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PLANNING THE ACTIVITY OF A CREATIVE
INDUSTRIES SUBJECT IN A TURBULENT
ENVIRONMENT

ABSTRACT

The current form of globalization defines a new plane in which cultural practices interact
with creativity and innovation on a global scale, thus forming a new sector of the econ-
omy - creative industries. They cover economic activities related to the acquisition, use,
transformation, dissemination and commercialization of information and knowledge that
have a significant economic and social impact (for example, promoting sustainable de-
velopment and creating inclusive jobs). Thus, creative industries are turning into a sta-
bilizing element of the country’s competitiveness. The aim of the work is to determine
the features of planning the activities of creative industries in the turbulent modern
economic environment and identifying prospects for strengthening their competitive-
ness. The methodology of this study requires research practices that are consistent with
the intersection of creative economics, international relations, macroanalysis, and ge-
ography. It is based on the study of the impact of the creative sector on the economic
environment in Ukraine. Results. The results of the study show that greater support for
Creative Industries is needed to strengthen their involvement in the innovative system
of the economy and the system of creating added value. In this regard, there is an
urgent need for a critical understanding of creative work and the study of its status in
Ukrainian society. The awareness campaign should begin with the study, development
and implementation of new educational programs to professionalize the new sector and
stabilize career paths. In order to make informed decisions, it makes sense to study the
role of the creative class in the national social system. The prospects for further research
are to evaluate the effectiveness of creative industries in Ukraine and compare them
with leading European countries.

Keywords: culture, creativity, cultural industries, creative industries, creative economy

JEL Classification: M14; M3; 047

INTRODUCTION

Globalization is one of the main phenomena facing modern society, affecting all aspects
of human activity at the present stage. Over the past few decades, globalization has
changed the world dramatically, creating many benefits for the development of national
economies. The economy of many countries itself is undergoing significant structural
changes, as traditional industries are being replaced by the service sector and innova-
tion, which marks the transition to a knowledge economy, where creativity plays a spe-
cial role [1].

Zelazny, R., & Pietrucha, J. determine that a creative economy is an economy in which
conditions for the development of creativity exist and are regarded as an accelerator of
innovativeness on micro, meso and macro level. It includes four main components:
inventive economy, political institutions, business regulations and fiscal institutions [2].

Creativity is an inexhaustible resource based mainly on ideas and cultural features, ra-
ther than physical capital. The modern form of globalization defines a new plane in
which cultural practices interact with creativity, commerce and innovation on a global
scale, thus forming a new sector of the economy - creative industries. They encompass
economic activities related to the generation, use, transformation, dissemination, and
commercialization of information and knowledge with significant economic and social
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impact (e.g., the promotion of sustainable development and the creation of inclusive jobs). Thus, the creative industries
become a factor of stabilization and strengthening of the country's competitiveness.

This study aims to determine the features of planning the activities of creative industries in the turbulent modern economic
environment and identifying prospects for strengthening their competitiveness. It can also be seen as an attempt to
measure the contribution of the creative sector to the economic and social development of countries.

LITERATURE REVIEW

The development of the economy of any country in the twentieth century requires a rapid response to global changes and
trends. The global market over the last decade has dictated the requirements of an innovative, non-standard approaches
to doing business, managing the economy, and integration between different sectors of the economy. Thus, economics is
increasingly gaining signs of related specialties - socio-political and socio-cultural spheres of life activity.

The latest trends not only in the modern European market but also in the world as a whole, are the development of
creative industries. Since the concept of “creative industries” is fairly new in economic science, scientists use several
definitions.

Cultural and creative industries are rather new concepts in Ukrainian scientific literature, though the term “creative indus-
tries” in the public sector was first defined in the late twentieth century by the British Government's Ministry of Culture,
Media and Sport [3].

The Cambridge dictionary defines creative industries as those based on work in which original ideas are important, such
as artwork or media work, computer software development, etc. [4].

Usually, the terms “creative industries” and “cultural industries” are used interchangeably or in parallel, although their
classical definition was recorded by UNESCO as “cultural and creative industries”. As Parkhomenko, I.I., Proskurina, M.O.
claim, there is a clear logic of distinguishing between cultural and creative industries on the basis of the product of pro-
duction (final result of production), which is enshrined in UNESCO and EU documents [5]. This cumulative notion referred
to industries combining the creation, production, and commercialization of meanings of an intangible nature belonging to
the cultural sphere. Being a product or service, they are usually protected by copyright and are referred to as industries
of the future in economic literature [5]. And the use of the term “creative industries” (in plenty) only emphasizes their
cumulative origin.

In general, the cultural industries sector includes such groups as advertising, architecture, art and antique markets, crafts,
design, fashion, film and video production, programming, including the creation of entertainment and interactive programs
and computer games, music, performing (performative) arts, publishing, television, radio, and Internet broadcasting [6].

At the legislative level, identifying, developing and supporting the creative industry in Ukraine began in 2018, almost 20
years later than in the international arena. In Ukraine, the concept of "creative industries" is in the current legislation is
defined in the Law of Ukraine "On Culture" as follows: "creative industries - economic activities aimed at creating added
value and jobs through cultural (artistic) and / or creative expression" [5-7].

The list of economic activities that belong to the creative industries (CI) is determined by the Government of Ukraine.
These include, in particular, arts, performing arts, publishing, design, fashion, IT, audiovisual art, architecture, advertising,
libraries, archives and museums, folk arts and crafts [5-8].

The “creative industries” continue to grow steadily and play a defining role in shaping the future of culture. In particular,
the crisis of 2020 did not negatively affect the volume of foreign trade in services of Ukraine's creative industries), Com-
puter Services (+ 21%) and Advertising and Marketing (11%). On the other hand, the volume of exports of Architectural,
engineering and other technical services decreased (-21%), Other services to individuals and services in the field of culture
and recreation (-21%) and R & D (-7%) [4].They open up possibilities of free expression, cultural diversity, and economic
development, although at the same time they are under the dualistic influence of globalization: through the development
of the latest technologies, globalization opens up new perspectives and simultaneously shapes new types of inequalities.
Now delineated geographically as a North-South divide, these inequalities can be mitigated by strengthening local capacity
and facilitating access to world markets at the national level through new partnerships, innovation, copyright infringement
control, and international cooperation.

The industries belonging to the creative industries have different financial growth opportunities, economic activity logic,
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and dynamics. From the point of view of the business form, such industries develop based on small and medium entre-
preneurship, producing creative (creative) products and providing creative services. Each of such enterprises pursues the
goal of enhancing the competitiveness of its products in international markets.

A fundamental contribution to the study of creative economy was made by the American scholar John Hawkins. He was
the first to use the term “creativity” in scientific literature. In his work, Hawkins interprets it as the ability to create
something new. It means the creation by one person or group of people of inventions or ideas that are individual, original,
and meaningful. Moreover, it was in this work that Hawkins found a direct link between creativity and economic develop-
ment. Thus, the researcher argues that new combinations of creativity and economy create exceptional economic value
and profitability. Another American researcher, Richard Florida, outlines the emergence of a new social class - the “creative”
class. The creative class has caused and will continue to cause, profound and radical changes in the way we work, in our
values and desires in almost every aspect of our daily lives. In addition to an in-depth analysis of the preconditions,
principles, and innovations of the creative economy in society, the author analyzes and substantiates the key characteristics
and features of the new creative class. He argues that the growth of human creativity will become a determining factor in
our economy and society. The author emphasizes that more and more traditional economic professions will be transformed
into creative professions [7].

UNESCO [10] defines cultural and creative industries as activities whose main purpose is the production or reproduction,
promotion, distribution, or commercialization of goods, services, and activities of a cultural, artistic, or heritage nature.
There are seven activities in the creative industries, based on UNCTAD's classification of creative goods and services [11]:

1.  Audiovisual media: (films, television, radio, new media, music);
Publishing (books, newspapers, other printed matter);

Performing arts (theater, opera, festivals, creative spaces, and others);

Design (architecture, fashion, interior, jewelry, toys);

2

3

4.  Visual arts (painting, photography, sculpture, antiques);

5

6. Arts and crafts (carpets, wickerwork, paper, yarn, and other arts and crafts);
7

Creative services: advertising, market research, and public opinion polls; research and development; architectural,
engineering, and other services; audiovisual and related services; computer services; information services;
franchises and similar rights; other royalties and license fees.

Creative industry revenues globally in 2020 exceed those of telecommunications services ($1,570 billion worldwide) and
exceed India's GDP ($1,900 billion). In total, the top three in terms of revenues are television ($477 billion), the Fine Arts
($391 billion), and newspapers and magazines ($354 billion). With 29.5 million jobs, CI employs 1 percent of the world's
active population. The top three employers are Fine Arts (6.73 million), books (3.67 million), and music (3.98 million) [11].

Among the researchers of the creative economy and creative industries, the scientific work of the team of authors [12]
should be highlighted. In their monograph, they analyzed a wide range of problems of the creative sector of the economy,
its components, the influence of culture on the emergence of creative industries. The scientists paid much attention to the
formation of foundations and the development of a creative economy in Ukraine. They consider the problems of creating
the necessary ecosystem, creative clusters, the construction of soft infrastructure that would allow to develop of creative
industries on a regional and national level. In addition, they carefully analyze the world experience of creative space
formation, in particular, in the USA, EU countries, and South Asia. Examples of creative transformation of the EU regions
are considered in the work “Regional Policy of the European Union” [11 13].

Cultural industries have emerged on the edge of culture, economy, and technology, combining the rational with the irra-
tional, precision with uncertainty, logic with emotionality. This combination makes a new category contradictory and am-
biguous and at the same time provides a constant interest of professional researchers, scientists, and analysts, as well as
ordinary citizens. Since the end of the XX century. In the world scientific society, there are active discussions and debates
about the new categories. Ukraine is also gradually included in this process [14].

The idea of creative industries itself is not new: there is a great deal of research in this field that is a relatively new concept.
Creative industries are sectors of organized activity whose primary purpose is the production or reproduction, promotion,
distribution, and/or commercialization of goods, services, and activities of a cultural, artistic, or heritage nature [10].
Because the creative industries create an environment of art, culture, and economic activity, they are considered to be a
business sector.
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The term “creative industries” is often replaced by other terms depending on the country. They are called experience
industries/cultural industries/creative culture and creative industries in Scandinavian countries (Sweden, Denmark, Nor-
way, and Finland), entertainment and media/copyright-based industries in the United States, creative and cultural Euro-
pean countries emphasizing cultural heritage and elements of its creative activities, based on local traditions and art.

There is no fundamental difference between them all. UNESCO states that cultural industries are those industries that
include the production and commercialization of creative content that is intangible and cultural, such as publishing books,
films, etc. In turn, the creative industries are those industries that produce tangible or intangible artistic and creative
products with the potential to create wealth and generate income through the exploitation of cultural assets and the
production of knowledge-based goods and services (both traditional and contemporary). Thus, the creative industries are
derived from the cultural industries because there are obvious links and continuities with cultural industries such as per-
forming arts and crafts. Subsequently, the term “creative industries” takes on the features of a wide range of creative
activities, especially personal ones, of which the cultural industries are an integral part. The latter marks a historical shift
in the approach to potential commercial activities, which until recently were viewed exclusively or predominantly in non-
economic terms.

This differentiation is not so important in terms of naming the new sector as it contributes to the understanding of what
the creative industries are. Thus, the creative sector relies on creativity, technology, and culture [15]. It is now believed
that there is a creative industry in Ukraine only at the stage of formation and formation. However, in the Global Creativity
Index 2015, Ukraine ranked 45th out of 139 dues to key factors such as talent, high education and technology develop-
ment. This result indicates that the national economy has all the necessary prerequisites and potential for growth of added
value created in the creative industries sector [30].

Creativity is one of the most interesting and profitable areas of the economy. For this reason, the basic principles of success
include uniqueness, endless learning, breaking the rules. So, the proposed concept of the creative economy, which
emerged as a means of focusing on the role of creativity in modern economic life, emphasized that economic growth and
cultural expansion are not separate processes, but can be part of a broader development process [16].

This achievement caused an intensification of research into the idea of creativity as part of economic success. One of the
most obvious shortcomings of creative industries policy is its preoccupation with something new, and its insistence that
everything is completely different, a mental ignorance often of its history. Such a belief has also arisen in connection with
creativity with urban economic development and urban planning [17]. The introduction of the term “creative city” in
response to the rapid economic and social changes in the world. Landry confirms that it is necessary to create appropriate
conditions for people to think, plan and act with imagination, solving urban problems. Particular attention is paid to the
contribution of the arts and creative industries in stimulating innovation in cities [18].

Cities function as creative fields, generating streams of both cultural and technological innovation, but not all cities can
succeed. Some cities, to be successful, have built or created clusters of specialized industries, usually in location, natural
resources. The advantage of a cluster is the synergy of its members, being able to do their work in an inter-industry
collaboration of small businesses. Thus, a cluster is the most optimal form of innovative development in any sphere [19].

A creative cluster is a geographical concentration of individuals rather than businesses producing creative goods and
services [18 20]. A creative cluster is seen as a place that describes both a community of creative people and a catalyst
place where people, relationships, ideas, and talents contribute to each other. Being nearby, creative people spread and
exchange ideas, and express themselves freely. Clustering creates an environment conducive to collaboration and the
development of both creativity and commerce. That is, creative companies use a resource-sharing strategy to solve struc-
tural problems [19-21].

The promotion of creative clusters in urban areas by public authorities can be based on one of two approaches: a people-
oriented approach and/or a business-oriented approach [22]. The people-oriented approach is aimed at improving the
quality of life of urban residents to attract creative talent, which in turn generates investment, promotes job growth, and
stimulates the emergence of start-ups. The business-oriented approach focuses on the formation of a creative production
environment, hence, undoubtedly, favorable conditions for the development of creative businesses, such as tax incentives
and subsidies.

Burrup, suggested ten characteristics that are common to the formation of a creative environment by scholars in business,
economics, geography, leadership, urban studies, education, and the arts have been proposed. They include the presence
of knowledge and expertise in the subject area, the interaction between cultures and between different ideas, open com-
munication and the free exchange of ideas, stable environment with future opportunities, opportunities for solitude and
interaction, presence of other creative people generating new ideas, inclusive leadership clarifying values and setting goals,
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visual and auditory stimuli, reflective thinking and practices, and risk-taking, failure and ambiguity [23].

Eger J. describes the creative class, according to the author's concept, as a group of creative workers in the cultural and
creative industries, as well as different types of managerial, professional, and technical workers who produce different
innovations. The group characterized by the author is engaged in science, design, engineering, architecture, education,
music, art, and entertainment, their economic function is to create new ideas, technologies, and creative content. the
creative class, according to the author, is the key driving force of the economic development of post-industrial cities [24].

There are now different approaches to defining the creative industries, ranging from a narrow approach in which the
creative sector is defined through one specific policy area, such as culture, to a broader approach in which creativity is
linked to virtually all aspects of human activity [25-29].

Despite the relevance of the topic and its development abroad, in Ukraine, a wide range of topics and issues concerning
the creative industries are covered fragmentarily in the context of interdisciplinary research on sustainable development.
Therefore, the purpose of the work is to determine the features of planning the activities of creative industries in the
turbulent modern economic environment and identify prospects for strengthening their competitiveness.

RESULTS

In the post-industrial era, culture becomes a key resource of the regional economy, a kind of capital in the development
of local areas. This statement is by no means an exaggeration. The world experience of the last years testifies to the
growing interest in culture, to the cultural potential, especially within the framework of solving the dilemmas of formation
of the modern urban space. As the stimulus for the formation of interest is the possibility of effective interaction between
culture and business, culture and tourism, cultural tradition and innovation. Among the popular practices of successful
involvement of cultural resources in the commercial environment experts name creative (creative) industries.

Creative or creative industries (Creative Industries) are the types of activities, the aim of which is to activate individual
creativity, whose skills or talent contribute to the creation of added value and jobs through the production and exploitation
of intellectual property.

Creative industries form a subset of creative industries. Creative industries range from traditional cultural heritage
knowledge, such as arts and crafts and cultural celebrations, to more modern technological services, focused on subsets,
such as audiovisual and new media. UNCTAD's classification of creative industries is divided into four main groups: herit-
age, art, media, and functional group. These groups include nine subgroups. According to the UNCDAT report, the classi-
fication of the creative industries can be schematically depicted (7able 1).

Table 1. Classification of Creative Industries

Group Subgroup Area of activity

Heritage (origin of all art forms, cultural and creative in- ] o o
dustries; combines cultural aspects of historical, anthropo- Cultural attractions and places Museums, libraries, exhibitions
logical, ethnic, aesthetic and social activities of society, af-
fects the creativity and origin of a number of goods and

services and cultural events). Traditional cultural activities Art crafts, festivals, celebrations

Live music, theaters, dance, opera,

Art (includes creative fields based solely on art and culture. | performing arts !
circus

Work in the arts is usually created under the influence of
knowledge about heritage, the meaning of individuality,

) Paintings, Sculptures, Photos, an-
and symbolic meaning.). Visual Arts 9 P

tiques

Audio-visual art Movies, TV, Radio

Media is another group that encompasses two subsets of

media, creating creative Content to communicate with | Newmedia Electronic Media, Digital Technolo-

large audiences ges
Publishing Books and Magazines
Creative Services Architecture, Advertising, Recreation

Functional (includes service-oriented industries that create

goods and services with functional purposes) Design (interior, graphics, fash-

ion, jewelry, toys) Interiors, Graphics, Fashion

Source: developed by the author on the basis of [3;5;9;12;14;16]
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Before moving on to a more detailed analysis of the classifications, it is necessary to define the creative industries. Thus,
the creative industries:

= are types of economic activities for the production and distribution of goods and services that use creativity and
intellectual capital as the main factors of production;

= represent a set of knowledge-based activities focused on the potential income from trade and the realization of
intellectual property rights;

= create tangible products and intangible intellectual or artistic services with creative content, economic value, and
market purposes;

= are at the intersection of crafts, services, and industries;
= are a new dynamic sector in world trade.

Let us return to the classification of creative industries into four large groups.

The definition of industries belonging to the creative industries differs from country to country. In parallel with the model
developed and proposed by UNESCO, countries introduce their terms and their content, adapted to their economies,
competitive advantages, and opportunities. Several such models with a list of industries are shown in 7able 2.

Table 2. Comparison of the classification of cultural and creative industries in selected countries of the world

Type UNESCO Klijnngifiidm Canada Denmark Lithuania Taiwan Australia

Music + + + + + +

Performative art + + + + + +
VisualArt + + + + + +

Crafts + + + + + +

Design + + + + + + +
Fashion +

Book publishing + + + + + + +
TV andradio + + + + + +
Film, video + + + + + + +
Advertising + + + + + +

Architecture + + + + +

Cultural Facilities + + +
Software + + + + +

Computer and video games + + +

Creative Lifestyle + +

Source: developed by the author on the basis of [5;9;12,14,16]

In Ukraine, the term “creative industries” has not only actively entered the general circulation but also received legislative
consolidation and classification distinction. For a long time, the terms “creative”, “cultural” and “creative” industries were
used in the domestic literature as synonyms, however, we note that in recent years researchers in their works distinguish
cultural industries into a separate sector of the creative industries (which themselves are broader and more universal
concept). At that, the authors refer to the definition of the Department of Culture, Media and Sport of the government of
Great Britain in 1998 (where the English translation of creative industries was fixed as “creative industries”): “activities
based on an individual creative principle, skill or talent, carrying the potential to create added value and jobs through the

production and exploitation of intellectual property.”

The difference between the terms “cultural industries” and “creative industries” is clearly defined by the “Culture and
Creativity” project: “the concept of cultural industries refers more to cultural heritage and traditional forms of creativity,
while creative industries are understood as applied creative practices, innovation and job generation through the creation
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of intellectual property.”

In 2016 the Ministry of Culture of Ukraine created a department for the development of cultural and creative industries,
and since 2017 there has been a sector for the development of creative industries. The development of cultural and
creative industries (CCI) is recognized as a priority direction of the “Long-term national strategy of cultural development
until 2025".

To continue the development of the sector in 2019, the Cabinet of Ministers (Decree No. 265-r of April 24, 2019) approved
a list of economic activities belonging to the creative industries, with a list of relevant Standard industrial classification of
economic activities. In particular, creative industries include folk arts and crafts, visual art, stage art, literature, media
activities, audiovisual art, design, fashion, architecture and urban planning, advertising, and museum business. A complete
list (with Standard industrial classification of economic activities— codes of economic activities according to the National
Classifier of Ukraine DK 009:2010) is provided in 7able 3.

Table 3. Types of economic activities included in the creative industries

Code Name of the type of economic activity Code Name of the type of economic activity

32.12 Manufacture of jewelry 62.02 Consulting on informatization issues

32.13 Manufacture of jewelry and similar products 63.91 Activities of information agencies

32.20 Manufacture of musical instruments 70.21 Activities in the field of public relations

58.11 Publishing of books 71.11 Architecture activities

58.13 Newspaper printing 22.20 Rgsearch and experl_mental development in social
sciences and humanities

58.14 Publication of magazines and periodicals 73.11 Advertising agencies

58.19 Other publishing activities 73.12 Mediation of advertising in mass media

58.21 Publication of computer games 74.10 Specialize activities in design

58.29 Publication of other software 74.20 Activities in photography

59.11 z:(a):jnusctlon of films, video films, and television pro- 74.30 Provision of Translation Services

59.12 Compilation of cinema and video films, TV programs 85.52 Cultural education

Distribution of films, video films, and television pro-

59.13 grams 90.01 Theater and concert activities

59.14 Demonstration of films 90.02 Activities supporting theatrical and concert events
59.20 Publication of sound recordings 90.03 Individual artistic activities

60.10 Activities in the sphere of radio broadcasting 90.04 Functioning of theater and concert halls

60.20 Activities in the sphere of TV broadcasting 91.01 Functioning of libraries and archives

62.01 Computer programming 91.02 Function Ingo museums

Source: developed by the author on the basis of [9,12;14,15,16]

Such a step in the legislative field - the assignment of Standard industrial classification of economic activities - through the
application of the list of economic activities related to the creative industries, will establish basic economic indicators:

= contribution to the gross domestic product of the state;

= the proportion of persons employed in these fields;

= the number of businesses and their turnover.

According to the results of the study conducted in 2019-2020 and the implementation of the UNESCO system of indicators
in Ukraine, it was found that the contribution of cultural and creative industries to GDP is 4.04%. Of course, compared to
other industries (or sectors of industry), this contribution is not indicatively large (for example, the contribution of agricul-

ture, forestry, and fishing — 11.65%), but is quite commensurate, in particular with the mining industry (5.72%), financial
and insurance activities (5.11%) or construction (2.67%).

During 2017-2020, the value-added of the underlying industries belonging to the creative industries (CIs) is growing both
quantitatively and percentagewise (Figure 1).
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Compared to 2016, the added value of CI nominally doubled — from 55.1 billion UAH in 2016 to 97 billion UAH in 2018.
The stagnation of 2013-2015 is explained by the crisis aggravation due to the beginning of hostilities in Eastern Ukraine
and the annexation of Crimea, when, first of all, basic needs were satisfied, and the sphere of culture and creative industries
was relegated to the background. As a percentage of total value added in Ukraine, the share of creative industries declined
from 2.97% in 2013 to 2.46% in 2015. As of 2018, CI's share was almost 4% (3.86%). In 2020, the creative industries
contributed 0.3% more to GDP than a year earlier.

140 - 127,2 1324
105 - 97,
81,9
70 1 55,1
33,2 34,3
| B . . I
0 . . . . . . . :
2013 2014 2015 2016 2017 2018 2019 2020

Figure 1. Indicators of the added value of creative industries in Ukraine in 2013-2020 billion UAH.

The number of those employed in the creative industries is also growing: so, the share of those employed in CI rose from
2.5% in 2013 to 3.6% in 2018. Quantitatively, the difference between the employed in CI in 2013 and 2018 is 51,187
people, and during this period there was a drop only in 2015 ( 7able 4).

Table 4. Number and share of workers employed in creative industries in Ukraine in 2013-2020

Indicator 2013 2014 2015 2016 2017 2018 2019 2020

Number of employed workers in the

CI (base), people. 252,259 | 265,100 | 248,512 | 262,617 | 283,293 | 309,446 | 352,811 | 360,455

Share of employees employed in the
CI from the total number of employ- 2.5 2.9 3.0 3.2 3.4 3.6 3.6 4.0
ees, %

Different sectors of the creative industries demonstrate growth. In 2018, the official volume of sold products by Ukrainian
advertising agencies amounted to 27.8 billion UAH, and the export of IT services — 4.5 billion dollars. Also note the success
of Ukrainian film production and cinematography: the number of Ukrainian films that are released in theaters is growing
in recent years. According to Goskino, 35 full-length Ukrainian films were released in 2018, which collected more than 198
million UAH in the box office.

In 2019, the share of creative economy industries (arts, sports, entertainment, recreation) in GDP in the second quarter
increased by 3.8% compared to the same period of 2018. For the first time, as the Ukrainian economy is showing growth,
these figures are close to the growth rate of the economy as a whole - 4.1%. In previous periods, the lag in the growing
share of culture and the economy was more significant: in 2018, culture grew by 0.7%, while GDP grew by 3.3%; in 2017
— by 0.7% and 2.5%, respectively.

Creative industries are one of the most vulnerable areas of the Ukrainian economy during the COVID-19 pandemic. This
is due to several reasons:

1.  90% of the industry of all business entities are individual entrepreneurs. Such organizational-legal form complicates
the attraction of large volumes of investments. Currently, the main sources of funding for the creative industries are
personal funds, state and international grants, and subsidies (Ukrainian Culture Fund, Ukrainian Book Institute, State
Film Agency of Ukraine, donors, and crowdfunding). In the conditions of the pandemic, it is very hard for small and
micro enterprises to stay afloat without additional cash flow. But it has become much more difficult to get funds
because almost all representatives of creative industries need help. Therefore, in the current competition in the
Ukrainian market, only those who will not only be able to transform themselves into new realities, but also impress
potential investors with their products will survive;
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2. In Ukraine there are still low incentives for the legal registration of creative enterprises. The reasons are seen in
significant barriers for financing creative industries (lack of legislation on sponsorship and patronage, which would
provide favorable conditions for businesses that support cultural projects); - barriers for international cooperation
(insufficiently effective regulation of joint international projects in the film and music industries, uncoordinated
legislation, unattractive conditions and mechanisms to encourage international cooperation); - imperfect mechanism
of control over the implementation of legislation;

3. Therefore, the sector is characterized by a high percentage of the shadow market of around 60%. Because of this,
representatives of this industry cannot apply for assistance under government programs;

4,  The activity of many creative enterprises is associated with the holding of mass events, which need to be planned
and organized in advance. The low availability of infrastructure is accompanied by the problem of quarantine
restrictions, the constant change of which does not allow the organizers to plan events. This leads to additional losses
because the cancellation or postponement of an event costs the organizers an average of 30% of its cost.

During the first two weeks of quarantine (March 2020) sales in the creative industries decreased by 50%; during the first
month and a half of the quarantine, the budget did not receive 2.9-4.4 billion UAH of tax revenues from the cultural and
creative industries sector. Their closure led to the reduction of 50,000 jobs, which will cost the budget 0.4-1.2 billion
hryvnias of unemployment benefits.

According to the survey conducted by PPV Knowledge Networks “On the impact of COVID-19 on the cultural and creative
industries in Ukraine” (conducted from 23.03.2020 to 30.03.2020), almost 40% of entrepreneurs have lost more than 75%
of their income. As of March 2020, 38% of respondents have already lost most of their annual turnover. Another 32%
expect to lose it due to the spread of the coronavirus. 67.5% noted a decline in sales. And only about 8% said that the
quarantine had no effect on their operations. 72% consider CI to be the most vulnerable to the effects of COVID-19.

During the quarantine, 20% of respondents worked online. After the quarantine was announced, 48% were able or would
be able to get to work online. 54% said the changes in the organization would be relevant in the future.

27% would not be able to go online at all. This is a special risk group that needs immediate support. Most are from the
music industry, film industry, ticket operators, theaters, cinemas, museums, and annual festival organizers. For the most
part, they have no “financial safety” cushion. The lack of an audience and the impossibility of holding events had an
immediate negative impact on profits. So, concerts on game servers, online festivals, self-isolation clips, VR shows, and
vertical concerts are by no means a complete list of innovations in response to the ban on public events. And while from
July to November it was still possible to work in certain regions (depending on the epidemiological situation), in December
(when all mass events and mass gatherings were banned), as well as in January 2021, during the lockdown, these sub-
sectors are completely stopped [6]. Worst of all, the music industry, like cinemas, is completely confined to the Ukrainian
market and functions only at the expense of listeners/viewers or private investment. For example, the cinemas that did
not operate from mid-March to early July were the hardest hit. According to the State Statistics Service, in March-Septem-
ber 2020 tax revenues from the cinema business in the state and local budgets compared to the same period in 2019
decreased by more than half: from 104.7 million UAH to 47.6 million UAH. And the film industry (film production), muse-
ums, theaters cannot do without public funds. Although the cinema industry opened at the end of May and museums were
allowed to open earlier (in mid-May), most of them remain closed due to the lack of funds for obligatory disinfection and
protection. The worst situation is in cinemas - it is not yet known when they will be able to resume their activities [6].

Therefore, several acute problems arose in the quarantine environment. First of all, Ukrainian listeners and viewers do not
have the habit of paying for an intangible product. According to researches, only 0.88% of family expenses fall on culture.
The same figure in countries with a similar GDP to Ukraine is 2% or higher. The main reason is ignoring copyrights (illegal
use of content, non-payment of royalties to authors) [5].

But on the other hand, quarantine helps to find ways to bring the product to the audience, which work well in any
environment. For example, in the context of the crown crisis in Ukraine, crowdfunding platform Patreon is becoming
increasingly popular (you can support your favorite artist or get paid access to exclusive content. It allows performers to
fully function at the expense of donors. Therefore, its development in our country is only a matter of time Even online
concerts have become profitable, and although this type can quickly lose an audience, it has become useful for the country,
as it is a huge support for the industry under any circumstances.

Thanks to the protests of the creative industries, the state began to develop an action plan to mitigate the effects of
quarantine on the industry. Two pieces of legislation currently regulate the issue: Law of Ukraine of 16.06.2020 N2 692-
IX «On Amendments to Certain Legislative Acts of Ukraine Concerning State Support in the Sphere of Culture, Creative
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Industries, Tourism, Small and Medium-Sized Business in Connection with Restrictive Measures Related to the Spread of
Coronavirus COVID-19», Order of the Cabinet of Ministers of Ukraine of February 3, 2021 N2 84-r «On approval of the
action plan to support the sphere of culture, protection of cultural heritage, development of creative industries and tour-
ism». The amendments concern the Budget and Tax Codes of Ukraine, as well as some legislative acts of state support in
the sphere of culture, creative industries, tourism, small and medium-sized businesses.

The creative industries sector has significant potential in the context of Ukraine's economic growth. A prerequisite for the
development of Ukrainian policy at the level of global best practices (in particular, the European Union) and the develop-
ment of national creative industries is the need to overcome the key constraints on competitiveness that characterize this
sector. These are constraints that affect the ability of companies to compete in the market, communicate with their cus-
tomers, and adapt to a dynamic environment.

Table 5 assesses the key constraints on the competitiveness of enterprises in the creative industries sector.

Table 5. Matrix limitations of competitiveness of creative industries

Determinant

Content

The ability of companies to compete in the
market

Quantity and cost requirements

1. The complexity of the tax system slows down the growth of the sector and the competitiveness of
the creative goods / services produced.

2. Excessive regulation and underdeveloped online payment infrastructure hinder the development of
e-commerce.

Quality requirements

1. Unsystematized information on trends in the sector and the requirements of external markets lead
to inadequate adaptation of creative products to the needs and demands of consumers.

2. Relatively low demand in the domestic market has a negative impact on competitiveness and im-
proved product quality.

The ability of companies to communicate with
their customers

Customer contact

1. Weak marketing and global positioning of Ukrainian creative products negatively affect the recogni-
tion and recognition of the sector abroad.

2. Limited skills of enterprises in the field of marketing and product promotion prevent access to new
customers and markets.

3. Lack of membership in international sectoral organizations and associations reduces the competi-
tiveness of products in foreign markets.

4. Lack of systematic state support for the promotion of creative industries abroad limits the opportu-
nities of the sector.

5. Insufficient efforts to implement the new applicable legislation to foreign economic operations may
limit the capabilities of the sector in foreign markets.

Contact suppliers

1. Limited cooperation within the sector and individual creative industries prevents the creation of
additional added value.

2. Enterprises in the creative industries have weak links with related ones sectors (tourism, information
and communication technologies, etc.).

Communication with institutions

1. The sector is characterized by a lack of understanding of the structure of the political, legal and
economic levels.

2. Public authorities do not have reliable statistical and analytical ones sector data.
3. The trade support network does not meet the needs of enterprises.
4. Public-private dialogue is not properly established.

5. Given the dispersion of the sector, professional networks and associations are taking too few
measures to support the sector.

The ability of companies to adapt to a dy-
namic environment

Funding requirements

1. Insufficient financial support hinders the development of the sector.

2. Lack of a strategic approach to attracting investment from existing and potential investors are limited
by the possibility of diversification.

3. Imperfect rebate scheme in the audiovisual subsector does not allow companies to finance large-
scale projects.

Skills requirements

1. Chronic mismatch between the industry's required technical and professional skills and those ob-
tained in educational institutions constrain productivity labor.

2. Lack of business / management / marketing skills limits the potential of enterprises.

(continued on next page)
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Table 5. (continued)

Determinant Content

1. The institutional framework for the protection of intellectual property rights lacks consistency and
integrity.

2. The intellectual property system does not fully comply with international and European standards,
especially in the field of monitoring and law enforcement.

3. Insufficient awareness of the specifics of protection of intellectual property rights among enterprises
/ rights holders hinders the development of the sector.

Requirements for technology and innovation

4. Lack of support system for business incubators and accelerators hinders the creation of startups and
new businesses.

Source: developed by the author on the basis of [30]

Competitiveness is determined by the ability of enterprises to adapt and adequately respond to changes in the conditions
of comparison of one enterprise with others that operate in a turbulent environment.

In order to maintain a competitive position in the global market, the creative industry should take into account the above
challenges of the external environment and consider possible options for responding to their emergence in their business
models.

The formation of operational and tactical activities of the creative industry in the paradigm of the matrix "consumers." Is
the key to achieving the key goal - the formation of competitive advantages in the global market of creative industries by
building national ideas,

Despite all attempts to get out of the difficult situation, both the Minister of Culture and representatives of the creative
sector agree that the creative industries in the near future will be helped not only by the full resumption of work but also
by the huge amount of investments. They are needed not only for the huge number of start-ups in the CI sector but also
to get everyone else back on track. After all, the level of development of the creative industries is directly related to the
country's economic development. If there are growth tendencies in the country's economy, the financial support of culture
by investments of citizens and private business will grow (it will become prestigious to invest in culture). However, the
processes of deregulation and liberalization of the economy - when simplification of customs and administrative proce-
dures, a clear system of taxation, absence of corruption, and pressure will act as incentives for the development of business
and culture - will remain decisive in this mutually profitable growth.

The difficulty of planning the activities of creative industries, including their competitiveness, is the inability to accurately
plan the demand for products, because most of all industries depend on the tastes and preferences of consumers. And
given that the Ukrainian economy is an example of a developing economy, the key factors in ensuring the competitiveness
of creative industries will be partial coverage of labor costs by the state; financing of the activities of creative industries
through grants; development of programs to reduce tax contributions; development of anti-crisis programs for companies
that cannot work online; reduction of rent for commercial real estate for the quarantine period.

CONCLUSIONS

Over the past few decades, the global economy has been confronted with new challenges and problems related to
knowledge, technology, and imagination, which are united by the single term “creativity”. Creativity is facilitated by the
exchange of information, experience, skills, and ideas. It is an important element of the creative industries of the new
economy, which can help to compete internationally. Economic development and creativity cannot be seen as opposing
forces, one of which is change and the other is tradition, but rather they should be formulated as parts of the same cycle
of continuous favorable transformation, with an emphasis on the reverse effects and interdependencies in a holistic system
of development. This is the main reason why scholars and politicians pay so much attention to the development of the
creative sector.

Creative industries, which include a wide range of sub-sectors and areas, are a dynamic sector of national economies,
including the Ukrainian economy with high rates of development. Unfortunately, Ukraine's creative sector currently has
little influence on the market, given its low share in both GDP and employment. The importance of national creative
industries in terms of exports and imports is an indicator of economic trends in the country, so the issue of improving their
competitiveness should be considered and addressed at the political level. One such trend is Ukraine's transformation into
a creative economy. The country possesses talented people and creativity, cultural heritage, growing demand for creative
content, and technological advances. These advantages can help Ukraine benefit creatively, culturally, economically, and
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socially. The results of the study show that more support is needed for the creative industries to strengthen their involve-
ment in the innovation system of the economy and the value-added system.

The modern market economy requires a systematic approach, taking into account possible risks, a critical attitude to the
turbulent information space, flexibility, and creativity in finding non-standard solutions that can save the world. In view of
the potential of the creative industries, setting them as a priority direction of strategic development will allow Ukraine to
ensure an appropriate level of competitiveness in the world arena and reduce the gap with the leading countries of global
economic development. First of all, changes will be needed in such spheres as rule-making activity (to fix the important
role of culture and creativity in the country's development; to form a sustainable development plan on all levels of gov-
ernment), infrastructure and financing (to support the development of necessary infrastructure and creative hubs), skills,
knowledge and markets (to encourage the development of creativity and entrepreneurial skills in the education system),
international relations and cooperation. Overtime by developing each of these areas it will be possible to bring the creative
industries in Ukraine to a higher level.

Being one of the main goals for the Ukrainian economy, the creative sector can serve as a role model development of
entrepreneurship with maximum use of the human factor. In this regard, there is an urgent need to critically understand
creative work and examine its status in Ukrainian society. An awareness-raising campaign should begin with the study,
development, and implementation of new educational programs to professionalize the new sector and stabilize career
trajectories. In order to make informed decisions, it makes sense to examine the role of the creative class in the national
social system.

Due to the growing economic importance of the creative industries for Ukraine a significant improvement in national
statistics is needed to clarify the theoretical aspects and to obtain the necessary empirical information. The current National
Statistical System does not provide the necessary data. For this reason, there are complications that slow down the process
of analysis and forecasting in this field. To improve the national statistical system, key aspects, including a coherent system
of indicators and data collection (state and local revenues from the creative sector, employment rates, political and insti-
tutional framework, diversity of media content, etc.) for the main creative industries in line with international standards
should be considered. A standardized statistical database of the creative industries will help strategically develop this sector
in cooperation between government, local authorities, private businesses, individuals, and foreign partners.
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lpockypita M., Xnuctyr O., puropyyk T., Kpyrna O., Kapimos B.

NNAHYBAHHS AISNIbHOCTI CYB'EKTA KPEATUBHUX IHAYCTPIN ANA 3ABE3NEYEHHSA
MOro KOHKYPEHTOCNPOMOXXHOCTI B YMOBAX TYPBY/IEHTHOIO CEPE[JOBULLA

CyyacHa dopMa rnobanisauii BU3Ha4a€E HOBY MAOLLMHY, Y AKiA KyNbTYPHI NPaAKTUKM B3aEMOAIOTb i3 iHHOBaLisiMK B rnoba-
JIbHOMY MacLTabi, (opMytouM TakUuM YMHOM HOBMIN CEKTOP EKOHOMIKM — KpeaTUBHI iHAYCTpii. BOHM OXOMN/OI0Tb EKOHOMIYHY
AiSNbHICTb, MOB'A3aHy 3 OTPUMAHHAM, BUKOPUCTAHHAM, NEPEeTBOPEHHSM, PO3MOBCIOMKEHHSM Ta KoMepuianizauieto iHdop-
MaLjii Ta 3HaHb, IO MalOTb 3HAYHWI EKOHOMIYHWIA | couianbHMIM BNAMB (HanpuKiaz, CTUMYJIIOBaHHS CTasioro po3BUTKY Ta
CTBOPEHHS iHKI03MBHUX PoBoumx Miclb). OTe, KpeaTUBHI IHAYCTPil NEPETBOPIOIOTLCS Ha CTabini3ylounii ENEMEHT KOHKY-
PEHTOCMPOMOXHOCTI KpaiHu. MeTolo poboTH € BU3HAUYEHHS 0COBMMBOCTEN MAHYBaHHS AiNIbHOCTI CY6'eKTIiB KpeaTUBHUX
iHAYCTpI B yMOBax TypOyNEHTHOCTI Cy4acHOro eKOHOMIYHOrO CepefoByLLa Ta BUAINIEHHS! NMEPCreKTUB NOCUNEHHS IXHLOT
KOHKYPEHTOCNPOMOXHOCTI. MeToA010risa LUbOoro AOCNIMKEHHS BUMarae AOCNIAHNLBKUX MPAKTUK, SKi Y3roaKyloTbCcs 3 rne-
PETUHOM KpeaTMBHOI EKOHOMiKM, MDKHapOAHMX BIAHOCMH, MakpoaHanisy Ta reorpadii. BoHa 3acHoBaHa Ha BWBYEHHI
BMNJIVBY KPEaTMBHOMO CEKTOPa Ha CoLia/ibHO-EKOHOMIYHE cepeoBuLLe B YKpaiHi.

Pe3ynbTaTv LOCNIMKEHHS MOKAa3yloTh, WO HEobXifHa MOTY)XHa NIATPUMKA KPeaTUBHWX iHAYCTPIN ANs NOCUNEHHs 3any-
YeHHS iX Y CMCTEMY HaLioOHanbHOro rocnoapioBaHHs Ta NPOLEC LifiecnpsiMOBaHOro CTBOPEHHS A0AaHOI BapTOCTi. Y 3B'A3Ky
3 UMM iCHY€E rocTpa HeobXiaHICTb Y KPUTUYHOMY OCMUCTIEHHI TBOPYOI Npaui Ta BUBYEHHI ii posi B YKpaiHCbKOMY CyCrinbCTBi,
a TaKOX BM3HAYeHHi ii opraHisauiiiHoi cTpykTypu. MigBuLLeHHS 06i3HAHOCTI Crig po3mnoYaTh 3 BUMBYEHHS, PO3PO6KM Ta
BMPOBaPKEHHS HOBMX OCBITHIX Mporpam Ansi npodecioHanisauii HOBOro cekTopy Ta cTabinisauii kap'epHux TpaekTopin. [ns
TOro o6 npuitMaT 0BIPYHTOBAHI pillleHHsI, HEOBXiAHO BMBUMTK POSib KPEATMBHOIO Knacy B HaLiOHanbHii couianbHin
CUCTEMI.

MepcnekTBM NoAanbLIMX AOCTIAKEHb NONSAraOTh B OLiHLI eeKTUBHOCTI KpeaTUBHMX iHAYCTPIl YKpaiHM Ta iX NOPIBHSHHI
3 NpOBIAHMMK KpaiHaMK €BpONK.
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