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Abstract

Since at least a decade the creative city concepeiy much en vogue. Culture and creativity are
regarded drivers of urban economic development tlamckfore as important elements of urban economic
policy. In practice however, local policy in maniies is determined by a considerable degree di pat
dependency, while the creative city concept isvany solidly embedded in local policy. Irrespectinfe
whether the global economic downturn that stantedd08 is under control again — as some comment —
or not, it leaves little doubt that it can be refgat as a structural factor of change of the corftaxocal
creative city policy.

Although a relevant issue from the perspectivéhefcreative city, systematic research on the &ffec
of downturn is scarce as far as yet. By presergirtgghly explorative analysis of these impactss thi
paper intends to contribute to stop this gap. msato offer clues for more detailed research of the
potentialities of creative city policy in financiand economically difficult times, and to enabledb
policy makers to further define their position wittgard to creative city policy.

The paper explores the issue from two oppositepeetives. First, the crisis might be considered a
challenge to take the path towards a creative inghasiented economy more decisively. Alternatively
however, downturn may also be a factor that caasestreat of policy in more ‘safe’ and ‘familiar’
traditional economic activities rather than creatindustries and milieus. The analysis builds targe
extent on empirical insights and discussions frbenlhterreg IVB projecCreative City Challenge

1 Introduction

This paper addresses the issue of economic dowrduih its possible effects on the
development of creative economy and creative aticp. Its argument, in a nutshell, is twofold.
The current economic downturn might be a decisaetdr for urban and regional policy-makers
to move towards stimulating and supporting a moeative industry-oriented economy in the
broad meaning, i.e. involving production of botlodse and services. As such, it might even be
considered a blessing in disguise: the crisis elsallenge. However, downturn may also be a
factor that causes a retreat of policy in moregsahd ‘familiar’ economic activities rather than
creative industries and milieus.

Local and regional policy making authorities hgasd increasing attention since the late
1990s to the growth of creative industry for urlgemonomic development. As one of the very



first, Huddersfield (UK) dubbed itself ‘The Creaiviown’ in 1997. Over the years, the
objectives of creative industry development in warbaolicies have become increasingly
versatile: next to economic growth, these now idelalso social cohesion, cultural diversity
and physical quality of urban spaces. This trersilie®en accompanied by a growing amount of
research-based literature and, as habitual, aefidebate among academics between clear-cut
advocates and sceptics and critics of the posiite of creative industries development in
urban policy.

One aspect that has been hardly discussed irettegelabout creative industry development
in urban policy: the inevitable investments in ¢irea city policy. To develop a flourishing
sector of creative industries in cities requiresledst investment by local and regional
governments, property developers, and financies) monetary (subsidies, loans, grants, etc)
and non monetary (training schemes, incubator progres etc.) (KEA European Affairs,
2010). It is exactly the current economic downttirat now forces these investors to austerity
policies and to more caution with regard to riskiftg. This raises the question if they still
prepared to invest in creative industry developmesntthey were before 2008? In spite of
observations that the negative impact of the ecanorisis is less on creative industries than on
traditional mature economic sectors, this readirenst self-evident.

Although still little academic literature is awaile currently about the effects of the
economic downturn on the creative economy andys ciinsultancy reports and discussions in
the media and on seminars and conferences indibateit is indeed a major topic. This
elaboration of possible impacts of the downturrcaative city policy is an explorative exercise:
we strived for a concise and thought-provoking eatthan for a comprehensive paper that
highlights the two opposite arguments mentionedvab@he paper is an edited version of a
discussion paper we prepared in the Interreg I\egot Creative City ChallengéCCC), which
involves nine, mostly medium-sized, cities and -cégions in six countries in the North Sea
Region (Romein and Trip, 2010a/b). The two oppasitriments as discussed in the paper are
being illustrated by quotes from a SWOT analyseshied light on the potentiality for creative
industry development of the partner cities andaeglin the project.

2 Background: path dependency and loose embeddedses creative city policy

Path dependency describes the process by whichvemt én the past induces a chain of
subsequent events according toadmostdeterministic pattern. Thus, the possible chomfes
decision makers on any moment in time are congtddlry preceding occurrences and decisions,
and therefore can only be the result of boundeadnality. This means that path dependency is
likely to lead to suboptimal situations (Piersof0@:252; Kay, 2005:553; Howlett and Rayner,
2006:6).

The classic example of path dependency is thelo@vent of the QWERTY keyboard
(David, 1985:333-5). Once introduced to preventetypter typebars to get jammed, it
continued to be the standard also among non-typslahines, and even after the typewriter
itself had became obsolete. Other keyboard arraagenenable faster typing, but they are off-
standard and not part of typists’ education. Fahasser the benefits of being compatible to the
existing system compensate for the costs of chgnggnanother, technologically superior
system. However, for the system as a whole thismaasuboptimal situation (see Figure 1).

Many economic transformation processes also giwdeace of a strong institutional path
dependency. In traditional industrial cities, tleeds of local authorities still tends to be the
manufacturing industry, in which large investmedmise been made and which is in many cases
deeply involved in local governance, sometimes tingly. A deeply rooted ‘industrial
mindset’ and past investments in the manufactusegtor thus may pose a burden on the
development of a service economy. Grabher (199@hdothis to be the case for the steel
industry in the Ruhr area, Kloosterman and Trip0@0for the seaport industry in Rotterdam.



Nevertheless, the question remains why some citiescapable to change, while others in
comparable circumstances are not (Martin and Suge§6:419-20).

Figure 1: Adaptation of a suboptimal developmerthphue to a factor of change.
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Path dependency does not imply that the situatiangiven moment in time can be predicted
with complete certainty from the initial event. Aatly, it remains possible all times to leave a
taken path. This will normally be a hard and loagxyt process however, because the course of
development is locked-in in its earlier stages, dredcosts of reversal, or of adaptation to an
alternative path, are often high. Normally, but fartcertain, a path will only be left due to a
structural cause or factor of change (Figure 1 3trcalled policy philosophy model (Sabatier,
1987; Vermeijden, 2001) distinguishes between anative core and a policy core of urban
policy. The normative core involves basic princgpénd guidelines of urban policy, particularly
values and axioms regarding the relationship beivwlee major trends of urban development —
economic, social, cultural, environmental — andhaf institutional organisation of governance.
This core both motivates and legitimates the pdiase, i.e. the whole of planning concepts and
strategies, programmes and projects in the praoficeban policy. Changes in the policy core
can be introduced within the context of a relagivstable ruling normative core, but in the
course of time more structural causes or factorshahge cause the substitution of the ruling
policy philosophy with a new, competing one.

It remains to be seen whether the current econdimimnturn may cause a new normative
core to take over power in urban policies. It lealittle doubt however take it can be regarded
as a structural factor of change. When it poppednuthe second half of 2007 however, the
development paths of urban economies grounded mufaeturing, and to some extent also
those based on FIRE services (financial, insurancereal estate), were already under pressure
and losing momentum. Urban policies that had kemuging on these economic sectors
gradually shifted towards, or crossed, the marginthe optimal development paths (the grey
belt in Figure 1), hence losing effectiveness émal economic development.

On the whole, urban economic policies have notkstexclusively to manufacturing and

traditional services. Actually, increasing polidjoets have been aimed at stimulating creative
industries and the creative city since the turrthef century, more in particular since Florida
(2002) became a best-seller. This is illustrate@ Isyrvey conducted by EUROCITIES in 2008
that mapped 30 large European cities revealing&batercent of these had cultural and creative
industries programmes supported by local and redjifumding (EUROCITIES, 2009). The big

picture is rather diffuse, however. Over all, thebeddedness of the creative city in local policy



is not very solid so far, implying that the dowmtunay be a stimulus to putting this type of
policy into action, but also a threat.

3 Impacts of economic downturn for local and regioal governments

In order to assess the possible effects of econdmimturn on local and regional policy, we
first present a brief characterisation of rapidletton of crises that have lead to the current
economic downturn and of its consequences for landl regional governments, in particular
their finances.

What is being called an economic downturn or rgoesin the past few years is composed
of a rapid accumulation of several subsequentriiatéonnected crises, none yet resolved, that
started in 2007 as a mortgage crisis in the US €Bap/SEEDA, 2009; Leet al, 2009;
Dymski, 2010). The key catalyst for that crisis wégghe transformation of sub-prime
mortgages [loans made to individuals and househblaispreviously would have been subject
to financial exclusion] into investment assets”dle¢ al, 2009: 740). Problems started because
regulation failed and “[t]he ability of these maatgees to repay was undermined by a shift in
monetary conditions and an increase in interesstdtee et al., op. cit.). Due to a wave of fear
that paralyzed investors, large banks could nodomitain financing in the market and were
forced to take commercial paper that had finantedkiooming market for mortgage-backed
debt obligations back on their balance sheet, tepth enormous losses (Dymski, 2010: 837).
What started as a mortgage crisis, then extendedaim international banking crisis due to the
high level of connectivity of the global bankingssym. Governments saw themselves obliged
to astronomic loans to banks in order to avoidftiledown of their national financial systems,
leading to large fiscal deficits (fiscal crisis).

A link between the financial crisis and the reed@omy became particularly evident in late
2008. Just saved from downfall by government loarspasm of fear among banks has rapidly
declined their willingness for intra- and interbdekding, reducing their capacity to lending to
businesses and households. A slump in demand #sayédt to be fully played out for a great
many goods- and services producing industries éas to a rapid spread of recession of the
‘real economy’ lead (Experian/SEEDA, 2009:2). Pabbudget deficits in the advanced
countries jumped from 1.2 per cent of GDP in 2007819 per cent in 2008, and real GDP
growth reached 2.8 per cent in 2007 but then &.6 per cent in 2008 and -3.2 per cent in
2009 (Finfacts Team, 2010).

Systematic information about the size and natdirenpacts of the composite of crises on
the different sectors in local and regional ecoresnis still limited. But in spite of this lack of
detailed information, it is clear that it has selerimpacted upon both local and regional
economies and governments. Local and regional ypafieking authorities became forced to
stiff austerity policies, and the reduced prepaesdnby banks to risk-taking has rapidly
declined their willingness to lend. In particulaarsing and small businesses in hew economic
activities were impacted by this lack of credit.

The Council of European Municipalities and Regi¢8&MR) conducted a survey in March
2009 among its national member associations of [m¢and regional authorities with the aim to
assess these impacts. A summary of the respon&b Imational associations includes seven
main impacts (CEMR, 2009:62-3). Some additionabinfation is obtained from a sample of
four small and medium-sized cities (Rivas, undatétiese impacts are:

1. Loss on investments in the banking sectdro-those local and regional authorities who
invested in the banking sector, the banking crieiplies a depreciation of financial
products in which they had invested, a drop ofrtiaket value of their shares in banks,
and a loss in income from dividends. The worst casmario however, is the loss of all
their money because of bankruptcy of banks.



2. Loss on tax revenues Types of tax revenues affected are personal incaxedue to
increasing unemployment, company income tax duewer consumption, and real estate
tax due to fall-out of local housing market and éovinvestments in construction. The latter
is often a rather immediate manifestation of ecacaiowdown.

3. Lack of credits and high cost of borrowirgThe crisis in the banking sector has affected
the availability of credits. Banks are now seekilogver-risk borrowers than before.
Although the municipal sector in general has atinedly high rating in this respect, the
requested volumes of credits often are only aviglab high interest rates due to liquidity
shortage on the market, if available at all.

4. Cash liquidity problems- From some countries, difficulties in cash liqtyicare reported
due to lowered transfers of grants by the natitmahe local states. This involves either a
general cut, a denial to some municipalities, @mean overall poor payment discipline by
national authorities.

5. Increased expenditure-The responding associations have reported almpstersally
worries about expected increases of expenditunepaiticular due to higher demand for
social and welfare services as a consequencezértst loss of employment and income.

6. Cuts in local authorities’ staff- Municipalities and councils, especially thoseesely
affected by the direct impacts of the downturndfthemselves in the need to cut back on
the number of employees in order to facilitate 8gsi and decrease the personnel
expenditure. This might contribute to the overallamce on the local job market and
aggravate the social situation.

7. Reduced service levels and slow-down of local a&gional developmenrt The increased
pressure on local governments’ budgets and growoagcity of credits affects ongoing
expenditures in general service levels and investgnén physical regeneration and
infrastructure projects.

This a gross list of reported impacts. Their natwsige and even mere occurrence differ

considerably between national associations of logavernments and between local

governments within one and the same associatiohaM@ssociations or municipalities have
invested in banks or their financial products, noipdlities in different countries levy different
types and sums of taxes, and the proportion of th&il budgets revenues that depends on local
taxes differ. Likewise, municipalities’ contributido social expenditure and the types and size
of ‘packages’ launched by national states to corsgienfor their liquidity problems differ
between countries. However, hardly any city hasaiaed undamaged by these impacts.

Urban and regional policy making authorities hameented and implemented an impressive
variety of measures to counteract damages. Basadsorvey responded by 131 European cities
in 2009, URBACT (2010) distinguishes responsesvim rhajor challenges: employment (where
will the future jobs come from?) and governancento manage of our cities in the face of
major cuts of public finance?). With regard to fetjobs, the survey revealed three broad, non-
exclusive categories of responses: Promoting tharSithe Green and the Good; Working on
the demand side with diversified ‘jobs rich’ indues$; and Investment to increase quality of life
and long-term attractiveness of the city (URBACU1@:15-18). Attempts by cities to grow and
attract as many knowledge-intensive industries assiple and to improve conditions for
business start-ups and entrepreneurship are medtexplicitly in the exemplification of these
responses, but creative industries are not. Theasicethat suggests that the creative sector may
eventually benefit form the economic downturn isuysible, but the opposite scenario -
economic downturn as a threat to the creative engrend creative city policy — still may also
be popular among urban policy makers.



4 Economic downturn as a threat

A first scenario can be imagined in which econodoevnturn emerges as a major threat to the
creative economy. The creative economy is stillsadered by many (including policy-makers
and credit providers) as a risky whim, rather tlana solid economic sector. Faced with
economic downturn and budget cuts, policy-makeghtrtherefore choose to focus on the ‘real
economy’, as Feltoret al (2010:619) refers to manufacturing and FIRE sewirather
ironically, and on traditional competition factasch as physical infrastructure. This may imply
that creative city policies are downsized or corghje ceased, and the creative economy
disappears from the policy agenda. They may alsm&iatained in an austere form as strictly
business-oriented policies, as for instance sqméty and culture are more likely victims of
budget cutting than ‘hard-core’ economic policiastsas the provision of business spaces.

A number of specific characteristics of the cnemtindustries can be distinguished that
make this sector vulnerable in periods of econatoignturn:

1. Fragmented business structureThe creative industries tend to consist of arbédted size-
distribution of firms, including relatively largeumbers of small or at best medium-sized
business that have little resilience to financiatbacks. This may make them more
vulnerable in the short term than the usually lafges in most other sectors.

2. High degree of specialization Many creative firms are not only small, but alsghly
specialized (‘atomised’) and dependent on suppéirclinkages both inside and outside the
creative industries. This makes them rather sersit the negative effects of downturn in
other businesses or sectors. Advertisement is ampgbe; so is architecture, which is highly
dependent on the construction and development rsedbtach, in its turn, used to be
particularly affected by downturns.

3. Limited access to credit facilities Compared to business in traditional sectorsativre
industries find it relatively hard to gain acces<tedit facilities, mainly because traditional
credit providers are not familiar with these newd &xperimental’ activities (Caves, 2000;
various papers in Henry, 2007). This problem becmerse in times of economic
downturn, particularly during the current ‘bankicrsis’.

4. Lack of entrepreneurial skillss Many ‘creatives’ consider themselves not prityaas
‘entrepreneurs’ — Clews (2007:67) comments thatdshts and graduates in art, design and
media are uncomfortable with the term entreprenéaurfear of losing artistic integrity or
aesthetic quality — although they operate on a nworéess commercial base. Actually,
many lack the entrepreneurial skills that are neglito guide their firm through the crisis
(Aggestam, 2007; Pestrak, 2007). Moreover, skitléning tends to be among the first
things that are cut when budgets become tighter.

The above factors indicate that creative indusaifesvulnerable in times of economic downturn,
but so may other types of industries. Policy may at, for instance, the provision of additional
credit facilities or training modules for creatieatrepreneurship. However, as policy-makers
have to cut budgets or face massive expenditureocial benefits, they may also choose to
abandon the idea of the creative city altogethel facus on other priorities. Several factors
account for that:

1. Rising unemployment Economic downturn confronts policy-makers witlute problems
of increasing unemployment. The debate in favouthef creative economy focuses on
quite a set of objectives, including innovatiorhgpwealth creation, social cohesion and
urban regeneration that are not easy to disentaigiece appearing unattractive for
policies to address the issue of unemployment thireand on a short-term. Moreover, the
specialized nature of the creative industries iegplihat they can hardly be considered a
‘safety net’ to absorb unemployment in other sexcguch as manufacturing.

2. Relative invisibility of downturn in creative indties — Creative industries consist for a
large part of micro-business and freelancers, whouw of business gradually. In contrast,
rising unemployment in traditional sectors may grabout sudden massive redundancies
that attract more attention of policy-makers, meatid the general public. An urgent call



for measures to fight unemployment in these sedsarsore likely, therefore, than a similar
call in favour of the creative industries.

3. Limited direct employment effects The importance of the creative industries aal vit
component of innovative (competitive) local econamgften underestimated. The creative
economy is promising and receives a lot of attentht its direct contribution to local
employment is relatively small after all. Investrh@ncreative industries is therefore often
not thought of as a short-term solution for unempient. Instead, it is more likely that
policy-makers will focus on larger, more traditibsactors.

4. Unpredictable policy effectiveness The creative sector is hard to define because it
encompasses a wide variety of types of activitied pbs — Russo and Van der Borg
(2010:668) speak of a “hodgepodge of estimatiortgutares and definitions.” Hence, the
guestion whether this sector is well placed to tveathe storm of the downturn is very
difficult to answer. Despite the rhetoric aboutlégge potential for the local economy, hard
evidence remains relatively scarce (Oakley, 2004g supposed contribution of creative
industries to the local economy is rather unpredbiet and uncertain, at least compared to
that of traditional sectors. Moreover, the effedfs stimulation policies for creative
industries may be less than expected due to ssiifficient knowledge and routine (e.g.
Evans, 2005).

5. Limited affinity of policy-makers- Traditional industries are ‘mentally’ closer noany
policy-makers. These industries often have poweaahd long-established lobbies, strong
professional organisations and a prominent placpabicy-makers’ mental map. This may
be regardless of their actual and potential peréorre. The same is often true for large-
scale — prestigious — cultural or sports eventsflagdhips of culture-led regeneration.

In partner cities and regions in the CCC projeleg turrent economic downturn is certainly
regarded as a threat to the creative economy,aaodrtent creative city policies. As the below
guotes from the SWOT Report (with the partner thatle that quote between brackets) indicate,
several of the above factors are being observéeh af combination:

The expectation of the performance of the creatistastry may have risen even further due
to 2009 European Year of Creativity and Innovatiop, to a level that is practically
impossible to meet. It is a main threat to the txe@aindustry that public policy redirects
priorities to other, more traditional sectors to ish it attributes higher growth capacities
in times of austerity policies (Bremen).

One of the threats to the further development efdfeative industry due to the economic
difficulties is the shrinking amount of resourcesitable for supporting programmes and
innovative research in Flanders (Leiedal region).

It is thinkable that mainly non-commercial sub-sest i.e. the Arts Council, local
authorities, regional development agencies etdl, ve affected by public spending cuts.
The same may be true in terms of place makingforgublic sector financial support for
building conversions, developments, public realm @lewcastle-Gateshead).

Local political culture tend to be to play off @ifént policy fields — including creative
industry — against each other, especially in difficimes (Oldenburg).

Necessary budget cuts, for instance due to theenticonomic downturn, may lead to a
reduced willingness to invest in the creative ecoypoWhat is more, it may also lead to a
redirection of priorities — and investments — todsrmore traditional sectors that are
perceived safer as the much more experimental igee&tdustries. This is always a threat
in regions like Skaraborg, with a traditional inddal structure. Skaraborg needs leaders
that are more visionary, brave and persistent (8karg region).

It is clear that policy-makers in these cities fdwat budget cuts may go at the costs of creative
city policy, especially as the competition for fumgl between various policy fields is likely to



increase. Furthermore, worries are expressed theisidn-makers and politicians focus too
much on short term results — such as immediate unesigo fight unemployment — rather than
on long term economic perspectives. As Thoma (ioridka, 2010:106) states “... the structural
change that must occur to move resources out aihgand the financial sector and to other,
productive uses will take time to bring about."

5 A blessing in disguise? Economic downturn as ampportunity

An alternative scenario can be though of in whichr®mic downturn proves to be a blessing in
disguise. If the creative economy was already dmwred to provide a way out of a (path-
dependent) dead-end development trajectory, itmoayalso be regarded as an escape from the
recession. In this case, policy-makers could dediledy choose to intensify creative city
policies, or to strengthen the focus of policiesspecific sectors within the creative industries
which they considerer most promising. This, thédmud also include the relevant types of
creative consumption milieu. Such a shift in polisyould assume a ‘reset’ of urban
development, as suggested by Florida (2010).

This positive scenario is not wishful thinking,ttisi founded on a number of characteristics
of the creative sector:

1. ‘Elasticity’ to (re-)start business or combine atties — The micro-entrepreneurs and
freelancers that characterise the creative indisstire vulnerable to economic downturn,
but they also find it relatively easy to set upewnbusiness (Feltoat al, 2010). Their
working patterns are flexible and allow them to tame different part-time and temporary
activities and jobs. Even in more prosperous peribds not uncommon to combine part-
time work in the creative industries with a panti job in another sector (Taylor, 2007;
Brown, 2007; Clews, 2007; Feltat al, 2010).

2. Flexibility to adapt— The small size and innovativeness of creativeniess also makes
them flexible and allows them to adapt to new bessnmodels if circumstances change.
For instance, it may be observed that businesstaaloghared risk and reward model’
(Experian/SEEDA, 2009:28) when credit facilitiecbme scarce.

3. Downturn generates new types of demar@reative industries can also benefit from some
shifts in demand due to economic downturn: “Thasga's which appear to be bucking the
trends do appear those that are the most innovasverell as being, to a large extent
consumer-facing”. Prime examples are software amdptiter games “benefitting from a
greater number of consumers choosing to stay hardespend money on experiences e.g.
computer games rather than luxury items or [...]Jreptut in Jamie Oliver’'s restaurant”
(Experian/SEEDA, 2009:21). The challenge is to t@ige on such changing consumer
demands.

The above reasons may explain the flexibility aggllience of the creative sector. The question

is how policy should address these issues, anchehspecific stimulation of creative industries

during economic downturn is necessary at all. Nbedess, there are a number of reasons why
policy-makers should explicitly focus on the createconomy rather than on more traditional

sectors. In other words, what factors can suppertctaims of — and supposedly on behalf of —
the creative industries that they have a crucid fia the achievement of balanced and

sustainable economic growth?

1. Increasing importance of symbolic value#\ main argument can be found in the assumed
positive spill-over effects of the creative econdiorythe wider economy. These effects are,
among other things, related to a ‘chain reversanfia supply to a demand driven model of
consumption in which “[iJt isn't so much materiab@ds that drive our consumption as the
perceived status we assign to them” (Florida, 208%). Culture — design, ‘experience’ —
add value to otherwise more mundane products andces, ranging from sneakers,
electronics or cars to cosmetics (e.g. Body Shastaurant dinners or drinks (e.g.
Starbucks, Hard Rock Café). In many cases the slnbalue of products can hardly be



considered separately from the product itself Rfatt, 2009:496) and represents very
tangible additional revenues, sometimes the langadt of the product’s value. Moreover,

without the variety of products with different dgss and images — say just black and
brown shoes would be available — the wider econamyld also be smaller as far less
production and retail facilities would exist.

2. Increasing importance of innovativeness in the gladxonomy- The competitiveness of
western urban economies in the current global ptayiield requires creativity and
innovativeness — competing on production cost®ieption. This implies that from a long-
term regional-economic perspective an explicit foan the creative and knowledge
economy is necessary. This calls for more than rabes of measures aimed at specific
creative industries. The symbolic value of citiesl golaces — the creative consumption
milieu — also has become an important factor canrtompetitiveness.

3. Sharpened focus due to austerity policiesAusterity policy is inevitable in times of
economic downturn. However, a restriction of theldet for creative city policies may also
lead to a sharper focus of policies. Creative itriks are diverse. Various sectors operate
in different markets, have different location prefeces and are more or less embedded in
the local production structure and labour markeani creative city polices are rather
diffuse and general, while, as Jangs al. (2008:10) suggest, “[...] a more effective
approach might be to focus specifically on mappingderstanding and supporting
particular niches within the creative industriethea than viewing them generally as a tool
for economic regeneration and job creation”. Famyisireative city policy may at first
require investments — primarily in research — baymventually pay off as policies become
less expensive and yet more effective.

4. Human creativity is an untraded resource and reigl resilient against economic
downturn— In periods of economic downturn creative peajenot lose their creativity.
On the contrary, they have more time and more re&seritically consider their concepts
and to adjust these to demand if so desired. Rurtie creative scene in cities often exists
of an upper- and an underground (Granger and HamiR010), i.e. formal and informal
relations and meeting places. Whereas the upperdraaf ‘theatres and galleries,
knowledge-intensive industries and formal boards @ertnerships’ is supposed to be hit by
the current downturn, the underground of ‘onlinegsl, communities of practice in squatted
warehouses, and informal bars and cafés as pomdating places’ appears to be much
more resilient and to remain largely intact. On théher hand, once vanished the
underground is very hard to restore when the ecgrrecovers from a downturn.

While policy-makers in CCC cities and regions relgaconomic downturn as a threat, they also
recognize that the crisis may provide new oppotiesifor the creative industries and creative
city policy:

Due to the economic recession, there is a lackasy ¢obs for school leavers, graduates
and other, plus for those made redundant from offeetors. This makes it likely that more
business start ups will occur in non-traditionats®s such as creative sector (Newcastle-
Gateshead).

Many traditional companies, both large and smaill,Dundee lack the vision and do not

meet their potential to re-evaluating their margéce through the lens of design and other
symbolic values of their products in order to fimelv opportunities to continue functioning.

Creative workers and entrepreneurs can help thedetelop these important assets. What
is more, the modern creative companies in Dunded te be very small and as such

perfectly placed to adapt fast to changes in tetdgyoand thrive; they may just need more
support and encouragement to do so (Dundee).

The current economic downturn clearly hits traditad industries. In reply, a new policy
perspective that is more in favour of creative stdy than before may receive more



attention. This may even offer opportunities toieoh a necessary change of priorities of
economic policy in Bremen towards the creative &gy with particular attention for
establishing or strengthening relations betweerative and traditional industries to the
benefit of both. The benefit of traditional indissrwould be the increase of the innovative
capacity and individualization of products (Bremen)

To be able to adapt to the constantly changingrenment as well as the needs and wants
of actual and potential consumers companies nede toreative. It always has to spot new
opportunities and look for ideas which lead to imation. In this context creativity as a
pre-stage of innovation serves as an essentialuresofor a company (Clegg and Birch,
2007:2). Moreover, creativity and innovation aretramly needed for product creation
nowadays. As Business Week (McGregor, 2006) siatestivity and innovation) is about
reinventing business processes and building entirely new msrkett meet untapped
customer needs”. Traditional industries can learfoafrom the creative industry in these
respects, and the importance of creative industrigss because of its high potential for
creativity and innovation (Hamburg).

The effect of economic downturn and quality ofdieices encourage migration of creative
sector business to smaller, cheaper cities withebdifestyles — less congestion, more
access to countryside etc. There is evidence of lnaginesses moving from e.g. London to
Newcastle and brain gain, i.e. creative practitichéooking for jobs in smaller cities as
well as returning Geordies [people from Newcastid]. this is made possible by the ease
of operating from anywhere in world by technologgypirovements over recent years
(Newcastle-Gateshead).

Property price reductions, lower interest rates ahéd collapse of the UK housing market
reduce competition for sites and buildings, andvésamore opportunities for creative
sector expansion (Newcastle-Gateshead).

These quotes clearly indicate that CCC partneesitind regions are well aware of the

resilience and flexibility of creative industriesrapared to other sectors. Also, it is remarked
that side-effects of the downturn, such as lowal estate prices of a search for cheaper cities
rather than expensive ‘hotspots’, may be advantagdor some creative industries and for

some cities. In fact, this is about the only refieee that is made to the effects of economic
downturn on the creative consumption milieu, such@using.

6 Discussion

As a matter of conclusion to the paper, we raise dquestions for further discussion by local
policy-makers with regard to the position, sigrafice and potentialities of creative industries in
urban development in this period of economic difiies:

1. The basic, most challenging question is why, or wilgy, policy-makers should pursue
creative industries at all in a period of economhbevnturn?Is this really the best way to
survive the crisis or should we save our limitecainsefor more urgent priorities?

2. The overarching issue in this period of downturd decreasing budgets is to work more
efficient. Assuming that we choose to further depehe creative economy, this raises the
question:How to pursue creative industries in a period odremmic downturn? How to do
more with less?

The current paper reveals major qualitative diffeess between the two opposite perspectives
on creative industry development. The decisioneglect the creative economy for the moment
and focus on traditional sectors in many cases séerbe inspired by short-term, perhaps even
electoral motives. Media and their impact on théliguopinion reinforce this effect. Mass
redundancies tend to generate more publicity tiengradual reduction of employment in
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specific sectors, and end up higher on the pridistyof politicians and policy-makers. Dutch
newspapeNRC HandelsbladLuijt, 2010), for instance, signals that due to@omic downturn
one in four architects and urban planners in ththé&tands is unemployed. This means a loss
of about 5,000 jobs, which took place without siigant media attention apart from the
mentioned article. In contrast, the loss of abgR0Q research jobs due to the planned closure of
the Organon biomedical lab not only generated anmmpéslia attention but also political
interference on the highest level, although fugidefar (Banning and Wittenberg, 2011). This is
not to say that one is worse than the other, babte the striking difference in media coverage
and policy-makers’ attention between events tharather similar in many aspects.

In addition to this, the decision to neglect theative economy is likely to cancel out recent
investments in the, often still fragile, infrasttue of the creative sector. The societal,
economic and technological trends underlying tise of the creative economy - such as the
increasing importance of design and ICT - are @hjiko be reversed or even brought to a halt
due to the economic downturn. Therefore, a decisstay in the course of the creative
economy seems more in line with the future.

In the end, the question is not simply to focustlos creative industriesr on the support of
other sectors. Much more relevant, and probablyenafficient, is to focus on the relations
between the creative and other industries. The rohallenge seems to be how innovations
from the creative sector - in itself still a nichean get trough to more mainstream sectors,
increasing and consolidating the market for cregpiroducts and stimulating innovativeness on
other sectors. This would serve the interests ef uthan economy as a whole, rather than
dividing scare means between creative and othéripsl
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