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Abstract: This study aims to describe business innovation in the creative sector in Medan City.
A qualitative descriptive method was employed, with data collected through Focus Group
Discussions (FGD) involving 15 creative entrepreneurs, who are tenants of the PUSKIIBI
UMSU Business Incubator, representing the fields of culinary, fashion, handicrafts, and
creative technology. The findings indicate that business innovation in Medan’s creative sector
primarily involves product development, digital marketing strategies, and inter-entrepreneur
collaboration. The FGD also identified key challenges, including limited capital, technology
access, market promotion, and business management. These findings are expected to provide
guidance for entrepreneurs, incubator institutions, and policymakers in promoting innovation
and sustainable development within Medan’s creative sector.
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Introduction

The creative sector has become one of the main pillars of local economic development in
major cities in Indonesia due to its ability to generate employment, increase product value added,
and strengthen regional competitiveness. The innovation- and creativity-based creative economy
has been proven to drive sustainable economic growth, particularly in urban areas (Howkins,
2013). Innovation in the creative sector is not limited to the development of new products, but
also includes process innovation, digital marketing, and business models that are adaptive to
market changes (OECD, 2018).

Innovation plays a key role in improving the performance and sustainability of creative
businesses. (Anjaningrum & Rudamaga, 2019) demonstrate that product innovation and market
orientation have a significant impact on the competitive advantage of creative industries. In
addition, digital marketing and the use of information technology have become important
strategies for creative MSMEs to reach broader markets and enhance competitiveness (Susanti,
Gunawan, & Sukaesih, 2020).

Nevertheless, creative entrepreneurs continue to face various structural constraints, such as
limited access to capital, technology, managerial capacity, and marketing networks. (Suryana &
Bayu, 2021) emphasize that weak management capabilities and low digital literacy are major
barriers to innovation development among creative MSMEs in Indonesia. Therefore, a
supportive ecosystem is required to continuously strengthen the innovation capacity of creative
entrepreneurs.

In this context, business incubators play a strategic role as facilitators of entrepreneurship
and innovation development. (Arda & Andriany, 2021) provide evidence that entrepreneurship
training and business mentoring significantly enhance tenants’ competencies, creativity, and
readiness to manage their businesses. Business incubators not only provide physical facilities,
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but also offer mentoring, business networks, and continuous innovation support (Bergek &
Norrman, 2008).

Further research by (Arda & Andriany, 2025) also indicates that the combination of business
mentoring, financial support, and strengthened marketing innovation has a positive effect on
business success and sustainability. These findings are consistent with (Hackett & Dilts, 2004),
who argue that business incubators are effective in increasing the survival rates of start-up
ventures through innovation and managerial support.

Medan City has considerable potential for creative sector development, particularly in the
culinary, fashion, handicrafts, and creative technology subsectors. However, empirical studies
that specifically describe business innovation practices among creative entrepreneurs within
business incubator ecosystems remain limited. In fact, a region-based contextual approach is
essential for formulating targeted policies and strategies for creative sector development (Pratt &
Jeffcutt, 2009).

Therefore, this study aims to describe business innovation in the creative sector in Medan
City, focusing on tenants of the PUSKIIBI UMSU Business Incubator, using a Focus Group
Discussion (FGD) approach. This study is expected to contribute academically to the
development of creative sector innovation literature, as well as provide practical insights for
entrepreneurs, incubator institutions, and policymakers in strengthening an innovation-based
creative ecosystem at the local level.

Literature Review

1. Concept of Innovation in the Creative Sector
Innovation is at the core of the development of the creative sector, as it plays a key role in
generating high value-added products and services. According to (Ratna et al, 2024),
innovation and creativity are crucial in business management to enhance the economic
performance of MSMEs in the creative industries. Innovation helps businesses adapt to
market and digital technology changes while expanding their consumer reach. In the
international literature, innovation in the creative sector is viewed as a process
encompassing product innovation, marketing, and organizational models, enabling
entrepreneurs to maintain competitiveness in dynamic markets. Studies on innovation in
informal creative industries suggest that innovation often arises from the need for
collaboration and responsiveness to market demand, particularly within creative clusters,
highlighting the link between local resources and creative innovation.

2. The Role of Digitalization and Technology
Digital transformation has become an inseparable component of innovation in the creative
sector. (Wibowo et al, 2024) found that digital transformation presents both significant
opportunities and challenges for creative economy development, including limitations in
technology access and digital infrastructure in many regions of Indonesia. Similarly,
(Insiatiningsih & Widyayanti, 2024) emphasize that digital-based innovation models are
essential for creative MSMEs seeking to enter export markets, as digitalization provides
access to global markets while streamlining marketing and distribution processes.

3. Innovation and Competitiveness of Creative MSMEs
Several studies indicate that innovation significantly impacts the competitiveness of creative
MSMEs. (Khalikussabir & Sudarmiatin, 2025) demonstrate that product innovation,
marketing strategies, and collaboration positively influence MSMEs’ ability to penetrate
international markets. (Purnomo et al, 2024) also found that innovation and technological
literacy directly affect the performance of creative MSMEs in East Java, particularly amid
technological disruptions that transform consumer behavior and market structures.
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4. The Role of the Creative Economy in MSME Development
The creative economy is considered a key strategy for promoting MSME growth in
Indonesia. (Siagian et al, 2024) underline that leveraging digital technology within the
creative economy can expand market opportunities for MSMEs while strengthening the
innovation and creativity capacities of entrepreneurs. Studies in Medan City confirm that the
creative sector has significant growth potential but continues to face structural barriers that
require policy support, guidance, and continuous mentoring.

5. Strategies for Innovation Development and Management
Several studies highlight innovative strategies to strengthen creative MSMEs in the digital
era. (Agustina et al, 2025) argue that improving product quality, leveraging digital
technology, and enhancing human resource capacity are crucial strategies for increasing
MSMEs’ competitiveness in the creative economy sector. (Wahyudiono et al, 2023)
reinforce this by demonstrating that optimizing business management and innovation can
foster business independence in the creative industry.

6. Relevance of the Incubator Approach
Business mentoring through incubators, as shown by (Arda & Andriany, 2025) in previous
studies, enhances practical innovation capabilities through entrepreneurship training,
business modeling, and digital marketing strategies. This approach aligns with literature
suggesting that mentoring and collaborative networks accelerate the innovation process,
particularly for creative entrepreneurs who must optimize limited resources.

Method

This study employed a qualitative descriptive approach to depict business innovation in the
creative sector in Medan City. This approach was chosen because it provides an in-depth
understanding of the experiences, strategies, and challenges faced by creative entrepreneurs in
implementing business innovation. The research subjects comprised 15 creative
entrepreneurs who are tenants of the PUSKIIBI UMSU Business Incubator, representing the
culinary, fashion, handicraft, and creative technology subsectors. Respondents were selected
using purposive sampling, with criteria including active business operations and participation in
the incubation program.

Data were collected through Focus Group Discussions (FGD) using open-ended questions
covering types of business innovation, marketing strategies, technology utilization, business
collaboration, and challenges encountered. Data were analyzed using qualitative descriptive
analysis through the stages of data reduction, data presentation, and conclusion drawing. The
validity of the data was ensured through triangulation among participants and member
checking to confirm discussion results (Creswell, 2014).

Result and Discussion
Result

Based on the results of the Focus Group Discussion (FGD) with 15 creative entrepreneurs
who are tenants of the PUSKIIBI UMSU (Pusat Kewirausahaan, Inovasi dan Inkubator
Bisnis Universitas Muhammadiyah Sumatera Utara) Business Incubator, business
innovation in Medan’s creative sector can be classified into several main aspects: product
innovation, digital marketing innovation, and business collaboration.
Product Innovation

Out of 15 entreprencurs, 12 (80%) reported actively engaging in product innovation. These
innovations include developing product variations, improving raw material quality, creating
more modern packaging designs, and adapting products to meet consumer preferences and
needs. Entrepreneurs in the culinary and fashion subsectors were the most active in product
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innovation, while those in creative technology focused more on developing digital-based features
and services.
Digital Marketing Strategies

The FGD results indicate that 13 entrepreneurs (86.7%) have utilized digital platforms as
their primary marketing and sales channels. The most commonly used platforms are social media
and online marketplaces. Digital marketing is considered effective because it allows for wider
market reach at relatively low costs. However, approximately 60% of participants reported still
facing challenges in managing digital content and maintaining consistent branding strategies.
Entrepreneurial Collaboration

A total of 9 entrepreneurs (60%) stated that they had engaged in collaboration with other
business actors, either in joint promotions, sharing supplier networks, or developing
collaborative products. These collaborations were facilitated by the PUSKIIBI UMSU Business
Incubator through discussion forums and business mentoring programs.

Innovation Challenges

The FGD also identified the main challenges faced by creative entrepreneurs. 73.3% of
respondents mentioned limited capital as the primary obstacle. In addition, 66.7% reported
challenges related to technology access and digital literacy, while 60% experienced difficulties
in business management and long-term business planning.

Additional Findings from FGD

The FGD also revealed that innovation in Medan’s creative sector is strongly influenced by
the entrepreneur’s ability to identify market trends and consumer preferences. Most participants
emphasized that continuous product improvement and customization are crucial to maintaining
competitiveness, particularly in the culinary and fashion subsectors. For example, several food
entrepreneurs experimented with new flavors and packaging designs to cater to younger
consumers, while fashion entrepreneurs adapted local cultural motifs into contemporary clothing
designs to differentiate their products.

Moreover, participants noted that digital literacy significantly affects the success of
innovation initiatives. Entrepreneurs with higher digital skills were better able to utilize social
media marketing, create engaging content, and manage online sales efficiently. Conversely,
those with limited digital literacy often relied on traditional marketing methods, which
constrained their market reach and slowed the adoption of digital innovation.

Collaboration emerged as a key strategy to overcome resource limitations. Many
entrepreneurs reported that working together on joint promotions, sharing suppliers, or co-
developing products helped them reduce costs and enhance creativity. Collaboration also
facilitated knowledge sharing, as participants exchanged experiences regarding product
development, marketing strategies, and digital tools, demonstrating the incubator’s role in
fostering a supportive ecosystem.

Financial constraints remain a persistent barrier to innovation. Entrepreneurs highlighted
that limited access to capital often restricts their ability to experiment with new products, invest
in digital technologies, or scale up operations. Some participants expressed the need for flexible
financing options or grants specifically targeted at creative MSMEs to support innovation
activities.

Technology adoption was another critical theme. Participants reported challenges in
accessing advanced software, digital design tools, or e-commerce platforms. While some
entrepreneurs successfully integrated technology into their operations, many relied on basic
digital tools due to cost or technical knowledge limitations, indicating a gap between potential
innovation and practical implementation.
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Several entrepreneurs also highlighted management and strategic planning challenges. A
lack of formal business planning and insufficient knowledge in financial management were seen
as limiting factors for sustaining innovation over the long term. Participants stressed the
importance of mentoring and capacity-building programs offered by the incubator to improve
managerial skills and strategic decision-making.

Interestingly, some participants noted that consumer feedback plays a central role in driving
innovation. Entrepreneurs actively collected feedback through social media interactions,
customer surveys, and direct communication, which informed product design, service delivery,
and marketing campaigns. This practice illustrates how customer-centric approaches are
integrated into innovation processes.

Finally, the FGD findings indicate that the incubator environment itself acts as a catalyst for
innovation. Participants emphasized that access to networking opportunities, peer learning,
workshops, and mentorship sessions encouraged experimentation and creative problem-solving.
The incubator not only provides physical resources but also fosters a collaborative culture that
accelerates innovation adoption among creative entrepreneurs in Medan.

Discussion

The results of this study indicate that business innovation in Medan’s creative sector is
predominantly driven by product innovation and digital marketing, which aligns with the
characteristics of creative MSMEs. These findings support (Anjaningrum & Rudamaga, 2019),
who state that product innovation plays a crucial role in enhancing the competitiveness of the
creative industry. Product innovations implemented by Medan entrepreneurs are
largely incremental, yet they remain relevant to local market needs.

The high utilization of digital marketing (86.7%) reflects entrepreneurs’ awareness of the
importance of digital transformation. This finding is consistent with (Susanti et al, 2020), who
argue that digital marketing significantly increases visibility and sales for MSMEs. However, the
limited digital literacy reported by more than half of the FGD participants indicates that
technology adoption is not yet fully optimized.

Entrepreneurial collaboration, reported by 60% of respondents, reinforces the view that
innovation in the creative sector develops through ecosystems and business networks, rather than
solely through individual efforts. This finding aligns with (Bergek & Norrman, 2008) and
(Hackett & Dilts, 2004), who emphasize that business incubators play a vital role in creating a
collaborative environment that supports both innovation and business sustainability.

The main challenges, including limited capital, access to technology, and business
management capacity, suggest that business innovation is not yet fully integrated with strategic
planning. (Arda & Andriany, 2021) highlight that entrepreneurship mentoring and managerial
capacity building are key factors in improving the success of incubator tenants. Therefore, these
findings underscore the importance of incubators and government policies in providing access to
financing, digital training, and sustainable business mentoring.

Overall, this study demonstrates that business innovation in Medan’s creative sector has
developed positively but still requires strengthening of the innovation ecosystem to support long-
term growth and sustainability of creative enterprises.

Conclusion

This study indicates that business innovation in Medan’s creative sector, particularly among
tenants of the PUSKIIBI UMSU Business Incubator, has developed through product
innovation, digital marketing utilization, and inter-entrepreneur collaboration, despite
facing constraints such as limited capital, technology access, digital literacy, and managerial
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capacity. These findings imply the need to strengthen entrepreneurs’ capabilities through
continuous mentoring, innovation and business management training, and the optimization of
incubators as facilitators of a collaborative ecosystem. From a policy perspective, government
and stakeholder support is necessary in the form of more inclusive financing access, enhanced
infrastructure and digital literacy, as well as synergy among incubators, academics, and industry
sectors to promote innovation and sustainability in Medan’s creative sector.
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