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Abstract 

The fashion bag accessories industry in Indonesia has experienced rapid growth, driven by shifting 

consumer preferences, digital transformation, and increasing sustainability awareness. However, 

intensifying competition and the influx of low-cost imported products present significant challenges for 

local brands. This study aims to analyze the competitive dynamics of the industry using PEST analysis and 

Porter's Five Forces, and to identify how the integration of design innovation, digital branding, and 

sustainability contributes to competitive advantage. This research employs a qualitative descriptive 

approach using secondary data from industry reports, academic literature, and relevant case studies. The 

findings reveal that external factors, particularly technological advancements and socio-cultural changes, 

significantly influence industry dynamics, while internal capabilities play a crucial role in shaping firm 

competitiveness. Furthermore, many businesses still adopt fragmented strategies and have not yet 

effectively integrated innovation, digitalization, and sustainability. This study proposes an integrative 

strategic model that demonstrates how the alignment of design innovation, digital branding, and 

sustainability can strengthen competitive advantage. The findings provide both theoretical and practical 

contributions to the development of strategic management in the fashion accessories industry. 
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Introduction 

Indonesia's fashion accessories industry has undergone a significant transformation as part of the broader 

development of the national creative economy. The Ministry of Industry of the Republic of Indonesia 

projected that the domestic market value of the fashion sector, encompassing apparel, footwear, and 

accessories, would exceed IDR 125 trillion (approximately USD 7.72 billion) in 2024, with continued 

annual growth expected through 2029 (Kementerian Perindustrian Republik Indonesia, 2024). The bag and 

accessories segment represents a meaningful share of this market; Statista (2024) estimates the Indonesian 

handbag market alone generated approximately USD 1.09 billion in revenue in 2024, with a projected 

compound annual growth rate of 4.90 percent through 2028. 

Bags are no longer perceived merely as functional items for carrying belongings; they have evolved into 

symbols of identity and lifestyle among urban consumers. This shift reflects a broader change in consumer 

behavior, in which purchasing decisions increasingly emphasize emotional experience and aesthetic value 

rather than functional necessity alone (Solomon, 2023). Consumers now regard bags as a means of 

expressing personal identity, social status, and lifestyle orientation, a tendency that has made purchasing 

decisions for fashion bags considerably more complex than for ordinary daily necessities (Kotler et al., 

2023). 

This shift has been accelerated by the rapid growth of digital platforms such as Shopee, Tokopedia, TikTok 

Shop, and Instagram Shopping, which have lowered barriers to entry and enabled numerous new brands to 

reach consumers directly. Social media has become one of the most influential channels shaping consumer 

perception; content produced by influencers and content creators is often regarded as more persuasive than 
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conventional advertisement because it is perceived to reflect authentic product experience (Alcántara-Pilar 

et al., 2024; Lim et al., 2017). 

Despite these opportunities, the industry faces substantial challenges, including intense price pressure from 

imported products, fluctuating raw material costs, and rapidly shifting fashion trends. Competition from 

established global brands such as Charles & Keith, Pedro, and Coach compels local brands to strengthen 

their competitiveness through design innovation, compelling brand storytelling, and a genuine commitment 

to sustainable fashion practices. 

Many local business actors, however, still apply fragmented strategies and have not effectively integrated 

innovation, digitalization, and sustainability into a coherent competitive approach. Building on this gap, the 

present study analyzes the competitive landscape of Indonesia's fashion bag accessories industry using 

PEST analysis and Porter's Five Forces framework, and proposes an integrative strategic model in which 

design innovation, digital branding, and sustainability are aligned to strengthen the competitive advantage 

of local brands. 

Literature Review 

Design and Material Innovation. Innovation within the fashion industry extends beyond the mere creation 

of new products; it also involves the capacity to understand market needs and translate them into value-

added offerings. According to Teece (2020), innovation results from the integration of creativity, efficiency, 

and adaptability to a continuously changing business environment. Within the context of bag production, 

innovation can be realized through the use of alternative materials such as vegan leather, natural fibers, and 

recycled materials, as well as through modular, multifunctional, and ergonomic design concepts intended 

to appeal to active and dynamic urban consumers. Wesnina et al. (2025) similarly show, in their study of 

Indonesian batik motifs, that integrating traditional cultural elements, such as batik patterns, with 

contemporary design through digital techniques allows brands to preserve cultural integrity while remaining 

relevant to current market preferences. The same logic extends to bag design, where traditional weaving 

(tenun) or handwoven techniques reinterpreted through modern design has proven to be an effective 

strategy for reinforcing brand character. 

Digital Branding Strategy. Digital transformation has fundamentally reshaped the way companies interact 

with consumers. Kotler, Kartajaya, and Setiawan (2023) argue that the era of Marketing 6.0 emphasizes 

personalized experience and emotional connection between brands and consumers. In the bag industry, 

digital presence functions not merely as a promotional tool but as a platform for community building and 

two-way interaction. Local brands such as SAGE, Dowa, and Adorable Projects leverage social media and 

e-commerce to communicate their brand values through visual content, behind-the-scenes production 

stories, and community-based campaigns, strategies that strengthen customer engagement and loyalty, 

particularly among millennial and Generation Z consumers. 

Sustainability as a Competitive Differentiator. Over the past decade, sustainability has become an 

increasingly important consideration in the global fashion industry. The State of Fashion 2024 report by 

McKinsey & Company and The Business of Fashion (2023) notes that new sustainability regulations are 

taking effect across major jurisdictions, pushing brands and manufacturers to reconsider their business 

models and supply chain transparency. Indonesia's local bag industry has begun to adapt by developing 

slow fashion concepts that account for product life cycle, worker welfare, and environmental impact, with 

several local brands adopting natural materials, plant-based dyes, and the empowerment of women artisans. 

Sustainability, in this sense, functions not only as a point of differentiation but also as a driver of positive 

brand image. A recent study of Indonesian textile small and medium enterprises further shows that circular 

economy practices, including material reuse, waste reduction, and multi-stakeholder collaboration among 

designers, suppliers, and artisan communities, are increasingly recognized as a pathway toward sustainable 

entrepreneurship, even though implementation remains constrained by limited resources and technical 
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capacity among smaller producers (Istiyani et al., 2024). This suggests that circularity, alongside slow 

fashion principles, represents a growing frontier for local bag brands seeking to strengthen both 

environmental performance and long-term competitiveness. 

Consumer Decision-Making in the Digital Era. Understanding consumer behavior is essential for 

interpreting how the strategic factors discussed above translate into purchasing outcomes. According to 

Kotler et al. (2023), the consumer decision-making process comprises five stages: need recognition, 

information search, evaluation of alternatives, purchase decision, and post-purchase behavior. In the digital 

era, each stage is increasingly shaped by online interaction. Need recognition is frequently triggered by 

exposure to social media content rather than by an urgent functional requirement; information search is 

conducted primarily through digital platforms, with electronic word-of-mouth playing a significant role in 

shaping consumer perception (Schiffman & Wisenblit, 2023); and evaluation of alternatives is heavily 

influenced by design, product quality, price, and brand image, alongside the credibility of influencers who 

provide recommendations (Alcántara-Pilar et al., 2024). These findings suggest that a firm's competitive 

strategy cannot be separated from its capacity to engage consumers meaningfully across digital touchpoints. 

Resource-Based View and Sustainable Competitive Advantage. Beyond the external, industry-level 

perspective offered by PEST analysis and Porter's Five Forces, sustained competitiveness can also be 

explained through the internal capabilities that a firm controls. Barney (1991) argues that a firm achieves 

sustained competitive advantage when its resources and capabilities are valuable, rare, imperfectly imitable, 

and non-substitutable, a framework commonly referred to as VRIN. Applied to the fashion bag industry, 

culturally rooted design competence, an authentic digital brand narrative, and embedded relationships with 

artisan communities function as strategic resources that are difficult for competitors, particularly low-cost 

importers, to replicate quickly. This internal, resource-based perspective complements the external analysis 

presented in this study by clarifying why some local brands are able to convert favorable industry conditions 

into durable competitive advantage, while others operating in the same environment are not. 

Research Methods 

This study adopts a qualitative descriptive approach aimed at providing a comprehensive depiction of the 

conditions and dynamics of Indonesia's fashion bag accessories industry. This approach was selected for 

its capacity to explain phenomena in depth, based on existing data and context, without manipulating the 

variables under study. The qualitative descriptive method also enables the interpretation of relationships 

among market trends, consumer behavior, and the business strategies applied by local bag industry actors. 

The data used in this study are secondary in nature, obtained from official publications, industry reports, 

and prior research. Data were compiled from statements and reports issued by the Ministry of Industry of 

the Republic of Indonesia (Kemenperin), internet-penetration surveys from the Indonesian Internet Service 

Providers Association (APJII), statistical data from the Central Statistics Agency (BPS), market forecasts 

published by Statista, and industry outlook reports published by McKinsey & Company and The Business 

of Fashion. The analysis was further supported by case studies of several local bag brands, namely Adorable 

Projects, Dowa, and SAGE, considered representative of Indonesia's creative industry characteristics. 

Data collection was conducted through a literature study examining relevant sources to understand market 

conditions, industry structure, and competitive strategy. All data were subsequently analyzed using two 

principal analytical models: PEST analysis and Porter's Five Forces. PEST analysis was used to identify 

macro-environmental factors influencing the development of the bag industry, covering political, 

economic, social, and technological aspects, while Porter's Five Forces model was used to assess the 

intensity of competitive rivalry, the bargaining power of suppliers and buyers, the threat of substitute 

products, and the potential entry of new competitors. 
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The results of both analytical approaches were then synthesized to generate a deeper understanding of the 

strategic position of Indonesia's bag industry and to formulate relevant strategies for strengthening 

competitiveness. Data validity was reinforced through source triangulation, comparing findings across 

multiple industry references, academic journals, and recent economic reports to ensure the consistency of 

findings. 

This study is limited by its reliance on secondary data; consequently, the analysis is interpretative in nature 

and does not include direct empirical testing of consumer behavior. Nonetheless, this approach remains 

relevant, as it offers a comprehensive strategic perspective on the direction and potential of Indonesia's 

fashion bag accessories industry within the context of global competition. 

Results and Discussion 

Macro-Environmental Analysis (PEST) 

Aspect Conditions in Indonesia Impact on the Bag Industry 

Political/Regulatory The government supports the strengthening of 

the creative economy through the Proudly Made 

in Indonesia (Bangga Buatan Indonesia) 

program and export incentives for local 

products. 

Opens opportunities for expansion 

and international recognition of local 

brands. 

Economic National economic growth remains stable at 

around 5.1% (BPS, 2024), accompanied by 

rising middle-class purchasing power and 

lifestyle-oriented consumption. 

Demand for fashion bags is increasing 

rapidly. 

Social/Cultural Public awareness of sustainable products and 

local cultural values continues to rise. 
Encourages businesses to adopt 

environmentally friendly practices 

and strengthen local identity. 

Technological Internet penetration reached 79.5% of the 

population in early 2024, equivalent to 

approximately 221.5 million users (APJII, 

2024), accompanied by rapid growth in e-

commerce and social media. 

Enables omnichannel marketing 

strategies and product personalization. 

Table 1. PEST Analysis of Indonesia's Fashion Bag Accessories Industry 

Source: Data processing based on Kemenperin (2024), BPS (2024), and APJII (2024). 

Porter's Five Forces Analysis 

Threat of New Entrants (Moderate). The growth of digital technology has lowered market entry barriers, 

as new producers can sell directly to consumers through online platforms. However, building brand trust 

and consistent production capacity still requires substantial investment. 

Threat of Substitute Products (High). The wide variety of substitute products, such as tote bags, fabric 

backpacks, and low-cost imported bags, increases competitive pressure. Differentiation through design, 

cultural value, and the use of environmentally friendly materials is the primary strategy for mitigating this 

threat. 

Bargaining Power of Suppliers (Moderate). Raw material suppliers for the bag industry, such as leather, 

textile, and hardware producers, are relatively fragmented, giving brands moderate flexibility to switch 

suppliers. Nevertheless, suppliers of certified sustainable or specialized materials hold comparatively 

greater bargaining power due to limited availability. 
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Bargaining Power of Buyers (Strong). Consumers can easily switch brands due to the ease of comparing 

prices and quality across various platforms. Product personalization strategies and digital loyalty programs 

can help improve customer retention. 

Rivalry Among Existing Competitors (High). Competition spans local brands such as Dowa and Niion 

to global brands such as Charles & Keith and Fossil. Competitiveness is determined by brand strength, 

design innovation, and an integrated shopping experience. 

Opportunities and Challenges 

Indonesia's fashion bag accessories industry holds substantial growth potential, particularly due to rising 

consumer demand for quality local products and government support for the creative economy sector. Key 

opportunities are evident in the growing middle class with higher purchasing power and stronger 

consumption tendencies for lifestyle products. National economic growth remained resilient at 5.11% year-

on-year in the first quarter of 2024 (Badan Pusat Statistik, 2024), supporting continued household 

consumption in non-food categories such as fashion and lifestyle products and signaling a positive outlook 

for local bag producers seeking to expand the domestic market through design innovation and stronger 

brand image. This trend is reinforced by the broader performance of Indonesia's creative economy, whose 

estimated value added reached approximately IDR 749.58 trillion, equivalent to about 56 percent of the 

government's full-year target, by mid-2024, with the fashion subsector remaining one of its principal 

contributors alongside the culinary and craft industries (Kementerian Pariwisata dan Ekonomi Kreatif, 

2024). 

In addition, digital technology development has created substantial opportunities for optimizing marketing 

and distribution strategies. The growth of e-commerce and social media provides local brands with broad 

access to reach consumers directly, without geographic limitations, giving rise to a new ecosystem of social 

commerce, in which transactions are shaped as much by social interaction and emotional experience as by 

price and product features. 

Rising awareness of sustainability and ethical values in fashion production presents a further opportunity, 

encouraging businesses to adopt slow fashion concepts through environmentally friendly materials, natural 

dyes, and the empowerment of local artisans. This approach not only increases product value but also builds 

a positive brand image among global consumers who increasingly demand supply chain transparency and 

corporate social responsibility. 

Nonetheless, the industry faces several strategic challenges. Intense competition from imported products, 

particularly from major manufacturing countries such as China and Vietnam that offer substantially lower 

prices, frequently compresses local producers' profit margins and shapes consumer price perceptions of 

domestic products. Rapid shifts in fashion trends can lead to overstock and losses for producers unable to 

adapt quickly to changing market preferences. The relatively high cost and limited availability of 

environmentally friendly raw materials also hinder small producers from consistently applying 

sustainability principles, while weak intellectual property protection contributes to the proliferation of 

counterfeit goods that damage the reputation of authentic local brands. Limited production capacity, 

particularly among small and medium enterprises still dependent on manual production, together with 

uneven access to digital technology, design training, and modern business management, remain significant 

constraints for producers outside major urban centers. 

Taken together, these findings indicate that Indonesia's fashion bag accessories industry occupies a 

strategically promising yet challenging position, requiring greater adaptability, sustainability-oriented 

innovation, and stronger collaboration among government, designers, and local artisans to optimize existing 

opportunities while overcoming structural barriers. 
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Competitiveness Strengthening Strategy 

Strategic Focus Implementation Expected Impact 

Design and Material 

Innovation 
Functional designs incorporating local 

cultural value; use of natural and recycled 

materials. 

Enhances product differentiation 

and aesthetic value. 

Digital Branding and 

Omnichannel 
Optimization of social media, e-commerce, 

interactive websites, and live shopping. 
Expands market reach and 

strengthens emotional relationships 

with consumers. 

Local Artisan 

Empowerment 
Collaboration between designers and regional 

artisans, together with capacity-building and 

fair-trade partnerships. 

Strengthens social value and the 

sustainability of the local economy. 

Sustainable Production Application of eco-fashion principles and 

supply chain transparency. 
Increases consumer trust and 

preference. 

International 

Collaboration 
Partnerships with international designers or 

global export platforms. 
Expands market share and 

strengthens Indonesia's brand 

reputation abroad. 

Table 2. Strategy Framework for Strengthening Competitiveness 

Source: Data processing result, 2026. 

Strategic Implications from a Consumer Behavior Perspective 

The strategic factors identified above cannot be separated from how consumers actually make purchasing 

decisions. As discussed in the literature review, need recognition, information search, and evaluation of 

alternatives are now largely mediated by digital platforms and social influence. This implies that design 

innovation and sustainability initiatives generate competitive advantage only when they are effectively 

communicated through digital branding; a well-designed, sustainably produced bag that lacks a compelling 

digital narrative is unlikely to reach or persuade the modern consumer. Conversely, digital branding without 

genuine product substance, in terms of design quality, material integrity, and ethical production, risks 

generating short-term attention without translating into repeat purchase or brand loyalty. 

This reciprocal relationship suggests that competitive advantage in Indonesia's fashion bag accessories 

industry is best understood as the outcome of an integrative model, in which design innovation supplies the 

product value proposition, digital branding communicates and reinforces that value at each stage of the 

consumer decision journey, and sustainability provides the ethical credibility increasingly demanded by 

both domestic and international consumers. Brands that align these three elements are better positioned to 

convert digital engagement into post-purchase satisfaction, positive electronic word-of-mouth, and long-

term customer loyalty, thereby strengthening their competitive position relative to both low-cost imports 

and established global brands. 

Theoretical Synthesis: A Resource-Based View Assessment. To assess more rigorously why the 

integration of design innovation, digital branding, and sustainability produces durable rather than temporary 

advantage, the three strategic factors identified in this study can be evaluated against the VRIN criteria 

proposed by Barney (1991). Table 3 summarizes this assessment. The analysis indicates that culturally 

grounded design innovation and sustainability practices embedded in artisan relationships score most 

strongly across the four criteria, since they combine tangible product value with social and cultural capital 

that competitors cannot easily purchase or replicate. Digital branding capability, in contrast, is valuable and 

helps expand market reach, but the underlying tools and platforms are widely accessible, so its contribution 

to durable advantage depends on how convincingly it communicates the authenticity of the other two 

resources rather than functioning as a standalone source of differentiation. 
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Table 3. VRIN Assessment of Strategic Resources in Indonesia's Fashion Bag Industry 

Strategic Resource Valuable Rare Inimitable Non-

substitutable 
Strategic Implication 

Culturally grounded 

design innovation 

(e.g., batik- or tenun-

inspired bag design) 

High High Moderate–

High 
High Strong basis for differentiation; 

difficult for low-cost importers 

to replicate authentically. 

Digital branding and 

omnichannel 

presence 

High Moderate Low–

Moderate 
Moderate Necessary for market reach; 

advantage is durable mainly 

when paired with authentic 

storytelling. 

Sustainability 

practices embedded 

in artisan 

partnerships 

High Moderate–

High 
High High Builds long-term trust and 

export credibility; embedded 

social relationships are hard to 

copy. 

Source: Authors' analysis based on Barney's (1991) VRIN framework. 

Limitations and Directions for Future Research. As noted in the Research Methods section, this study 

relies exclusively on secondary data and qualitative analytical frameworks; consequently, its conclusions 

are interpretative rather than empirically validated through direct measurement of firm performance or 

consumer behavior. The PEST and Porter's Five Forces analyses, while useful for mapping macro-

environmental and competitive conditions, provide a static snapshot rather than a longitudinal view of how 

these forces evolve as regulation, technology, and consumer preferences change. In addition, the illustrative 

brand cases discussed, including Dowa, SAGE, and Adorable Projects, were selected for their public 

visibility rather than through systematic sampling, which may limit the generalizability of the findings to 

smaller or less digitally visible artisan enterprises. Future research could address these limitations through 

primary data collection, such as surveys or in-depth interviews with brand owners, artisans, and consumers, 

to empirically test the proposed integrative model and the VRIN assessment presented in this study. 

Comparative case studies across multiple local brands, or quantitative modeling of the relationship between 

design innovation, digital branding intensity, sustainability adoption, and firm performance, would further 

strengthen the theoretical and practical contributions of this line of research. 

Conclusion and Recommendations 

Indonesia's fashion bag industry holds highly promising prospects, supported by government backing, 

substantial domestic market potential, and advances in digital technology. However, sustained 

competitiveness in the global market requires a focused and consistent strategic direction. The combination 

of design innovation, strong digital branding, and the application of sustainability practices has proven 

capable of enhancing brand value and consumer loyalty. Local brands that offer quality products, an 

authentic brand story, and a genuine sustainability orientation stand a strong chance of representing 

Indonesia's creative strength in the global marketplace. 

Based on the analysis of the conditions of Indonesia's fashion bag accessories industry, several key 

strategies can be applied to strengthen the position and competitiveness of local brands in both domestic 

and global markets. 

Encouraging Design Innovation and the Use of Environmentally Friendly Materials. Businesses need 

to continuously innovate in creating designs that not only follow global trends but also reflect Indonesian 

cultural identity. The application of distinctive elements such as batik motifs, tenun, or regional weaving 

techniques can serve as a differentiating strength that highlights local value. In addition, the use of 
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environmentally friendly materials, such as natural fibers, plant-based synthetic leather, or recycled 

materials, should be increased so that products carry both aesthetic and sustainability value. 

Strengthening Digital Branding and Marketing. In the digital era, the ability to build a brand online is a 

key determinant of business success. The management of social media, websites, and e-commerce should 

be directed not merely toward transactions but also toward building emotional engagement between brands 

and consumers. Storytelling strategies that showcase the brand's journey, production process, and 

underlying social values can enhance customer trust and loyalty, while data analytics can help businesses 

better understand consumer behavior and target their marketing strategies more precisely. 

Developing an Omnichannel Business Model. Integrating online and offline sales channels is an 

important strategy for expanding market reach. Businesses are encouraged to combine physical stores, 

marketplaces, social media, and pop-up stores so that consumers can interact with the brand through 

multiple interconnected channels, creating a more personal and consistent shopping experience. 

Applying Sustainability Principles in Production and Distribution. Sustainability should become an 

integral part of the entire business process, from design through distribution. Businesses can adopt energy-

efficient production systems, reduce waste, and apply supply chain transparency practices. Beyond its 

positive environmental impact, this approach enhances brand value and expands opportunities to enter 

international markets that increasingly emphasize social responsibility and ethical production. 

Strengthening the Empowerment of Local Artisans and SMEs. Collaboration between designers and 

local artisans or small and medium enterprises should be expanded to preserve traditional craftsmanship 

while improving product quality and consistency. This may include capacity-building training, digital 

literacy support, and fair partnership schemes that ensure equitable income distribution between brands and 

small producers, thereby strengthening the social and economic sustainability of the local creative 

ecosystem. 

Building Strategic Collaboration and Partnerships at National and Global Levels. Expanding market 

reach and enhancing the visibility of Indonesian brands requires cross-sector collaboration, whether with 

international designers, creative communities, or digital export platforms such as Etsy or Amazon 

Handmade. Such collaboration can introduce Indonesian bags to global markets while enriching design 

creativity through cross-cultural exchange, while partnerships among government, the private sector, 

academia, and industry associations can strengthen a national creative ecosystem oriented toward 

innovation, sustainability, and global competitiveness. 

These recommendations reflect the need for a comprehensive approach that combines creativity, 

technology, and cultural value so that Indonesia's fashion bag accessories industry can survive and grow 

amid increasingly dynamic global competition. Through sustained collaboration and focused innovation, 

Indonesian local brands have the potential to become a representation of creative economic strength 

recognized not only nationally but also internationally. 
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