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Abstract: Small and Medium Enterprises (SMEs) play an important role in economic growth, job creation, and 

driving innovation. However, the competitiveness of SMEs is often hampered by weak protection of intellectual 

capital assets, particularly in aspects of intellectual property related to SME trademarks. This article examines the 

urgency of establishing a comprehensive legal framework to protect intellectual capital assets, specifically in aspects 

of intellectual property related to SME trademarks, as a strategic effort to promote innovation and improve SME 

performance. The research method used is normative legal research with a legislative, conceptual, and comparative 

approach to the practice of intellectual property law protection with South Korea and Singapore. The findings 

demonstrate three central points. First, Indonesian culinary SMEs actively confront major obstacles in 

implementing legal protection for intellectual capital assets, particularly intellectual property. Complex registration 

bureaucracy, high administrative costs, weak law enforcement, and low literacy among business owners directly 

hinder their capacity to innovate and compete. Second, comparisons with South Korea and Singapore illustrate 

that states can significantly enhance SME competitiveness by integrating efficient intellectual property protection 

systems with economic incentives and by cultivating a strong legal culture. Third, Indonesia must design and 

implement a responsive, inclusive, and adaptable model of intellectual capital protection, particularly in the field 

of intellectual property. Policymakers can achieve this goal by simplifying regulations, strengthening regional 

institutions, and advancing public education. Through these measures, intellectual property will operate not merely 

as a legal safeguard but as a strategic asset that stimulates innovation, broadens access to financing, and empowers 

culinary SMEs to become a driving force in building a globally competitive creative economy. 

Keywords: Intellectual Capital; Intellectual Properties; Legal Protection; SMEs; Trademark. 

 

                          This is an open-access article under the CC–BY 4.0 license  
 

 

 

INTRODUCTION 

Small and medium enterprises (SMEs) act as the engine driving national economic 

progress,
1
 SMEs not only contribute to job creation and income distribution but also 

serve as an important foundation for maintaining economic stability.
2
 Especially in 

developing countries like Indonesia, the role of SMEs in driving the country's 

economic growth cannot be overlooked. SMEs are a strategic sector that serves as the 

backbone of the national economy,
3
 as evidenced by their contribution of over 60% 

 
1
 Qin Lei, ‘Intellectual Property Information Service Methods for SMEs in University Libraries’, The 

Journal of Academic Librarianship, 50.6 (2024), 102960 https://doi.org/10.1016/j.acalib.2024.102960   

2
 Hong Chen, ‘The Impact of Intellectual Property Protection on the Development of Digital Economy 

and Regional Entrepreneurial Activity: Evidence from Small and Medium Enterprises’, Frontiers in 

Psychology, 13 (2022) https://doi.org/10.3389/fpsyg.2022.951696  

3
 Nelson Oly Ndubisi, Xin (Amy) Zhai and Kee-hung Lai, ‘Small and Medium Manufacturing Enterprises 

and Asia’s Sustainable Economic Development’, International Journal of Production Economics, 233 

(2021), 107971 https://doi.org/10.1016/j.ijpe.2020.107971  

https://doi.org/10.53955/jsderi.v3i3.104
http://journal.contrariusactus.com/index.php/JSDERI/index
mailto:wayans@ft.untar.ac.id
https://doi.org/10.1016/j.acalib.2024.102960
https://doi.org/10.3389/fpsyg.2022.951696
https://doi.org/10.1016/j.ijpe.2020.107971
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to the Gross Domestic Product (GDP) and their ability to absorb nearly 97% of the 

national workforce. his means that most of the economic activity of Indonesian 

society is supported by SMEs that are spread throughout the country, from major 

cities to remote villages. The significant role of these SMEs further underscores the 

importance of this sector's existence in maintaining economic stability, expanding 

employment opportunities, and promoting equitable development.
4
  

According to data from the Ministry of Micro, Small and Medium Enterprises 

(MSMEs), the number of SMEs in Indonesia has been increasing annually, as illustrated 

in the following data. 

Table 1. Number of MSMEs in Indonesia (2018-2024 Period) 

Year Amount (in millions) 

2018 64,19  

2019 65,47 

2020 64 

2021 65,46 

2022 65 

2023 66 

2024 66 

Source: Ministry of Micro, Small and Medium Enterprises (MSMEs) 

Based on this data, SMEs in Indonesia tend to experience an increase in the period 

2018-2024, although there are fluctuations in certain years. In 2018, the number of 

SMEs was recorded at 64.19 million business units, which then increased to 65.47 

million units in 2019. However, in 2020, there was a significant decrease to 64 million 

units. This decline can be attributed to the impact of the COVID-19 pandemic, which 

hit the business sector, including tiny and medium-sized enterprises, due to limited 

economic activity, distribution barriers, and a decrease in public purchasing power. In 

2021, the number of SMEs rose again to 65.46 million units, indicating a recovery 

process driven by digital adaptation, government policy support, and the reopening 

of economic activities. Although the number slightly decreased to 65 million units in 

2022, a positive trend was seen again in 2023-2024, with the number increasing to 66 

million units. These efforts are spread across various sectors, such as trade, 

manufacturing, agriculture, and services, and include culinary arts, fashion, and 

handicrafts. Amidst these significant contributions, traditional culinary MSMEs hold an 

important position with an average annual growth of 12.7% over the past five years. 

However, the rapid dynamics of digitalization and globalization have changed the 

way businesses operate. This change forces SMEs to transform by adopting modern 

organizational practices that can improve efficiency, productivity, and 

 
4

 Nagamani Subramanian and M. Suresh, ‘Economic Sustainability Factors Influencing the 

Implementation of Sustainable HRM in Manufacturing SMEs’, Environment, Development and 

Sustainability, 27.4 (2023), 8661–91 <https://doi.org/10.1007/s10668-023-04248-z>. 
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competitiveness in an increasingly competitive market.
5

 In the context of a 

knowledge- and technology-based economy,
6

 the sustainability of economic 

development is no longer solely determined by material factors or physical capital, 

but is heavily supported by intellectual capital.
7
 Focusing on intellectual capital for 

sustainability is crucial for small and medium-sized enterprises in developing markets 

like Indonesia, which often rely on it due to low levels of innovation, weak industry 

relationships, and inadequate policies for managing social-relational resources. This 

reliance can hinder innovation, emphasizing the need for collaboration.
8
 

Lately, intellectual capital has become increasingly popular in the digital economy 

worldwide.
9
 It is shown that intellectual capital is the creative use of combined 

market strategies, intellectual property, human and intangible assets, and knowledge 

to generate value chains.
10

 Intellectual capital consists of human capital, structural 

capital, and relational capital. 
11
 Unlike physical capital, intellectual capital is not easily 

imitated, providing a long-term advantage for SMEs. One important component of 

intellectual capital is structural capital. The structural capital element of an 

organisation can be defined as the schemes and patterns that enable better employee 

productivity, where the structure remains intact even after employees leave. 

Additionally, structural capital involves infrastructure assets and codified information 

(such as records, databases, and intellectual property rights) that form the company's 

context for future prosperity. It is emphasised that structural capital holds intellectual 

property rights, which are crucial for an organisation in developing its human capital. 

This indicates that intellectual property (IP) is an asset of intellectual capital .
12
 

The picture obtained from creative economic sectors shows that intellectual 

property, as part of Intellectual property, including copyrights, patents, trademarks, 

and trade secrets, is an integral part of structural capital because it serves as a legal 

instrument to protect the innovations and knowledge generated by business actors.
13
 

 
5
 Ali Eren Alper and others, ‘Testing the Long-Run Impact of Economic Growth, Energy Consumption, 

and Globalization on Ecological Footprint: New Evidence from Fourier Bootstrap ARDL and Fourier 

Bootstrap Toda–Yamamoto Test Results’, Environmental Science and Pollution Research, 30.15 (2022), 

42873–88 https://doi.org/10.1007/s11356-022-18610-7  

6
 Minh H. Do, Vo Thanh Tam and Nguyen Kim-Duc, ‘Investigating Intellectual Capital: The Role of 

Intellectual Property Rights Reform’, Cogent Economics & Finance, 10.1 (2022) 

https://doi.org/10.1080/23322039.2022.2106630  

7
 Federico Alvino and others, ‘Intellectual Capital and Sustainable Development: A Systematic Literature 

Review’, Journal of Intellectual Capital, 22.1 (2020), 76–94 https://doi.org/10.1108/JIC-11-2019-0259  

8
 Chanchai Phonthanukitithaworn and others, ‘Sustainable Development towards Openness SME 

Innovation: Taking Advantage of Intellectual Capital, Sustainable Initiatives, and Open Innovation’, 

Sustainability, 15.3 (2023), 2126 https://doi.org/10.3390/su15032126  

9
 Navaneethakrishnan Kengatharan, ‘A Knowledge-Based Theory of the Firm’, International Journal of 

Manpower, 40.6 (2019), 1056–74 https://doi.org/10.1108/IJM-03-2018-0096  

10
 Mostafa A. Ali and others, ‘Intellectual Capital and Innovation Performance: Systematic Literature 

Review’, Risks, 9.9 (2021), 170 https://doi.org/10.3390/risks9090170  

11
 Zainab M. Aljuboori and others, ‘Intellectual Capital and Firm Performance Correlation: The 

Mediation Role of Innovation Capability in Malaysian Manufacturing SMEs Perspective’, Sustainability, 

14.1 (2021), 154 https://doi.org/10.3390/su14010154  

12
 Ali and others. 

13
 Shoaib Ali and Heng Tang, ‘Is Intellectual Property Beneficial to Knowledge Management? Literature 

Review on Organizational Knowledge Protection’, Journal of the Knowledge Economy, 14.4 (2023), 

4100–4118 https://doi.org/10.1007/s13132-022-00904-3  

https://doi.org/10.1007/s11356-022-18610-7
https://doi.org/10.1080/23322039.2022.2106630
https://doi.org/10.1108/JIC-11-2019-0259
https://doi.org/10.3390/su15032126
https://doi.org/10.1108/IJM-03-2018-0096
https://doi.org/10.3390/risks9090170
https://doi.org/10.3390/su14010154
https://doi.org/10.1007/s13132-022-00904-3
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However, the awareness of business owners, especially MSMEs in the culinary 

industry, regarding the protection of intellectual assets such as trademarks is very low. 

This increases the likelihood of plagiarism, idea theft, and an inability to compete in 

the broader market. According to a 2023 survey by the Directorate General of 

Intellectual Property at the Ministry of Law and Human Rights, only 23.5% of 

traditional culinary MSMEs have officially registered their trademarks. This condition 

leads to a high number of trademark ownership disputes, with 427 cases recorded 

throughout 2023-2024, a 32% increase from the previous period. According to data 

from the Indonesian Consumer Foundation, there was a 47% increase in cases of 

traditional culinary brand piracy during the 2020-2024 period. This phenomenon is 

not only occurring at the national level. However, it is also extending to international 

expansion, where foreign entities have patented some traditional Indonesian culinary 

products without permission from the original owners in Indonesia. This condition 

underscores the urgency of comprehensive legal protection. 

For example, a case of culinary brand ownership dispute in Indonesia is the 

"Fettucheese" snack food trademark dispute, which is one of the culinary businesses 

owned by an SME in Bali. This dispute arose because another party claimed the 

trademark was like their own business trademark and then registered it with the DJKI. 

The problem began when the owner of the "Fettucheese" business, who had been 

producing and marketing their products locally for a long time, failed to register their 

trademark promptly. This condition was exploited by other parties to file the 

trademark "Fettucheese" first. As a result, when the original owner applied for 

trademark registration, the application was rejected because it was substantially or 

entirely like a previously registered trademark. This situation led to a legal dispute 

because the original owner felt aggrieved. They argue that the name "Fettucheese" 

was already in use long before others officially registered it. The dispute was then 

pursued through legal channels, with a mechanism for objections or cancellation 

lawsuits against the trademark in a commercial court. This case highlights the 

weakness of legal protection for MSMEs, who often fail to recognize the importance 

of trademark registration from the outset. Many MSME actors focus on production 

and marketing but neglect the legal and formal aspects of intellectual property. In fact, 

late registration can lead to the risk of losing exclusive rights to a brand that has been 

painstakingly built. 

The regulatory framework for trademark protection in Indonesia itself has 

undergone several significant changes, particularly with the enactment of Law No. 20 

of 2016 concerning Trademarks and Geographical Indications, which replaced Law 

No. 15 of 2001. Nevertheless, implementation in the field shows a gap between 

normative provisions and the business practices of SMEs.
14

 Unlike Indonesia, South 

Korea and Singapore have adequate intellectual property protection systems to 

promote innovation and SMEs. In South Korea, trademark protection is managed by 

the Korean Intellectual Property Office (KIPO), which serves not only as a registration 

agency but also as an education and innovation centre. KIPO provides complete 

digitalisation services for trademark registration, thereby speeding up the process, 

 
14

 Lu Sudirman, Ampuan Situmeang and Fiona Fiona, ‘Enhancing Geographical Indications Product 

Protection: A Comparative Study of Indonesia and India’, Journal of Judicial Review, 25.2 (2023), 287 

https://doi.org/10.37253/jjr.v25i2.8308  

https://doi.org/10.37253/jjr.v25i2.8308
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reducing costs, and minimising unilateral claim practices. Additionally, the South 

Korean government is encouraging collaboration between SMEs and research centres 

and universities and is providing special subsidies for intellectual property registration 

fees for small businesses. This aims to ensure that SMEs are not only legally protected 

but also able to optimise their brands as commercial assets that enhance 

competitiveness in the global market.
15

 Meanwhile, Singapore, through the 

Intellectual Property Office of Singapore (IPOS), has a more proactive strategy by 

making intellectual property an engine for economic growth. IPOS not only facilitates 

trademark registration but also provides business consultation, startup incubation, and 

access to international networks. Singapore even built the Asia IP Hub ecosystem, 

positioning the country as a regional centre for intellectual property protection, 

commercialisation, and dispute resolution. For MSMEs, this system provides legal 

certainty and opportunities for brand monetisation through licensing and strategic 

partnerships.
16
 

Previous research by Su Jung Jee (2023) states that there is a positive relationship 

between SME affirmation of informal IP protection measures and IP management and 

policies, which has implications for increasing SME value appropriation.
17
 Research by 

Chanchai Phonthanukitithaworn (2023) shows that intellectual capital in SMEs 

increases the recognition of opportunities for SMEs to develop open sustainable 

innovation, while sustainability-oriented initiatives and open innovation strategies 

must be well-placed. However, the study did not specifically address intellectual 

capital assets, namely intellectual property.
18
 Research by Hong Chen (2022) indicates 

that substantial intellectual property management (IPM) is crucial for maintaining 

competitive advantage and managing open innovation out (OI), which can enhance 

organisational commercialisation and entrepreneurial performance. Therefore, legal 

protection of intellectual property is essential. Research by Minh H. Do (2022) shows 

that companies operating in knowledge-intensive industries and relying primarily on 

intellectual property to create competitive advantage demand a well-developed 

intellectual property rights system to prevent their sources of profit from being 

imitated by competitors. However, this article does not focus on local SMEs.
19
 

Research by Joseph Amankwah-Amoah (2023) shows how improved or modified 

industrial design and trademarks can drive inclusive performance. Additionally, we 

demonstrate that besides perception-based innovation, intellectual property strategies 

are also important for innovation intensity and sales growth. As a result, our findings 
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indicate that the importance of innovation for competitiveness places intellectual 

capital at a critical point in knowledge management.
20

  

This research fills that gap by offering an ideal policy update for the legal 

protection of intellectual capital assets, specifically regarding intellectual property 

aspects related to SME trademarks. The urgency of this research stems from the fact 

that, despite the availability of regulations, protection practices in the field still face 

various obstacles, such as limited access to information, a lack of legal awareness 

among business actors, and weak monitoring and law enforcement mechanisms. This 

situation often leaves MSMEs in a vulnerable position, especially when their 

trademarks are taken over or claimed by other parties who formally registered them 

first. Considering the above, this research aims to: first, analyse and evaluate the legal 

protection regulatory framework for intellectual property in Indonesia and how it is 

implemented; second, identify intellectual property protection systems and practices 

in various countries; and third, formulate an ideal policy model for the legal 

protection of intellectual capital assets to strengthen the competitiveness and 

innovation of SMEs in Indonesia. By answering these questions, this research is 

expected to contribute theoretically and practically to the legal system for protecting 

intellectual property for SMEs. 

METHOD 

This research uses a normative legal research method, utilising secondary data as 

the primary source of analysis.
21
 The approach used includes a statutory approach to 

examine positive legal provisions, particularly Law Number 20 of 2016 concerning 

Trademarks and Geographical Indications. Additionally, a conceptual approach was 

used to analyse legal system concepts in order to assess the effectiveness of intellectual 

property law protection policies, particularly for trademarks, for SMEs. This was done 

using Lawrence M. Friedman's legal system theory, which includes legal substance, 

legal structure, and legal culture. This approach also serves as the foundation for 

formulating an ideal policy model for the legal protection of intellectual capital assets, 

particularly intellectual property, to strengthen the competitiveness and innovation of 

MSMEs in Indonesia. Additionally, a comparative approach is also used to compare 

with international practices in protecting intellectual property by SMEs, particularly in 

South Korea and Singapore. The data sources consist of primary legal materials such as 

national legislation, relevant international conventions or regulations, as well as 

secondary legal materials including scientific journals, books, and other research 

findings that support the analysis.
22
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RESULT AND DISCUSSION 

Legal Protection of Intellectual Capital Assets to Support SME Innovation 

Culinary SMEs are one of the fastest-growing sectors in Indonesia.
23

 According to the 

Ministry of Tourism and Creative Economy, in 2024, the culinary subsector contributed 

over 41.69% of the national creative economy's GDP contribution, with an average 

annual growth of 12.7% over the past five years. This figure confirms that culinary arts 

not only have an economic function but also serve as a representation of culture and 

gastronomic diplomacy.
24

 In Bali, for example, culinary SMEs such as coffee, palm 

sugar, or home-based culinary products are not only popular with residents but also 

attract foreign tourists. The growth of the tourism sector is directly proportional to the 

development of culinary SMEs.
25

 However, this high economic potential has not been 

matched by legal protection for intellectual property, which is an asset of intellectual 

capital. Intellectual property serves as a strategic instrument in supporting economic 

growth and driving innovation, particularly for SME actors.
26

 

When an SME markets goods or services under an unregistered brand, the business 

owner forfeits legal protection. Many SMEs, as small-scale industries, continue to 

disregard the importance of intellectual property protection. This tendency becomes 

evident in the persistently low number of trademark registrations submitted by SMEs to 

the Directorate General of Intellectual Property.
27

 According to a 2023 survey by the 

Directorate General of Intellectual Property at the Ministry of Law and Human Rights, 

only 23.5% of traditional culinary MSMEs have officially registered their trademarks. 

This condition leads to a high number of trademark ownership disputes, with 427 cases 

recorded throughout 2023-2024, a 32% increase from the previous period. According 

to data from the Indonesian Consumer Foundation, there was a 47% increase in cases 

of traditional culinary brand piracy during the 2020-2024 period.  

In fact, according to the World Intellectual Property Rights (WIPO), MSMEs have 

significant potential for growth and the development of product innovation and 

creativity.
28

 However, unfortunately, the awareness of MSME actors regarding the 

importance of utilising Intellectual Property Rights to support their business activities is 
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still low.
29

 On the other hand, identity or trademark, as a form of intellectual property, 

plays an important role in facilitating and enhancing the trade of goods or services.
30

 

This cannot be ignored, even though a brand is used to distinguish a specific good from 

other goods of similar form. There are various trademark counterfeits for similar goods 

at lower prices and lower quality than goods using the counterfeit brand. To make a 

quick and guaranteed profit is detrimental to entrepreneurs like MSMEs who produce 

original goods.
31
 

This phenomenon indicates a weakness in the legal protection system for the 

intellectual property of MSME products in Indonesia.
32

 According to Lawrence M. 

Friefman, the weakness of the legal system is caused by three factors: the substance of 

the law, the structure of the law, and the culture of the law.
33

 First, the substance of the 

law. Normatively, Indonesia already has quite comprehensive legal instruments in the 

field of intellectual property, particularly in trademark protection.
34

 Some relevant 

regulations include Law Number 20 of 2016 concerning Trademarks and Geographical 

Indications, which regulates the procedures for registering, protecting, and resolving 

trademark disputes;
35

 Law Number 24 of 2019 concerning Creative Economy, which 

emphasises the importance of intellectual property as a strategic economic asset;
36

 and 

Law Number 6 of 2023 concerning Job Creation, which simplifies several business 

registration procedures, including trademarks.
37

  

Nevertheless, there are several serious weaknesses at the level of legal substance, 

including (1) the trademark registration procedure is still considered convoluted and 

time-consuming. Although some regulations in the field of Intellectual Property have 

now had their periods shortened, in practice, the registration process until the issuance 

of the certificate is relatively longer than the specified time. The length of the specified 
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period also does not guarantee that the right will be granted;
38

 (2) high registration 

fees.
39

 Based on the provisions of Government Regulation Number 45 of 2014, Second 

Amendment to Government Regulation Number 45 of 2014 concerning Types and 

Tariffs for Goods and Services and Types of Non-Tax State Revenue Applicable at the 

Ministry of Law, MSMEs are exempt from HKI registration fees. However, these fees 

are still considered burdensome, especially for micro and small businesses, and even if 

the registration application is rejected, the money already possessed by the applicant 

cannot be returned. Based on information from DJKI, the cost of trademark 

registration for MSMEs applying online is approximately Rp500,000 per class, while 

manual registration can reach Rp600,000 per class. This is quite different from 

registration for the public, which can cost up to Rp1,800,000 per class if done online, 

and Rp2,000,000 if done manually;
40

 (3) sanctions for trademark infringement often 

do not have a deterrent effect because infringers can easily change their trademarks and 

continue the same practices. Thus, although the legal substance is available, its 

effectiveness is still low. The existing legal substance is declarative but not fully 

protective.
41
 

Second, the legal structure responsible for protecting intellectual property assets, 

particularly trademarks, in Indonesia includes the Directorate General of Intellectual 

Property (DJKI) under the Ministry of Law and Human Rights as the registration 

body,
42

 commercial courts for dispute resolution, the police as law enforcement 

officers, and relevant ministries such as the Ministry of Tourism and Creative Economy 

and the Ministry of  Small and Medium Enterprises (MSME).
43

 However, in practice, 

this legal structure faces significant challenges. These challenges include, first, the limited 

human resources of law enforcement officers who deeply understand intellectual 

property issues, resulting in many cases being resolved from a general legal perspective 

rather than specialising in intellectual property.
44

 Second, the number of commercial 

courts is minimal, with only a few located in major cities such as Jakarta, Surabaya, and 

Medan. Consequently, SMEs in tourist areas like Bali face significant barriers, including 

distance, cost, and time, when accessing commercial courts. Third, the cost of litigation 
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is relatively high and often beyond the capacity of SMEs. Fourth, inter-agency 

coordination remains weak, particularly between the Directorate General of Intellectual 

Property (DGIP) and local governments that are closer to SME actors.
45

 This condition 

indicates that Indonesia's legal structure tends to favour large business actors with access 

to capital and legal advisors, leaving culinary MSMEs in a vulnerable position.
46

 

Third, the legal culture of society is also a very determining factor in the 

effectiveness of intellectual property rights protection.
47

 The low rate of trademark 

registration (23.5%) indicates that MSME actors do not yet view trademarks as a 

strategic asset.
48

 Some factors influencing this are: first, the low legal literacy of MSME 

actors who are more focused on production and distribution than brand protection;
49

 

second, the pragmatic view that brand registration is only necessary if the business is 

already significant; third, consumers who are not very concerned about brand 

authenticity, so counterfeit products remain popular; and fourth, the perception of a 

complex bureaucracy in the brand registration process, which leads to apathy among 

SME actors. This weak legal culture is what then drives the proliferation of piracy, 

plagiarism, and trademark disputes in the culinary sector.
50

 

It is the presence of these factors that will hinder product innovation and the 

improvement of SMEs. In the context of increasingly fierce market competition, SMEs 

are required to continuously develop and innovate their products to enhance 

competitiveness, expand market share, and ensure business sustainability.
51

 However, 

the process of product innovation is not a simple activity; it requires a combination of 

creativity, technical knowledge, intellectual capital, and adequate regulatory support. 

In practice, SMEs that successfully create product innovations often face serious 

challenges in the form of the risk of imitation or duplication by others, especially when 

their legal protection mechanisms are weak or not optimally utilised.
52

 This happens 
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because the nature of product innovation is more susceptible to reverse engineering 

compared to other forms of innovation, such as process innovation, marketing 

innovation, or organisational innovation. Reverse engineering allows competitors to 

copy the core ideas and technical designs of a product relatively easily, even without 

requiring significant research investment. This condition poses a serious threat to the 

sustainability of SMEs, given their often-limited financial resources, technology, and 

market access compared to large companies. This risk increases further if SMEs do not 

have clear and strong legal instruments to protect the results of their innovations, for 

example, through trademark rights.
53

 

In many cases, the main weakness of SMEs lies in their limited control over the 

complementary assets needed to commercialise innovation.
54

 These complementary 

assets can include distribution networks, mass production capabilities, access to 

advanced technology, or significant capital for marketing activities.
55

 Without mastery 

of these complementary assets, SMEs would be highly vulnerable to imitation practices, 

as competitors with greater resources could take over their innovative ideas, produce 

them on a broader scale, and then dominate the market. Therefore, protecting key 

technical knowledge is a strategic step that SMEs must take, especially in situations 

where they are unable to compete directly in terms of production and distribution.
56

 

Legal Protection of Intellectual Capital Assets to Support SME Innovation: A 

Comparative Study of Several Countries 

In the global context, legal protection for intellectual capital assets, particularly 

intellectual property (IP), has evolved into a strategic instrument with a dual function: 

as a mechanism for protecting rights and as a tool for enhancing economic 

competitiveness.
57

 For small and medium-sized enterprises (SMEs), the position of 

intellectual property is not only seen as a shield against the risks of piracy or 

counterfeiting,
58

 but also as intangible capital that can be transformed into a 

competitive advantage in both domestic and international markets.
59

 Both developed 

and developing countries have recognised that without adequate legal protection, 

SMEs will face significant barriers to adapting to the dynamics of globalisation, free 
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trade, and digital integration.
60

 This is becoming increasingly relevant as the world 

enters the creative economy era, where the added value of a product is determined 

not only by its physical quality but also by the brand, innovation, design, and 

reputation associated with the product. Interestingly, some East Asian countries, such as 

South Korea and Singapore, can serve as very relevant references. These two countries 

have successfully built an ecosystem for the legal protection of intellectual property that 

is integrated with creative economic development policies. The approach they used not 

only emphasised regulatory aspects but also encouraged education, incentives, and the 

utilisation of AI as a tangible business instrument.
61
  

First, the legal protection of intellectual capital assets in the form of intellectual 

property in South Korea.
62

 South Korea is one of the most progressive countries in Asia 

with its intellectual property protection system. Through the Korean Intellectual 

Property Office (KIPO), the government not only provides an efficient trademark and 

patent registration mechanism but also offers registration fee subsidies for SMEs.
63

 This 

scheme is designed to ensure that capital limitations do not become an obstacle for 

small business owners in protecting their intellectual property. Additionally, South 

Korea has developed an integrated digital platform, allowing trademark registration to 

be done online with a significantly shorter processing time compared to Indonesia. 

Furthermore, KIPO actively provides legal and technical assistance to SME actors, 

including through the IP-DESK program located in various major cities and industrial 

centres.
64

 As a result, the awareness and participation rate of SMEs in IP registration is 

relatively high. This South Korean approach demonstrates that IP protection is not 

merely a matter of regulation but is also closely linked to public policy support and 

economic incentives.
 65

 By providing subsidies and speeding up services, the 

government directly lowers barriers to legal access for SMEs.
66

 

Second, Singapore provides legal protection for intellectual capital assets in the form 

of intellectual property.
67

 Singapore has regulations regarding intellectual property 
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rights, particularly trademark law. Singapore's trademark law does not directly define a 

trademark. The Intellectual Property Office of Singapore (IPOS) stipulates that a 

trademark must satisfy two essential requirements. First, the sign must be capable of 

graphical representation. Second, the sign must be able to distinguish the goods or 

services offered in commerce by one party from those of another. IPOS adopts an 

open and inclusive approach to the definition of “sign,” as it provides only illustrative 

examples rather than an exhaustive list of what may qualify as a sign.
68

 

Through these regulations, there are two forms of protection provided to registered 

trademarks: prevention and enforcement, as implemented in Indonesia. Singapore was 

once categorised as the "world's piracy capital" by J Leahy in 1984. Since then, 

Singapore has done extensive work to develop its IP regime.
69

 Interestingly, in less than 

three decades, Singapore experienced rapid economic growth and is now considered 

one of the best Intellectual Property Regimes in Asia.
70

 There are two forms of legal 

protection for intellectual property in Singapore: first, preventive legal protection. SME 

business owners who register their trademarks will receive more guaranteed protection 

through a rigorous registration process that screens out trademarks similar or identical 

to those already registered.
71

 This strict registration process will reject any applicant 

with a similar mark, preventing potential conflicts that could lead to trademark 

counterfeiting and other forms of infringement. This allows registered trademarks to 

enjoy the legal monopoly benefit of their registration as proof of ownership of the 

mark and enables them to sue other parties for trademark infringement.
72

 

Second, repressive legal protection. The owner of a registered trademark has the 

exclusive right to use the trademark and authorise others to use it.
73

 However, the 

merchant has the right to seek compensation from parties who infringe on their 

trademark. Infringement is defined as when someone violates a registered trademark 

without obtaining consent from the trademark owner, resulting in the creation of a 

trademark that is identical or like the original. Well-known brands are highly targeted 

because they are popular.
74

 Therefore, the law establishes rights for well-known 

trademarks. Trademark infringement of a well-known trademark is indicated if it was 
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first registered without the consent of the well-known trademark owner and if the 

creation of the trademark is confusing, such as the association of the infringing mark 

with the well-known trademark, and any other form of damage arising therefrom.
75

 In 

the case of the owner experiencing an infringement, they can file a protest with the 

court against the party that initiated the infringing action. The court can award 

damages to the owner, such as court orders, compensation, and profit reports that 

account for the form of profit generated from the infringing actions. More specifically, 

in the case of counterfeit trademarks, the plaintiff is entitled to all damages and profits 

caused by the infringement, as well as statutory damages not exceeding $100,000 for 

each type of goods and services counterfeited and not exceeding million in the 

aggregate, unless the plaintiff can prove that the plaintiff's actual damages from the 

counterfeit products exceed million.
76

 Additionally, Singapore has implemented an 

innovative policy called the IP Financing Scheme. This program allows business owners 

to use their intellectual property rights as collateral for credit to obtain financing from 

financial institutions. Thus, KI not only serves as a protective tool but is also 

productively utilised as real economic capital. This mechanism makes KI a business 

instrument capable of opening access for SMEs to banking and capital markets.
77

 

Based on the explanation of intellectual property law protection, particularly 

trademark rights in South Korea, Singapore, and Indonesia, the following table 

illustrates the relevant information. 

Table 2. Comparison of Intellectual Property Legal Protection between Indonesia, Singapore, and South Korea 

Country Regulation Registration Feen Protection 

Mechanism 

Legal Culture 

Indonesia Indonesia Law Number 

20 of 2016 concerning 

Trademarks and 

Geographical Indications; 

Law Number 6 of 2023 

concerning Job Creation 

Rp500.000-

Rp600.000 per 

class 

Preventive and 

repressive, but 

weak law 

enforcement  

Low awareness, 

permissive 

consumers 

South Korea Korean Intellectual 

Property Office (KIPO) 

Government 

subsidised for SMEs 

Preventive (efficient 

registration), 

repressive (fast 

dispute resolution) 

High public 

awareness 

Singapore Intellectual Property 

Office of Singapore 

(IPOS) 

Relatively 

expensive, but 

grants and 

incentives are 

available 

Preventive (strict 

registration 

process), repressive 

(high damages, up 

to SGD 1 million) 

High, consumers 

value official 

brands 

Source: processed by the Author from various sources 

Based on the table above, it offers lessons learnt on the legal framework for 

intellectual property protection that can be applied in Indonesia. Indonesia has a 

relatively adequate regulatory framework through Law Number 20 of 2016 
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concerning Trademarks and Geographical Indications.
78

 However, in practice, there 

are still many obstacles, including high registration fees, complex bureaucratic 

processes, limited access to commercial courts, and low legal literacy among SME 

actors.
79

 From South Korea, Indonesia can adopt policies to subsidise registration fees 

and simplify procedures, making it easier for traditional culinary MSME actors, such as 

Balinese coffee producers, palm sugar producers, or producers of regional speciality 

culinary products, to protect their trademarks.
80

 From Singapore, Indonesia can learn 

the importance of systematic education and the utilisation of AI as an economic 

instrument, for example, by developing AI-based financing schemes (IP-based 

financing) that can help SMEs access business capital. 

Integrating intellectual property rights protection with the development of the 

creative economy is a strategic step to strengthen the competitiveness of Indonesian 

SMEs on the global stage.
81
 Formalistic protection alone is not enough; there needs to 

be synergy between regulation, structural support, and changes in the legal culture of 

society.
82

 In this regard, the models of South Korea and Singapore can serve as a 

comprehensive reference for creating a more inclusive, efficient, and SME-friendly 

intellectual property legal protection system.
83

 Thus, strengthening the legal 

protection system for intellectual capital assets is not only an effort to protect 

individual rights, but also part of a national development strategy aimed at making 

SMEs a high-level competitive engine for economic growth globally.
84

 

Legal Protection of Intellectual Capital Assets to Enhance SME Competitiveness and 

Innovation 

The ideal model of legal protection for intellectual capital assets serves not only as 

a legal instrument but also as a mechanism for sustainable economic development.
85

 

In the context of SMEs, IP protection should be understood as a guarantee of business 
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continuity and a foundation for innovation growth.
86

 Therefore, a legal system design 

is needed that can overcome the structural, substantive, and cultural weaknesses of 

the law that are currently still inherent in practice in Indonesia.
87

 First, from the aspect 

of legal substance, the ideal model demands more responsive regulations to meet the 

needs of SMEs. The current registration procedure for intellectual property, which is 

relatively long, complex, and expensive, needs to be simplified.
88

 The best approach is 

to implement a digital, fast-track registration mechanism with affordable costs, 

supported by government subsidies.
89

 This aligns with the practice in South Korea, 

which successfully expanded registration access for SMEs through state financial 

support.
90

 In addition, protection for geographical indications, traditional recipes, and 

trade secrets of regional culinary specialities must be expanded, considering 

Indonesia's rich local culinary heritage has excellent potential to become a global 

economic asset.
91
 

Second, from the aspect of legal structure, intellectual property protection should 

not be centralised only at the Directorate General of Intellectual Property in Jakarta 

but instead needs to be developed in a decentralised manner.
92

 The ideal model is the 

establishment of a Regional IP-Desk, collaboratively managed by local government, 

universities, business associations, and creative communities. This Regional IP-Desk 

serves as a centre for consultation, registration, and dispute resolution assistance, 

providing quick and affordable services. Alternative dispute resolution systems such as 

mediation and specialised IP arbitration need to be strengthened so that SMEs are not 

burdened with the costs and time of litigation in court. With a closer and more 

adaptive structure, legal protection can be more evenly distributed across Indonesia, 

including Bali, which is rich in culinary and cultural products.
93

 

Thirdly, from the perspective of legal culture, the ideal model of IP protection must 

be able to build collective awareness among both business actors and consumers.
94
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Education about intellectual properties needs to be integrated into the 

entrepreneurship curriculum in schools and universities and expanded through training 

programs for SME actors in the culinary and creative economy sectors.
95

 Furthermore, 

society as consumers must be encouraged to cultivate a culture of valuing original 

products, so that demand for counterfeit products naturally decreases. Public 

campaigns about the importance of valuing local creativity can strengthen a healthy 

business climate while also supporting Indonesia's position on the global stage as a 

country with competitive intellectual wealth.
96

 These three aspects are an 

interconnected whole. An ideal legal protection model for intellectual property is not 

sufficient with just regulatory updates; effective institutions and a progressive legal 

culture must support it.
97

 With this combination, IP not only serves as a legal shield 

for SMEs but also as a strategic instrument for creating innovation, expanding markets, 

attracting investment, and enhancing global competitiveness.
98

 

Furthermore, this ideal model must also integrate intellectual properties 

protection with creative economic development policies. This can be achieved 

through an intellectual property financing scheme, which utilizes intellectual property 

as collateral for a loan.
99

 Singapore has successfully positioned brands and copyrights 

as economic instruments that facilitate access to financing, and Indonesia must adopt 

comparable mechanisms to reinforce its innovation ecosystem. Such an approach 

ensures that small and medium enterprises (SMEs) not only receive legal protection 

but also secure access to capital for business growth. By establishing an ideal model of 

intellectual property protection that is responsive, inclusive, and oriented toward 

innovation, Indonesia strengthens the role of SMEs as a pillar of the national 

economy. Within this framework, intellectual property protection functions not as a 

mere administrative obligation but as a strategic, long-term investment that sustains 

business continuity, enhances competitiveness, and advances the nation’s reputation 

through economic and cultural diplomacy.
100

 

 

CONCLUSION 

Based on the discussion presented, it can be concluded that, first, the 

implementation of legal protection for intellectual capital assets, particularly 
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intellectual property, in Indonesian culinary SMEs still faces challenges such as 

complex registration bureaucracy, high costs, weak law enforcement, and low literacy 

among business owners, thus hindering innovation and competitiveness. Second, 

comparisons with South Korea and Singapore show that an efficient intellectual 

property protection system, integrated with economic incentives and supported by a 

strong legal culture, can make SMEs more competitive. Third, Indonesia needs to 

build a responsive, inclusive, and adaptive legal protection model for intellectual 

capital assets, particularly intellectual property, by simplifying regulations, 

strengthening regional institutions, and public education, so that intellectual property 

not only functions as a legal instrument but also as a strategic asset to strengthen 

innovation, expand access to financing, and make culinary SMEs the driving force of a 

globally competitive creative economy. 
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