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Abstract: The advent of the knowledge economy has put the focus on
innovation, creativity and networks as drivers of competitiveness and economic
growth. This has shifted development perspectives from tangibles-based
competitiveness to knowledge-driven competitiveness transforming the way the
economy is organised and putting emphasis on the emergence of a new type of
capital. Creative industries represent a form of capital that provides economic
benefits and the links between creative capital, quality of life and
competitiveness has made the creative industries a serious economic factor that
needs to be considered in regard to cities and regions viability. The two issues,
creative industries and knowledge-based urban development (KBUD) remain
not only challenging fields of research but also the key elements for discussions
on the competitiveness of cities and regions. The purpose of this paper is to
explore the ‘creative industry’ concept to relate it to the ongoing process of
creating knowledge-based urban developments.
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1 Introduction

In the era of knowledge, sustainable economic growth and prosperity are highly
associated with knowledge-based economies (Metcalfe and Ramlogan, 2005) where cities
and regions are increasingly becoming critical agents of development.

Cities and regions, depicted as intelligent, connected and networked entities, throw
themselves into the roles of entrepreneurs, artists and intellectuals, becoming the focus of
interest for a wide group of professionals and local authorities. Economic development
and urban planning practitioners around the world are focusing on the producers and
consumers of the creative economy as the basis for growing successful cities. In tune
with these changes are the notions of knowledge management applied to cities and
regions which have brought paradigmatic shifts in the way we live, work and learn in
urban communities around the world (Garcia, 2008).

As mentioned by Yigitcanlar (2008), creative cities and knowledge cities are the first
urban formation tailored for the needs of a knowledge-based economy where ideas
flourish and nurture innovation and wealth creation. In this sense, the advantages of a
creative city or a knowledge city at a global, national, regional or local scale cannot be
ignored by policy-makers, local or regional authorities, private sector, or social
organisations. In such context, policy-makers have to situate the creative industries at the
heart of knowledge economy concerns and to develop policies accordingly. It focuses on
the key content generating parts of the creative industries but also points to the wider role
of creative assets (products and services) across a value range that stretches from
economic growth and social cohesion.

Knowledge-based urban development (KBUD) is a strategic development approach
that aims to make urban spaces compatible with the knowledge economy. An economy,
environment and socio-cultural base strong in knowledge are the keys for transforming
those urban spaces into a knowledge city or region. The KBUD provides a framework to
guide the evaluation of enabling conditions for cities competition in global market.
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According to Carrillo (2006) these conditions include knowledge infrastructure
(e.g., universities, research and development institutions); technological infrastructure
[e.g., information and communication technologies (ICTs)]; connections to the global
economy (e.g., international companies and financial institutions); and concentrations of
well-educated and creative people (e.g., knowledge and creative workers). Consequently,
urban spaces are incubators of knowledge and culture. The KBUD is a multidisciplinary
concept that has been receiving rich contributions from other disciplines such as
economics, urban studies, geography, neuroscience, social studies and psychology,
among many others. How KBD approach can help to identify the factors contributing to
cultural sustainability is essential to formulating regional strategic plans. Raza et al.
(2006) argue that the global successful application of the KBD strategy is closely tied
with the cultural, the ecological, the economic and the ethical pluralities of the human
communities. The authors state that the KBD strategy can play a fundamental role in the
social transformation and the economic development if the former is well integrated with
the cultural values of the local people.

There is a lot in common between creative industries, KBD and KBUD due to the
emphasis given to knowledge, creativity, R&D, investment in ICT and education as the
key drivers of growth and prosperity in the contemporary economies. In the KBD the key
to a sustainable competitive advantage for a firm is to create and apply knowledge. The
source of value relies on the issues of acquiring, creating, developing, storing and
applying knowledge. KBUD is namely about processes of knowledge production,
including urban governance, development and planning, and is considered a new strategic
development approach in the context of a global economic competition (Yigitcanlar et al.,
2008). The main promise of KBUD policy is a sustainable urban and economic
development based on the following pillars: providing hard and soft infrastructures,
retaining financial support, promoting social and human capital systems, developing and
adopting the state of art technologies, and providing quality life and place (Carrillo, 2004;
Yigitcanlar et al., 2008).

As emerging fields of study and practice, creative industries and KBUD have become
crucial aspects of success in the tough global competition of attracting talents (Florida,
2005), developing regional intellectual capital (Edvinsson, 2006b), and retaining
knowledge-intensive industries (Yigitcanlar, 2009). This work may provide some clues
on the direction that the integration of ‘creative industries’ field can take in the context of
the KBD, promoting cultural sustainability. The presence of a creative class is essential to
make happen and sustain creative clusters.

This paper first explores the importance of knowledge and creativity as key resources
in contemporary societies. The second section examines some characteristics of KBUD.
It follows with an overview of connected concepts such as ‘creative economy’, ‘creative
industries’, ‘creative cities’ and ‘creative class’ in an effort to reach not a final consensus
but at least a shared vision as a basis for comparative analysis and informed
policy-making. In the fourth section we explore the broader sense of sustainable
development. The fifth section depicts a template which emphasises some of the major
driving forces for nurturing and sustaining creative industries a source of sustainable
urban development. It follows with discussion and policy implications on the subject. In
conclusion, this paper contributes to discussions on how creative industries-creative class
linkages and a KBUD focus can support creative economy and promote cultural urban
sustainability.
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2 Knowledge and creativity as key resources in contemporary societies

Knowledge, innovation and creativity are the main driving forces behind economic
development in today’s world. This has shifted development perspectives from tangibles-
based competitiveness to knowledge-driven competitiveness giving birth to new
development paradigms. In the knowledge-driven economy, sustainable competitive
advantage comes from creative, innovative and sophisticated use of knowledge and
intellectual capital as strategic factors that enable dealing with the challenges of a
turbulent, complex and dynamic global environment.

OECD (1996) defines knowledge-based economies as those that make effective
use of knowledge for its economic and social development. Managing knowledge
becomes the fundamental activity of organisations in a context where some argue
that “the industries of the twenty-first century will depend increasingly on the
generation of knowledge through creativity and innovation” [Landry and Bianchini,
(1995), p.4].

In such context, the process of innovation becomes one of the ultimate managerial
and political challenges of the next decade. It is at the heart of business survival,
economy transformation and prosperity sustainability. Innovation is critical not only for
business but also in civic domains, such as cities and regions. The quest for innovation is
relevant not only to economic sustainability but also to social and cultural life. Therefore,
the creation of an urban environment which enables and catalyses knowledge, innovation
and creativity have gained great influence and popularity in political discourses.

While creativity is becoming an important input into the production process of goods
and services, it may also be particularly useful in the knowledge-based economies to
convert scientific and technological knowledge into market value. Over the past ten year,
an increasing realisation that the convergence of technology and content provide growth
and distinctively competitive market positions, have made culture and creativity an
increasingly key focus for regions and cities providing the leading edge for their tourist
industries, offering a ‘creative brand’ to attract inward investment, and providing new
skills and identities that may bring with them a unique, competitive edge.

In this context, the process of innovation becomes one of the ultimate managerial and
political challenges of the next decade. It is at the heart of business survival, economy
transformation and prosperity sustainability. Innovation is critical not only for business
but also in civic domains, such as cities and regions. The quest for innovation is relevant
not only to economic sustainability but also to social and cultural life. Therefore, the
creation of an urban environment which enables and catalyses knowledge, innovation and
creativity have gained great influence and popularity in political discourses.

For a long time, research on creativity has been a domain of psychologists due to the
fact that creativity is an attribute of personality. Only recently, scholars of other research
fields such as psychology, sociology, education science, biology, economics, geography,
and organisational science have made significant contributions to this topic. In
organisational literature the term ‘creativity’ is associated with originality, inspiration,
imagination and inventiveness. In the context of economic development it refers to the
formulation of new ideas and to the application of these ideas to the production of
original works of art and cultural products, functional creations, scientific invention and
technological innovations.



322 M.R. Cabrita et al.

Creativity has the ability to benefit almost all economic sectors. The challenge for all
industry is to think creatively, to constant reinvent itself, to bring new and value-added
design that will result in unique, distinctive and original products and services.

There is no simple definition of creativity that encompasses all the various dimension
of this phenomenon. Recognising its complex nature, Rosen (1987) refers to creativity as
part of a person’s human capital, i.e., her or his strengths and intangible assets such as
knowledge, skills, general intelligence, educational attainments, or personality
characteristic. In the context of knowledge-based economy, the most common approach
is to consider creativity as a result of cultural creativity, scientific creativity, economic
creativity and technological creativity, as depicted in Figure 1. Cultural creativity
embraces imagination and a capacity to generate original ideas and novel ways of
interpreting the world expressed in text, sound and image; scientific creativity involves
curiosity and a capacity to develop new connections in problem-solving; economic
creativity refers to a dynamic process that leads to innovation in products/services,
business practices, closely related to gaining sustainable competitive advantage;
technological creativity is interrelated to all other kind of creativity, because technology
is part of any other type of creativity.

Figure 1 Creativity in knowledge-based economy (see online version for colours)
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Creativity is a complex process of innovation combining some of all of the following
dimensions: ideas, skills, technology, management, production processes as well as
culture. Being a product of the mind, creativity has a fundamental intangible dimension.
The creative product derives its value from the artistic and human talents incorporated in
it at different stages: creation, production, reproduction and distribution.

Different theories exist describing the role of creativity in contemporary societies. It
is not the aim of this paper to develop such theories, but we focus our work on the idea
that creativity is a prominent guideline of social and economic life, therewith (re)shaping
the social structure of society in a certain way. Florida (2002, p.7) formulated what he
called the Rise of the Creative Class, announcing the advent of a new economic
class — the Creative Class —, described as ‘the norm-setting class of our time’. To his
mind, creativity is a human ability that everyone can use for life and work. In this sense,
everyone can potentially become a member of the creative class. Additionally, Florida
considers creativity as a central value of contemporary societies and identifies the
creative class as the key drivers of the knowledge economy. As mentioned by Rijn and
Tissen (2007), the shift toward a knowledge economy is largely regarded to be a shift
from ‘intellectual-industrial” workers to ‘creative-conceptual’ workers.



Managing creative industries 323
3 Knowledge-based urban development

The origins of KBD can be traced back to influent disciplines such as economics, urban
studies planning, anthropology, psychology, social sciences, architecture, political
economy, innovation management, information and technology management and
knowledge management.

The World Bank has introduced a knowledge-based framework at the national level
called the knowledge-based economy which consist of four pillars — education; science
and technology, and innovation; ICT infrastructure; and economic incentive regime. The
Asian Development Bank expanded this knowledge-based economy framework
to include the application of knowledge management to socio-cultural and
natural-environmental domains. The resulting framework is called knowledge-based
development (KBD) which intends to reflect the combination of two powerful
development paradigms: sustainable development and knowledge-based management.
Evidences in the field of KBD are flourishing day by day at different levels: urban
(Singapur, Barcelona); regional (Veneto, Basque Country); national (Denmark, Australia,
New Zealand); and supranational (European Union).

Since the early 1990s, researchers and policy-makers in advanced economies have
focused on KBD as a means to stimulate economic growth (OECD, 1996) and sustain
industrial competitiveness. In this perspective, KBD concentrates on strategies and
alternative pathways for creating urban ‘centres of excellence’, building up an effective
information structure, providing generalised access to networking, and reducing
backwash effects in respect of knowledge and skilled labour.

Under the umbrella of KBD, other topics, such as ‘KBUD’, ‘creative economy’,
‘creative industries’, ‘creative cities’ or ‘creative class’ have attracted the interest of
governments focusing on the qualitative aspects of development in order to establish a
creative environment for local people and businesses, reintegrate the knowledge sector as
a whole, and facilitate channels of exchange.

In literature abound the concepts, theories and methods relating to these themes
however they are not yet fully developed. For each topic a number of definitions or
clarifying concepts by one or more authors may be provided. Many of the terms are
similar in meaning because they present the same idea according to different points of
view or they describe projects at different levels of government. The KBD approach will
have profound implications for trade, growth and prosperity of regions, cities and
communities. Most advanced economies rely heavily on services, information,
technology and intellectual property. Along with the dominance of these industries comes
the need for greater creativity and innovation in their human capital. The more traditional
industries can also benefit from the existence of talented and creative people. Generally
speaking, the quantity and quality of human capital will determine the parameters for
success. Such phenomenon breeds competition for people, ideas, businesses and quality
of life, influencing and shaping the competitive performance of regions.

The Journal of Knowledge Management dedicates each year, since its first attempt in
2002 as Vol. 6 N° 4, a special issue to the KBD topic. Since then, KBD models of various
types have been proposed, analysed and criticised (Carrillo, 2006). As Knight (2008)
refers, engineering and orchestrating the development of creative urban regions is not an
easy task to undertake. Besides a strong economy, organisation skills, knowledge pool for
talent and investment, socio-cultural vibrancy, technological capacity of society, rich
natural, physical and knowledge assets and amenities, it also requires a new
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understanding and perspective in what concerns physical, economic and social
development dynamics of cities (Baum et al., 2007). In addition, the diversity of human
cultures requires holistic and socially sensitive perspectives of development, which also
take into consideration the critical relationship of human values and their impact upon the
global economic development (Raza et al., 2006).

According to Yigitcanlar (2009), KBUD is a new strategic development approach in
the scope of the global economy competition. It is namely about processes of knowledge
production, and their impact on the urban form and functions, which provides a new
perspective for the development of creative urban regions. KBUD involves contemporary
understanding of value dynamics, capital systems, urban governance, development and
planning.

Figure 2 Three pillars of KBUD (see online version for colours)
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As mentioned by Yigitcanlar and Velibeyoglu (2008), KBUD transcends many of the
economic, social and urban policies. The authors developed a framework, as shown in
Figure 2, grouping relevant areas into what they consider the three pillars of urban
development.

First, KBUD is an economic development strategy that supports:

e codification of technical knowledge for the innovation of products and services
e market knowledge for understanding changes in the economy

e financial knowledge to measure the inputs and outputs of production and
development processes

e human knowledge in the form of skills and creativity.

This first pillar supports a local economic development that is competitive, and integrates
the knowledge-based economy principles.

Second, KBUD is oriented to the societal development improving the means to
increase the skills and knowledge of residents and employees, necessary for intellectual,
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human and social urban development. This second pillar aims to improve the quality of
life by providing products and services for societal development.

Third, KBUD builds and promotes an environment where relationship among urban
development clusters may expand their knowledge base that contribute significantly for
the establishment, reinforcement and sustainability of creative urban regions. This third
pillar aims to promote an ecologically and sustainable urban development.

More recently, Sarimin and Yigitcanlar (2012) compares most relevant existing
KBUD models to identify key and common features contributing to urban development.

4 Understanding the creative economy

Fundamental to an understanding of the creative economy — how it functions and what it
comprises — are the concepts of creative industries, creative cities and creative class.
Much debates surrounds these terms, emerging, at the same time, innovative notions such
as ‘creative commons’ and ‘creative ecology’ (UNCTAD, 2010).

There is no unique definition of the ‘creative economy’. It is a subjective concept that
is still being shaped. For some, it is a holistic concept embracing complex interactions
between economics, culture and technology that are dominated by symbols, texts, sounds
and images. Others, more sceptical, advocate some concerns about its exacerbated
importance. Meanwhile, the creative economy has become a hot topic on the international
economic and development agenda in both developed and developing countries.

Regions and cities are seen as dynamic locales of experimentation and innovation,
where new ideas flourish and people come together to make their communities’ better
places to live, work, and play. They engage different knowledge, value holistic thinking,
and act on the interdependence of economic, social, environmental and cultural goals.

An increasing number of states are recognising a creative sector approach as a useful
and timely part of the solution to a changing economy.

4.1  Creative economy

The term ‘creative economy’ was coined by John Howkins in 2001 in a book devoted to
the study of relationship between creativity and economics and the way they combine to
create extraordinary value and wealth.

There is no universal definition of the term ‘creative economy’. Still being shaped, it
is a holistic concept embracing complex interactions between economics, cultural and
social aspects interacting with technology, intellectual property and tourism objectives.
UNCTAD (2004) refers to the creative economy as an evolving concept based on
creative assets potentially generating economic growth and development. It is a set of
knowledge-based economic activities with a development dimension and cross-cutting
linkages at macro and micro level to the overall economy.

Because of its potential economic and social benefits, the creative economy has
become a hot topic on the international economic and government development agendas
in both developed and developing countries.

Howkins (2001, p.xiv) refers to the creative economy as comprising “financial
transactions in creative products...whose raw material is human talent”. Regarding the
creative economy as the new basis for wealth creation and economic growth, Howkins
(2001, p.ix) writes: “people with ideas — people who own ideas — shave become more
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powerful than people who work machines, more powerful than people who own
machines”. Therefore, he asserts, “the creative economy will be the dominant economic
form in the twenty-first century”. In the same vein, Carrillo (2006) calls the 21st century
the ‘century of knowledge cities’ since creative cities and knowledge urban regions have
become centres of knowledge generation, with specific conditions to support a KBD.

The creative economy is broadly defined as the sum of economic activity arising from
a highly educated segment of the workforce encompassing a wide variety of creative
individuals — like artists, architects, computer programmers, university professors and
writers from a diverse range of industries such as technology, entertainment, journalism,
finance, high-end manufacturing and the arts.

The term °‘creative economy’ is seen as an umbrella to encompass economic
development initiatives with arts or cultural dimensions. The literature shows that states
define their creative economies in a variety of ways, depending on the composition and
character of businesses, non-profits, individuals, and venues that exist in any given area.
Therefore, there is a consensus that individual states should develop definitions that are
appropriate to their unique circumstances and own reality.

The scope of the creative economy is determined by the extent of the creative
industries. Moreover, an important point to consider in the creative economy is the
classification of creative assets. In 1986, UNESCO published its framework for cultural
statistics. This defined ten categories:

1 cultural heritages

printed material and literature
performing arts

visual arts

audiovisual

media

socio cultural activities

sport and games

O 0 9 & »n B~ W

environment
10 nature (UNESCO, 1986).

UNESCO’s focus is on cultural diversity in developing countries and countries in
transition to a market economy. UNESCO tries to standardise a methodology for
statistics on arts and creativity and highlights the following policy issues: copyright,
fiscal schemes, technological infrastructure, capacity building, promotion activities,
investment, export strategies and international partnerships.

4.2  Creative industries

In 1997, the Blair Government established the Creative Industries Task Force (CITF) and
began advancing the proposition that the most successful economies and societies in the
21st century would be creative ones (CITF, 2001). The paradigm shift has been
recognised by economists such as Sveiby (1997), Howkins (2001), Viedma (2003),
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Edvinsson (2006a), among others, who advocate that knowledge and creative production,
exchange and application are now moulding the global economy.

Like Howkins, Florida (2002) has recognised that diverse sectors have the capacity to
supply creativity. Within these sectors the ‘human talent’ operates as micro businesses or
individual artists, important producers of goods and services in every state’s cultural
economy. It is through the work of individual artists that cultural goods are produced,
small businesses are started, and innovative design ideas enter into the marketplace. To
support this role, many states are using small grants to encourage entrepreneurship, new
product development, and career advancement among artists and creative individuals.

The term ‘creative industries’ is of relatively recent origin, emerging in Australia in
1994 with the launching of the report, creative nation. It was given wider exposure by
policy-makers in the UK in 1997, when the Government, through the Department of
Culture, Media and Sport (DCMS), set up the CITF.

Definitions of the scope of ‘creative industries’ vary. The UK’s Department of
Culture Media and Sport (DCMS, 2005) defines creative industries as “those industries
which have their origin in individual creativity, skill and talent and which have a
potential for wealth and job creation through the generation and exploitation of
intellectual property. These have been taken to include the following key sectors:
advertising, architecture, the art and antiques market, crafts, design designer fashion,
film, interactive leisure software, music, the performing arts, software, and television and
radio”.

Emphasising the concept of intellectual property, Howkins (2001) classifies creative
industries into four broad subsectors: copyright, patents, trademarks and design.

UNCTAD (2004) associates the creative industries to the cycles of creation,
production and distribution of goods and services that use creativity and IC as primary
inputs. According to its classification, creative industries comprise a set of knowledge-
based activities that produce tangible goods and intangible intellectual or artistic services
with creative content, economic value and market objectives.

O’Regan (2002, p.19) states that “the creative industries model configures culture as a
service industry and creativity as an application”, while Flew (2002, p.8) advocates that
“the relationship of creative industries to the knowledge economy, cultural industries and
the services industries sector, is central to understanding the dynamics of new economy”.

No matter the classification adopted, what seems clear is that the creative industries
sector lies at the crossroads between the arts, business and technology and deals with the
interplay of various subsectors. A common denominator of all these industries is that
aesthetic attributes are key elements of products and service differentiation and value.

The creative industries are networked, organic and flexible and their value resides
within the generation and trading of intangibles. In this sense, the creative industries need
to be positioned as part of a series of interdependencies that contribute to effective
creative place-making. Hasan et al. (2008) found evidence that creative businesses
stimulate innovation in the wider economy through their supply chain relationships with
business in other sectors.

To gauge the contributions to and potential impact of creative industries on a state’s
economy it is important for each state to identify its creative industries and measure its
creative economy.

The creative economy capitalises on cultural assets including buildings, institutions,
organisations and people. States should then conduct a comprehensive scan of their
cultural assets and include creative industries in their cluster analyses. To get started,
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approaches should be addressed for better identifying and analysing the cultural resources
so that state policymakers may better understand the existing creative industries in their
state and the dynamic roles that these enterprises play in the state’s economy.

To fully understand the economic contributions of those industries it is crucial to
categorise the relevant group of assets in creative industries. In this context, we purpose
that creative industries include human, institutional, physical, organisational and social
assets, as shown in Figure 3.

Figure 3 Conceptualising creative industries (see online version for colours)

Creative
industries
Human Institutional Organisational Physical Social
assets assets assets assets assets

Human assets comprise talented individuals and creative professionals who work in a
wide range of knowledge-intensive industries. For the purpose of this paper, we adopt the
Florida’s definition of creative class. Institutional assets refer to cultural and government
institutions that study encourage and support the integration of culture-related industries
into their state’s economic development strategies. These include offering incentives
targeted at the arts and creative industries as well as development initiatives,
entrepreneurial training and marketing programmes. Organisational assets are those
related to companies, economy and management. Physical assets include buildings,
museums, gardens, etc. Social assets are the relationships established between the
governors, individuals, institutions and companies. It is about communities, collaborative
teams and public-private collaborations.
The creative industries while economically important, they are also about:

e resources of identity

e resources of social inclusion/cohesion

e ceconomy of symbols, values and meanings

e quality, vitality and conviviality of lived human environments
e resources of a sustainable and creative new economy

e development of distinctive local, regional and national identities in the context of
globalisation and potential homogenisation of cultures.

There is a consensus in the literature that it is better to think about the creative industries
at the local and regional levels
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4.3 Creative cities

Knowledge has always played an important role in the creation of wealth and
organisation of life, and has been at the core of city development since the dawn of
civilisation. It is only recently, however, that knowledge and creativity have been
recognised as primary factors that drive city development. Recently, some studies
emphasise how knowledge must be embedded in society contributing to sustainable cities
(Thorpe et al., 2012).

Many cities around the world started to view knowledge, innovation and creativity as
keys to development and economic prosperity, and adjusted their urban planning and
endogenous strategies to the features of and ultimate goals of KBD. With the advent of an
increasingly global society, greater attention has to be given to the cities’ cultural assets
and to their role as knowledge centres.

The concept of creative cities offers advantages to any sustainable urban development
region. Creative cities are dynamic locales of learning and innovation, where new ideas
flourish and people come together to make their community better places to live, work,
and play. They engage different kinds of knowledge, and encourage widespread public
participation to deal imaginatively with complex issues. Martinus (2012) investigates
how local-global linkages and social capital building capacity of five mid-size cities
support innovation and knowledge development.

In such context, the implementation of creative cities projects, all over the world, in
recent years, has been characterised by a great diversity of institutional frameworks and
governance mechanisms.

Despite the developments on this area, Landry (2000, p.8) adverts that we now need
“real models to show what is meant by the creative city”. Edvinsson (2006a) develops the
perspective of a city and its design as a knowledge tool. The author argues that the city
concept and design of its new urbanism is becoming more and more a strategic tool in the
global competition for knowledge or talent war. Furthermore, Edvinsson (2006b)
observes that the creation of wealth in an economy of ideas is closely linked to
intellectual capital for individuals and for organisations — private or public —, and is also
linked to structural capital of cities, communities and nations.

4.4  Creative class

The creative economy is driven by the creative class (Florida, 2008), a class of workers
whose job is to create new forms and ideas which will become realisable economic
assets. According to Florida (2002) and Howkins (2001) intellectual property or
creativity is paired with creative class. The creative class, represented by talents,
constitutes the core of innovative industries. They are both a collective asset to a society
and an economy as well as the labour force which produces knowledge.

The creative class is wide-ranging and includes mathematicians and musicians,
software designers and lawyers, poets and sociologists, economists and engineers,
chemists and novelists, artists, physicists, psychologists and architects. These are all
professions which are knowledge intensive, they are careers usually require a high degree
of formal education, skills acquisition or apprenticeship. Edvinsson (2006a) refers to
‘creative class’ as the equivalent to ore for the industrial society, the most attractive input
of the knowledge economy.
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Based on empirical investigations, Florida and Gates (2002, p.32) conclude that “...a
city’s diversity — its level of tolerance for a wide level of people — is the key to its success
in attracting talented people”.

The Florida’s three Ts — talent, technology and tolerance — focus on new
combinations of artistic or cultural creativity with business entrepreneurship and
technological innovation. The resulting synergies, he argues, are the key to prosperity in
an age of knowledge-based production. And they only occur in those localised settings
where ‘talented’ people choose to live and meet professionally in networks. Three
conditions distinguish these cities as the new economy’s pivotal ‘creative milieux’.

First, they have thick labour markets with rich opportunities for knowledge workers
arising from spatially proximate technology firms, venture capitalists, universities
and research institutes. Second, they have well developed and attractive urban
amenities — preserved natural and built environments — suited to the recreational
preferences and aesthetic sensibilities of younger professionals. Third, the urban culture
is defined, on the one hand, by its tolerance of diversity, and on the other hand, by the
vibrancy and local flavour of its street scene reflected in cafés, clubs, music, theatre,
design, and fashion. Where these three conditions intersect, Florida finds clusters of
creative industries and imaginative reuse of urban space. Based on these assumptions,
Figure 4 depicts the platform that nurtures and sustains creative industries.

Figure 4 The platform of creative industries (see online version for colours)
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5 Sustainable development and a sustainable society

Sustainable development is a popular and important concept, but one that is difficult to
define. A great number of alternative definitions of sustainable development exist. The
concept of ‘sustainable development’ was popularised as a normative goal by the World
Commission on Environment and Development in their 1987 report to the General
Assembly of the United Nations, Our Common Future (World Commission on
Environment and Development, 1987). There, sustainable development was defined as a
development:

e that meets the needs of the present generation

e that does not compromise the ability of future generations to meet their own needs
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e in which each individual has the opportunity to develop himself in freedom, within a
well-balanced society and in harmony with its surroundings.

This definition suggests the need to balance two concerns, one having to do with present,
or intra-generational needs and the other having to do with future, or inter-generational
needs.

In essence, sustainability is about the quality of life and the possibilities for
maintaining this quality in future. “What sustainability is, therefore, depends on public
opinions about quality of life, the distribution of this quality across the globe, and the
scientific understanding of the functioning of humans and natural systems” [RIVM,
(2004), p.5]. This definition refers to the quality of life and the possibilities of
maintaining these qualities for future generations. What sustainability is, therefore,
depends on public opinions about what quality of life is. This means that we should try to
find what sustainability means for us and for other groups, and how to reach this goal in a
scientific way. The challenge is to think and promote a region development based on
three target areas: social solidarity, economic efficiency and ecological responsibility.
Every state strives to support the prosperity and productivity of its people and its
communities. In this context, it is urgent to indicate the direction to be taken in order to
create and maintain a sustainable society.

An increasing number of states are recognising a creative sector approach as a useful
and timely part of the solution to a changing economy. Increasingly, place-making
strategies focus on their cultural offer and on the presence of cultural infrastructure and a
dynamic creative industries sector. This means that by helping to create positive images,
vibrancy and distinctiveness, the creative industries sector has a direct impact on inward
investment and the attraction/retention of skilled knowledge workers.

The literature and case studies demonstrate that creative cities contribute significantly
to meeting important local and national policy goals ranging from economic innovation
to social citizenship and environmental sustainability. Clearly, all governments have an
important stake in supporting initiatives that make cities creative. Kuan Yew (2000,
p.691) state that the basic principle for the progress of Singapore is “social cohesion
through sharing the benefits of progress, equal opportunities for all, and meritocracy,
with the best man and woman for the job, especially as leaders in government”.

According to the European Commission (2010a), The Capitals of Culture Project,
inaugurated in 1985, seeks to highlight “the wealth and diversity of European cultures”,
promote “mutual understanding between European citizens”, and “encourage a sense of
belonging to the same European family by making us aware of our common European
roots and our shared ambitions for the future”.

A point to emphasise is that sustainability is not just about the environment. A
sustainable society must be just and equitable, and provide opportunities for each
member of the community to reach his/her potential. A sustainable society provides
access to work, play, healthcare, education and so on, for each of its members.

6 The role of creative industries in sustainable urban development

As mentioned above, the KBD model comprises three pillars: economy, society and
environment. In this scenario, culture has an integral role in sustainable development.
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Within the sustainability field, culture is often discussed in terms of cultural capital,
which goes beyond arts and heritage to encompass diverse traditions, values, place, and
social history. The stock of cultural capital, both tangible and intangible, is what we
inherit from past generations and what we will pass onto future generations. In this sense,
cultural sustainability means change occurs in a way that respects cultural values.

Goede (2009) discusses the factors involved in developing and attracting the creative
class in the case of Curagao, a small Caribbean island, and concludes that the main reason
that Curagao has not developed into a creative economy is because there is no shared
vision of how this should be achieved. Further, he explains that the government needs to
understand the importance of the creative class and implement policies to support its
functions, by focusing on institutional arrangements and on people, ideas and technology
and not weaken the vital factors.

Some case studies reveal that non-profit cultural organisations have an important role
in the education and training of creative individuals or as incubators for enterprises that
make up the creative sector. Many arts organisations are not-for-profit — which includes a
wide variety of performing groups, arts centres, guilds, museums, performance venues,
festivals, and school programmes — but are important to include in an analysis because
they serve as assets for attracting and retaining the ‘creative class’ and provide aesthetic
value to the community.

UNESCO (2005) states that to develop a cultural economy, all relevant government
agencies, civil society and the private sector must be involved. In addition, Kuan Yew
(2000) emphasises the role of meritocracy in promoting talents and capabilities in cities.

Then, the main actor of creative economy is the creative class and some factors are
identified as contributing to the rise of the creative class:

1 Institutional framework: this includes legal system, the protection of property rights
and intellectual property, political stability and judicial system. Furthermore,
intermediary institutions have an essential role to play in helping to build trust and
understanding of objectives and expectations of citizens.

2 Meritocracy: appointing people based on their talents and capabilities. Such a
system, in theory, forms the basis of an ‘equal opportunity’ society.

3 Real estate and old buildings: as a rule, creative industries build upon a rich and
diverse core of cultural heritage and skilled artists. In this respect, an attractive real
estate market and the availability of old and historic buildings offer opportunities to
concentration of creative people.

4 Entrepreneurial initiatives: the dynamic process of new firm creation introduces and
disperses innovative products processes, and organisational structures throughout the
economy. A diverse range of entrepreneurs and the free movement of their services
is a pre-requisite for a culturally diverse offer to consumers.

5 The level of education of people: creative industries are knowledge-driven industries
that tend to gravitate towards specialised labour markets. International studies refer
that the knowledge economy becomes feasible if 50% of the working population has
a higher education background.

The popular literature on creative industries has been largely dominated by the work of
Richard Florida. Economic development, according to Florida, depends on a region’s
ability to foster the three T’s ingredients: tolerance, talent and technology. A tolerant area
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attracts diverse people with different sets of ideas and skills. Diversity and concentration,
in turn, speed the flow of knowledge. This increase in knowledge creates a base of
creative capital — the education, skill development and training that incubates creative
thinking. Over time, the talented workers of the region create reputation among
individuals and with stimulating interaction, individuals move to this area. Then, in order
to take advantage of an educated and creative class, businesses follow.

Figure 5 Factors promoting cultural sustainability (see online version for colours)
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The popularity of Florida’s work has led to a zealous implementation of his creative class
thesis by many policymakers and urban planners. In his influential work, Florida argues
that “creative professionals (including managers, researchers and scientists) tend to be
attracted to cities or communities sharing a rich cultural life and tolerance for alternative
lifestyles. Academic research suggests that large scale industrialization of creativity and
cultural innovation occurs in large urban areas” (European Commission, 2010b).

Creative clusters generally emerge organically in specific urban frameworks through
relations of production, work, research, education, entertainment and leisure. Creative
clusters have been defined as a combination of production and distribution activities
operating within a common structure, capable of promoting creativity, research
applications and distribution systems, and sponsored by both private and public
financing. They are seen as a concentration of competitors working together, or dissimilar
workers and institutions that share an economic system.
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From the revision of literature, a tentative template emerged in Figure 5, which
highlights some of the major driving forces for nurturing and sustaining creative clusters
surrounding citizens, a source of sustainable urban development.

7 Discussion and policy implications

Linking creative economy concepts and the KBUD mechanisms is a development
approach that aims to make creative industries compatible with the knowledge economy.
Creative industries are seen as a source of innovation for the knowledge economy and the
KBUD mechanisms offer citizens opportunities to foster knowledge creation, knowledge
exchange and knowledge application promoting creativity and innovation.

Incorporating the creative economy concepts in the KBUD strategies is a complex
task due to the fragmented concepts and cross disciplinary approaches can be taken. The
creative economy extends to almost all areas of government policy, calling for an
integrated cross-cutting approach. Our work aims to focus on enabling conditions for the
emergence of creative clusters and cultural sustainability, based on the Florida’s
elements. However, other approaches are referred in the literature. The UNESCO Report
(2012) on Culture: a driver and an enabler of sustainable development states that cultural
heritage, cultural and creative industries, sustainable cultural tourism, and cultural
infrastructure can serve as strategic tools for revenue generation, particularly in
developing countries given their often-rich cultural heritage and substantial labour force.
The Report recommends policymakers and governments to integrate culture in the
development agenda and for that, clear objectives, definitions, mechanisms, tools,
monitoring and evaluation systems are needed.

Academic research suggests that large scale industrialisation of creativity and cultural
innovation occurs in large urban areas (European Commission, 2010b). Creativity and
innovation have a strong and distinctive regional dimension. Policies and support
instruments need to be determined locally (a place-based development approach),
building on local specificities and assets and tapping into local resources. At the same
time, effective coordination between different policy and administration levels is
essential for success. Impact assessment and evaluation tools should be built into
development strategies to support the design of evidence-based policies.

The most important contribution of this paper for policymakers is to purpose an
approach to integrate culture into governance, focusing on attraction and support of
creative class where conception and practice of development is formulated with a view to
inclusive and sustainable development. However, other factors should be analysed such
as financing support and legal policies.

8 Conclusions

The KBUD framework provides a clear understanding on identifying and managing local
creative industries. Creativity is one of the vital sources for attracting investment and
talent that drive the economic vitality of a city.

Creative cities play an important role in the knowledge economy and may be seen as
an opportunity for reinvention. The culture-generating capabilities of cities are being
harnessed to productive purposes, creating new kinds of localised competitive advantages
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with major employment and income-enhancing effects. Therefore, the transformation of
cities is facing a new challenge that is to maintain the innovation leadership in a context
of crisis. Essentially this means cities’ future opportunities as a cultural reservoir, as a
cultural producer and as a citizen’s cultural project.

The creative city strategy is not only recognised the importance of creativity and
creative industries, but also urban development and renewal, ecological sustainability,
and development of social and human capitals.

Creative cities such as Barcelona, Copenhagen or Aston demonstrate that local
policymakers can play an important role in preparing cities for the requirements of the
knowledge economy, particularly, preparing communities for developing its urban
competitiveness. The culture-generating capabilities of cities are being harnessed to
productive purposes, creating new kinds of localised competitive advantages with major
employment and income-enhancing effects.

We argue that c‘creative economy’ concept help us to broad the idea of
‘sustainability’. If crisis is defined as the inability of a system to reproduce itself, then,
sustainability is the opposite: the long-term ability of a system to reproduce. This
criterion applies not only to natural ecosystems, but to economic and political system as
well.

Ultimately, creative concepts are sustained by high quality economic growth, being
creative cities centres of industrial growth and cultural expression. Communities should
be the primary locus of responsibility for creating a sustainable society and creative cities
have to prove to be innovative new ways to promote social and economic development.

We argue that much more research is needed to better understand how the ‘creative
economy’ concepts contribute to a sustainable urban development. There are specific
challenges relating to the identification, developing and managing of creative industries
within a region or city and these relate to critical assets (human, institutional,
organisational, physical and social), key elements of the KBUD pillars.
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