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CCIs and Innovation: Supporting cross feeds for local development

Summary

Cultural and Creative Industries (CCIs) have gained recognition owing to their contribution
to the economy in terms of the output value they produce and employment they generate.
At the heart of the CCIs is the notion of creativity, which is closely related to innovation.
Creative sectors are marked by technological and ‘soft’ innovations that benefit not just the
sector itself but also the other sectors of the economy. This potential of the CCIs needs to
be recognised as does the role of soft-innovation and not just technological innovation in
triggering industrial innovation.
By placing creative sectors in the network of other sectors of the local economy and by
supporting the interactions between them, strong agglomerations and local clusters
develop. This, with the help of well-designed policy, can eventually translate into local
growth and development.
Another important way in which cross-sectoral perspective is desirable is in the creation of
an innovative workforce. There is a need to invest in a workforce that will meet the
challenges and the requirements of a rapidly evolving post-industrial, knowledge-based
economy that places equal focus on non-cognitive skills as much as on technical and
cognitive skills. Policy designs need to clearly define the way in which arts, culture and
creativity in education can be used to enhance the skills of the workforce suitable for a
local economy with converging and cross-feeding sectors.
Questions for discussion



What are the ways in which cross-sectoral collaborations between CCIs and other
sectors in the economy can be achieved?



What can local governments do to encourage these collaborations?



What role can arts, culture and creativity in education play to enhance the skills of
the workforce?
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Why does it matter?
The Cultural and Creative Industries (CCIs) are being increasingly recognised for their
strong economic contribution to the world economy. CCIs are generating economic
growth, diversifying our economies, promoting cities and rural regions as destinations to
visit, live, work and invest in, and at the same time employing a large number of people.
Besides the direct economic benefits, CCIs generate several other spillovers. CCIs
strengthen local cultural identity and diversity. They also support social cohesion and
integration of marginalised groups in a region or nation. A major contribution of the CCIs
is that they have proven to be important contributors to well-being at national and
regional levels.
The feature that sets apart the CCIs is their ability to fully utilise the value of creativity
and generate a market value for the same. The economist, Jason Potts has said, “It is
conventional to represent the arts and creative industries broadly as suppliers of cultural
goods and services. Yet this may be systematically underestimating their contribution to
‘the economy’. Why? Because the creative industries produce another class of outputs,
namely innovations”. (Potts, 2014[1])
Besides its intrinsic value, culture also has an instrumental value. This instrumental
cultural value also appears in areas considered as non-cultural, such as those of health,
inclusion or urbanism (OECD, 2018[2]) However, the utilisation of this this necessitates a
cross-sectoral, interdependent approach to local development and in doing this, the role of
the CCIs must not be forgotten.

What are the current trends and challenges?
Given their innovative nature, creative sectors also contribute to technological
innovations in other industries in the economy. Based on about 2000 creative
enterprises in Austria, a recent study from the Centre for European Economic Research
(ZEW) shows that they “directly contribute to the level of industrial innovation in the
economy in terms of technologically new products, new processes and results of own
R&D efforts”. This effect is not homogenous and some industries such as advertising
show more innovation than architecture and content providers. The contribution is also
variable depending on the size of the firm and its capacity to invest in innovation (Müller,
Rammer and Trüby, 2009[3]).
The creative sector of the economy is home to a high degree of “soft innovation” that
benefits not just the sector itself but also the other sectors in the economy. While
technological and product based innovations are widespread in the cultural sector there is
also another kind of innovation that can be attributed to them. This has been termed as
soft innovation by the economist Paul Stoneman. “Soft innovation is innovation in goods
and services that primarily impacts upon sensory perception, aesthetic appeal or
intellectual appeal rather than functional performance”. Such innovations contain two
products – aesthetic or intellectual products like music, books, dance etc. and the
aesthetic products that are functional in nature and found in industries other than the CCIs
(NESTA, 2009[4]). Thus, when considering innovation, there is a need to go beyond
technological innovations and recognise the role of soft innovations to fully understand
and capture the contribution of the creative sectors of the economy.
Cultural activities generate spillovers or positive externalities that must be utilised
through a cross-feeding model. This is because the interaction of such creative
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activities with the local, place-based variables gives rise to agglomeration and cluster
effects leading to growth and development (Sacco and Segre, 2009[5]). The Report of the
European Union’s Working Group on Cultural and Creative Industries (2012[4]) contains
numerous examples of how positive spillovers from cultural activities have benefitted the
other sectors in the economy. An example is a study commissioned by COFAE
(Coordinator of Spanish Fairs) and conducted by Deusto University in 2010, which
measured the impact of the Fira Tàrrega Performing Arts Festival. It found that each euro
of public funding to professional performing arts fairs, generates business of 7€ to the
professional companies (Instituto de Estudios de Ocio Deusto, 2010[6]).
The core-creative sector has an important role in creating an innovative workforce
that meets the demand of an economy with interdependent and well-connected
sectors of production. Arts and culture – the components of the core creative sector –
can play an important role in developing an innovative workforce. The importance of arts
and culture as a subject of study or as a means through which skills are imparted
(Bamford, 2006[7]) has been proven to be of relevance in developing non-cognitive skills
that are valued by employers equally as technical and cognitive skills, if not more. The
presence of a diverse, innovative and well-educated workforce leads to better
interconnections in the economy. The presence of a greater creative capital leads to
higher rates of innovation, high-technology business formation, job generation and
economic growth, as was the case in Montreal (Florida, Musante and Stolarick, 2005[8]).

What are the key areas for policy to consider?
It is true that creative sectors of the economy do generate positive externalities. However,
there is nothing automatic about benefitting from such spillovers. It necessitates the
adoption of a cross-feed approach that enables other sectors of the economy and the CCIs
themselves to benefit from the innovations and other economic and social benefits. In
order to develop such an intervention, following are the key areas for policy to consider:


Build on innovation within the cultural sector itself: The creative sector is
divided into core speciality such as the arts and culture and the non-core creative
industries that have more of a commercial dimension to them. In both these subsectors, there is a need to stimulate further innovation. These soft-innovations
must lead to more creative output that helps the sector itself and in turn, would
benefit its consumers and consequently, the economy. There must be efforts in
strengthening the capacity of the micro and small creative enterprises to take
enough risks and invest in innovation.



Recognise and support cross-sectoral collaborations to benefit fully from
innovations: There is a need to recognise the role of soft innovations that the
creative sectors generate and go beyond technological innovations. The soft
innovations produced in the creative sectors can also be of advantage to other
sectors only if there is enough interconnection between them. Thus, developing a
sound operative framework that allows for increased interactions between
creative sectors and other sectors in the economy must be the aim of any policy
intervention aimed at achieving local growth and development.



Invest in an innovative workforce: Exploring the role of arts and culture as a
means of imparting and enhancing skills that makes the workforce suitable for
the demands of an inter-connected economy. Arts and culture better the noncognitive skills and this is an equally important criterion for hiring decisions by
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creative and other employers. Policy at national and sub-national level needs to
clearly define such a role for creativity in education to develop an innovative
workforce.


Strengthen CCIs and support cross-feeds for generation of agglomerations
and local clusters: An important pre-requisite for any cross feed model is to
ensure that the constituent sectors of the model are functioning effectively. There
is a need to strengthen the CCIs in terms of access to finance as well as
institutional support. Then placing them in local networks and allowing
interactions between the different sectors will lead to creation of a strong local
agglomeration and cluster. The policy intervention needs to provide sufficient
support for creation of such local clusters that shall eventually lead to local
growth and development. City wide cultural accelerators and cultural crossover
labs are possible solutions how to engage local administrators and policymakers,
cultural institutions, entrepreneurs in and outside of the cultural and creative
sectors, and the civil society, as a whole (OECD, 2018[2]).
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