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The objective of the paper is to analyse the characteristics of
cultural and cregtive industries (CCl) in two Croatian counties
— the Istria and Sibenik-Knin Counties, as well as to assess their
contribution to the county and national economy. Given that
an important part of the CCl sector consists of public cultural
activities directly financed from public funds, an analysis of
public allocations for culture from the state and local budgets
is also conducted. Besides analysing the characteristics and
contribution of CCls, we also investigate the impact of CCls
on the economic development of the two counties in question
by employing fixed-effects regression for the period 2017-
2022. The results indicate that CCls are an important part of
the economy of both counties, where the contribution of CCls
in Istria County is stronger than in Sibenik-Knin County. The
main factor through which CCls have a significant and
positive impact on the economic development in both counties
is the gross added value of CCls per capita. The results also
show that other factors such as tourist arrivals (for Istria
County) and public expenditure for culture (for Sibenik-Knin
County) play significant roles in their respective county models.
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INTRODUCTION
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In recent times, cultural and creative industries (CCls) have
been recognised as a catalyst of economic growth and a key
sector in the emerging knowledge-driven economy (Kalfas et
al., 2024; Potts et al., 2008). CClIs include a number of subsec-
tors, such as New media, Museums and galleries, Libraries,
Music, Performing arts, Visual arts, Design, Architecture, Film,
Photography, and Publishing. They invent, produce and dis-
tribute goods and services that are based on intellectual capi-
tal and creativity (UNCTAD, 2010). At the European Union level,
CClIs are recognised as a sector with great potential to promote
smart, sustainable and inclusive growth in all EU regions and
cities (Mickov, 2023; Komorowski & Lewis, 2023; Streimikiené
& Kacerauskas, 2020). CClIs contribute directly to jobs, econo-
mic growth and external trade. According to Ernst & Young
(2021), CClIs account for 4.4% of GDP in the European Union
in terms of turnover, with annual revenues of EUR 643 billion
and a total added value of EUR 253 billion. Moreover, the sec-
tor stimulates innovation across the wider economy by inter-
secting with technology, tourism, and education. CCls are also
one of Europe's growing and significant job providers, employ-
ing more than 7.7 million people, which is 3.8% of the total
employment (Eurostat, 2023). Beyond their direct economic
contribution, CClIs also play an important role in fostering cul-
tural diversity and social cohesion. They contribute to strength-
ening local identities, which is increasingly important in the
context of globalisation (Kalfas et al., 2024). As the EU contin-
ues to support sustainable development, the cultural sector is
seen as an important driver of both economic resilience and
community wellbeing.

The goal of this paper is to analyse the characteristics of
CClIs in two Croatian tourism regions, where these tourism-
-oriented geographical units correspond to the administrative
boundaries of Istria County and Sibenik-Knin County, as well
as assess its contribution to the economies of the mentioned
counties and Croatian economy. Our focus is directed towards
these counties due to the strong link between the CCls and
the tourism system in Croatia, highlighting them as interest-
ing cases for research. In addition, Istria County has a strong
multicultural identity, while its tangible and intangible her-
itage makes it a hub for cultural industries, especially in tour-
ism, gastronomy, design, and crafts. On the other hand, Sibe-
nik-Knin County has two UNESCO sites (Cathedral of St James
and St Nicholas Fortress) and traditions in crafts, giving it ma-
terial for creative expression. Also, the goal is to analyse public
allocations for culture from the state and local budgets, given
that an important part of the CCI sector in Croatia involves pub-
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lic cultural activities where its regular activities are directly fi-
nanced from public funds. Since our sample includes COVID-19
pre-pandemic data, as well as pandemic data for 2020 and the
pandemic recovery period of 2021, we are able to shed some light
on the impact of the pandemic on the contribution of CCls to
the national economy. Besides analysing the characteristics
and contribution of CClIs, we also investigate the impact of CCls
on the economic development of the two observed counties by
employing fixed-effects regression for the period 2017-2022.

LITERATURE REVIEW

287

Nowadays, it is well known that a discussion on CClIs starts
with the seminal work on cultural industries of Adorno and
Horkheimer (Horkheimer & Adorno, [1947], 2002). Even though
the CCIs have had their ups and downs since that time, in
terms of terminology, coverage, and their contribution to the
overall economy, the impact of CCls cannot be neglected. For
that reason, it is not surprising that an increasing number of
researchers address different topics on CCls.

In addition to those scholars who are devoted solely to
researching CCls, many others from different fields, such as
cultural economics (Sneha & Kavitha, 2024), economic geog-
raphy, regional, local and urban development (Florida & Gabe,
2024; Crociata et al., 2025), have been interested in studying
the cultural and creative economy. Among the various topics
represented in literature on CCls, the spatial and cluster pat-
terns of CClIs and their role in local and regional development
are present (Boal-San Miguel & Herrero-Prieto, 2020; De Pro-
pris et al., 2009), as well as the relationship between CCls and
tourism (Arcos-Pumarola et al., 2023; Richards, 2014). For all
those fields it is important to have insights into the character-
istics and importance of CClIs for the national economy.

Innovation and creativity have long been acknowledged
as a driving force of modern economies (Stojci¢ et al., 2018).
Empirical evidence indicates that companies and regions that
embrace innovation and creative capacities experience stronger
income growth and enhanced economic stability (Rodrigues-
-Ferreira et al., 2023).

However, accurately quantifying the economic contribu-
tion of CCIs remains a challenge, primarily due to their sub-
stantial spillover effects, as well as their deep integration with
local innovation systems and regional development (Seaman,
2020; Lazzaretti, 2012). Still, the impacts that CCls could deliver
to the economy have been addressed in the literature. In ad-
dition to frequently used traditional methods, such as input-
-output analysis and multipliers (Throsby, 2008), the impact
of creative industries on the economy is often estimated using
econometric models (Boix & Peir, 2017). Boix Domenech et
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al. (2022) assessed the link between CCIs and per capita in-
come in 78 developed and developing countries in 5 conti-
nents, in 275 European regions and in 518 municipalities.
They showed that CCls have a positive impact on the wealth
of countries, regions and municipalities and are a powerful
resource for improving the wellbeing of richer and poorer places.
Boix and Soler (2017) also identified the positive impact of
creative service activities on regional labour productivity (mea-
sured by GDP per employee) for 250 NUTS2 regions in 24 EU
Member States.

Despite the contribution of CCls in national economies,
CCIs are often not evenly spatially distributed. The results of
empirical research primarily indicate that creative industries
tend to cluster in large urban agglomerations (Winden & Car-
valho, 2016). This is because larger urban agglomerations pro-
vide dense networks for knowledge exchange, rich cultural
heritage, proximity to innovation institutions and strong ag-
glomeration economies (Liu et al., 2025; Chica & Marmolejo
Duarte, 2021). All of that enhances productivity, creativity, and
competitive advantage.

A survey of the literature helped us choose counties for
the research. Since Croatia heavily relies on tourism, we de-
cided to compare two specific tourism regions. Moreover, we
also wanted to choose counties with cities in which there is a
large cultural heritage concentration and various business ac-
tivities, but also counties with relatively easily accessible rural
areas with less congestion and a more relaxed lifestyle. For
that reason, we chose Istria County and Sibenik-Knin County
for our research. Istria County represents a successful region
with a rich cultural heritage, strong tourism system and a grow-
ing creative economy shaped by its multicultural identity. As
such, it aligns with typologies of smaller cities with concen-
trated cultural heritage and strong tourism (Cooke & Lazza-
retti, 2008; Escalona-Orcao et al., 2016). On the other hand,
Sibenik-Knin County is a more emerging creative economy,
where CCIs are increasingly intertwined with cultural tou-
rism and regional development efforts but face more struc-
tural and developmental challenges compared to core urban
centres. By selecting Istria County and Sibenik-Knin County,
this research contributes to a more comprehensive under-
standing of CCI spatial dynamics outside the dominant large
urban agglomerations (e.g. Zagreb, which is the capital of Cro-
atia). Also, it allows for testing whether the positive econom-
ic contributions of CCls identified in other empirical studies
(e.g. Boix Domenech et al., 2022; Marco-Serrano et al., 2014)
are adapted in regions characterised by cultural richness, tou-
rism dependence and diverse development trajectories.
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as a category to show the differences in the counties of inter-
est. More on both counties can be found in the next section.

STYLISED FACTS ABOUT

ISTRIA COUNTY AND SIBENIK-KNIN COUNTY

Both counties, Istria County and Sibenik-Knin County, are situ-
ated in the coastal region of Croatia and characterised by a
rich cultural heritage and developed tourism. Hence, it can be
assumed that these are the main reasons why CCIs have de-
veloped in these counties. Both counties are characterised by
high specialisation in retail, tourism and transport sectors and
by a higher quality of human resources as measured by the
percentage of tertiary educated people (Table 1). Nonetheless,
differences in development between them exist, justifying the
© TABLE 1 research of the selected counties. While Istria County is one
Key socioeconomic of the most developed counties in Croatia, Sibenik-Knin Coun-

E\oLc;;o;sngo%ilgg:ﬁk_ ty is a less developed coastal county (measured by GDP per

-Knin County (2021) capita).
] Sibenik-Knin County Istria County
Total Sibenik- Comparison Total Istria Comparison
-Knin County with Croatia County with Croatia
Population 96,624 2.48% 195,794 5.04%
Territory (km?) 2,969 5.25% 2,814 4.97%
GDP p.c. (euro) 12,190 82.3 16,317 1102
(Croatia = 100) (Croatia) =100)
Registered unemployment rate 14.5% 154.3 6.8% 72.3
(Croatia = 100) (Croatia =100)
Highly educated people (20-65)* 19.44% 133.4 22.5% 154.4
(Croatia =100) (Croatia =100)
Tourist overnight stays (in mil.) 44 6.3% 21.7 30.9%
Wholesale and retail trade, trans-
portation, storage, accommodation
and food service activities, % of GDP  23.9% 22.8% 33.3% 22.8%
Number of enterprises 2,727 1.9% 11,785 8.2%
Number of crafts 2,109 3.1% 7,572 11.3%
Number of professionals 417 2.3% 923 5.1%

Note: *Proportion of the 25-64-year-old age group of the population with a higher education
according to the 2011 Census. Source: Croatian Bureau of Statistics and FINA.
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According to the estimations for 2021, the average GDP
per capita in Istria County amounted to EUR 16,317 and was
the second highest among all Croatian counties (10.2% more than
the national average) (Croatian Bureau of Statistics, 2022).
With regard to tourism, Istria is traditionally the most visited
tourism region in the country, with more than 21 million over-
night stays in 2021 (Table 1). Istria Country accounted that
year for 31% of all overnight stays in Croatia.

On the other hand, the GDP per capita of Sibenik-Knin
County is EUR 12,190 (2021), or 17.7% below the national ave-
rage. Although tourism development is important for the eco-
nomy of Sibenik-Knin County, the territorial distribution of
revenues from tourism is not balanced, favouring coastal to
inland territories. In 2021, Sibenik-Knin County recorded 4.4
million overnight stays, accounting for 6.3% of all overnight
stays in Croatia (Table 1).

In Croatia, the use of the term creative industries increased,
especially after 2015 when the first Mapping of Croatian Crea-
tive and Cultural Industries was published (Rasi¢ Bakari¢ et
al., 2015). According to the document, the CCIs in Croatia
comprise 12 sectors: Advertising and marketing; Publishing;
IT, software, games and new media; Electronic media; Muse-
ums, galleries and libraries; Music and performing arts; Ar-
chitecture; Design; Visual arts; Film; Traditional arts and crafts,
and Photography. The CCI sector in Croatia comprises artists,
the public sector (public institutions providing cultural serv-
ices), the private sector (cultural and creative enterprises) and
the non-profit sector (art associations, associations of musi-
cians, cultural-artistic societies). CCIs account for 3.4% of GDP
(2021)! and 3.0% of the total number of employees, whereas
creative companies make up 5.7% of the total number of busi-
ness entities in Croatia (Rasi¢ Bakari¢ et al., 2015).

The aim of the paper is to examine the features of busi-
ness entities in the CCI sector and assess the economic con-
tribution of the CCI sector in Istria County and Sibenik-Knin
County with respect to the economies of the counties and na-
tional economy. Furthermore, the public financing of cultural
activities was analysed as well as their impact on the county's
economic development.

As mentioned above, due to the strong link between CCls
and the tourism system in Croatia, this research focuses on
the tourism regions of the country, with the aim of noting how
this part of Croatia has developed CCls and how the COVID-19
pandemic influenced it. Finally, we investigated the impact of
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CClIs on the economic development of the two counties in
question. We included the COVID-19 pandemic period in the
analysis due to the fact that we do have data for this period.
Also, since this was an extraordinary event, we were interested
in analysing how the pandemic influenced the economic contri-
bution of CCls, especially since this sector was heavily hit by
the event. Hence, this research reveals the economic contri-
bution of CClIs in two counties in Croatia, but also shows how
this contribution behaved during the difficult pandemic time.
Since CClIs were strongly hit by the pandemic, it is no surprise
that the literature already offers contributions regarding this
topic (e.g. Lyons, 2023; Florida & Seman, 2020). Our effort will
complement existing research, especially on the regional level.

The identification of the basic features of the sector also
requires assessing the structure of business entities in CCls ac-
cording to the legal form, size and the number of persons em-
ployed, and an assessment of the structure of the business en-
tities according to subsectors of CCls.

The assessment of the economic contribution and impact of CCls

291

The assessment of the economic contribution of CCls is based
on two approaches. The first approach measures the contri-
bution of the business (entrepreneurial) part of the sector to
the county's economy, where the data includes the financial
statements of entrepreneurs, i.e., the company sector, while
budget beneficiaries (national and public establishments and
institutions) and non-profit organisations are not included. Given
that craftsmen and self-employed persons are not required to
submit financial statements, it was not possible to assess their
economic contribution in terms of total income and gross va-
lue added. Since crafts and professionals account for 44.6% of
the total number of business entities in Istria County and
52.8% of the total number of business entities in Sibenik-Knin
County, these estimates may understate the sector's actual con-
tributions. In contrast, the second approach assesses the contri-
bution of the entire cultural and creative sector (public, non-
-profit and private part of the sector) to the total gross domes-
tic product of the national economy.

The assessment of the economic contribution

of CCls - the business (entrepreneurial) part of the sector
The economic contribution of the business (entrepreneurial)
part of the sector was assessed for the period 2017-2021 based
on the following indicators: the share of gross value added
(GVA) in the total GVA of the entrepreneurial sector of the
county economy, GVA per person employed, the share of
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total revenues of the sector in the total revenues of entrepre-
neurs in the county and the share of exports from the sector in
total exports by entrepreneurs in the county. GVA was esti-
mated in current prices as the difference between the gross pro-
duct (the sales revenue increased by the revenue from endow-
ments, the amount of state aid and subsidies) and the value
of intermediate consumption. The economic contribution was
also measured based on the share of business entities active
in the CCI sector in the total number of business entities in
the county. Given that the database of the Financial Agency
(FINA) does not contain data on crafts and self-employed
persons when determining the number of business entities in
the CCI sector, the database was complemented with data
from the Croatian Pension Insurance Institute (HZMO).

The assessment of the economic

contribution of CClIs - the entire CCI sector

Data from the Croatian Bureau of Statistics was used to esti-
mate the share of the entire CCI sector in the total GDP of the
county economy (the public, non-profit and private part of
the sector). The calculation is based on the methodology of
the United Nations System of National Accounts — SNA 2008
and the European System of National Accounts - ESA 2010, and
was performed on the basis of available statistical data for the
period 2017-2020, according to the National Classification of
Activities 2007 (NKD 2007) in current prices. This assessment
was based on data obtained from regional national accounts,
as well as the data on the estimated GVA of the business part
of the sector. Unlike the data for the entrepreneurial sector
which covers the period up to 2021, data for the entire CCI
sector was available only until 2020, which means that it does
not capture the 2021 recovery period and consequently limits
the completeness of the pandemic impact assessment of the
total CCI sector.

Public financing assessment

The public financing of culture is measured based on the
share of allocations for culture in the total expenditure of the
county budget and the budget of cities and municipalities in
the territory of a particular county. The data from the Mini-
stry of Finance on the realisation of the budget according to
functional classification were used. The calculation is based
on the Eurostat methodology, according to which public ex-
penditures for culture are considered to be expenditures for
two groups within class 08 — Recreation, culture and enter-
tainment, more precisely expenditures for group 08.2 — Cul-
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tural services and expenditures for the group and 08.3 — Broad-
casting and publishing services. The share of expenditures in
total budget expenditures is calculated. The calculations refer
to 2019 and 2020.

Estimation of the impact of

CClIs on the county's economic development

To estimate the impact of CCIs on the county's economic
development, a panel regression model with fixed effects is
employed (Baltagi, 2005). The basic argument for using panel
analysis is the lack of a longer time series for sample units.
Choosing a panel technique ensures the use of variation in
the time dimension to obtain more efficient estimators from a
smaller number of observations. This technique somewhat cir-
cumvents the problems of missing variables (omitted variable
bias) as well as problems of heterogeneity, and panel analysis
results in more precise estimations (Verbeek, 2000).

For this research, one balanced data panel was formed
for 11 municipalities in Sibenik-Knin County (out of 20 mu-
nicipalities), and one balanced data panel was formed for 37
municipalities in Istria County (out of 41 municipalities).? The
depth of the panel data is six years from the period 2017-2022.
Therefore, the economic data of two Croatian counties were
considered when selecting the dependent variable, including
three indicators: total GDI, GDP per capita and annual GDP
growth rate. Given the large differences in population among
the counties in question, the variable GDP per capita was chosen
as a dependent variable. Relevant factors of CCls are selected
as the main explanatory variables. First, gross value added
from CCls per capita is selected as an explanatory variable, as
it is an important measure of the scale and development of
CClIs. In addition, following the 3T theory of Florida (2002) and
previous literature, talent, technology, and tolerance are reco-
gnised as key factors. Accordingly, the number of people em-
ployed in CClIs is selected as a second explanatory variable. In
addition, the county's public expenditures on culture per capita
are selected as a relevant influential factor. Given that tourism
is an important economic sector in both counties, along with
their rich cultural heritage, the number of tourist arrivals is
used as a proxy of tourism demand. Using the Hausman test
to select between random and fixed effects models, it was es-
tablished that the fixed effects panel least squares was most
suited for this analysis.

The analysis was based on relevant data obtained from re-
gional national accounts (Croatian Bureau of Statistics) and data
obtained from the FINA database.

The model is set as follows:
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where:

y;t — dependent variable — a county's GDP per capita

x1 — gross value added per capita of CCls

x5, — number of persons employed in CCls

x3 — public expenditure on culture per capita

x4 — tourist arrivals

a; — constant term

i — municipality (i = 1, ..., 11 in the case of Sibenik-Knin
County); (i = 1, ..., 37 in the case of Istria County)

t—year (t =1, ..,06).

PRESENTATION OF RESULTS
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First, we will present results from the assessment of the econo-
mic contribution of the CCI sector using the first approach
(contribution of the business (entrepreneurial) part of the CCI
sector to the county economy). The creative economy in Istria
County is an important economic factor with about 931 entre-
preneurs (515 companies,® 350 craftsmen and 65 professionals),
i.e., 4.6% of all enterprises at the county level (Table 2). They em-
ploy 1,223 workers (2.4% of persons employed in the Coun-
ty), generating a turnover of almost EUR 68.8 million (1.4% of
total revenue generated by the county's entrepreneurial sec-
tor) and a GVA of EUR 28 million (2.3% of the total GVA gene-
rated by the entrepreneurial sector at the county level) in 2021.
The Istrian creative sector accounts for 5.6% of creative busi-
ness entities in Croatia and 3.7% of total jobs in national CCls
in 2021. Compared to the structure of the entire economy of Is-
tria County, CClIs are characterised by an above-average share
of independent workers (7% compared to 4.5% across the en-
tire county economy), as well as an above-average share of crafts-
men (39% compared to 37% at the level of Istria County). This
sector is also characterised by an above-average representation
of craftsmen compared to the national sector (39% vs 34%).
The analysis of the structure of the CCI sector of Istria
County by subsectors shows that more than 60% of business
entities in that sector are registered in four different sub-sec-
tors: Advertising (19%), Architecture (15.1%), Design (14.6%),
and Computer programs, games and new media (11.6%). The
least number of businesses (only one) was from the subsector
of Museums, galleries and libraries, which is understandable
given that this sub-sector mainly belongs to the public sector.
Even though smaller, the importance of the entrepreneurial
part of the creative sector for the economy of Sibenik-Knin
County should not be neglected either. The CCls in Sibenik-
-Knin County comprise 212 entrepreneurs (100 companies, 101
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craftsmen and 11 professionals), i.e., 4 % of all enterprises at
the county level in 2021 (Table 3). CCIs employ 266 workers
(2.1 % of the county's employed persons) and generate a turn-
over of EUR 9.7 million (0.9% of total revenue generated by
the county's entrepreneurial sector) and a GVA of EUR 4.2 mil-
lion (1.5% of the total GVA generated by the entrepreneurial
sector at the county level).

2020 2021 2017-
2017 2018 2019 2020 2021 2019 2020 2021

Enterprises
of the entire county economy

Employees
of the entire county economy

GVA, mio euros
of the entire county economy

GVA per employee, euros

742 763 818 872 931 6.6% 6.8% 25.5%
45% 44% 46% 48% 4.6% 02ppt-02ppt 0.1ppt

1,110 1,366 1,218 1,152 1223 -54% 62% 102%
22% 25% 22% 23% 24% O01ppt 0.1ppt 02 ppt

242 275 284 248 280 -127% 129% 157%
21% 21% 21% 26% 23% -05ppt -0.3 ppt 0.2 ppt

21,793 20,144 23,277 21486 22869 -77%  64% 49%

the entire county economy = 100 974 874 926 914 871

Total turnover, mio euros
of the entire county economy

Export, mio euros
of the entire county economy

613 692 754 579 688 -232% 188 122%
14% 15% 16% 15% 14% -01ppt -0.1ppt Oppt

142 194 204 181 231 -314% 27.6% 62.7%
1.0% 13% 17% 18% 17% 0.1ppt -0.1ppt 0.7 ppt

Note: ppt — percentage points (difference).

O TABLE 2

Data on the number of
enterprises, employ-
ment, GVA, total turn-
over and exports by
enferpnses in the Istria
County from the
cultural and creative
industries,

2017-2021
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For comparison purposes, business entities in the CCls at
the national level accounted for 7.3% of all entrepreneurs
(16,632 of all 229,401 business entities), 2.6% of total revenue,
3.4% of total employment and 5.0% of total GVA generated
by the business sector. The contribution of the creative sector
of Sibenik-Knin County is significantly lower than in Istria Coun-
ty, 1.3% of all creative business entities in Croatia and 0.8% of
all jobs regarding national entrepreneurial CCls in 2021.

The cultural and creative sector of Sibenik-Knin County is
characterised by only an above-average share of craftsmen (48%
compared to 40% in the county economy). It is also marked by an
above-average representation of craftsmen compared to national
figures, i.e., 48% and 34%, respectively. It seems that locals work-
ing in the CCI sector in Sibenik-Knin county are more likely to set
upcrafts than their counterparts in other parts of the country.

The structure of the CCI sector of Sibenik-Knin County
by sub-sectors is similar to Istria County, indicating that more
than half of the business entities in CClIs are registered in one
of the following: Advertising (19%), Architecture (16.5%), Design
(11.3%) and Computer programs, games and new media (11.3%).
The fewest number of businesses (only one) are recorded in
the sub-sector Film and electronic media.



2020 2021  2017-
2017 2018 2019 2020 2021 2019 2020 2021

Enterprises 165 177 188 205 212 9%  34% 28.5%
of the entire county econony 3.6% 37% 38% 40% 4.0% 02ppt Oppt 04 ppt
Employees 228 246 263 239 206 -91% 113% 16.7%
of the entire county economy 19% 1.9% 2.0% 19% 2.1% -0.1 ppt 0.2 ppt 0.2 ppt
GVA, mio euros 30 36 47 40 42 -149% 4.6% 409%
of the entire county economy 14% 18% 1.7% 19% 1.5% 0.2 ppt -0.4 ppt 0.1 ppt
GVA per employee, euros 131 146 177 169 159 -47% -5.0% 21.4%
the entire county economy = 100 58.7 635 705 718 60.4

Total turnover, mio euros 8.3 86 102 87 97 -15% 126% 181%
of the entire county economy 09% 09% 09% 09% 09% Oppt Oppt Oppt

Export, mio euros

0.674 1.1 18 21 20 17.8% -6% 193.5%

of the entire county econony 04% 0.7% 1.0% 1.6% 11% 0.6 ppt -0.5 ppt 0.7 ppt

Note: ppt — percentage points (difference).

O TABLE 3

Data on the number
of enterprises,
employment, GVA,
total turnover and
exports by enterprises
in Sibenik-Knin County
from the cultural and
creative industries,
2017-2021

296

The main areas in Istria and Sibenik-Knin where CCls ope-
rate are in urban areas. Of all creative businesses in Istrian
County, around 40% are situated in the biggest city, Pula, fol-
lowed by 14% in Porec¢, 7% in Umag, Rovinj and Labin, whe-
reas in Sibenik-Knin County, as much as 70% of all creative
businesses are situated in the biggest city, Sibenik (which is at
the same time the capital of the county), followed by Vodice
(10%), Murter-Kornati (6%) and Drnis (5%).

There has been a rising trend of entrepreneurial activity
within the CCIs in both counties over the period 2017-2021
(Tables 2 and 3). Aside from an increase in the number of en-
trepreneurs, also observed was an increase in total income, em-
ployment, gross value added and exports.

An interesting task is to evaluate the impact of the COVID-19
pandemic on the creative industries, especially as the CCls
were among the first sectors to cease their activities, but also
the last to reopen. The COVID-19 and lockdowns severely af-
fected the CClIs, and yet not all entities and all regions were
equally impacted.

When comparing the business results of the CCls in the
prepandemic 2019 year with the results of 2020 (the actual
COVID-19 pandemic year), the negative trends are easily no-
ticeable (Tables 2 and 3). Although the number of business
entities active in the CClIs of Istria County increased by 6.6%
year-on-year in 2020, there seemed to have been a significant
decrease in the number of employees (-5.4%), gross value ad-
ded (-12.7%), total turnover (-23.2%) and exports (-31.4%). In
particular, some sub-sectors of the CCls in Istria County re-
corded significant losses in terms of total turnover, e.g., Mu-
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sic (-44.4%), Advertising (-41.5%), Design (-32.8%), Electronic
media (-23.3%) and Film (-22.9%). Once again, these results po-
int to the vulnerability of the cultural and creative sector in
the recent crisis. Nevertheless, with the opening of the econo-
my and mitigation of measures, the results indicate a recovery
in 2021. The largest growth was recorded in exports (27.6%),
followed by total revenues at 18.8% and GVA with a growth
of 12.9%. When comparing 2021 to 2020, the CCI sector in Is-
tria County shows an increase of 6.8% in the number of busi-
ness entities and a 6.2% increase in the number of employees,
whereas labour productivity achieved a growth of 6.4%. Hence,
it is comforting to observe that despite the severe crisis, enti-
ties in the CCI sector in Istria County managed to recover
within a year. It might be argued that a relatively successful
tourism season particularly helped in the process.

As far as Sibenik-Knin County is concerned, COVID-19
also had a negative effect, but a bit less harsh than in Istria
County. There seems to have been a significant decrease in
the number of employees (-9.1%), gross value added (-14.9%)
and total turnover (-15%). In particular, the subsectors of the
CClIs have recorded significant losses in total turnover, e.g.,
Visual arts (-90.4%), Design (-67.7%), Music (-59.4%), Film
(-57.4%), and Publishing (-33.1%). On the other hand, Com-
puter programming and games, as well as Advertising, record-
ed growth in total turnover by 41.3% and 27.7%, respectively,
which should not come as a surprise because these sectors were
not exposed to measures related to closures of entertainment
venues and forbidding mass gathering, meaning that work-
ers were easily able to work from home (or from other loca-
tions). Also, positive developments are reflected in the number
of business entities and exports. The number of business enti-
ties active in the CCI sector increased in 2020 by 9%, which
could be related to repositioning in the sector and the desire
to utilise the pandemic to make necessary changes. Unlike Istria
County, exports increased in Sibenik-Knin County by 17.8%
due to Computer programming and games within the CCls.
Like Istria County, the results also indicate a recovery in 2021,
which saw the largest annual growth of total turnover (12.6%),
followed by employment gains at 11.3% and an increase in
GVA by 4.6%.

Now we will present the results from the second metho-
dological approach (contribution of the entire CCI sector (pu-
blic, non-profit and private part of the sector) to the total gross
domestic product of the county economy). As far as Istria
County is concerned, the contribution of the CCI sector to the
economy of Istria County has been significant but still slightly
lower than the contribution of the CCI sector to the national
economy, that is, it has been 2.3% as opposed to the national



DRUS. ISTRAZ. ZAGREB
GOD. 34 (2025), BR. 3,
STR. 285-306

BROZ, T., RASIC, I.:
THE CONTRIBUTION...

O TABLE 4

Estimated GVA of

CCls (in euros, current
rices) and the contri-
ution of the CCI

sector to total GVA for

Istria County, Sibenik-
-Knin County and the

Republic of Croatia,

3.1% of GDP (Table 4) in the pre-pandemic year of 2019. In the
case of Sibenik-Knin County, the contribution of the CCI sec-
tor to the GDP of the county in question was also 2.3% in 2019.
However, it should be clear that the national average contin-
ues to remain higher than in the counties in question due to
the strong influence of Zagreb — the capital of Croatia, a city that,
in all other economic segments as well, is the most important eco-
nomic force in Croatia. Measured by gross value added (GVA),
the share of the CClI sector of Istria County in the total nation-
al CCI sector was 5.0%, while the contribution of the CCI sec-
tor of Sibenik-Knin County to the total national CCI sector
was smaller, i.e., 1.7% (the GVA of the CClIs in Croatia amount-
ed to 1,549.7 million euros in 2019).

The data for 2020 indicate a strong year-on-year decline
in GVA of the CCI sector in both counties. Istria County re-
corded a stronger decline by as much as 35%, while the GVA
of the CCI sector in Sibenik-Knin County saw a decrease of
20%. As a result of the stronger decline in GVA of the CCI sec-
tor than the decline in the total GDP in both counties, the share
of the sector in the GDP in 2020 also decreased. In Istria Coun-
ty, the CCI sector accounted for 1.9% of GDP in 2020, whereas
it accounted for more than 2% of GDP in the previous years,
while in Sibenik-Knin County, it accounted for 2% of GDP (Table
4). It seems that the COVID-19 restriction measures indeed
had more of a negative effect on the CCls than on the rest of
the economy.

Also, it is interesting to note that in Istria County, the
public part of the CCI sector accounts for 44.1% of the GVA of
the total CCI sector, while in Sibenik-Knin County, the public
part of the CCI sector accounts for 79.8% of the total GVA of
the CCI sector (2021), indicating the reason why Sibenik-Knin
County has a similar share of the CCls in terms of GVA in the
county's GDP compared to the Istrian share (while only the
entrepreneurial share in Sibenik-Knin county is much small-

2017-2021 er than that of Istria County).
Istria County Sibenik-Knin County Croatia
GVA, in GVA, in GVA,
000 euros % GDP 000 euros % GDP mio euros % GDP
2017 65,563.8 2.1 22,988.9 2.3 1.245,8 2.5
2018 72,111.2 2.3 22,870.2 2.2 1.352,8 2.6
2019 77,292.2 2.3 25,897.8 2.3 1.549,7 3.1
2020 50,110.7 1.9 20,788.2 2.0 1.538,6 3.0
2021 n.a. n.a. n.a. n.a. 1.979,9 34
The next part of the research is related to public financ-
ing of CCls. In terms of the usual indicators of public financ-
298 ing of cultural activities, the proportion of public expendi-
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tures devoted to cultural activities in the total annual local bud-
gets and the share of public expenditures for culture in the
GDP should be investigated. Cultural activities in both coun-
ties are financed from county budgets, city budgets, munici-
pality or state budgets or through private investments and
sponsorships.

When it comes to Istria County, EUR 22.8 million or 4.5%
was allocated for culture from the total local budgets (budgets
of local self-government units and the county budget in total
was EUR 511.2 million) in 2019. The following year, in 2020, these
expenditures decreased by 50.4%, amounting in total to EUR
11.3 million, and the share in the total local budget (amount-
ing to EUR 425.7 million) fell by 1.8 percentage points (to 2.7%).
On average, culture-related expenditure amounted to 108.5
euros per inhabitant in Istria County in 2019, whereas a year
later, it was 53.7 euros per inhabitant.

Negative developments were also recorded in Sibenik-Knin
County. In 2019, EUR 8.2 million (or 4.2%) were allocated for
culture from the total local budgets amounting to EUR 192.7 mil-
lion. A year later, these expenditures were reduced by 32.1%.
Consequently, the relative share of culture in total local govern-
ment expenditure decreased by 1.4 percentage points in 2020
compared to 2019 (from 4.2% to 2.8%). In 2019, the expendi-
ture on culture amounted, on average, to 82.6 euros per inhabi-
tant in Sibenik-Knin County, and a year later, it was 24 euros
less per inhabitant.

In terms of the proportion of public expenditures devoted
to cultural activities in the GDP of the counties, culture ac-
counted for 0.68% of Istria's GDP and 0.73% of Sibenik-Knin
County's GDP in 2019. In 2020, public cultural expenditures
fell to 0.6% of the Istrian GDP and 0.4% of the Sibenik-Knin
County's GDP. Hence, besides COVID-19 restriction measures,
which had a negative effect on CCls, a drop in public expen-
ditures designated for cultural activities also had an impor-
tant negative impact on the GVA and GDP in CCls in both coun-
ties.

Despite negative developments during the COVID-19
pandemic and the fact that data for the post-pandemic peri-
od are still not available at the county level, anecdotal evidence
indicates the recovery of the share allocated for culture from
local budgets. Also, despite a significant drop in funds desig-
nated for culture during the pandemic, it seems that a signif-
icant proportion of revenues for culture in both counties
comes from public sources.

Finally, the results for the panel fixed effect models, which
estimate the impacts of CCls on a county's GDP per capita, are
given in Table 5.



Istria County Sibenik-Knin County

Variable 2017-2022 2017-2022
Constant 13,629.75 15,187.9
p-value 0.000 0.000
GVA CCCi p.c. (GVA) 3.859241** 5.401682*
p-value 0.031 0.000
Employment CCI (EMP) 4.847679 17.91613
p-value 0.630 0.406

PubExpCul p.c. (CUL) 0.0723017 29.49617*
p-value 0.604 0.000
Tourist arrivals (TUR) 0.010969* -0.002978
p-value 0.000 0.930
Observations 218 65
Number of municipalities 37 11
F-stat/Wald test 12.43 168.9
R? within 0.2193 0.3652

Hausman test (Chi-square) 41.86* 15.86*
P =0.003 P = 0.000

Note: *p < 0.01, p < 0.05**

O TABLE 5

Regression results for
Istria,County (Model 1)
and Sibenik-Knin
County (Model 2)
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Model 1, which was estimated for Istria County, shows
that the variables exerting a positive and significant effect on GDP
per capita over the observed period are the gross value added
per capita of CCls (p < 0.05) and tourist arrivals (p < 0.01). In
the case of Model 2, which was estimated for Sibenik-Knin Co-
unty, the GVA per capita of CClIs also has a significant impact
on the county's GDP per capita (p < 0.01). However, in this
model, public expenditures for culture have a significant im-
pact on the Sibenik-Knin County's GDP (p < 0.01), while tourist
arrivals are not shown as relevant. Hence, it seems that the
CClIs can accelerate the economic development of a county.
This aspect is especially true for Sibenik-Knin County, where
not only do GVA of CCIs have a positive impact on the coun-
ty's GDE but also public expenditures for culture. It is not sur-
prising that public expenditures on culture could have a posi-
tive effect since the previous results showed that those expen-
ditures are a relevant source of revenue for entities in CClIs.
Hence, the results obtained for Sibenik-Knin County show
that putting more effort into supporting the CCls is what fur-
ther stimulates the economic development of the region.

On the other hand, even though Sibenik-Knin County is
a tourism region, tourist arrivals in the county do not have a
statistically significant impact on GDP per capita, unlike in
Istria County. However, this should not come as a surprise

iven that tourism is much stronger in Istria County than in
Sibenik-Knin County. Hence, it could be concluded that sup-
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porting cultural activities as well as tourism (in the case of Is-
tria County) could accelerate the development of a county.
Still, it has to be acknowledged that R* values in both models
are relatively low (0.2193 for Istria County and 0.3652 for Si-
benik-Knin County). However, low R? in panel fixed effects
models can be attributed to the nature of the data and the mo-
del's focus on within-group variation while absorbing between
variance, which implies that a large portion of variance that
could have boosted R? is removed by fixed effects.

DISCUSSION AND CONCLUSION

301

In this paper, we analysed the characteristics and the contri-
bution of CCls in two tourism regions in Croatia. Even though
they are both tourist counties located on the Adriatic coast,
there are distinct differences in some aspects between them.
Besides the fact that Istria County is more econormcally de-
veloped than Sibenik-Knin County, the creative sector in Istria
County is also larger than that in Sibenik-Knin County. Still,
given that Istria County is a more developed tourism region,
understandably, it creates more value in the creative sector.
These findings are consistent with previous empirical studies
indicating how regions with higher concentrations of CCls are
typically characterised by higher levels of economic develop-
ment (Power, 2011). Furthermore, in line with the findings from
the literature showing that creative industries tend to cluster
in urban areas (Winden & Carvalho, 2016) and tourism centres
that attract visitors (Escalona-Orcao et al., 2016), this study shows
that the largest concentrations of CCIs in both counties are
major urban and tourist areas. Of all creative businesses in
Istria County, more than 60% are situated in the biggest cities,
while in the case of Sibenik-Knin County, as much as 91% of all
creative businesses are situated in the four biggest cities.

Despite the important presence of CClIs in both counties,
entities in CCIs have suffered severely from restrictive mea-
sures instigated to combat the COVID-19 pandemic and the
drop in public expenditures for culture. Still, it seems that Is-
tria County was hit harder by the pandemic, confirming the
results from Broz and Rasi¢ (2024) obtained from the survey
of entities within CCIs. However, a favourable tourism season
in 2021 led to a recovery in both counties. GVA increased in
both counties, and Istria County reached almost pre-pande-
mic levels. Turnover, including the number of employees and
enterprises, also increased.

In general, based on the conducted empirical analysis, it
can be concluded that the development of CCIs has a positive
impact on the economic development of both observed coun-
ties. Among the relevant factors in the CClIs, the per capita gross
added value of CClIs has a significant positive impact on the
counties' GDPs per capita. Thereby, the impact was higher in the
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case of the less-developed Sibenik-Knin county. This outcome is
consistent with the findings of other authors who claim that
the impact of CCls tends to be positive and economically sig-
nificant for developing places and even for some less devel-
oped areas (Kalfa set al., 2024). On the other hand, tourist
arrivals are only 1mportant for Istria County, even though Si-
benik-Knin County is also a tourism region. This could be
explained with a much stronger tourism system in Istria Coun-
ty than in Sibenik-Knin County. Furthermore, public expendi-
tures for culture have a significant positive effect on the devel-
opment of GDP per capita only in the case of Sibenik-Knin
County. This result shows that supportive public policies sig-
nificantly increase the contribution of the creative sector to eco-
nomic growth. Based on these results, it could be concluded
that, on average, policies based on an increase in the share of
CClIs make a positive contribution to the GDP per capita of a
region and provide a complementary or alternative instrument
in the development processes of regions.

However, this study has several limitations, which can be
addressed in future research. The key limitation is the short
time period (2017-2022) and for calculating GVA even short-
er (2017-2021). The second limitation refers to the fact that in
assessing the economic contribution of creative industries in
the observed counties, it was not possible to include small bu-
siness entities (small crafts and independent workers) in both
assessments. Furthermore, due to the specific characteristics
of the selected two counties, the generalisability of the find-
ings may be limited. Leveraging the high replicability of our
study could allow us to compare the case of these two coun-
ties with other NUTS3 regions in Croatia and the EU27. This
approach can be applied in future research while emphasising
interregional differentiation and characteristics. While this stu-
dy provides valuable findings, future research could explore
specific subsectors within CCIs in more detail. In addition,
longer periods of time and wider spatial coverage could also
provide insight into the dynamic development of the rela-
tionship between CCls and economic growth over time.

! According to the authors' estimates.

2 Municipalities with active business entities in the CCls during at
least two years of the observed period.

3 These are entrepreneurs recorded by FINA, a company that collects
financial records of all entrepreneurs in Croatia.

4 Data on craftsmen and professionals were collected from the
Croatian Pension Insurance Institute.

5 We have to repeat here again that these numbers are underestimat-
ed, as only entities recorded by FINA were included.
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Doprinos kulturnih i kreativnih industrija
gospodarstvu Zupanije: studija slucaja
dviju turisti¢kih regija u Hrvatskoj

Tanja BROZ, Ivana RASIC
Ekonomski institut, Zagreb, Hrvatska

Cilj je rada analizirati osnovna obilieZja kulturnih i
kreativnih industrija u dviema hrvatskim Zupanijoma —
Istarskoj i Sibensko-kninskoj — kao i procijeniti njihov
doprinos Zupanijskom i nacionalnom gospodarstvu. S
obzirom na to da prevladavajuéi dio sektora kulture &ine
aktivnosti koje se izravno financiraju iz javnih sredstava,
provedena je i analiza javnih izdvajanja za kulturu iz
drzavnoga i lokalnih prora¢una. Osim analize obiljeZja i
doprinosa kulturnih i kreativnih industrija, ispituju se i
¢imbenici utjecaja kulturnih i kreativnih industrija na
gospodarski razvoj dviju promatranih Zupanija primjenom
panel-modela s fiksnim efektima od 2017. do 2022.
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godine. Rezultati upuéuju na to da su kulturne i kreativne
industrije vazan dio gospodarstva obiju Zupanija, pri ¢emu je
njihov doprinos u Istarskoj Zupaniji veéi nego u Sibensko-
-kninskoj Zupaniji. Glavni &imbenik kojim kulturne i kreativne
industrije znadajno i pozitivno utjeéu na gospodarski razvoj u
obje Zupanije jest bruto dodana vrijednost kulturnih i krea-
tivnih industrija po stanovniku. Rezultati isto tako pokazuju
da i drugi &imbenici, kao $to su dolasgi turista (za Istarsku
Zupaniju) i javni izdaci za kulturu (za Sibensko-kninsku Zu-
paniju), imaju znaajnu ulogu u ocijenjenim modelima.

Kljuéne rijedi: kulturne i kreativne industrije, regije, COVID-19,
doprinos BDP-u
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