This qualitative research focuses on case studies in creative villages that possess significant potential but face community participation challenges.

2.1 Data Collection Techniques
The data were collected using three primary methods: semi-structured in-depth interviews to examine individuals' inner and extrinsic motives, participant observation to understand the dynamics of social interaction between economic actors, and document analysis of local economic data and government policies.

2.2 DATA ANALYSIS 
A thematic method was used throughout the analysis process, which included verbatim transcription, data coding based on economic behavioral themes, and interpretation using behavioral economic theory. Data triangulation, which involved comparing the results of interviews, observations, and documents, was used to validate the conclusions.

3. results and discussion

The findings of this research provide a complete framework for the growth of successful and competitive creative communities in Malang City. According to the results, the transition of a traditional society into a creative center is a complicated process that involves more than just financial exchanges. This study, using a Behavioral Economics perspective, reveals that the critical driver of the creative economy, community involvement, is based on a fragile equilibrium between social pressures, cognitive heuristics, and organized interventions. The seven-dimensional variables created in this model are described in detail in the sections below:
3.1 Integrated Local Potential and Cultural Wealth Identification
A thorough identification of local resources serves as the basis for the creative village paradigm. This procedure entails identifying cultural legacy, such as local customs, music, dance, and rituals, and classifying them as possible cultural items. The model, in addition to culture, calls for an inventory of natural resources (SDA) that lists materials like bamboo, wood, and stone that may be turned into premium crafts. In order to make sure that the recognized possibilities, such as traditional cooking methods or local culinary skills, are in line with the demands of the existing market, strategic dialogue with local stakeholders, such as government authorities and community leaders, is necessary. The main driver of regional economic development is the integration of local innovation with market demand, as proposed by (Satrio Pratomo & , Dias Satria, 2021), 

3.2 Economic Behavior Analysis and Cognitive Bias
An important finding of this study is the crucial role of non-rational elements in influencing community involvement. Due to a dread of change, many community members display a strong Status Quo Bias, favoring the preservation of current economic activities over the implementation of new, innovative initiatives. Moreover, people frequently seek information that only reinforces their prior opinions because of Confirmation Bias, which impedes the use of novel business methods. Social norms also have a significant impact; choices about entering subsectors like cooking or crafts are often influenced by how socially acceptable they are deemed to be inside the group. To counteract these, the model creates maps of both intrinsic motivations (sense of achievement) and extrinsic motivations (financial incentives) to provide more targeted nudges for participation.(Serván-Mori et al., 2022) 

3.3 Empowerment Strategies and Social Incentives
Social engineering and technical education are the two strategies used to put empowerment into practice. Using real-world modules catered to the local environment, technical training emphasizes business management, digital literacy, and intellectual property rights. But the most potent weapon discovered is the employment of Social Proof. The community gains the confidence to participate a phenomenon where people align their behavior with the perceived successful actions of their peers by presenting successful local entrepreneurs as role models. A social reward system supports this by giving active participants community recognition and awards to cultivate a "sense of achievement." (Sanuri, 2020).

3.4 Village Ecosystem and Governance Development
A strong ecosystem made up of digital and physical infrastructure is necessary for the model. Digital infrastructure, which includes high-speed internet and e-commerce training, enables connection to the global market, while physical galleries, production centers, and training facilities provide the space for creative activity (Rahman & Hakim, 2024). Establishing an accountable Creative Village Management Body is essential for good governance. This group, made up of artists, community leaders, and representatives of the local government, oversees coordinating funding, facilitating market access, and ensuring transparency in the management of resources. A variety of programs, including government grants and social investments such crowdfunding, help make access to funding easier.

3.5 Implementation, Monitoring, and Impact Evaluation
The systemic model is put into practice through ongoing infrastructure improvements and empowerment initiatives. Key Performance Indicators (KPI), such as the volume of sales, the number of new creative business actors, and community involvement rates, are used to monitor progress to keep the model productive. The true gain in household income and social togetherness is measured by comparing socioeconomic statistics "before and after" implementation during impact evaluation. This iterative process makes it possible to change policies in response to real-time community feedback (Nadhia Putri Firnanda et al., 2024).

3.6 Digital Marketing and Promotion Strategies
The creative village must implement a professional branding plan that emphasizes its distinctive cultural story to gain a competitive advantage. Using social media sites like Instagram and YouTube to tell the "stories" behind the products, digital channels are used to promote them more vigorously. By including local items into worldwide e-commerce platforms like Etsy, Tokopedia, and Bukalapak, national and worldwide reach is attained. At the same time, offline promotion through cultural festivals and frequent art displays functions as a direct marketing channel for bringing visitors and fostering customer loyalty (Chollisni et al., 2022).

3.7 Sustainability Evaluation and Circular Economy
The last aspect guarantees the creative village's continued competitiveness by means of sustainable methods. The model promotes the ideas of the Circular Economy by urging artists to utilize raw materials effectively and reuse waste to create new, innovative goods. Actors can remain competitive without utilizing local resources or harming the environment by continuing to learn about sustainable business practices. The trust of partners, social investors, and the wider community is maintained through transparent sustainability reporting, according to Haryanto and Setiawan (2022).

Based on the discussion above, a comprehensive summary of the modeling variables is presented in Table 1 below:

Table 1.	Summary of Competitive Creative Village Modeling Variables
	NO
	VARIABLE
	PRIMARY INDICATORS
	STRATEGIC ACTION ITEMS

	1
	Potential Identification
	Cultural Assets & SDA
	Tracing traditions and rituals; surveying local raw material availability (wood, bamboo).

	2
	Economic Behavior
	Bias & Social Norms
	Mapping status quo bias; analyzing family/community influence on decisions.

	3
	Empowerment Strategy
	Education & Incentives
	Digital marketing training; utilizing "Social Proof" (success stories) as a nudge.

	4
	Systemic Model
	Infrastructure & Governance
	Building galleries and production spaces; forming a transparent Management Body.

	5
	Implementation
	KPI Monitoring
	Monitoring sales volume and labor absorption; evaluating socio-economic impacts.

	6
	Marketing
	Digital Branding & Events
	Optimizing e-commerce platforms; organizing cultural festivals and exhibitions.

	7
	Sustainability
	Circular Economy
	Implementing recycling systems for raw materials; issuing transparent reports.


Source: Compiled by the author based on the analyzed data


4. Conclusion

To establish a thriving and competitive creative industry in Malang City, this research argues that a holistic strategy is necessary, one that combines physical asset mapping with a deep understanding of community economic activity. The results reveal that traditional economic incentives alone are not enough to encourage participation; rather, the success of the creative economy depends heavily on reducing cognitive biases and utilizing the power of social norms within the community. 
The seven-step approach, which includes potential identification, behavioral mapping, empowerment strategies, systemic ecosystem development, KPI-based monitoring, strategic branding, and circular economy integration, offers a solid foundation for local players. In particular, the study emphasizes that the most potent psychological "nudges" for encouraging community participation in the craft, culinary, and tourism subsectors are using Social Proof and tackling Status Quo Bias.
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Definitions, Acronyms, Abbreviations

Creative Economy: A sector integrating creativity, culture, and technology to produce goods with economic value while empowering the community.
Behavioral Economics: A field explaining how psychological factors and cognitive biases influence economic decisions.
Creative Village: A community-based hub for creative activities (craft, culinary, tourism) aimed at regional competitiveness.
GDP: Gross Domestic Product; the monetary value of finished goods/services produced within a country.
KPI: Key Performance Indicators; measurable values used to evaluate success (e.g., sales volume).
Cognitive Bias: Systematic patterns of deviation from rationality in judgment (e.g., Status Quo Bias).
Social Proof: A phenomenon where people follow the actions of others as a motivator for participation.
SDA (Sumber Daya Alam): Natural resources (bamboo, wood, etc.) used as raw materials.
Circular Economy: A sustainable model focusing on waste minimization and material recycling.
Business Incubator: Programs designed to support startups to become independent businesses.
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