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Abstract: There have been several decades since the creative and cultural economy (CCE) was praised
for its contributions to long-term socio-economic development and also for its sustainable approach
concerning the main production factors involved by the creative industries—human intellect and
talent—and cultural ones, and now, more than ever, the creative sector could be perceived as vital
in facing and recovering from the several crises of recent years. In order to determine the “recipe”
of a flourishing local CCE, our research continues analysing seven Romanian cities, by assessing
several influential factors considered as catalysts of the CCE, such as: student populations, young
populations, and local public expenditure on culture during 2008-2019 for the selected creative
cities. In this paper, we will determine the connection between these catalysts of the local CCEs’
development as independent variables, and two economic dimensions, the number of employees
and turnover, as the dependent variables. The determination of this correlation started by using the
observation method and the method of multiple regression, but further investigation was needed, so
the present paper deepens the research by approaching the panel data method. Our results prove an
existing correlation between the analysed variables, some of them influencing positively, and others
negatively.

Keywords: creative economy; cultural economy; creative cities; catalysts; economic performance;
panel data

1. Introduction

In recent years, the global economy has faced various challenges which created turbu-
lences difficult to recover from; 2020 came with the COVID-19 pandemic and its imposed
restrictions affecting the economic activities and the labour market; 2021 combined the ef-
fects of the partial restrictions kept in order to prevent the spread of the virus, the measures
adopted to recover in the post-pandemic times, and increasing gas prices; and 2022 adds
to this succession of crises the war between Russia and Ukraine and something more, the
inflation crisis. All of these add up to several threats, starting with the permanent existence
of the COVID-19 virus in our lives and continuing with increasing prices and lowered
living standards, the uncertainty of the gas supply, the Russian war, and possible food
crisis due to the shortage of supply—another effect of the current war. These conditions
have to be addressed with fast and sustainable economic recovery, and one of the possible
solutions could be the CCE. In this respect, the present paper aims to determine how the
CCE could be enhanced in urban areas, and therefore, which are the factors influencing
the CCE.

The typical creative activities imply exploiting the human mind and talent and also
cultural heritage. The CCE has provided high contributions to economic growth and
development as the creative and cultural industries (CCI) are generators of high added
value. These industries are appealing for investments and for the labour market, but there
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are also certain aspects necessary in order to work and operate in the creative sectors; these
aspects will be presented in this paper as influential factors, these being chosen based on
the literature regarding the creative cities and the creative class.

Another reason to consider the CCE a key element in facing the current crises and in
the recovery process is its high resilience and sustainability due to the intangibility of its
main raw materials—ideas, talent, and culture—and so it does not rely on high volumes
of traditional raw materials’ transformations; as the United Nations noticed, the creative
sectors are some of the fastest growing in the world, generating jobs quickly and at lower
costs than almost any other sector [1]. Additionally, several studies were dedicated to
assessing the impact of the 2008 crisis on the creative economy and proved that the creative
sectors were more resilient than others [2-4]. Even more, recent research on the pandemic’s
effect on the CCE proved the adaptability and resilience of these sectors [5,6]. The resilience
of the local CCE during 2020 and 2021 is analysed and discussed later in this paper.

On the other hand, analysing the creative sectors of the urban local economies and
assessing the influencing factors provide the means to enhance the attractiveness of the
analysed cities; the cities with high-performing economies are known to be attractive
to individuals looking to improve their living standards or simply to find a job, but the
creative sectors help to create a cultural identity, transforming the city into a creative one,
and also enhancing civic pride [1]. High and stable incomes along with the feelings of
belonging and pride should be on Romania’s governing institutions’ list since the country’s
population is around 19 million persons [7], continuously decreasing since 2007 (when
the population was over 21 million persons)—the year when Romania became part of the
European Union. Considering the possibility to attract those who emigrated and also to
keep those who are still living in the country, the development of creative cities, with better
living and working conditions [8], is crucial for the future.

In this paper, we analyse and verify the correlation between the CCI’s performances
as the number of persons employed, recorded turnover, and several influential factors on a
local level of several selected Romanian cities, considered as representative of the concept
of a creative city. In our view, the catalysts of the local CCE are represented by the student
population, assessed in two dimensions: as a share of the local population and a share of the
total number of Romanian students (Bachelor studies); the young population (25-29 years)
was assessed as a share of the local population. Lastly, the local public expenditure on
culture, recreation, and sports was also assessed in two ways: as a share of the local budget
and as an allocation per person (RON/capita). Initially, we were interested only in culture
expenditure, but the reporting method of the local institutions included them in a category
alongside expenditure on recreation activities, which on the other hand are related to our
research as elements of the local amenities, cultural diversity, and social inclusion. We find
it relevant to consider the entire public expenditure on recreational activities, even if these
include sports as well because engaging in sports or attending sports events represent other
kinds of leisure activities, which are essential for crafting the behaviour of a consumer also
interested in creative and cultural goods and services; moreover, the chosen cities have
a more pregnant cultural identity (this being one of the reasons the analysed cities were
chosen), so we assume a large percentage of the public allocations concern culture.

The analysed influential factors represent the object of the current research due to the
possibility of finding ways in which the regulations, investments, and policies of the public
authorities could enhance the CCE. Highlighting the importance of education, especially
tertiary education, should bring into light the crucial need for a highly qualified labour
force. Providing a wide range of academic qualifications suitable for a safer professional
future, alongside activities with high added value outputs, and also ensuring the work
conditions and amenities necessary to keep or attract qualified young professionals in
the creative cities, should represent the aims of the local public institutions, these ones
having the means to meet the mentioned goals. Therefore, the current paper aims to find
the “ingredients” that the public authorities could add or “enhance” in the “recipe” of a
successful urban CCE. Analysing Romania from this perspective is new and beneficial, not
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only for the Romanian economy but also for other countries similar in culture, history, and
geographical localisation. We should consider that Romania turned to a capitalist economy
after the fall of communism in 1989 and joined the European Union in 2007, so its economy
has been evolving during these more than 30 years, and also the population was strongly
impacted by these major changes, embraced easily by some, and with difficulties by others.
A capitalist economy of almost 33 years is still new, and the Romanian culture and values
still suffer from some of the communist reminiscences, so analysing the CCE of such a
country raises various questions regarding the mindset of its population. Considering
the recent events related to the Russian war, with Ukraine’s and Moldavia’s intentions to
adhere to the European Union, we could foresee some of the challenges these countries
will face which were also encountered by the Romanian economy and definitely by other
European economies as well (for example, the free movement of the labour force in the
European Union, determined numerous persons to leave Romania and look for better
jobs in Western countries, and so their economies were influenced by that new input of
labour force). For economic sustainability, a certain balance should be crucial; instead
of emigrating to attain economic abundance, it can be created in the country of origin if
the domestic economy is developed enough and suitable for the existent labour force’s
qualifications. Obviously, the creative sectors could represent a way of solving this social
and economic dilemma.

In order to find out the “recipe” of a successful CCE in a post-communist and young
European country, during 2008-2019, we analysed seven cities essential for the economic,
cultural, and academic environment of Romania: Bucharest, Cluj-Napoca, Timisoara, lasi,
Brasov, Sibiu, and Oradea. The analysed period does not include the years 2020 and
2021, these years being affected by the COVID-19 pandemic, and thus the restrictions
imposed in 2020-2021 make the data unsuitable, so those two years are unrepresentative
for our analysis; however, surely the effects of the actual crisis represent a future subject for
our research.

The catalysts analysed in this paper represent elements considered to have the ability
to enhance the CCE and, therefore, to determine growth and economic development in
the geographical area where the CCls flourish. We have previously studied the connection
between the selected variables, statistically verifying the existence of a correlation between
these catalysts and the dimensions of the local CCE—the employment and turnover levels
reached in the CCI. By analysing them, we observed a direct connection between the
selected variables, so we can attribute the performances of the local CCE to the student
population and also to the graduate population living in the analysed cities. Deepening the
analysis using the ANOVA approach and studying the correlation between the dimensions
of the local CCE and the catalytic factors, we were able to confirm the influences of these
factors, some of them to a higher, and others to a lower extent. As a result of the correlations,
the student population as a share of the local population and the public expenditure on
culture per capita have emerged as exerting the strongest influences on the local CCE.
The influential power of the first factor resides in the work supply offered by students
and in their demand for cultural and creative goods and services [6]. Turning to the
second influential factor, the public expenditure on culture per capita, we remarked that by
organizing various kinds of cultural events and activities, a large share of opportunities
emerges for: the cultural-creative business environment, the augmentation of cultural
consumption, and also for the debut and affirmation of the local artists. Applying Student’s
and Fisher’s t-tests, the existence of a statistical correlation between the dimensions of
the creative sector and some catalysts was confirmed; these influencing factors are the
share of students in the total local population, the share of students in the total number of
students in Romania, in some cases, the share of the young population in the total local
population (Bucharest, Brasov, lasi), and the public expenditures on culture per capita
(Sibiu, Timisoara), as well.

The present paper aims to continue to deepen the analysis of the selected influential
factors linked to CCEs’ growth. In order to reach our aim and to present our results, the
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next section of this paper synthesises a literature review of the most noteworthy approaches
regarding the development of the CCE in urban places, on local and regional levels on the
one hand, and on the other hand, the crucial factors for economic growth and development
in creative locations. The Section 3 comprises the methodological approaches undertaken
in order to test the relationship between the local economic performances and the supposed
determinants. Section 4 is designed for the empirical results of our research, the fifth for
discussions, and the last part comprises the conclusions.

2. Literature Review
2.1. Terminology

Our research interest is represented by the CCE; usually, this concept is referred
to only as the creative economy, but cultural industries are included as well, whether
they are mentioned separately or not. The cultural economy is part of the creative one,
and there is no definition of the creative economy’s concept without referring to arts,
heritage, or other cultural industries. The concept is presented in this manner in one of
the best-known definitions of UNCTAD identifying the creative economy as “the interface
between creativity, culture, economics and technology as expressed in the ability to create
and circulate intellectual capital, with the potential to generate income, jobs and export
earnings while at the same time promoting social inclusion, cultural diversity and human
development” [9], all of these being processed through the CCI. This concept is related
to exploitation through the production, distribution, and commercialisation of cultural,
symbolic, and expressive products and services with a higher intrinsic value [10].

An issue regarding the CCE is the inconsistency of the CCIs’ classification. The
framework of the economic activities included in these industries slightly differs from
country to country, or even from one institution to another, and leaves certain activities
outside the classification [1,11,12] as some scholars have highlighted “reference codes used
to classify cultural and creative industries into sectors do not always adequately reflect the
activities they actually engage in” [13].

Another concept related to the creative economy, even older in academic recogni-
tion [14], is the concept of the creative city, described as an urban area favourable for the
development of the urban regeneration and development of the creative and cultural indus-
tries [15,16], populated by people recognised as a creative class [17] and positively affecting
the area in the direction of urban regeneration and economic development [11,18-21]. The
creative class, as a concept, was recognised and put in the spotlight by Richard Florida and
includes all the persons engaged in creative industries or who conduct activities implying
a certain degree of creativity [17]. The contribution of the creative class’s members to
the economic development of the area where they are living is acknowledged by several
academics [16,22-25] due to their lifestyles [26,27] and also due to the generated vitality,
fame, and worldwide recognition of the place they inhabit [28]. Another aspect of the cre-
ative class to be valued for is their main characteristic, creativity; creativity is valued as an
inexhaustible resource with a constantly increasing influence on socio-economic processes
and economic development [29,30]. It is recognised as an advantage for those who possess
it [31,32], “people who have ideas are more powerful than people who work on a machine
tool and, in many cases, more powerful than people who have machine tools” [30], as a
guarantee for originality, the ability of new ways of thinking, and adaptability to new situa-
tions and crisis [11,30]. Thus, the spotlight falls on intellectual capital and its exploitation
targeting economic growth and development and avoiding future poverty [11,27,33].

Although, a creative city is not defined only by the presence of the creative class
but also by its amenities and events [34], as Skavronska stated precisely, “a major source
of creativity is invisible as it includes everything each person possesses—knowledge,
emotions, talent, spontaneity, intuition, memories, imagination, divergent thinking, the
ability to produce new and original ideas, problem-solving skills—and cultural assets and
civilization foundations of each society, such as cultural heritage, values, traditions” [11].
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However, there are also some negative aspects implied by the CCE; the concerned
literature highlights the heterogeneity of the economic activities included in the CClI,
causing various developments of disparities in these industries [35-38], the small size of
most companies operating in the CCI [39,40] and also the precariousness of the business
structure [37]—enterprises of this size with problematic structures are more likely to
experience hardship in times of crisis, higher medium and marginal costs, and therefore
lower competitiveness on the market. On the other hand, the CCI benefits and needs
agglomeration and geographical proximity, making possible the networking, project work,
inspiration, knowledge exchange, and spillover effects [39].

2.2. Catalysts of the Creative Economy’s Development

A way to assess an economic sector implies dimensioning its effects; considering
the CCE, its dimensions were analysed in many different forms such as the employment
of the creative class [18], but there are limits on the exact quantification of the creative
class, so it was often considered suitable to assess the number of the people employed
in the CCI whether they conduct creative activities [41] or not [42] and the revenues
generated by the CCI [13,37]; other dimensions taken into consideration were the number
of firms operating in these industries [43], the added value created [40,44,45], and the
spillover effects of innovations [33] and entrepreneurship in other economic sectors [46].
As previously chosen, we pursued to analyse the impact of the CCE as a job creation and
revenue generator.

The efficiency of the cultural and creative activities depends on and is enhanced by
some particular aspects; several academics considered the public institutions responsible for
the CCE’s stimulation and development [1,13,33,47-50], while others paid attention to the
concentration level of the economic activities [20,39] and also to the phenomenon of cluster-
ing [37,51,52]. Besides the proximity of suppliers or partners, Escalona Orcao et al. [53] also
assessed the proximity of consumers—the distance to urban markets—human capital, local
cultural specialization, and the number of firms. Human capital as a defining characteristic
of the creative economy is crucial for the development of this sector or of a city [16,28];
creative abilities, talents, and intellectual acquisitions appear as raw materials used in the
C(J, so there is no surprise that the level of education was considered as an influential
factor [42,54,55] and the public expenditure on education as determining human capital
formation, as Londar et al. noticed “a direct correlation between creative outputs and
human capital & research, and between creative outputs and knowledge & technology
outputs: the better the situation with the human capital & research and the development of
knowledge & technology, the more the creative outputs” [27].

As mentioned before, the talents and intellectual acquisitions of human capital rep-
resent resources; therefore, places such as countries, regions, and even rural or urban
areas where people possessing these kinds of resources live benefit from a competitive
advantage [19,56,57], and what is more, talent is one of the four T’s of Richard Florida’s
model. Due to this reason, a lot of research work is aimed at the development of the CCE
on local or regional levels [13,24,32,58—-60]. One of the most exhaustive research papers
on the influential factors of the creative economy belongs to Li and Liao [40], an analysis
of 30 indicators affecting the CCI; they chose to include in their analysis several factors
regarding cultural production (performances, books, and exhibitions), local population,
disposable income, family cultural expenditure, government expenditure on environmental
protection, government expenditure on culture, investments in R&D, the number of cultural
and creative industrial parks, employees in the city’s CCI, the number of scientists, the
number of international students, the number of colleges and universities, the number of
patent grants, etc. From all these, the most relevant influential factors of Shanghai’s CCI
were the “Cultural industry science and technology environment factor, Cultural industry
infrastructure environment factor, Cultural consumption environment factor, Cultural
industry human resource environment factor, Funding and policy environment factor and
Socio-cultural environment factor” [40]. As we notice, many relevant factors rely on cul-
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ture. We also took into consideration in our analysis the cultural factor due to the cultural
consumption enjoyed and characteristic for the creative class and also for those of superior
intellect, with culture behaving “much like any other commodity” [53], and so if there are
great levels of production and consumption, there are high levels of revenues and incomes.

Considering Romania and its urban areas as creative cities, Pintilii et al. [61] were
also interested in evaluating several Romanian cities as potential European capitals of
culture. Our approach fills the gap in the analysis of the relationship between the CCE'’s
dimensions and its catalysts using the panel data method in Romania; this method is also
used by Che Arshad and Irijanto [6] in investigating how CCI impacts the economies of
Malaysia, Indonesia, Singapore, Thailand, Vietnam, and Brunei Darussalam but during the
COVID-19 pandemic; this approach appealed to other academics as well, concerned by the
CCE’s research; for example, Innocenti and Lazzaretti [25] used this method in analysing
the link between the CCE and other economic sectors.

3. Methodology

The theoretical approach of the present paper was covered by using the ISI Web
of Knowledge resources and highlighting various important contributions related to the
subject concerning this work. The empirical part consisted of collecting data regarding
the economic performances of the local CCE (number of persons employed and turnover
recorded by the creative sectors) from a specialised site providing financial data concerning
private businesses established in Romania; therefore, our workings address the situation of
the private creative sectors, without including public institutions—this could be one of the
limits of this paper. Anyway, we consider private initiatives crucial for local economies’
well-being. Private capital attracted and invested in the economy creates new jobs and
generates revenues for individuals, companies, stakeholders, and local budgets. For the
panel data model, the data regarding the economic dimensions were collected for each city
and for the whole country for the years 2008-2019 by selecting all the 79 codes concerning
the activities included in the CCI from the national classification of the economic activities
of Romania as nominal values for the number of employees and nominal values/1000,
expressed in thousands of RON (Romania’s national currency) for the recorded turnover.
On the other hand, the demographic data were collected from the National Institute of
Statistics” database using nominal values, whereas the data used to present the CCE'’s
resilience had the same source (number of employees and revenues generated in the
private businesses operating in the CCI). In order to present a more reliable and clearer
situation, we chose to compare the urban CCE as shares in the local economies; once again,
the collected data considered only the private sectors.

The fundamental question of this paper is: what exactly enhances the development of
the CCE, and it could be a matter of local and national authorities and regulations? The
reasons to consider urban economies and the listed catalysts were presented in the previous
sections, and in the following sections, we assess the impact of the independent variables
on the CCI's turnover and the number of employees as dependent variables. Therefore, in
other words, we propose two hypotheses, as Figure 1 presents:

Hy, H3, Hs, Hy, Hg represent the number of persons employed in CClIs in urban
economies who are impacted by the influence of the student population (share of students
in the local population and share of students in the total number of Romania’s students
(Bachelor courses)), the young population (the share of young population (2529 years)
in the local population), the share of the local expenditure on cultural, recreational, and
religious activities in the total local expenditures, and the per capita local public expenditure
on cultural, recreational and religious activities (RON/ capita);

Hj, Hy, Hg, Hg, Hyp: the turnover recorded by CCls in urban economies is impacted
by the influence of the same independent variables mentioned in the first hypothesis.
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Figure 1. Catalysts of the local creative and cultural economy. Source: own representation.

The influence of the selected catalysts over the dependent variables was tested using
the panel data method, in order to deepen our previous research; we consider this method
more suitable for our research as the panel data method does not only assess the influencing
potential of each factor but also their aggregate and interrelated influence.

Statistical analysis was performed on the specific statistical packages, SPS524 (Armonk,
NY, USA: IBM) and STATA64 (College Station, TX, USA: Stata Corp). A significance level
of 0.05 was considered in all the analyses unless otherwise mentioned. The variables
were structured in panel data over a timeframe of twelve years. Panel data are used
because the same aspects are observed under different periods of time [62]. In this case,
the timeframe is between 2008 and 2019, and the investigated aspects are the number of
employees and turnover in relation to the share of students in the local population, the
share of students in the total number of Romania’s students (Bachelor course), the share of
the young population (25-29 years old) in the local population, the share of the local public
expenditure on cultural, recreational, and religious activities in local expenditures, and the
per capita local public expenditure on cultural, recreational, and religious activities in the
selected creative cities.

Panel models deal with fixed and/or random effects in data. The main difference
between the two models is in the role of the dummy variables. In a fixed effect model, a
parameter estimate of a dummy variable is part of the intercept, while in a random effect
model, it is an error component. The mathematical equations of the one-way fixed and
random effects models are,

Fixed effect model: yj = (o + 1;) + X't + Vit

Random effect model: yi; = o + X'yt + (U + Vi),

where u; is a fixed or random effect specific to an individual or time frame that is not
included in the regression.

The choice between a fixed or random effect model is taken based on the Hausman
specification test [63], with a null hypothesis that the preferred model has random effects.
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4. Results
4.1. The Resilience of the Creative Economy in the Selected Cities

Table 1 presents the share of the persons employed by CClIs in the total number of
employees in the local economies of the seven selected cities, which shows the importance
of the CCE in each analysed city, and it evolved during the years. We can definitely notice
that the CCEs of Cluj-Napoca and lasi increased substantially and employed many more
persons. During these years, the number of employees—in absolute values, which can be
accessed via the link provided as Supplementary Materials—from each city faced various
oscillations, and the percentage of the local total number of employees is affected both by
the local CCE and the local economies” evolution in general.

Table 1. Share of the creative class in general number of employees (%).

Romania Bucharest Cluj-Napoca  Timisoara Sibiu Brasov Tasi Oradea
2008 9.58 10.07 13.78 12.56 12.71 10.14 9.61 15.14
2009 9.08 9.62 13.56 9.81 12.02 9.67 8.80 16.20
2010 9.11 9.40 14.05 10.86 10.28 9.62 9.05 15.82
2011 9.21 9.62 16.37 10.77 10.69 10.17 9.75 15.67
2012 9.01 9.31 15.11 11.28 10.54 9.78 10.28 15.81
2013 9.13 9.35 15.38 10.71 10.64 9.86 11.55 16.35
2014 9.22 9.46 15.91 9.46 10.38 9.71 12.40 17.05
2015 9.31 10.00 16.68 9.94 10.34 9.78 12.93 16.39
2016 9.24 9.71 17.64 9.65 10.42 9.43 13.13 16.57
2017 9.47 10.75 19.56 9.17 10.24 9.74 13.77 15.54
2018 9.48 11.13 20.70 9.37 10.06 9.88 14.64 13.71
2019 9.47 11.51 21.90 9.87 11.85 9.87 16.01 12.27
2020 9.49 11.77 2297 9.46 12.87 9.98 18.06 11.60
2021 9.69 12.44 25.25 9.85 12.78 9.85 18.45 12.04

Source: own representation using information from [64].

Anyway, addressing the local CCE’s resilience in terms of the number of employees,
the years 2020 and 2012 present negative evolutions for the local economies of all the
selected cities; when we analyse more specifically the CCE, we notice that the number of
employees continuously decreased during these years in Bucharest, Timisoara, Sibiu, and
Brasov, mirroring the national trend. The other cities instead performed better; the city of
Iasi continued to increase the number of persons in these sectors even after the pandemic
started; Cluj-Napoca and Oradea, on the other hand, present a negative oscillation in the
number of employees for the year 2020, but the next one came with an improvement of
the situation.

Considering that all these are proved by the nominal values and the fact that the
share of those employed by CCls increased during 2020-2021 or kept a similar value to
those before the pandemic, we can deduce that even if the local CCEs were affected by
the lockdown, and so the number of employees was lower, when comparing it to the local
employment, certainly the CCEs performed better, presenting lower rates of dismissal
and keeping their employees on track with work. Definitely, the pandemic represented a
challenge for the adaptiveness of both individuals and businesses, but the rates prove that
in the Romanian creative sectors was found a way to address this challenge.

Analysing the turnover of the CCEs, we notice oscillations in the numbers due to the
economic crises of 2008-2009 and also due to the COVID-19 pandemic; apart from these,
generally, the recorded turnovers increased nationally and locally. The lockdown did not
affect the CCE as the previous crises did, and in terms of turnover, the figures even present
a better situation than the number of employees proved. The year 2020 hit the creative
economies of Bucharest, Timisoara, Sibiu, and the overall Romanian CCE; however, the
following year came with an improvement. The other cities managed to keep their figures
increasing even during these tough times, proving again that the creative sectors had found
ways to maintain their presence in the market.
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If we pay attention to the share of revenues earned by the creative sectors in total
local revenues, we notice a generally positive trend; Cluj-Napoca, Brasov, and lasi had
doubled their shares during the analysed period, these results correlating with the number
of persons employed. The city of Timisoara was the only one whose CCE lost importance
in the local economy during the years, but we should not forget that these ratios depend
also on the evolution of other sectors in the local economy (Table 2).

Table 2. Share of the creative turnover in general local turnover (%).

Romania Bucharest Cluj-Napoca Timisoara Sibiu Brasov Tasi Oradea
2008 5.52 7.40 6.25 8.26 6.02 431 6.50 6.79
2009 5.51 7.55 6.66 5.89 5.58 433 6.37 7.36
2010 5.32 7.09 6.71 4.60 5.29 424 6.87 7.78
2011 5.10 6.48 7.39 4.75 5.45 5.14 7.13 8.09
2012 512 6.42 7.95 4.83 5.26 5.44 7.41 8.25
2013 5.13 6.35 8.42 5.10 5.03 5.72 7.97 8.66
2014 5.31 6.57 9.47 475 4.86 5.83 8.99 9.58
2015 543 6.78 10.50 4.96 443 6.12 9.52 8.96
2016 5.55 6.91 11.90 5.66 4.69 6.28 9.94 9.44
2017 5.53 7.07 12.50 5.20 4.72 6.61 10.56 8.78
2018 5.59 7.27 13.35 5.76 471 7.33 11.42 7.75
2019 5.78 7.39 14.55 7.78 5.63 7.86 12.24 8.56
2020 5.91 7.74 16.31 6.33 5.40 8.27 13.47 8.28
2021 587 7.54 16.40 5.76 6.05 8.64 13.58 8.08

Source: own representation using information from [64].

The continuous development of the creative sectors is perceived also in the relative
figures in Cluj-Napoca, Brasov, and lasi, proving their rising importance in generating the
local economies’ turnover. For the city of Oradea, even if its economy enjoyed increasing
turnovers earned by the CCI, the ratio shows that other local sectors proved a higher
development. Another continuous negative evolution after the pandemic’s debut concerns
Timisoara, but both in nominal and percentage values; concerning the other analysed cities,
and also the national perspective, the values regarding 2020 present the negative impact of
the lockdown, but 2021 came with a revival of both local economies and local CCEs, the
latter recording higher values than those recorded in 2019.

The fluctuations during 2022-2021, even if negative, were not significant, so the
creative sectors proved resilience in facing the challenges brought by the lockdown.

4.2. The Influential Factors’ Relevance in the Selected Creative Cities of Romania

The descriptive statistics of the variables are presented in Table 3. The average number
of employees is 26,288, with a minimum of 5972 encountered in Sibiu in 2010 and a
maximum of 129,824 in Bucharest in 2019. The turnover ranges between 558 in Sibiu in
2009 and 44,944 in Bucharest in 2019, with an average of 5741 and an average deviation
from the mean of 10,421. The average share of students in the local population is 10.61%,
while the average share of them in the total population is 10.13%. The average share of the
young population in the local population is 8.19%. The average share of the local public
expenditure on cultural, recreational, and religious activities in the total local expenditure
is 8.67%, and the per capita local public average expenditure on cultural, recreational, and
religious activities in the selected creative cities is 221.95 RON.



Sustainability 2022, 14, 14658 10 of 18

Table 3. Descriptive statistics.

Variable Minimum Maximum Mean S.td..
Deviation
Number Of Employees 5972.00 129,824.00 26,288.1548  36,896.10306
Turnover 558.00 44,944.00 5741.5952 10,421.72134
Share Of Students In Local 5.53 2045 10.6150 442183
Population
Share Of Students II"I Total Student 236 43.56 10.1396 9.79482
Population
Share Of The Young Population 5.71 9.73 8.1986 0.93452
Share Of The Local Public 2.90 21.94 8.6718 419963
Expenditure
Per Capita Local Public Expenditure 75.00 888.00 221.9524 142.89055

The first hypothesis tests a model of the number of persons employed in regard to
the students’ share in the local population and in the total number of students in Romania,
the young population, the local public and per capita public expenditure in cultural,
recreational, and religious activities. The choice of the appropriate regression model of a
fixed or random effect was tested by the Hausman specification test (Table 4). The null
hypothesis of a preferred random effect model is rejected (p-value = 0.00).

Table 4. Hausman specification test for the first hypothesis.

- Coefficients -
E sqrt(diag(V_b-
(b) (B) (b-B) v
fe re Difference S.E.
Share of students in local 303.0995  —1449.117 1752216
population
Share of students in total 841.5239 3562965  —2721.441 1383043
population
Share of the young population —2381.688  —537.8025  —1844.605
Share of the local public 524474 2937484  —818.2224
expenditure
Per capita local public 8.025631  —4.574697  12.60033
expenditure

b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg

Test: Ho: difference in coefficients not systematic
chi2(5) = (b-B)'[(V_b-V_B)"('1)](b-B)
= 24321
Prob > chi2 = 0.0000

(V_b-V_B) is not positive definite

The fixed effect regression model statistics are summarized in Table 5. The model is
significant (p-value = 0.00). The number of employees is positively affected by the share
of students in the local population, the share of students in the total student population,
and the per capita local public expenditure. An increase of 1% in the share of students in
the local population leads to an increase of 303 in the number of employees, an increase
of 1% in the share of students in the total student population will increase the number of
employees with 841, and an increase of 1% in the per capita local public expenditure will
lead to an increase of eight employees. The share of the young population and the share
of the local public expenditure are negatively correlated to the number of employees. An
increase of 1% in the share of the young population impacts the number of employees with
a decrease of 2.38, and an increase of 1% in the share of the local public expenditure impacts
with a decrease of 5.24.



Sustainability 2022, 14, 14658

110f18

Table 5. Fixed effect regression model of the number of employees.

Std. [95% Conf
Number of Employees Coef Err. t p> Itl Interval]
Share of students in local 15.50331,
population 303.09 144.26 2.1 0.039 590.6956
Share of students in total student 449.7754,
population 841.52 196.51 4.28 0 1233272
. —3488.08,
Share of the young population —2.38 555 —4.29 0 > 1275295
Share of the local public —1022.173,
expenditure > 250 —21 0.039 >—26.7749
Per capita local public expenditure 8.03 5.84 1.37 0.017 —3.62813,
P p P : : : : 19.67939
26,606.15,
Cons 36,800 5130 7.18 0 47.056.36

F test that all u_i = 0: F(6, 72) = 86.85

Prob > F = 0.000

The second hypothesis is about the impact of the same factors on turnover. Hausman
specification test results are summarized in Table 6. The appropriate model is a fixed-

effect one.

Table 6. Hausman specification test for the second hypothesis.

- Coefficients -
E sqrt(diag(V_b-
(b) (B) (b-B) v
fe re Difference S.E.
Share of students in local 190.2537 —467.0277 657.2814 34.99897
population
Share of students in total ~140.3344 981.4866 ~1121.821 127.1944
population
Share of the young ~2151.716 ~1027.949 ~1123.767
population
Share of the local public 5785555 ~12.11001 —566.4455
expenditure
Per capita local public 8.680324 0.5188786 8.161446
expenditure

= 106.80
Prob > chi2 = 0.0000

b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg

Test: Ho: difference in coefficients not systematic

chi2(5) = (b-B)’[(V_b-V_B)*(—1)](b-B)

(V_b-V_B) is not positive definite

The fixed effect model parameters are summarized in Table 7. Except for the share
of students in the local population, all variables are significant and have a 0.05 level
of significance. For the share of students in local population, a 0.1 significance level is
considered. The share of students in the local population and the per capita local public
expenditure positively affect the turnover; for both, an increase of 1% will increase the
turnover by 190.25 and 8.68, respectively. The remaining variables negatively impact the
change in turnover. A 1% increase in the share of students in the total population decreases
the turnover by 140.334, while in the share of the young population, it decreases the
turnover by 2151.71. An increase of one percent in the share of the local public expenditure
decreases the turnover by 578.55.
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Table 7. Fixed effect regression model of turnover.

[95% Conf

Turnover Coef Std. Err. t p> Itl Interval]
Share O; s;‘;clljtrl‘gim local 1902537 1015767 1.87 0.065 _31925553517 %
Share ‘g;‘ﬁ:{i‘;m ol 140334 1383625 101 0.031 A
e T
Per szgg;gfﬂrféubhc 8.68 412 211 0.038 0;225;59 45;'
cons 25,900 3610 7.17 0 ;’28%27‘;

F test that all u_i = 0: F(6, 72) = 18.34
Prob > F =0.000

5. Discussion

The results lead us to a clearer understanding of how the CCE is spurred on in the
analysed locations; all the independent variables selected in our study proved a certain
influence over the dependent variables, some of them a positive influence, and others, a
negative one, as the following table presents (Table 8).

Table 8. The influence of the analysed factors over the economic dimensions of the urban creative
and cultural economies.

Number of Recorded
Influence Factors
>Employees Turnover
Share of students in the local population Positive Positive
Student .
>population Share of students in the total number of Positive Neeative
P Romania’s students (Bachelor courses) 8
Yo h f th lation (252 . .
oung Share of t e young popu atlon.( 5-29 years) Negative Negative
>population in the local population
Share of the local public expenditure on
Local public Culturai,. r.etc.rea.tlczcr}ialtar;d1 Il‘ehgllous Negative Negative
expenditure on >activities in dg otal loca
culture, recreation P tal >ei<perll) lilture i
and sports er capita loca public expen }tl.lre on N -
cultural, recreational and religious Positive Positive

>activities (RON/capita)

The number of persons employed in the creative sectors is enhanced by three factors:

the share of students in the local population;
the share of students in the total number of students in Romania;
the per capita local public expenditure on culture, recreational, and religious activities.

Therefore, the more students a city attracts, the more persons are employed in creative
sectors; this aspect is important both as part of the local population and as to how many
students studying in Romania choose one of the analysed cities. This means that the
population composition should include a large number of students, as this determines
positive effects on the number of employees. This aspect could be motivated by the students’
demand for creative products and services, this type of population being more concerned
with exploring and spending their free time with friends and other people of their age,
without having the pressure of a family or the difficulties in balancing professional and
family lives. Therefore, students have more time and interest in these types of outputs,
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and so the CClIs have to employ and produce more. The limit of this interpretation is the
consideration of the student population without considering its income sources. On the
other hand, the high presence of students in a city could represent a source of the labour
force for the creative sectors: a curious, inspired, passionate, and cheap labour supply, due
to their lack of experience and also due to their main interest on studying; usually, the jobs
held during studenthood are just an extra source of income or a launching ramp into the
career they are preparing for.

Moreover, the higher the allocation for cultural, recreational, and religious activities,
the higher the employment in the local CCE; even if the dimensions we study concern
private companies, it seems that local budget allocation enhances their activities, proving
that the institutional demand in organising celebrations and other festivities relies on the
private creative supply; these events also create a market for diverse creative products
and services.

The other analysed independent variables have a negative impact on the number of
employees; continuing with public expenditure, when analysing the share of expenditure
on cultural, recreational, and religious activities in the local public expenditure, there was no
positive correlation with the number of employees; what is more, it was a negative impact.
This means that the local public allocation is still important, as seen in the correlation
with the per capita expenditure, but when the allocation is enhanced compared to other
public expenditures, the number of employees decreases; this fact proves the importance of
other public expenditures at local levels in supporting the local employment or demand for
creative outputs.

The young population aged between 25-29 years impacts negatively the number of
employees, showing that employment in the creative sectors of the analysed cities has a
different age structure. Considering the positive influence of the student population, it
seems that creative employment relies on this population for its work supply and output
demand; although we cannot prove the positive impact of the older population, we assume
that this could also benefit the CCI, but further research should be undertaken. Even if
we could presume the population aged between 25-29 years should benefit from higher
incomes than the student population, the reasons for consuming creative goods would
make the difference in impacting the demand, the former being concerned rather with
building a career and a family, so not having so much available time for leisure or other
activities involving creative goods.

Paying attention to the catalysts of the recorded turnover, we notice that in this case,
only two of the studied factors positively impact this dimension, and these are:

e the share of the student population in the local population;
e the per capita expenditure on cultural, recreational, and religious activities.

The other three independent variables definitely have an influence over the recorded
turnover, but a negative one.

The positive impact on the turnover of the two independent variables should be
explained in the same way, as they benefit the number of persons employed in creative
sectors, considering that these two variables positively impact both dependent variables.
The student population in the local community is crucial for enhancing revenues, but how
many of Romania’s students are attracted to the analysed cities does not determine the
revenue increases, but the opposite. This aspect is strange, considering it enhances the
number of employees, but this contradiction proves that creative sectors rely on employing
students. When it comes to turnover, being a highly attractive university centre of the
country does not enhance earnings but proves that the low income levels of students matter;
they present an important category of creative clients, but for a local CCE to be spurred on,
the higher earnings come from those clients benefitting from higher income levels.

The negative influence of the other two independent variables, the share of the young
population in the local population and the share of local public expenditure on cultural,
recreational, and religious activities in the local public expenditure, impact the turnover
due to the same reasons presented for the number of employees.
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Anyway, the two hypotheses are validated. All five determining factors chosen for this
analysis exert a certain influence, some of them enhancing creative dimensions and others
having the opposite effects on them. Enhancing the two studied dimensions of creative
economies on local levels proves the benefits coming from public stimulation and support
in attracting students and higher allocations for per capita expenditure. The increase in the
number of students in a city and the local budget for cultural, recreational, and religious
activities should come with an increase in the local population’s income level—in other
words, employing more experienced and specialised professionals—and the budgets for
other public needs; this fact proves a possible positive correlation between the CCE and the
development of other sectors on the local level, but this represents a future research project.

6. Conclusions

The CCE gained recognition for its contributions to income generation, job creation,
tolerance and social inclusion enhancement, and also for the high added value created in
the CCI. Additionally, as presented in this paper, the CCE’s resilience was proved in the last
two economic crises—the 2008 crisis and the more recent crisis caused by the COVID-19
pandemic—in several different countries and regions. Enhancing the CCE represents the
trigger for sustainable economic development in urban areas, and the CCE’s sustainability
is proved on all three pillars:

economic: job creation and income generation specific to high added value creation;
social: job creation, self-expressiveness, and social inclusion, as the CCE promotes and
blooms in places with cultural diversity and tolerance;

e environmental: the CCE’s raw materials are represented by intellect, talent, and
culture—resources untouchable by scarcity; definitely, CCIs also use material resources,
but these components fulfil rather a support purpose for the output of the above-
mentioned inputs.

If these creative sectors are so sustainable, the need to find out the factors developing
them is obviously crucial. As our research focuses on Romania, the investigation concerns
seven important Romanian cities, and our presumptions were that the creative economy’s
dimensions (number of employees, turnover) are influenced by five factors representing the
student population, the young population, and the expenditure on cultural, recreational,
and religious activities on the local levels. We tried to assess these previously using the
ANOVA method, but a deeper analysis was required, so the current paper served for
meeting this goal.

The first approach proved a positive and strong correlation between the variables in
each analysed city, but the panel data approach—a more suitable method for deepening the
analysis, proved the factors’ influence over the variables, in some cases, a positive influence,
and in others, a negative one.

Our findings show that the share of the student population in the local population and
the per capita expenditure on cultural, recreational, and religious activities have a positive
impact on both economic dimensions we chose to analyse. Anyway, the share of students
in the total of Romania’s students (Bachelor courses) determines an increase but only in the
number of employees.

The other analysed factors, the share of the young population in the local population
and the share of the local public expenditure on cultural, recreational, and religious activi-
ties, exert a negative influence on the analysed economic dimension. These findings show a
strong reliance of the creative sectors on students’ demands for creative goods but also on
their labour supply, as long as the local economy does not rely on the student population.

Additionally, local public expenditure positively influences CCls in terms of per capita
allocation but negatively as a share of the public budget, proving that it is decisive how
much money is allocated for this type of public expenditure, as long this allocation does not
harm or cut other public allocations. This last fact makes us think that the support of other
public expenditures is beneficial for the local CCE, but this is just a presumption for now.
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The population aged between 25-29 years, the young population as we considered
it in our study, negatively impacts CClIs, proving that the younger population could be
essential for labour supply, and the older, more professional, and higher income-earning
population is essential for creative goods demand.

In conclusion, in order to develop the creative sector on a local level, it is essential to
attract students but also to keep in the city the professional and expert labour force, which
has the potential and the interest for creative consumption. Additionally, the local public
expenditure per capita favours the creative sectors; these public allocations represent direct
ways for authorities to impact the CCE, but considering the other confirmed catalysts, we
can notice that there are other ways in which the local or national authorities could support
the development of CCls. Some of our recommendations consist of:

e enhancing the academic offers with courses taught in English, so that Romanian
universities would become more accessible for foreign students; Romania is chosen
as a destination for studying for its low university fees. This recommendation could
determine an inflow of foreign students and even a higher rate of enrolment of the
Romanian students who are interested to study in English, and as it was proved in the
previous pages, the more students in a city, the better performing the CCE;

e the public authorities together with the universities should offer benefits for those
who are interested in pursuing an academic qualification related to the CCE; these
benefits could be represented as discounts on income tax in the first years of working
in the CCI;

e additionally, there could be discounts offered on the university fees for those who are
pursuing a second academic qualification, this time in a CCE domain;

e considering the student population as a whole, there could be lower income taxes
offered for those young people who are both working and enrolled in an academic
programme, without regard to the studies’ fields; this regulation would present itself
as a social benefit, helping those who are in need to earn an income during their
studenthood, but the effects would be strongly economic due higher disposable
income and also due to the higher interest to enrol in tertiary education.

The recommendations are strongly oriented towards increasing the number of persons
enrolled in tertiary education due to the high impact on the creative sectors but also because
of the need of ensuring a highly qualified labour force which is able to produce high added
value outputs, and so to enhance national economic development; in a country where
public authorities are concerned with creating the best tax and infrastructure conditions
for possible investors, it is mandatory to switch the focus on the quality of the labour
force supply; improving the labour supply would improve the investments attracted to
the country. When attracting investors, it is important also to consider what kind of labour
they would employ; it is not enough to look for investors or for those investors to open
new businesses which employ an under-skilled labour force because the income and the
added values generated would not pay for the public efforts.

The limits of the current paper concern the data used, which do not include the
economic performances of public institutions, so we assessed only the private CCEs of the
selected cities. Another limitation would be the multitude of possible influential factors,
but as mentioned before, we decided to assess those factors which could be regulated and
supported by public authorities. Further research should focus on the development of
CCEs after the pandemic of COVID-19 and during the inflation crisis.
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