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ABSTRACT

Relevance The growing importance of creative industries in Russia’s economy
underscores the need for effective management strategies to support the re-
industrialization of second-tier cities, with a focus on socio-economic growth
and the preservation of local identity.

Research Objective The article aims to identify key factors that influence the
development and implementation of creative reindustrialization strategies in
second-tier cities.

Data and Methods Using econometric modeling, the study analyzed data
from 50 industrial cities in Sverdlovsk and Chelyabinsk regions (2010-2024),
sourced from the Federal State Statistics Service, the Ministry of Construction,
Housing and Utilities, and the Presidential Grant Foundation.

Results. The study identified key factors contributing to the growth of creative
industries, including the expansion of creative sector companies, proximity to
regional centers, increased grant applications, the presence of manufacturing
enterprises, growth in local government revenue, and the development of new
housing. A comprehensive set of government support measures was proposed,
encompassing infrastructure development, financial assistance, educational
initiatives, informational resources, and regulatory improvements.
Conclusions Essential government support to creative industries should in-
clude infrastructure development, simplified administrative procedures, tax
incentives, institutional and legislative backing, and export promotion. Other
support measures can be tailored to the chosen management strategy and re-
gional needs, resulting in the creation of a flexible system centered around lo-
cal identity.
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daxTopsl pOpMHUPOBAHUA U PeaTU3AINH CTPATETrUid yIIpaBJIeHUA
KpeaTHUBHOU penHAyCTpHUaIu3anuei

AHHOTAIINA

AKTyanbHOCTS. [ToBbIIIEHVE 3HAYEHNA KPEaTUBHbIX MHIYCTPUIL B SKOHOMU-
ke Poccnu cTaBut npo6emy paspadoTku 9 HeKTUBHBIX CTpaTeruil ypase-
HIISL, TIOIOXKUTE/IbHO BIMAIOIINX Ha IPOLeCC PeMHAYCTPUaIN3alyN TOPOLOB
BTOPOTO 3MIeNoHa. [Ipu 3TOM KOHEYHOII LIebI0 AB/IAETCA COIMANTbHO-IKOHO-
MUYeCKUIT POCT TOPOAOB IIPJ COXPAHEHUN TOKaIbHOIN NIeHTUYHOCTI TeppH-
TOPUIL.

Ilenp uccnemoBanms. Borasnenne GpakTopos, 00ycIaBIMBaOINX GOpMUPO-
BaHUe I pean3alyio CTPATernii yIpaBIeHNsa KpeaTUBHOI PEeVH/yCTpUanm3aa-
IMeil B TOPOfIaX BTOPOTO 3IIeNTOHa

[JaHHBIe M MeTOAbI. BbLaB/IeHNe Hanboee 3HAYMMBIX (HaKTOPOB OBLIO MPO-
BEIEHO C IIOMOIIbI0 SKOHOMETPUYECKOTO MOfeNIupoBaHus. TecTMpoBaHMe
IPOBOAMIOCH Ha BBIOOPKE aHHBIX IO 50 MpOMBINIIEHHBIM ropofaM Ceepp-
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noBckoit u YensibuHckoit obmacteii 3a mepuop ¢ 2010 mo 2024 rr. [lanHble a1
aHa/m3a 6bUIM cOOpaHbI 13 0A3bl HaHHBIX IIOKa3aTe/leil MyHUIVUIIAIbHBIX 00-
pasosanuit QefepanbHOil CIYXXOBI TOCYAAPCTBEHHON CTATUCTUKY, MUHM-
CTepCTBA CTPOUTENbCTBA ¥ KVIMIHO-KOMMYHA/IBHOTO X03siicTBa Poccnmit-
ckoit Qepepanuy, GoHja TPe3nIEHTCKIX IPAHTOB.

Pesynprarbl. Pe3ynpraTbl IOKasaay, YTO MOMOXKUTENIBHO BINAIOT Ha PasBU-
TIe KPeaTMBHBIX VHAYCTPUIl Clefyiomue ($aKTOpbl: POCT KOMIIAHMII Kpea-
TMBHOTO CEKTOPA, PAacCTOSHNE JJO PEIMOHAIBHOTO LeHTPa, GaKT IMojady 3a-
SIBOK Ha I'PAHTBI, KOMMYECTBO 00pabaThIBAIOIINX U JOOBIBAOIMX IIPEATIPH-
ATUI, POCT JJOXOLOB MECTHOTO OIOXKeTa, BBOJ, HOBOTO >X1jbs. Paspaboran
KOMIUIEKC Mep TOCYIapCTBEHHOI NOfIep>KKY, 00eCIeYBAIOIIVIX peaTn3aliio
CTpaTeruil yIpasjeHVsl KpeaTUBHBIMU VMHAYCTPUAMU II0 CIEYIOLIVMM BUIAM:
undpacTpyKTypHas, puHaHCOBas, 0OpasoBaTenbHast, HHYOPMALVIOHHAS, pe-
TY/LATOpPHAS.

BroiBoppl. CrieaH BBIBOJ, O TOM, YTO Ba>KHBIMM U IEPBOOYCPEIHBIMI BUAMU
TOCYHapCTBEHHOI MOAEPXKKH ABJIAETCS MHPPACTPYKTYPHAs MOATEPIKKA Kpe-
aTMBHBIX MHAYCTPUIL, YIPOILIeHNe aiMUHICTPATUBHBIX IIPOLIEAYP, HAJOTrOBas
CTUMYIALMA, MHCTUTYLIMOHA/TIbHAA U 3aKOHOJATe/IbHAA MIOANEPXKKa, a TaKxke
IIOMOLIb B IIPOABIDKEHNMY 9KCIIOPTHBIX TOBAPOB ¥ YCIYT KPeaTUBHOTO ON3He-
ca. OcTabHble BUJIBI TOCYAPCTBEHHON TOAAEP)KKI MOTYT IIPUMEHATHCS B 3a-
BUCUMOCTY OT BBIOPAHHOI CTpaTern yIpaB/IeHUs KPeaTBHbIMY NHAYCTPU-
SMU U 0COOEHHOCTEN TePPUTOPUY, TeM CaMbIM GOPMUPYS MOIYIbHYIO CUCTe-
MY YIIpaBJIeHs, SPOM KOTOPOI sIB/IA€TCA JIOKATbHASA UIEHTUYHOCTD.
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Introduction

As the process of localization gains momen-
tum worldwide, there is an «increased interest in
the local, and consequently, the value of local cul-
tures» (Auzan et al., 2022). This trend makes the
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strategic management of creative reindustrializa-
tion crucial for the development of small and me-
dium-sized cities. The process varies significant-
ly, shaped not only by the initial level of develop-
ment but also by various factors influencing the
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dynamics of industrial cities (). A key task here is
to strengthen local identity, which forms the foun-
dation for designing and implementing a manage-
ment strategy. This strategy focuses on developing
the urban creative economy, leveraging local re-
sources, and supporting projects that attract peo-
ple and foster prosperity (Kazakova, 2020).

A pivotal aspect of regional policy that can
drive sustainable development is the growth of
the creative sector and its increasing share in the
gross regional product (GRP) (Turgel et al., 2023).
Regions and provincial cities hold significant po-
tential, which can be unlocked to transform ur-
ban spaces, industrial sites and zones (Turgel &
Antonova, 2023). This transformation can cre-
ate creative clusters, art residencies, and other in-
frastructure projects (Vlasova et al., 2021; Bu-
grov, 2022).

Global experience shows that the develop-
ment of creative clusters helped deindustrialize
old industrial regions and attract new investments
(Bonello et al., 2020). Russia’s former industri-
al cities are characterized by uneven urban devel-
opment, resulting in abandoned factories and de-
teriorating residential areas. In this context, the
research by Antonova et al. (2023) is of interest,
where the authors propose the concept of «cre-
ative reindustrialization» as a new form of eco-
nomic transformation in industrial cities through
the development of creative activities.

To ensure sustainable development, region-
al policy should focus on increasing the creative
economy’s share in GRP, which should be sup-
ported by clear regulations and targeted mecha-
nisms. However, regional differences in defining
creative industries (Abankina et al., 2022) make
it challenging to identify sector companies and
measure the size of this sector accurately. Howev-
er, with the introduction of Federal Law No. 330-
FZ in August 2024, this issue can be considered
resolved, at least at the legislative level'. The law
mandates the creation of a register of creative in-
dustry companies, which will help identify cre-
ative sector organizations in different regions and
establish a comprehensive accounting system,
thereby facilitating further support for the cre-
ative economy.

However, global experience in the develop-
ment of creative industries clearly demonstrates

! Federal Law No. 330-FZ of 08.08.2024 «On the Devel-
opment of Creative Industries in the Russian Federation»
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that urban policy cannot be «universal» and must
avoid «copying» (Imperiale et al., 2021). To devel-
op individualized management policies for each
region, it is important to preserve and emphasize
its local identity, which is a critical resource for
the development of the creative sector (Turgel et
al., 2023). Russian policy in the field of creative
industries is still in its early stages, as are academ-
ic discussions on the subject, which are current-
ly limited to qualitative assessments and analyt-
ical reviews (Boos et al., 2023). As the regulato-
ry framework, grant-based funding systems?, and
regional support programs for creative entrepre-
neurs evolve, the need arises to analyze the fac-
tors influencing the creative industry’s growth.
This will help identify key growth drivers and in-
form the development of region-specific funding
policies.

This article aims to identify the factors that
determine the formation and implementation of
creative reindustrialization management strate-
gies in second-tier cities.

The research objectives are as follows:

1. To analyze the factors influencing the man-
agement of creative industries in second-tier cit-
ies using econometric analysis;

2. To determine the significance of factors for
the three strategies of managing creative industries:
conservation, transformation, and generation;

3. To develop a comprehensive set of state
support measures that ensure the implementation
of creative industry management strategies using
a modular approach.

The tasks outlined above determined the
structure of this paper. The first part presents a
quantitative analysis of the factors using econo-
metric modeling. The second part evaluates the
significance of the factors for each of the three
creative industry management strategies: conser-
vation, transformation, and generation. The final
section proposes a set of state support measures
designed to create conditions for implementing
creative industry management strategies based on
a modular approach.

The novelty of the research lies in identifying
and assessing factors that shape creative reindus-
trialization strategies in second-tier cities.

? The main source of funding for creative industries in
Russia at the moment is the Presidential Fund for Cultural Ini-
tiatives. Available at: https://xn--80aeeqaabljrdbg6a3ahhcl4ay-
9hsa.xn--plai/public/application/cards
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For management strategies aimed at creative
reindustrialization in second-tier cities to suc-
ceed, they must be grounded in local identity and
consider the factors that shape and support these
strategies. 'This study considers these factors as
tools to promote and strengthen locality, ensur-
ing the successful implementation of creative in-
dustry management strategies. Additionally, state
support measures realized at the municipal lev-
el can enhance these factors’ impact on the urban
creative economy and maximize the effectiveness
of the strategy.

The findings may be of interest to regional
and municipal authorities, as well as other stake-
holders, in developing strategies to transform old
industrial cities into talent hubs, driving their suc-
cessful revitalization.

Theoretical Framework

The analysis of theoretical and empirical
studies shows the importance of researching the
factors that influence creative economy develop-
ment, particularly for scholars and experts in-
volved in regional policy-making.

Most articles on policies regulating creative
industries and the role of institutional develop-
ment suggest that the number and diversity of
creative industries positively impact urban econ-
omies (Yum, 2016). A significant portion of the
literature focuses on the development of creative
industries in industrial regions. Some authors
argue that the strong presence of traditional in-
dustries limits the entry of non-extractive sec-
tors in regional markets. Breul & Nguyen (2022)
show that effective regional institutions can help
reduce the negative impact on regional diversi-
fication.

Research on creative industry management
policies also highlights the importance of social
aspects of economic development, such as creat-
ing a favorable business climate, fostering local
leadership, promoting tolerance, and building
social capital. In this context, local administra-
tions play a key role as organizers of these pro-
cesses (Fazlagi¢ & Szczepankiewicz, 2020). Gov-
ernment institutions are often the central figures
determining financial support for creative indus-
tries, as creative businesses are considered high-
risk for outside investors (van Blitterswijk, 2019).
In Russia, grant support from the government
depends both on experts from the Presidential

R-ECONOMY J

Fund for Cultural Initiatives’, who help allocate
federal funds for cultural and artistic projects,
and on regional government institutions respon-
sible for overseeing grant applications and co-fi-
nancing projects. In global practice, state finan-
cial support is not always direct and may also in-
volve indirect support measures. For example, in
2018, the European Council supported a reduc-
tion in VAT on digital publications, which con-
tributed to the increased consumption of cultur-
al goods (Borowiecki &Navarrete,2016).

An alternative to government funding for
cultural projects in the US and Europe is crowd-
funding platforms, which saw significant growth
during the COVID-19 pandemic (Handke & Dal-
la Chiesa, 2022). Crowdfunding platforms enable
the execution of creative projects that engage large
groups of people (Cicchiello et al., 2023), though
they are still underutilized in Russia.

For this study, we used the number of grant
applications submitted by municipalities in our
sample as an indicator. Given the specific nature
of creative industry funding in Russia, this indi-
cator reflects the activity of local authorities in se-
curing federal funding. Since the local budget is
the primary source of co-financing for creative
projects, we also included indicators of local bud-
get revenues (revbudget) and expenditures (ex-
pbudget), as well as investments in fixed capital
funded by municipal budgets (invest).

The literature on the development of the cre-
ative sector places a special emphasis on the spatial
aspect, particularly the impact of the geograph-
ical clustering of creative industries as a factor
that stimulates the economic growth of a region
(Fleischmann et al., 2017). The authors argue that
the creation of a creative sector should not be im-
posed «top-down,» but should instead emerge or-
ganically from the development of communica-
tion networks and knowledge exchange among
entrepreneurs, who are typically concentrated in
specific areas. They justify this by emphasizing the
need for clustering creative enterprises to main-
tain their competitiveness. Tomczak & Stachowi-
ak (2015) discuss the selection of optimal criteria
for analyzing spatial and locational aspects. Liu et
al. (2015) consider the issue of urban planning re-

* Official website of the Presidential Fund for Cultural
Initiatives. Available at: https://xn--80aeeqaabljrdbg6a3ahh-
cl4ay9hsa.xn--plai/?ysclid=mlen697dyh3753572
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structuring in connection with the development
of creative industries, using industrial cities in
China as an example. Fazlagi¢ & Szczepankiewicz
(2020) argue that the proximity to a metropolitan
area is a key factor in the development of creative
industries, equating its importance to the level of
local government involvement. The clear influ-
ence of this factor led to the inclusion of the dis-
tance from the regional center (dist) as an indica-
tor in our research model.

The set of socio-economic factors to be con-
sidered encompasses aspects such as urban com-
petitiveness and its connection to the creative
economy. Urban competitiveness is a multifaceted
concept that includes economic indicators, urban
development potential, attractiveness, and human
capital (Li, X., 2020). These factors influence the
development of the creative economy in different
ways. Li (2019) highlights human capital as the
most critical factor. Consequently, urban manage-
ment strategies should prioritize support to cre-
ative organizations in creative industries first, fol-
lowed by efforts to attract labor resources. In our
model, we selected the Urban Environment Qual-
ity Index (urbanind) as an indicator of the com-
petitiveness of Russian cities, along with migra-
tion growth rates (migr).

Most articles on socio-economic factors focus
on how specific indicators drive the growth of cre-
ative industries. We, however, focused on indica-
tors relevant to industrial cities. For example, in
former industrial regions, the growth of creative
industries depends on the interaction between
creative businesses and industrial real estate. Cre-
ative industries play a crucial role in transform-
ing post-industrial real estate, such as repurpos-
ing inactive industrial zones and abandoned fac-
tory buildings into income-generating creative
spaces (Kiroft, 2020). This trend is also evident in
Russia, particularly in the rapidly developing Ural
region (Kurumchina, 2022). Given the selection
of industrial cities in our research, one hypothesis
suggests that the number of manufacturing (man-
ufactcompany) and mining enterprises (mining-
company) influences the development of the cre-
ative sector.

Rollman (2024) highlights the significant in-
fluence of developers on the cultural and arts sec-
tor, particularly regarding what, where, and how
art is positioned, which, in turn, affects govern-
ment funding for specific creative projects. Ad-
ditionally, the creation of creative clusters and
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venues attracts both human labor resources and
tourist flows, necessitating the development of
a robust accommodation infrastructure (Waitt &
Gibson, 2014). These considerations led us to in-
clude in our model the indicator of available plac-
es in collective accommodation facilities (plac-
es hotel) and the number of residential buildings
commissioned in a municipal area (house).

In multifactor models of creative industry de-
velopment, a group of social and cultural vari-
ables is identified among the significant factors
positively influencing the creative sector. These
include private spending on culture, the creativ-
ity index, government spending on culture, the
number of patents, and the tolerance index (Mar-
tinaityté & Kregzdaité, 2015). Research on factors
influencing the development of cultural and cre-
ative industries in China revealed several key pos-
itive factors, such as advancements in technolo-
gy, supportive policies, state financial support,
human resources, social culture, and the cultur-
al consumption environment (Li & Liao, 2021). In
both studies, the dependent variable was the add-
ed value of creative industry enterprises, which
serves as an indicator of their development. Thus,
the proposed models for evaluating the creative
industries fail to fully reflect their unique char-
acteristics, treating them like any other econom-
ic sector. However, we align with Loots and Wit-
teloostuijn (2018), who consider companies in
the creative sector as a special case. For creative
professionals, the motivation system differs sig-
nificantly from that of other entrepreneurs, with
the act of creative behavior itself being a key fac-
tor in their utility. As a result, creative entrepre-
neurs often struggle to delegate creative produc-
tion tasks to employees. This, in turn, limits the
growth of personnel in creative firms and impos-
es conscious constraints on their scale and profit-
ability. Given this peculiarity, we propose to assess
the growth of the creative business not in terms
of a firm’s revenue growth but by the increase in
the number of creative industry enterprises. This
consideration determined the choice of the de-
pendent variable in our model, favoring the num-
ber of organizations in the creative sector. Final-
ly, it should be noted that studies on the develop-
ment of creative industries in Russia vary in their
approaches, methods, and data, with most being
theoretical, conceptual, qualitative, or thematic in
nature. There is, however, a lack of research us-
ing statistical and factor analysis to examine the
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Online ISSN 2412-0731


http://r-economy.com

R-ECONOMY, 2024, 10(4), 475-494

doi 10.15826 /recon.2024.10.4.029

480

factors shaping and implementing management
strategies for creative industries, which is a gap
partially addressed by our work.

Methods and Data

Testing was conducted on a dataset from ur-
ban districts in Sverdlovsk and Chelyabinsk re-
gions (Appendix 1). The sample consists of pan-
el data for 50 cities in these regions, covering the
period from 2010 to 2024. Data for the analysis
were collected from official sources, including the
database of municipal indicators from the Feder-
al State Statistics Service, as well as websites of rel-
evant agencies such as the Ministry of Construc-
tion, Housing, and Utilities of the Russian Federa-
tion and the Presidential Grant Foundation.

To test the previously formulated hypothe-
ses, spatial, economic, social, and institutional in-
dicators of the selected cities were gathered (Ap-
pendix 2). Some indicators contain missing val-
ues due to the specificity and limited availability
of the data.

To achieve the first research objective, four
hypotheses were tested: (1) Cities located farther
from the regional center have fewer incentives to
develop creative businesses; (2) The submission of
grant applications is a significant factor that stim-
ulates the growth of creative businesses; (3) Man-
ufacturing and mining enterprises have a sig-
nificant impact on the development of the cre-
ative sector: the more such companies a city has,
the greater is the number of creative businesses;
and (4) The submission of grant applications by
municipalities is a significant factor that stimu-
lates the growth of creative businesses. The results
of the model served as the foundation for achiev-
ing the second and third objectives of this study.

The initial model specification was chosen
in a functional form where, for normalization
purposes, some factors were taken in logarith-
mic form (e.g., the number of manufacturing and
mining enterprises), while other factors remained
unchanged (e.g., the Urban Environment Quali-
ty Index).

The selected model specification is as fol-
lows (1):

yit - ait * Zﬁit lnxit * Zyitzit * €it' (1)

In estimating our panel data, we followed the

traditional approach, using three main methods:

the pooled ordinary least squares (POLS) meth-
od, the fixed effects (FE) method, and the random

R-ECONOMY J

effects (RE) method. An important step in this
process is testing the data for heteroskedasticity,
endogeneity, multicollinearity, and serial autocor-
relation, and then making adjustments to the re-
sults based on the characteristics of the data be-
ing tested.

Results

The Hausman test shows that the most appro-
priate method for analyzing the sample is fixed ef-
fects estimation. The modified Wald statistic for
groupwise heteroskedasticity in the residuals of
the fixed-effects regression model revealed the
presence of heteroskedasticity, meaning that ad-
justments for heteroskedasticity are necessary to
obtain consistent estimates. The Wooldridge test
showed the presence of serial autocorrelation in
the model. Testing various model specifications
for multicollinearity led to the exclusion of cer-
tain factors from the analysis (e.g., population
size, number of SMEs). The final estimates of the
model using fixed and random effects methods,
with corrections for heteroskedasticity and auto-
correlation, are presented in Table 2.

Certain factors in the different tested specifi-
cations show estimates and significance levels that
contradict the overall logic of the analysis. For in-
stance, if we focus on the results obtained from
the fixed effects method, we would conclude that
the submission of grant applications in the cre-
ative industries negatively affects the growth of sec-
tor companies, while the industrial base of the city,
represented by manufacturing and mining enter-
prises, is an insignificant factor. It is also import-
ant to note that, due to the causal relationships be-
tween the dependent and independent variables in
the model, there is a potential endogeneity issue
that skews the final estimates. In this case, we as-
sumed that the estimates are inconsistent, and they
also fail to account for the dynamic nature of the
data. It is assumed that the dependent variable may
be influenced not only by factors from the current
period but also by factors from previous periods.
In such a case, the fixed or random effects meth-
ods for panel data may yield inconsistent estimates.
Therefore, the most effective method in this case
is the Generalized Method of Moments (GMM),
which allows for the inclusion of lagged values of
variables in the model (Wooldridge, 2001). Anoth-
er key advantage of this method is its ability to ac-
count for potential endogeneity and correct the is-
sues mentioned above.
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Table 1
Results of panel data testing with fixed effects, random effects, and the generalized method of moments
FE with correction for RE with correction
Variable Description of the variable heteroscedasticity and f . GMM
o or autocorrelation
autocorrelation

L1.Lnum._c Lag value (ﬁrst. level) of creative _ ~ 0.504+%*
sector companies

L2.Lnum, c Lag value (secqnd level) of creative _ B 0.107%*
sector companies

dist ?eistl?r?lce from the regional cen- B 0.001* —0.0008%+
Dummy variable for grant applica- ok o

appl_dummy tions (1 - yes, 0 - no) -0.101 -0.1 0.035
Logarithm of the number of ex-

Imanmin traction and manufacturing enter- 0.111 0.767*** 0.212%*%*
prises
Logarithm of the total revenue of

Irev companies across all sectors of the 0.079** 0.029 -
economy

L1 Lag value (first level) - - 0.071%¢*

urbanind Urban Environment Quality Index -0.009*** 0.003 -

L2 Lag value (second level) - - 0.0007

Irevbud Logarithm of local budget revenues 0.048 0.037 -

L1 Lag value (first level) - - 0.111%%*

lhouse Logarithm of housing construction 0.102** 0.189**% -

L2 Lag value (second level) - - 0.038**

Note: L1 - first-level lag, L2 — second-level lag. * - 10% significance level, ** — 5% significance level, *** - 1% significance level.
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Source: compiled by the authors

After testing various specification options,
the following results were obtained (Table 1).

The results of the GMM testing consider the
specific nature of the analyzed data and provide
consistent estimates. As a result, the final conclu-
sions, based on the previously stated hypotheses,
are drawn from the estimates obtained using the
GMM method.

Discussion

The quantitative analysis revealed several fac-
tors that positively influence the growth of cre-
ative industries in the selected sample of indus-
trial cities.

1. The growth of creative sector companies
in the previous two years stimulates the creation
of creative businesses in the current year, which
can be explained by the factors shown in Figure 1.

Creation of a favourable ecosystem. Successful
companies in the creative sector create an envi-
ronment that attracts new entrepreneurs in sever-
al ways. First, they attract and train talented spe-

R-ECONOMY J

cialists who may later start their own businesses,
building a pool of experienced professionals ready
for new challenges. Second, the growth of creative
businesses fosters the development of infrastruc-
ture, as creative clusters (such as hubs and accel-
erators) form around successful companies, offer-
ing new entrepreneurs resources and collabora-
tion opportunities (Evmenov et al., 2023). Third,
successful creative industry companies attract in-
vestments to the creative sector as a whole, mak-
ing it easier to secure funding for startups.

The emergence of new niches and opportuni-
ties in the creative business sector. The success of
major creative companies drives the search for
new ideas and approaches, fostering competition
and innovation. These innovative technologies
and tools, initially funded by large corporations,
gradually become accessible to small businesses,
encouraging their growth, which opens up new
niches and opportunities for new market partic-
ipants. Furthermore, research shows that the suc-
cess of creative products shapes new consumer
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The growth of creative

. —

The emergence of new
niches and opportunities
for creative businesses

S Q

Creating a favorable
ecosystem

sector firms

\\\
Stimulate demand for
creative sector products

o

Networking

Stimulating creative
business in the future

Figure 1. Impact of the growth of creative sector firms on the creation of creative businesses.
Source: compiled by the authors

habits and preferences, offering opportunities for
companies that provide novel solutions in this
field. A compelling example is Taiwan, where in-
novative approaches to cultural and creative prod-
uct packaging are being developed. These meth-
ods are viewed as tools to enhance the country’s
«soft power,» boost industrial competitiveness,
and showcase the unique character of the region
(Lin & Lin, 2022).

Stimulation of demand. The development
of companies in the creative sector raises public
awareness of creative products and services (Yuni-
arti et al., 2024), thereby stimulating demand and
creating favorable conditions for new market en-
trants. Additionally, large companies gradually
build trust in the creative sector, making it more
attractive both for investments and for consumers.

Networking. Established companies often in-
teract with other participants in the creative sec-
tor, forming a network of connections that can be
valuable for newcomers. Wohl (2022) demon-
strates that the social networks of entrepreneurs
in the creative industries and their interactions
within these networks influence both the process
of creative collaboration and the resulting innova-
tions. Consequently, various formats of network
interactions open up opportunities for collabora-
tion, joint projects, and the exchange of experi-
ence.

All these factors contribute to the situation
where the growth of companies in the creative
sector creates a positive feedback loop, stimulat-
ing the emergence of new creative enterprises.

2. The distance to the regional center as a sig-
nificant factor. Cities located farther from region-
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al centers have fewer incentives to establish cre-
ative businesses.

Figure 2 illustrates the concentration of cre-
ative industry companies in the cities of Sverdlovsk
and Chelyabinsk regions. In Sverdlovsk region, cre-
ative sector companies tend to cluster around the
administrative center, Yekaterinburg (highlight-
ed in red). In contrast, in Chelyabinsk region, cre-
ative industries are less centralized around the city
of Chelyabinsk, though a trend toward spatial con-
nectivity is still observed, which suggests the need
for further research into creative business networks
in neighboring municipalities.

The results align with the evidence from oth-
er studies (Fazlagi¢ & Szczepankiewicz, 2020) and
can be explained by several factors:

Limited access to resources. Despite the avail-
ability of federal grant programs to support cre-
ative industries, regional and local funding sourc-
es still play a crucial role. Remote areas have fewer
available investments and grants and are char-
acterized by a more pronounced lack of basic
knowledge and skills, and limited market access
(Sugiardi, 2024). However, integrating regional
development institutions and accounting for local
conditions can help level the playing field for en-
trepreneurs. For example, the Sverdlovsk Region-
al Fund for Entrepreneurship Support provides
low-interest loans* and comprehensive consult-
ing and educational services to small businesses
in the region.

* Official website of the Sverdlovsk Regional Entrepre-
neurship Support Fund (SOFPP). Access mode: https://sofp.
ru/?ysclid=m3sb2sn6qr234476414
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Figure 2. Concentration of registered creative industry companies in Sverdlovsk region (left)
and Chelyabinsk region (right)

Source: compiled by the authors

Quality of human capital. A shortage of
skilled professionals in fields vital for creative
businesses—such as design, programming, and
marketing—due to talent migration to regional
centers is a key challenge for developing creative
industries in small cities (Gulyaeva, 2019). Ad-
ditionally, fewer residents in small cities are will-
ing or able to take the risk of starting their own
businesses. Additionally, the problem could be
addressed by developing reliable transportation
infrastructure and modern creative spaces (such
as coworking spaces and creative hubs), as well
as by ensuring access to cutting-edge technolo-
gies and equipment, which are now mostly avail-
able in central areas.

Network support. The farther a settlement is
from the administrative center, the fewer business
incubators and accelerators are available to foster
creative businesses. Consequently, there are fewer
opportunities for in-person support and mentor-
ship from experienced entrepreneurs and inves-
tors, as well as for collaboration and networking
with peers and experts. Despite these challenges,
online learning can effectively mitigate some of
these issues. Moreover, creative industries tend to
thrive in clusters, where companies can easily col-
laborate. In cities far from administrative centers,
creative clusters develop more slowly, are small-
er in scale, and have less developed infrastructure
(Turgel et al., 2023).

R-ECONOMY J

Overall, cities located far from regional cen-
ters face a set of interconnected challenges that
make establishing creative businesses more diffi-
cult and risky. These problems could be addressed
through a comprehensive approach that includes
investments in infrastructure, support for educa-
tion and entrepreneurship, and the development
of attractive living and working environments.

3. Grant application submission is a signifi-
cant factor, which stimulates the growth of cre-
ative businesses for the following reasons:

Encouraging the development of creative econ-
omy strategies. To apply for a grant, entrepreneurs
need to clearly articulate their business idea, con-
duct a market analysis, identify their target audi-
ence, and create a financial model. This process
makes a valuable experience in itself, even if the
application is rejected. Since creative industry
projects funded by the Presidential Fund are co-fi-
nanced by local and regional authorities, these au-
thorities actively participate in preparing applica-
tions, giving them the opportunity to influence
the development of specific creative industry sec-
tors in their regions.

Receiving feedback and expertise. Even if an
application is declined, applicants often receive
valuable feedback from experts. This helps im-
prove the business plan, identify weaknesses in
the creative project, and make the necessary ad-
justments to enhance the planned business’s com-
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Figure 3. Average number of grant applications submitted in Sverdlovsk region (left) and Chelyabinsk
region (right) for 2021-2024 .

Source: compiled by the authors

petitiveness. Thus, increasing the number of ap-
plications helps refine the skills needed to develop
successful projects.

Building entrepreneurial confidence. Submit-
ting an application and receiving positive feed-
back (even without funding) can significantly
boost entrepreneurs’ motivation and confidence
in their future success. Preparing an applica-
tion mobilizes entrepreneurs, prompting them to
study their business and market more deeply, con-
tributing to their professional growth. Successful
grant applications often require innovative solu-
tions and approaches, which stimulates the de-
velopment of creative potential. New methods of
promoting creative startups via digital platforms
also seem promising. For example, Shaimiev et al.
(2023) propose creating a «scientific and techni-
cal creative show» on digital platforms, involving
viewers in the development process of startups.

The spatial distribution of grant applications
shown in Figure 3 closely mirrors the intensity
patterns in Figure 2, which reflect the concentra-
tion of creative industry companies in Sverdlovsk
and Chelyabinsk regions. This suggests a potential
correlation: municipalities with more grant appli-
cations tend to have a higher concentration of cre-
ative industries.

R-ECONOMY J

4. Positive correlation between the num-
ber of manufacturing and extractive enterpris-
es and the development of the creative sector. At
first glance, this correlation may seem unexpect-
ed, but several factors can explain this phenome-
non:

Growing demand for innovation and techno-
logical solutions. Manufacturing and extractive
enterprises constantly require innovative techno-
logical solutions to improve production efficiency,
reduce costs, and enhance product quality (Kur-
likova et al., 2024). Cross-innovation cooperation
between creative and «non-creative» industries is
viewed as a key driver of socio-economic devel-
opment in the near future (Babina et al., 2024).
This creates demand for the services of creative
companies specializing in software development,
process automation, industrial design, and relat-
ed fields.

Attracting investments. Large manufacturing
and extractive enterprises draw significant invest-
ments into the region, fostering a favorable envi-
ronment for the growth of other industries, in-
cluding the creative sector. These investments
may be directed toward building infrastructure
needed by creative companies. Additionally, in-
dustrial enterprises create numerous jobs, leading
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to population growth and increased purchasing
power, which in turn stimulates demand for cre-
ative products and services.

Emergence of new markets and opportuni-
ties. Manufacturing and extractive enterprises re-
quire effective branding and marketing strategies
to promote their products in the market, which
creates opportunities for collaboration with cre-
ative agencies and specialists in design, advertis-
ing, and PR. Furthermore, manufacturing and ex-
tractive enterprises often become attractions for
industrial tourism, opening new possibilities for
creative companies involved in developing tour-
ist routes, producing souvenirs, and organizing
events (Konstantinova & Panchenko, 2022).

5. Increase in local budget revenues is a sig-
nificant factor that positively influences the
emergence of creative businesses in a city, which
can be explained by several reasons:

Funding support programs, including for busi-
nesses. The growth in budget revenues allows the
city administration to increase funding for grant
programs and subsidies for emerging creative en-
terprises. Additional funds can be directed toward
the development of educational programs in the
creative industries to enhance the skills of local en-
trepreneurs and specialists. Moreover, city author-
ities can invest in promoting the city’s creative in-
dustries at regional and international levels.

Creating a favorable regulatory environment.
Additional resources enable the city administra-
tion to optimize bureaucratic processes, mak-
ing business registration and management easi-
er. Increased budget revenues also allow the city
administration to create more favorable tax con-
ditions for creative enterprises, fostering their
growth.

Enhancing investment appeal. An increase in
budget revenues indicates economic growth in
the city, making it more attractive to private in-
vestors who may invest in creative projects.

Improving quality of life. Additional funds en-
able the city administration to enhance social in-
frastructure—such as education, healthcare, and
culture—thereby attracting qualified specialists,
improving the overall quality of life, and benefit-
ing the creative class.

6. The introduction of new housing stimu-
lates the development of creative businesses for
several reasons:

Influx of population and increased demand.
Access to new housing stimulates population

R-ECONOMY J

growth, expanding the potential market for cre-
ative products and services. New residents create
demand for interior design, landscaping services,
entertainment, cafes, restaurants, and other ser-
vices often provided by creative enterprises. Ad-
ditionally, new residential complexes enlarge the
pool of potential employees for creative business-
es. Many creative enterprises require talented in-
dividuals, and the availability of housing can facil-
itate the search for qualified personnel.

Formation of new creative projects. New res-
idential areas often become hubs for emerging
communities, where people interact and socialize.
This environment fosters the creation and devel-
opment of collaborative creative projects and ex-
change of ideas. Developers frequently invest in
the infrastructure of new neighborhoods, includ-
ing roads, parking spaces, and public areas, which
creates a more attractive environment for living
and working and, in turn, draws creative profes-
sionals and entrepreneurs.

In general, the development of new housing
catalyzes creative business growth but is most ef-
fective when paired with infrastructure improve-
ments and a supportive business environment.

Assessment of the key factors in the
implementation of creative industry
management strategies

Table 2 identifies the importance of previous-
ly determined factors (and their underlying caus-
es) for three creative industry management strat-
egies: conservation, transformation, and genera-
tion. A scoring system from 0 to 2 was used to
evaluate the significance of each underlying cause,
ranging from «low» (0) to «high» (2). The under-
lying causes are also categorized by types of state
support (Table 3), which will subsequently be in-
corporated into creative industry management
strategies.

Our analysis identifies the dominant factors
that scored highest across all creative industry
strategies (Table 2), with state support for these
factors benefiting all three strategy types. The sec-
ond group of factors, which strengthens the im-
pact of the first group, includes the remaining fac-
tors, and their support measures depend on the
chosen strategy.

Table 3 shows that the generation strategy for
creative industries, aimed at creating new symbol-
ic meanings and material foundations to establish
local identity or a territorial brand, requires the
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Table 2
Factors driving creative industry growth for three management strategies
Creative industry management strategies
Factors driving the growth of creative in- | Types of state ; ki & &
dustry companies support Dynamic conserva- |y cformation | Generation

tion

1. The growth of creative sector companies in the previous two years stimulates the creation of creative businesses in the cur-

rent year

Creation of a favourable ecosystem. I 2 2 2
Emergence of new niches and opportunities

. . . EI 1 2 2
in the creative business sector

Stimulation of demand EI 0 1 2
Networking EI 2 2 2

2. The distance to the regional center is a significant factor. Cities farther from the regional center have fewer incentives to cre-
ate creative businesses.

Limited access to resources F 1 1 2
Quality of human capital I 2 2 2
Network support EI 1 2 2

3. The submission of grant applications is a significant factor and stimulates the growth of creative businesses, encouraging
the development of a creative economy strategy.

R 2 2 2

Receiving feedback and expertise EI 1 2 2
Building entrepreneurial confidence El 1 2 2
4. Positive correlation between the number of manufacturing and extractive enterprises and the development of the creative
sector.
Growing demand for innovation and tech-

. . EI 2 2 2
nological solutions
Attracting investments F 2 2 2
Emergence of new markets and opportuni- EI 0 1 )
ties
5. The growth of local budget revenues is a significant factor that positively influences the emergence of creative businesses in
the city.
Financing of business support programs F 2 2 2
Creating a favorable regulatory environment R 2
Increase in investment attractiveness F 2 2 2

6. The introduction of new housing stimulates the development of creative businesses

Influx of population and increased demand I 2 2 2

Formation of new communities EI 1 2 2

Notes: 0 - low factor significance (minimal impact on the formation and implementation of the strategy);1 — moderate
factor significance (a supporting factor that amplifies the effect of the dominant factor);2 - high factor significance
(a dominant factor critically important for implementing the management strategy).

Source: compiled by the authors
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Table 3
Table of distribution of final scores for the significance of factors
Creative industries Infrastructure Financial sup- fE ducat'lon Al Regulatory sup- Total

_ _ ormation support _ _
management strategy (max=6) port (max=8) (max=18) port (max=4) (max=36)
Dynamic conservation 6 7 9 4 26
Transformation 6 7 16 4 33
Generation 6 8 18 4 36

Source: compiled by the authors
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highest level of state support for all factors. In
contrast, the dynamic conservation strategy is the
least dependent on state involvement, as creative
industries in this case already have a solid materi-
al foundation and a relevant symbolic component
of local identity. This conclusion is vital for man-
aging creative industries, enabling strategic sector
development while accounting for project costs.
It should be noted that the success of cre-
ative industry strategies in second-tier industri-
al cities depends heavily on state regulatory and
infrastructure support, which means that priori-

ty measures should include the establishment of
creative clusters, simplification of administrative
processes, introduction of tax incentives, legisla-
tive support, and promotion of creative exports
(Table 4). The choice of other state support mea-
sures is determined, first, by the type of creative
industry management strategy, and second, by the
factors that enhance the local identity of the city
or region, which reflects the modular approach to
management.

To develop an effective creative industry pol-
icy for second-tier cities, it is necessary, first, to

Table 4
Measures of state support for the implementation of creative industry strategies

Types of state support Measures of state support

e Creation of creative clusters and incubators: State funding for the development of
specialized spaces for creative entrepreneurs, providing access to equipment, offices,
and shared collaboration areas.

e Development of technological infrastructure: Support for modern communication
technologies and crowdfunding platforms to facilitate creative startups.

o Support for cultural events: Organization of exhibitions, festivals, forums, and con-
ferences that promote creative industries and showcase local talent.

e Development of tourism infrastructure: Development of cultural and historical
sites to attract tourists and boost demand for creative businesses.

Infrastructure (I)

o Grants and subsidies: Offering grants for startups and projects in the creative sec-
tor for small and medium-sized businesses to reduce financial risks.

o Tax incentives: Providing tax holidays or reduced tax rates for creative companies
to ease financial burdens.

e State funding: Establishing specialized municipal and regional funds to invest in
creative projects on preferential terms.

e Loans: Offering loans to aspiring creative entrepreneurs at reduced interest rates.

Financial support (F)

e Training programs and courses: Developing joint programs with universities and
educational institutions to train specialists in creative fields.

e Internships and placements: Creating internship and placement programs in cre-
ative companies for students.

o Workshops and seminars: Organizing events with experts from various creative in-
dustries to promote knowledge sharing and skill development.

e Support for professional associations: Encouraging the activities of professional or-
ganizations in the creative industries.

o Networking platforms: Developing online platforms and events to connect creative
entrepreneurs with businesses, investors, and government bodies.

e Publication of research and reports: Providing access to up-to-date information on
the state of creative industries through studies and analytical reports.

o Marketing support: Offering information on opportunities for business promo-
tion, market trends, and current developments to help entrepreneurs navigate the
economic landscape.

Education and information sup-
port (EI)

o Institutional support: Establishing regional development institutes and industry
organizations.

o Simplification of administrative procedures: Reducing bureaucratic barriers for
business registration and operations.

o Intellectual property protection: Developing and implementing legislative initia-
tives to safeguard copyrights and patents.

e Municipal legislative initiatives: Supporting creative industries through locally tai-
lored laws that reflect regional identity.

e Promotion of international cooperation: Facilitating the export of creative products
and services

Regulatory support (R)

Source: compiled by the authors
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have a clear understanding of their role in the re-
gional socio-economic system, primarily shaped
by local identity; second, to consider the factors
that support the formation and implementation
of management policies; and third, to create con-
ditions through state support measures that at-
tract new resources and «trigger causal cycles that
drive development» (Kazakova, 2020).

Conclusion

This study explores the factors influencing the
development strategies of industrial cities in the
creative economy to guide effective management
decisions (Manaeva, 2023). From the theoretical
standpoint, the proposed modular approach can
offer a framework for devising and implement-
ing various management strategies for creative re-
vitalization of cities, based on local identity and
enhanced by favorable factors through state sup-
port. It can also provide regional and local author-
ities with a more targeted and effective way to im-
plement creative industry development strategies,
considering both local conditions and the city’s
position in the broader regional system (Rastvort-
seva, &Manaeva, 2022). Importantly, an effective
policy for the creative urban economy requires an
analysis of key factors and, when necessary, rein-
forcing them with appropriate support measures.

The econometric analysis shows that the fol-
lowing factors are conducive to the transforma-
tion of post-industrial cities into centers of inno-
vative development, competing for human capi-
tal: growth in creative sector companies (leading
to the emergence of new businesses), distance
from the regional center (more remote cities have
fewer incentives), grant applications, the number
of manufacturing and extractive enterprises, in-
creased local budget revenues, and construction
of new housing. If we take these factors into ac-
count, we can form and successfully implement

creative industry development strategies based on
local identity. It should be noted that the limita-
tions of the study, caused by imperfect statistical
data (especially municipal statistics) and the in-
complete coverage of factors, result in incomplete
findings and require the inclusion of additional
data in the analysis.

The assessment of factors using a scoring sys-
tem, reflecting their significance from «weak» (0)
to «strong» (2), revealed two groups of factors
(dominant and supplementary, which enhance
the effect of dominant factors) and clarified their
importance for each of the three types of manage-
ment strategies: dynamic conservation, transfor-
mation, and generation. We also found a critical
dependence of all types of creative industry man-
agement strategies in second-tier industrial cities
on state regulatory and infrastructure support.

The next iteration developed support mea-
sures for each strategy type, focusing on strength-
ening the factors that drive successful implemen-
tation. The choice of state support measures de-
pends first on the creative industry management
strategy and second on factors that enhance local
identity, reflecting the modular management ap-
proach. The generation strategy, aimed at creating
new symbolic meanings and reshaping local iden-
tity or regional branding, requires maximum gov-
ernment support. In contrast, the dynamic con-
servation strategy, based on an established cre-
ative cluster with a solid foundation and current
symbolic identity, is least dependent on govern-
ment involvement. The support measures are di-
vided into four areas: infrastructure, financial, ed-
ucational, informational, and regulatory.

Given that the factors influencing the for-
mation and functioning of cities are dynam-
ic (Sekushina, 2021), there is an objective need
to continue their study and analysis, including
econometric-based research.

Appendix 1
City districts: Sverdlovsk Region, Chelyabinsk Region
Urban district Region
Urban District Bogdanovich Sverdlovsk Region
Verkhnyaya Salda Urban District Sverdlovsk Region
Novaya Lyalya Urban District Sverdlovsk Region
Urban District Revda Sverdlovsk Region
Sysert Urban District Sverdlovsk Region
Tavda Urban District Sverdlovsk Region
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Urban district Region
Tura Urban District Sverdlovsk Region
Aramil Urban District Sverdlovsk Region
Asbest Urban District Sverdlovsk Region
Berezovsky Urban District Sverdlovsk Region
Urban District Verkhnyaya Pyshma Sverdlovsk Region
Urban District Verkhny Tagil Sverdlovsk Region
Urban District Zarechny Sverdlovsk Region
City of Irbit Sverdlovsk Region
Kachkanar Urban District Sverdlovsk Region
Kirovgrad Urban District Sverdlovsk Region
Urban District Krasnoturyinsk Sverdlovsk Region
Urban District Krasnouralsk Sverdlovsk Region
Kushva Urban District Sverdlovsk Region
Urban District Nizhnyaya Salda Sverdlovsk Region
City of Nizhny Tagil Sverdlovsk Region
Urban District Pervouralsk Sverdlovsk Region
Polevskoy Urban District Sverdlovsk Region
Severouralsk Urban District Sverdlovsk Region
Serov Urban District Sverdlovsk Region
Urban District Sredneuralsk Sverdlovsk Region
Urban District Sukhoi Log Sverdlovsk Region
Urban District «City of Lesnoy» Sverdlovsk Region
Novouralsk Urban District Sverdlovsk Region
Asha Chelyabinsk Region
Verkhneuralsk Chelyabinsk Region
Verkhny Ufaley Chelyabinsk Region
Karabash Chelyabinsk Region
Kartaly Chelyabinsk Region
Katav-Ivanovsk Chelyabinsk Region
Kyshtym Chelyabinsk Region
Magnitogorsk Chelyabinsk Region
Miass Chelyabinsk Region
Nyazepetrovsk Chelyabinsk Region
Ozersk Chelyabinsk Region
Plast Chelyabinsk Region
Satka Chelyabinsk Region
Sim Chelyabinsk Region
Snezhinsk Chelyabinsk Region
Trekhgorny Chelyabinsk Region
Ust-Katav Chelyabinsk Region
Chebarkul Chelyabinsk Region
Chelyabinsk Chelyabinsk Region
Yuzhnouralsk Chelyabinsk Region
Yuryuzan Chelyabinsk Region
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Appendix 2
Descriptive statistics of variables
Description of the variable, unit of WL b ol Standard
Variable ’ observa- Mean et Min Max
measurement . deviation
tions
dist Erlstance from the regional center, 721 168.2 108.9 0.0 441.0
migr Migration growth 617 44.1 1154.2 3979.0 12169.0
road Length of local public roads, km. 618 239.2 219.7 0.0 1200.0
revbudget | Actual local budget revenues, mil- 517 2143.4 5189.3 0.0 52210.7
lion rubles.
expbudget | Actual local budget expenditures, 488 2450.7 5429.8 0.0 52468.2
million rubles.
Investments in fixed capital from
invest municipal budget funds, thousand 608 139351.6 410895.7 0.0 5998091.4
rubles
hotels Number of collective accommoda- 478 114 16.1 0.0 124.0
tion facilities, units.
placeshotel | ~vumber of beds in collective accom- 425 899.4 1466.1 0.0 10299.0
modation facilities, units.
house Residential housing put into opera- 621 362925 | 1026746 00 | 1003602.0
tion in the municipal area, sq. m.
. Ministry of Construction Ranking /
urbanind Urban Environment Quality Index 300 184.1 21.4 117.0 243.0
salary Average monthly salary of employees 554 28381.6 7841.5 11820.7 | 54542.6
in organizations, rubles.
Average monthly salary of employ-
salaryculture | €°8 In organizations (Activities in the | 3¢5 31786.4 9082.8 | 134339 | 55610.8
field of culture, sports, leisure, and
entertainment), rubles.
population | Average annual population, thou- 630 81.5 170.2 6.8 1201.5
sand people.
sms Number of small and medium-sized 231 4561.4 12245.5 237.0 76777.0
enterprises, units.
revenuetotal | Total revenue, million roubles 301 83201.1 320091.9 0.1 2697339.8
revenuecre- | Revenue of creative industries, mil- 290 2468.5 11665.9 0.3 1083209
ative lion rubles
Creativecom- Number of gnterprlses In creative in- 308 2421 813.7 0.0 6838.0
pany dustries, units
manufact- Number of manufacturing enterpris- 308 162.0 575.6 0.0 4676.0
company es, units
miningcom- quber of extractive enterprises, 308 6.6 20.5 0.0 170.0
pany units
Presidential Grant Foundation
grantamount (PGF), grant amount, thous. rubles 199 360.9 1421.8 0.0 16217.3
applications | umber of grant applications sub- 199 44 12.7 0.0 103.0
mitted
g(l)rrllz;pphca— Number of grant applications won 199 0.3 0.8 0.0 6.0

Source: authors’ calculations
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