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Changing geography of the creative economy in Hungary at the
beginning of the 21% century

Tamas EGEDY?, ZortiAn KOVACS? and Barizs SZABO!

Abstract

The Hungarian economy has gone through rapid transformation and modernization since the political changes
of 1989/90. One of the signs of successful economic restructuring and re-integration to the world economy
was the growing role of creative economy. In the present paper we analyse the changing geographical pat-
tern of creative economy in Hungary, based on longitudinal statistical data. Our findings suggest growing
core-periphery relations in the spatial pattern of creative economy, especially since the recent financial crisis.
The relative weight of Budapest and its urban region has been continuously growing and even major regional
centres are unable to keep pace with the Hungarian capital. We also found that cities in the Hungarian urban
system became highly differentiated according to their attractiveness for creative firms and labour, and there
is a growing competition among secondary cities for knowledge based and creative activities. The growing
geographical concentration of the creative economy (especially the knowledge intensive industries) is partly

the result of previous neoliberal regional and urban policies.
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Introduction

The post-industrial revolution, which can
also be labelled as the revolution of informa-
tion, signalled the beginning of a new era cre-
ating new socio-economic order in the world,
where the notion of competitiveness has been
completely re-evaluated. As a growing body
of literature demonstrates the economic com-
petitiveness of regions and countries increas-
ingly depends on those branches where the
added value is based upon knowledge and
creativity. According to Kao, J. (1996) we are
in the age of creativity, where economic and
social development increasingly depends on
creative thinking.

International experience shows that in
economic competition — along with informa-
tion and its flow — a growing role is played
by creativity (and particularly by culture),

invention and innovation (Harr, P. 1998;
Lamsooy, J.G. 1998). The importance of
creativity, knowledge and innovation has
never seemed as decisive as in the early 21
century. Regarding the future development
of the European metropolitan regions the
emphasis is more and more on the question
how these city-regions will be able to attract
and integrate firms from the sphere of the
creative economy and its labour in the future
(GLAESER, E.L. 2005).

Since the 1990s, the importance of geograph-
ical location has enjoyed a revival in economic-
geographical theories. We should speak of new
types of agglomeration economies in the cur-
rent “post-industrial” or “post-Fordist’ era. Only
metropolitan regions that are creative enough
will survive global competition (TorNQVIST,
G. 1983; AnDERSsoN, A. 1985; Hary, P. 1998).
PuEeLPs, N.A. and Ozawa, T. (2003) have high-
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lighted the main shifts in agglomeration factors
from the late industrial to the post-industrial
or post-Fordist era (e.g. shift from town-with-
suburbs to the global city-region, from hierar-
chically organised monocentric structures to
polycentric structures, from manufacturing to
services etc.). It is not surprising, therefore, that
scientific, economic and political interest in cre-
ative economy has significantly grown since
the beginning of the new millennium (DCMS
1998; MusTERD, S. et al. 2007; Howkins, J. 2013).

As a consequence of the shift from the
Fordist production system to the post-Fordist
economy metropolitan regions have acquired
an ever growing importance and became cen-
tres of economic and social development of
countries and regions. Big cities and metro-
politan regions play a prominent role; in ad-
dition, due to their size and population num-
ber, they represent a considerable material,
spiritual and intellectual “mass” (MALEcki,
E.J. 1987). Nowadays, the creative economy
is increasingly concentrated in large cities
and metropolitan regions. Cities with strong
creative sectors — especially new-economy
industries, such as high technology produc-
tion, business and financial services, media
and cultural-products industries, and neo-ar-
tisanal manufacturing — are in the vanguard
of this trend (Scort, A.J. 2004). With inte-
grated global markets and the advent of new
technologies there has been a search for new
sources of competitive advantage (LANDRY,
C. and BiancHing, F.F. 1995; Lanpry, C. 2000;
RanTisi, N.M. et al. 2006).

As an acknowledgement of the global
trends a row of policy measures aimed at
developing the creative economy have been
formulated and implemented at the EU level
in the last three decades. Among them the
European Capitals of Culture (ECOC) initia-
tive launched in 1985 should be mentioned,
or the MEDIA programme between 1990 and
2013 aimed at supporting the audiovisual in-
dustry, but we can also refer to the Culture
2000 programme between 2000 and 2006,
and its continuation the Culture programme
(2007-2013), or the current Creative Europe
framework programme (2014-2020), which

is an overarching cultural policy of the EU
(ScHLESINGER, P. 2018). Countries of East
Central Europe joined these programmes
after their accession to the EU in 2004 (and
2007), in addition, the socio-economic and
territorial aspects of creative economy be-
came one of the focal points of the EU re-
search programmes (FP6, FP7) in which
post-socialist countries also actively partici-
pated. Subsequently, scientific publications
applying the concept of creative cities have
gradually increased in East Central Europe.
Analysing the growing body of litera-
ture focusing on creative economy in East
Central Europe we can define three main
strands of publications. Firstly, interna-
tional comparative research projects yielded
a lot of insights about the state-of-the-art
of the creative economy in the region, e.g.
SAGVARI, B. and Desewrry, T. 2006; MUSTERD,
S. and Murig, A. 2010; LazzererTs, L. 2012;
Musterp, S. and KovAcs, Z. 2013; CHAPAIN,
C. and Stryjakiewicz, T. 2017. Secondly,
country-based statistical analyses focus-
ing on the macroeconomic position and
regional pattern of creative economy have
been mushrooming, e.g. Murovec, N. and
Kavas, D. (2012b) in Slovenia, Stach, O.
et al. (2013) in Czechia, ViTALIS0V4, K.
et al. (2013) in Slovakia, Kasrrzak, R. (2015)
and RataLewska, M. (2016) in Poland, and
Toma, S-G. et al. (2018) in Romania. The
third group of papers deals with the spatial
characteristics of creative economy in cities
and metropolitan regions, e.g. Kovacs, Z.
et al. (2007), Ecepy, T. and Kovacs, Z. (2009)
and LenGYEL, B. and SAgvAri, B. (2011) in
Hungary, BEDNAR, P. and GRrEBENiCEK, P.
(2012) in Czechia, Murovec, N. and Kavas,
D. (2012a) in Slovenia, Stryjakiewicz, T.
and MgczyXski, M. (2010) and Namysrak, B.
(2014) in Poland, PeTrikova, K. et al. (2015)
and BacurAkov4, K. (2018) in Slovakia.
With this paper we would like to con-
tribute to the second and third groups of
papers. The main aim of this article is to
analyse the changing geographical pattern
of creative economy in Hungary, based on
longitudinal statistical data. Using statistics
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regarding the number of creative firms and
employees, as well as revenues, the main
temporal and spatial development trends of
the creative economy in Hungary, as well as
the restructuring processes within the sector
will be highlighted. In the context of terri-
torial shifts, we will also concentrate on the
distribution of the creative and knowledge
intensive sectors within the urban system.

Theoretical background
The creative economy

To date there is no universally accepted
definition for creative economy, and there
is no consensus among researchers which
activities belong to the creative economy
(CunNINGHAM, S. 2002). The Department for
Digital, Culture, Media & Sport (DCMS) of
the UK government defines those activities
as part of the creative economy which are
based on personal creativity, knowledge
and talent and which create jobs and value
added through the generation and utiliza-
tion of intellectual property (DCMS 2001, 4.).
According to Howkins, J. (2013) economics
of creativity deals predominantly with two
value systems: one is based in the physical
product, the tangible value, another one is
based on intellectual property, which is in-
tangible. UNCTAD (2008, 15) defined the
creative economy as an evolving concept
based on creative assets potentially gener-
ating economic growth and development
that can foster income-generation, job crea-
tion and export earnings while promoting
social inclusion, cultural diversity and hu-
man development. The creative economy
embraces economic, cultural and social as-
pects interacting with technology, intellec-
tual property and tourism objectives. It is a
set of knowledge-based economic activities
with a development dimension and cross-
cutting linkages at macro and micro levels
to the overall economy.

Based on our previous research experi-
ences we classify creative activities into two

groups: creative industries and knowledge
intensive industries (MusTeRD, S. ef al. 2007).
The group of creative industries is very di-
verse. The ‘hard core’ of these creative in-
dustries is often labelled ‘cultural industries’.
THrosBsy, D. (2001) distinguishes the cultural
industries more or less synonymous with the
creative arts. He ranges them in a hierarchy
ranked on “pure’ creativity: at the centre are
the ‘arts’” and (core creative arts like litera-
ture, music, performing arts or visual arts,
and other core cultural industries), on the
outside more ‘applied” creative skills (wider
cultural industries and related industries).
ScotT, A.J. (2004) suggests calling the sector
cultural commodity production and within
cultural-product industries two categories
should be distinguished: firstly, service out-
puts that focus on entertainment, edification,
and information and secondly, manufac-
tured products through which consumers
construct distinctive forms of individuality,
self-affirmation, and social display. Symbolic
value and function appear as a characteristic
feature of these industries.

Cultural industries can have intensive links
with several other creative economic branch-
es, as well as with creative departments of
various production activities. The wide array
of creative activities developed around the
cultural industries is most often called ‘crea-
tive industries’. According to the UNCTAD
(2008, 11) creative industries engage with the
cycles of creation, production and distribu-
tion of goods and services that use creativ-
ity and intellectual capital as primary in-
puts. They are at the cross-road among the
artisan, services and industrial sectors and
constitute a new dynamic sector in world
trade. Creative industries focus on, but they
are not limited to arts, potentially generating
revenues from trade and intellectual property
rights and they constitute a set of knowledge-
based activities as well. Creative industries
comprise tangible products and intangible
intellectual or artistic services with creative
content, economic value and market objec-
tives. A large share of these creative indus-
tries is highly interrelated with knowledge
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intensive activities. Therefore, the circle of
creative industries can be extended by cer-
tain knowledge intensive industries while
defining the creative economy. Knowledge
intensive industries should be considered as
part of the creative economy not only because
they demand highly qualified labour and
partly overlap with creative industries but
also because some creative industries highly
depend on knowledge intensive activities
(Broeker, T. and Boscama, R. 2016).

The creative class

The rise of the creative economy has also
brought about societal changes in urban ag-
glomerations. Within urban societies a new
stratum the so-called “creative class’ has been
gradually formed which according to some
commentators highly influence the economic
performance and competitiveness of cities
and their regions (FLoriDA, R. 2002). Accord-
ing to FLoriDA, R. (2002) the competitiveness
of city-regions increasingly depends on the
size of the creative class and how cities are
able to attract creative people. Analysing the
role of creativity in economic development
and urban and regional success FLorIDA
came to the conclusion that Talent, Technol-
ogy and Tolerance (3Ts) are important con-
ditions (FLoripa, R. 2002). In his famous 3T
model he argued that growth is powered by
creative people (Talent), who prefer places
that are culturally diverse and open to new
ideas (Tolerant), and the concentration of
‘cultural capital” wedded to new products
(Technology). All these result in ‘business
formation, job generation and economic
growth’. FLorIDpA claims that we are enter-
ing the ‘creative age’, in which people with
original ideas of all sorts will play a central
role. According to FLoripa, R. (2002) “The
creative class is comprised of a ‘super crea-
tive core’, which consists of a new class of sci-
entists and engineers, university professors,
poets, actors, novelists, entertainers, artists,
architects and designers, cultural worthies,
think-tank researchers, analysts and opinion

formers, whose economic function is to cre-
ate new ideas, new technology, and/or new
creative content”. Beyond this core group,
the creative class also includes a wider circle
of talent working in knowledge intensive in-
dustries (MEUSBURGER, P. 2015).

In the growing body of literature on crea-
tive economy there has been increasing
criticism on FLORIDA's creative class theory.
According to KrATKE, S. (2010), even if we
admit that creative class has been identified
correctly, the mixing of different groups
defined by FLorIDA cannot be interpreted
and examined under a hat, because only
the “scientifically and technologically crea-
tive” workers had an impact on the local
economy and, thus, on the regional GDP.
Hauwr, P. (2004) pointed out that developing
a creative and innovative city is a long and
slow process. According to STorRPER, M. and
ManviLLE, M. (2006), not the skills and crea-
tivity, but the companies and the agglomera-
tion economies are the engines of growth.
From the point of view of urban develop-
ment, some authors criticized FLoripa for
supporting only the promotion of a “trendy”
neighbourhood, which can negatively affect
the original population living there for a long
time (Peck, J. 2005), or even supporting ur-
ban transformations that favour higher status
people instead of the majority (Pratt, A.C.
2008). This is also confirmed by the view
that FLoripA basically supports a hard city
image building with a kind of soft edge by
encouraging the creation of a consumption-
oriented cultural milieu (Pratt, A.C. 2011).
MARTIN-BRELOT, H. et al. (2009) emphasize
that the geographical context of FLoRIDA's
theory is obviously weak. FLoriDA’s theory
does not take into account the human and
personal trajectories and networks as well,
that creative professionals may also associate
with other people and also places where they
had previously lived and worked (GAxova,
Z. and DijksTrA, L. 2014).

While FLoripa puts the emphasis on the
attraction of creative people as the secret of
economic success, European policies on the
creative economy consider the attraction of
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creative firms more important. Empirical re-
sults of a European research project carried
out between 2006 and 2010 ("Accommodating
Creative Knowledge — Competitiveness of
European Metropolitan Regions within the
Enlarged Union” — ACRE) confirmed that
the spatial mobility and settlement of the
European creative class is not so much in-
fluenced by soft factors — as advocated by
Froripa — but rather by personal trajectories
and hard factors (e.g. wage level). Soft fac-
tors play — as opposed to FLorIDA’s concept
—a subordinated role. They are more impor-
tant, however, in understanding how crea-
tive people become attached to a place. Not
surprisingly, in the European development
pattern of creative economy place, pathway
(historical development of an urban region)
and personal networks (place attachment and
social networks), thus a 3P model, has lot
more relevance than FrLoripa’s 3T model
(MusTEeRD, S. and Murig, A. 2010; Boross, L.
et al. 2016; PAtay, A. 2017).

The urban bias of creative activities

According to Costa, P. et al. (2007) there
are five main factors that have contributed
to the growing interests towards creativity
and its impacts on urban development: a)
the idea of the “creative city’ developed by
Lanbry, C. (2000), Havrr, P. (2004) and others;
b) the notion of ‘Creative Europe’ by inter-
national research institutions as well as the
“Creative Cities Network” of the UNESCO;
c) FLoriDA’s concept on “creative class’; d)
the growing importance of the ’creative in-
dustries” within economic analysis (Caves,
R. 2002), and e) the valorization of ‘creation
and creativity’ in the field of artistic activities
analysis in the mainstream body of literature
(TrrOSBY, D. 2001). As a consequence of these
ideas and concepts the territorial develop-
ment and spatial embeddedness of creative
economy came into the forefront of academic
research over the last two decades.

As Pratt, A.C. and Hutron, T.A. (2012)
pointed out one of the main characteristics of

creative economy is its urban bias, especially
in its higher value added sectors. Canadian
examples demonstrate that highly urbanized
areas are attractive locations not only for the
creative industries, but also for cultural in-
dustries and specialised labour. This aspect
of creative activities has been supported
by large number of studies. Power, D. and
Niersen, T. (2010) also emphasized this dis-
tinctive urban focus of the creative economy.
The relationships between the concentration
of creative industries and urban primacy
benefit to cities, but at the same time sharpen
interregional employment and income dis-
parities. Very often major cities stand out as
strongholds of the creative economy within
their wider hinterland. In fact, this phenom-
enon drew the attention to the role of urban
hierarchy in the investigation of creative
economy, since metropolitan regions seem
to be not only echelons of urban hierarchy
in terms of population and employment, but
also have a disproportionately larger share
of creative and knowledge-based industries.

LorenzeN, M. and AnbpeRseN, K.V. (2009)
investigated altogether 444 cities in eight
European countries in order to provide
knowledge on the relationship of urban hi-
erarchy and the presence of creative class,
and compared it to the size distribution of
the overall population across European cit-
ies. Based on data collected in 2003 and 2007
authors pointed out that even if the presence
of the European creative class correlates with
the European total population, its distribu-
tion constitutes a population hierarchy which
differs from the urban hierarchy. Both distri-
butions follow the rank-size rule, but the cre-
ative class’s distribution has a steeper overall
slope (i.e. with the size and rank of the city,
the size of the creative class grows more rap-
idly than the city’s population). Their results
confirmed that the slope across the rank-size
distribution is shallower towards the settle-
ments on the lower levels of the hierarchy
(i.e. the tail end of the distribution) for the
creative class than for the total population.
This result also implies that city-size mat-
ters and the creative class is less attracted
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by smaller cities. Exploiting the theoretical
foundations of CHRISTALLER'S (1933) central
place model, Loscr’s (1940) theory on ur-
ban hierarchies and centrality, Z1pr’s (1949)
rank-size rule and FLoripa’s (2002) surveys
on the creative class, authors found, that
there is a good correlation between the size
of the general population and the presence
of the creative class in European cities, but
due to relative diseconomies the tendency
of cities to drop off steeply at the tail end is
more profound for the creative class than for
the general population (LorenzEN, M. and
ANDERSEN, K.V. 2009; Lang, T. 2015).

Thus, creative urban hierarchy is distinc-
tive from the general population hierarchy
in a fundamental way: the rank-size distribu-
tion of the creative class indicates a greater
proportionate growth than that of the wider
population. This can be explained, on the
one hand, by the specialized consumption
demand of the creative class (first of all bohe-
mians have special preferences for consum-
ing services than the rest of the creative class
and this group is the first to shy away from
cities with growing diseconomies and poor
services), and on the other hand, by the spe-
cialized job preferences of the creative class
(the presence of the creative class correlates
very highly with the presence of high-tech-
nology workplaces).

Similar phenomenon can be observed in
the countries of East Central Europe, and in
this respect there is no significant difference
between the Western and Eastern half of
Europe. Using employment statistics SLach,
O. et al. (2013) found that the concentration
of the employees in creative and cultural in-
dustries is very high in Czechia, 40 per cent
of the creative class live in Prague and its
agglomeration, and the role of secondary
cities is very much subordinated (e.g. Brno
- 9%, Ostrava — 3%). Thus, location patterns
of the creative economy highly correspond
to the hierarchy of the urban system in the
Czech Republic. This is similar to other
Western European countries e.g. Madrid
and Barcelona concentrate 45 per cent of
the Spanish, Milan and Rome 35 per cent

of the Italian creative labour. Similar trend
was pointed out by PinTiLIL R. ef al. (2017)
in Romania where the weight of Bucharest
significantly increased in the creative econ-
omy after the global financial crisis, and in
2012 49 per cent of the creative employees of
the country lived in the capital city and its
surroundings. Authors also pointed out the
growing dynamism of the periurban zone
(suburbs) where properties are significantly
cheaper than in the city proper. In the present
theme issue Kozina, K. and Botg, D. (2018)
also clearly demonstrate the correlation be-
tween the position of a city in urban hierar-
chy and the weight of creative economy on
the example of Slovenia. Thus, irrespective
of the legacies of state-socialism the urban
geography of the creative economy follows
basically similar patterns in the Eastern and
Western parts of Europe.

Considering the theoretical foundations of
the paper, the main research questions of this
study are as follows:

What are the most important temporal and
territorial features of the development of the
creative economy in Hungary?

Does a creative urban hierarchy exist in
Hungary and how can its geographical fea-
ture be characterized?

What is the role of the Budapest Metropolitan
Region in the creative economy of the coun-
try and is there any sign of a polycentric de-
velopment in the spatial transformation of
Hungarian creative economy?

How did the global economic crisis affect
the development of the creative economies
in Hungary, and what were the main geo-
graphical consequences of the crisis?

Research methods

First, on the basis of the international litera-
ture (see MusTERD, S. ef al. 2007) we defined
those economic activities and occupations
that can be classified as part of the creative
economy (Table 1). For the identification of
creative economy, the international NACE
codes were used, which are predominantly
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identical with the TEAOR’08 codes applied
by the Hungarian Central Statistical Office
(HCSO). Data on the number of enterprises
(divided by companies, sole proprietors,
and government institutions), their number
of employees and annual revenues (in 1,000
EUR) were supplied by HCSO. This set of
standardised data was available in a cleaned
and structured format for 1999, 2004, 2007,
2011 and 2015. Based on these datasets sta-
tistical analyses were carried out in order to
detect the temporal and spatial development
of creative economy in Hungary.

Due to the proliferation of research results
the definition of creative economy has cristal-
ised and become more unambiguous in the

last decade. Even though ACRE project de-
fined creative economy somewhat broader,
for the sake of longitudinal analysis and the
comparability of our data sets we apply in
this article the traditional ACRE classification
of economic activities.

In the first phase of analyses we investi-
gated the weight of creative economy and
its different sectors at the national level,
since the competitiveness of cities largely
depends on the share of creative economy
(RECHNTTZER, J. and LENGYEL, . 2000) and the
production of knowledge is highly uneven
within the Hungarian urban network (Nacy,
E. and Nagy, G. 2010). In the second phase
of analyses we investigated the weight of

Table 1. Subdivision of creative economy defined by the ACRE consortium

Sectors

2-4-digit TEAOR'08 (NACE) codes

Main branches

Creative industries

Architecture; Advertising; Publishing;
Motion pictures, video, radio and tel-
evision activities; Software consultancy

13, 14, 15, 581, 182, 4751, 4753, 4754, 4759, | and supply; News agency activities;
4761, 4762, 4763, 474, 4771, 4772, 4778, 4779, | Entertainment and recreational ac-
6201, 5829, 711, 731, 742, 8211, 8220, 8299, 741, | tivities; Manufacture of textiles, wearing
591, 60, 592, 900, 920, 932, 6391

apparel, luggage, handbags, saddler,
harness and footwear; Tanning and
dressing of leather; Retail sale of new
and second hand good.

ICT

Telecommunications; Computer related
activities; Hardware consultancy; Data
processing and database activities;
Manufacture of office machinery and

262, 2823, 261, 263, 264, | computers, insulated wire and cable,
273, 332, 61, 62, 631, 951

television and radio, telephony and
line telegraphy, video recording or
reproducing; Maintenance and repair
of office, accounting and computing
machinery.

Knowledge

intensive industries | Finances 64, 65, 66

Financial intermediation; Insurance and
pension funding; Activities auxiliary to
financial intermediation.

Law and business | 69, 70, 78, 80, 712, 732

Legal, accounting, book-keeping and
auditing activities, market research;
Technical testing and analysis; Labour
recruitment and provision of personnel;
Investigation and security activities.

R&D and higher

education 72,8542

Research and development; Research
and experimental development on natu-
ral and social sciences, engineering and
humanities; Higher education.

Source: KovAcs, Z. et al. 2007.
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creative economy at the local (settlement)
level. In this case the subject of investiga-
tion was Hungary’s approximately 3,200
settlements which were devided into five
groups according to their size (Budapest,
cities above 100 thousand, between 50 and
100 thousand, between 20 and 50 thousand
and settlements below 20 thousand inhabit-
ants). In the third phase of analyses, cities
above 20 thousand inhabitants and Budapest
(altogether 61 geographical units) were ex-
amined more thoroughly in order to grasp
socio-economic aspects of the development
of creative economy.

On the one hand, we compared the chang-
es in the number of creative employees and
total employment between 1999 and 2015
(see results in Figure 4). On the other hand,
we elaborated and applied simple rank-order
analysis to explore the correlation between
the socio-economic profile and the perfor-
mance of creative ecnomy in the Hungarian
cities above 20 thousand inhabitants. First,
indicators for the socio-economic and crea-
tive performance of cities have been selected.
For charterizing the socio-economic perfor-
mance of a city, on the one hand, economic
indicators such as the ratio of enterprises in
industry, building industry and mining in
2015 (reflecting the diversity of local econo-
my in a negative sense), the number of joint
ventures per 1,000 inhabitants in 2015 (entre-
preneurial activity), the volume of industrial
tax-income in 2013 (business output), and on
the other hand social indicators such as pop-
ulation change between 2011 and 2015 (rep-
resenting population dynamics), the share of
university graduates in 2011 (skill level), and
the level of unemployment in 2015 (economic
activity) have been choosen.

With regard to performance of the crea-
tive economy the share of creative compa-
nies within the local economy, the share of
employees of creative companies within the
total number of local employees, and share
of annual revenues of creative firms within
the total revenues of local firms (each in-
dicator for 2015) have been applied. In the
next phase of analysis, the 61 investigated

cities were ordered in each indicators in a
reversed rank-order where better positions
meant higher rank values. The final aggre-
gated values for both the socio-economic and
crative performance have been created by the
arithmetic means of the rank-order positions.
Thus, cities with highest rank values had the
best socio-economic and creative economic
performance (see results in Figure 5).

The creative economy in Hungary

The role of creative and knowledge intensive
industries in the light of statistics

According to the registry of the Hungarian
Central Statistical Office (HCSO) there were
222 thousand active economic organizations
in the country operating in the field of the
creative economy at the end of 2015, which
made up 32.5 per cent of all active economic
organizations registered in Hungary. Firms
belonging to the creative economy provided
jobs for 845 thousand employees, 22.2 per
cent of all employees in the country. The total
amount of revenues generated by the sector
was 59.5 billion EUR in 2015.

The weight of the creative economy grew
in Hungary until the world financial crisis
of 2008 when the growth terminated and
the number of firms (and to a lesser extent
the number of employees and the amount of
revenues) sharply decreased (Figure 1). The
drop hit most seriously the creative branches,
while the knowledge intensive sector was

Enterprises

Employees Revenues

[ 1999 [ 2004 [ 2007 [ 2011 [ 2015

Fig. 1. The share of creative economy in Hungary
(1999-2015, in %). Source: HCSO, National Accounts
1999-2015.
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less affected. Between 2007 and 2011 approxi-
mately 45 thousand creative firms stopped
operating, and the number of employees
in creative industries decreased by ca. 130
thousand out of which 40 thousand were sole
traders (self-employed). The crisis hit most
hard some parts of business services (e.g.
graphic design, potography, call-center activ-
ities) software consultancy and retailing (e.g.
specilised and second-hand goods). A similar
decline in the knowledge intensive sector of
the creative economy was not experienced
during the economic crisis: the number of
firms and their output slowly grew. Between
2011 and 2015, even though the amount of
revenues decreased there was a gradual re-
generation in the creative industries and in
the whole creative economy as well.

Analysing the internal structure of creative
economy, it can be noted that the share of firms
in the creative industry category accounted for
48 per cent of the creative economy in 2015, with
106 thousand active economic organizations
(Table 2). However, at the same time the ratio
of creative industries was only 37.8 per cent
among the employees and 31.4 per cent regard-
ing the total revenues of the creative economy.
This clearly indicates that firms of the creative
industries are smaller, employing fewer people
and generating less revenue than the average
of the creative economy.

Looking at the share of the knowledge in-
tensive industries, we find substantial differ-
ences among the different sub-sectors. Even
though the ICT sector comprises only 9.1 per
cent of the firms and 15.8 per cent of the em-

ployees of the creative economy, it produces
33 per cent of its total turnover. Companies
in international finances have above average
revenues whereas those in law and businesses
are below. Economic organizations classified
as R&D and higher education are generally
bigger with low relative revenue figures. This
clearly indicates the dominance of state owned
(financed) institutions in the field (e.g. univer-
sities, research institutes) providing jobs for 71
per cent of the employees in the sub-sector (see
also SzaxkALNE-Kano, L. ef al. 2017).

Between 1999 and 2015 there was a sub-
stantial shift within the creative economy
reflecting the trend of professionalization
and the knowledge-based modernization
of the economy. National policies after 2000
clearly supported the development of the
knowledge intensive sector, therefore, it is
no surprising that the share of knowledge
intensive industries increased within the
creative economy regarding the number of
firms, employees and business turnover as
well. At the same time the relative share of
creative industries decreased (Table 3). As
international comparative research gave
evidence, knowledge intensive industries
had similar or even higher shares in the
economy in East Central European countries
than in Western Europe (Musterp, M. and
Murig, A. 2010, 12). However, not all sub-
sectors of the knowledge intensive industries
grew at the same pace. Data reflect the above
average dynamism of law and business ser-
vices after the financial crisis. Consequently,
the weight of professionals providing busi-

Table 2. The composition of creative economy in Hungary, 2015

Industri d Enterprises Employees Revenues
ndustries and economy Number % Person % 1,000 EUR %
Creative industries (A) 106,863 48.2 319,807 37.8 18,643,448 31.4
Knowledge intensive industries (B) 114,772 51.8 525,435 62.2 40,819,850 68.6
Infocommunication (ICT) 20,116 9.1 133,226 15.8 19,647,667 33.0
Finances 20,680 9.3 87,346 10.3 11,398,508 19.2
Law and business services 68,659 31.0 235,667 27.9 8,995,731 15.1
R&D, Higher education 5,317 2.4 69,196 8.2 777,945 1.3
Creative economy (A + B) 221,635 100.0 845,242 100.0 59,463,298 100.0
Economy total 681,922 - 3,815,891 - 299,561,016 -

Source: HCSO National Accounts, 2015.



284

Egedy, T. et al. Hungarian Geographical Bulletin 67 (2018) (3) 275-291.

Table 3. Changes of the composition of creative economy in Hungary, 1999-2015
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ness and legal services but playing limited
roles in technological development and inno-
vation, the so-called ‘dealer class’ (according
to KrATkE, S. 2010) increased. The outcome
of austerity programmes launched to re-
duce public expenditure is also obvious, the
weight of R&D and higher education stag-
nated over the last decade.

The creative economy in the Hungarian urban
system

The creative economy has a hierarchically
structured pattern in national urban systems,
where the weight of the creative economy
normally increases with city size. As it was
documented in the literature, the locational
decisions of creative firms tend to favour
larger urban agglomerations (LorENzEN, M.
and AnDpEerseN, K.V. 2009). Hungary as a rela-
tively small (ca. 10 million inhabitants) and
highly centralized state clearly confirms this
picture, as there is a high correlation between
the weight of creative economy (total number
of firms, employees and annual turnover) and
the position of a place in the urban hierarchy.

For the sake of analysis, we divided the
settlements of Hungary into five classes ac-
cording to their size (1 — Budapest; 2 — cities
above 100 thousand; 3 — cities between 50
and 100 thousand; 4 — cities between 20 and
50 thousand, and 5 - settlements below 20
thousand inhabitants), and the relative share
of creative economy was analysed for these
five classes on a temporal basis.

First we analysed the location quotient of
firms in the Hungarian settlement system.
The share of the Budapest Metropolitan
Region (BMR) has continuously increased
in the creative economy of the country over
the last one and a half decades, even during
the world financial crisis (Figure 2). By 2015
48.3 per cent of the creative and knowledge
intensive firms were located in the BMR,
even though the metropolitan region was
the home for only 38.5 per cent of the firms
operating in Hungary. The concentration re-
garding the number of employees and rev-
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Fig. 2. The share of Budapest Metropolitan Region in
the creative economy of Hungary (1999-2015, in %).
Source: HCSO, National Accounts 1999-2015.
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Fig. 3. Distribution of employees of the creative econ-
omy by settlement categories in Hungary (1999-2015,
in %). Source: HCSO, National Accounts 1999-2015.

enues was even higher. In 2015 56.6 per cent
of the creative labour force was employed in
the BMR and 64.1 per cent of total revenues
generated by the creative economy was con-
centrated here. Thus, data reflect a high level
of spatial concentration of creative economy
within Hungary, with growing trends.

The level of concentration, however, differs
among different sub-sectors of the creative
economy (Table 4). Taking into account the
number of firms, the weight of BMR is out-
standing in the field of ICT (57.9%). However,
if we take into consideration the share of em-
ployees (70.9%) or revenues (95.5%) the pre-
dominance of Budapest and its urban region
is extraordinary in the field of finances.

As Figure 3 demonstrates the growing
weight of Budapest within the creative
economy took place at the expense of cities
at the lower levels of urban hierarchy, and
only settlements (small towns and villages)
below 20 thousand inhabitants were able to
gain higher share in the creative economy
after 1999. Similar trends were recorded re-
garding the spatial distribution of creative
employees and revenues produced by the
creative economy. Thus, we can safely say
that the growing geographical concentration
of creative economy has shown a clear trend
in Hungary in the 21% century, and this is
rather alarming for policy makers dreaming
about regional levelling out.

There is a growing gap between Budapest
and the rest of the country, and between
the larger regional centres (e.g. Szeged,
Pécs, Gy6r) and their hinterland (Csom6s,
Gy. 2015). The dominance of Budapest is
outstanding, however, major regional centres
still have better positions than smaller cities
due to the highly hierarchical distribution of
creative activities. The previously dominant
east-west dimension in the spatial configura-
tion of creative economy has been replaced

Table 4. The weight of the Budapest Metropolitan Region (BMR) within the creative economy in Hungary, 2015

Industries and economy Enterprises ‘ Emp(l)/oyees ‘ Revenues
Creative industries (A) 47.5 49.6 69.7
Knowledge intensive industries (B) 49.0 60.8 61.6

Infocommunication (ICT) 57.9 57.1 41.9
Finances 32.0 70.9 95.5
Law and business services 51.4 62.2 60.3
R&D, Higher education 49.5 50.7 78.7
Creative economy (A + B) 48.3 56.6 64.1
Economy total 38.5 43.2 52.8

Source: HCSO National Accounts, 1999-2015.
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by the factor of ‘distance from Budapest’, or
‘distance from the nearest regional centre’.
There are substantial differences in the
spatial pattern of creative economy within
the wider Budapest Metropolitan Region as
well. Inside the city proper (i.e. within the
administrative boundaries of the city) the
elite districts on the Buda side show higher
proportions regarding the relative share of
creative firms (12" district — 51.8%; 1°t dis-
trict — 49.8%; and 2™ district — 49.6%), while
peripheral districts on the Pest side (e.g. 21",
23t 15%-17" districts) have much lower val-
ues. In addition, a core-periphery dichotomy
is clearly observable inside the compact city.
This pattern corresponds the socio-economic
pattern of the city, but the location of crea-
tive clusters (along the line of Danube e.g.
InfoPark, ELTE campus, Graphisoft Park) and
numerous inner-city oriented cultural and art
institutions (theatres, concert halls, museums
and galleries etc.) also serve as magnet for
smaller creative firms (Kovacs, Z. et al. 2010).
Within the suburban zone we can also see
marked geographical differences in the con-
figuration of the creative economy which is
clearly the outcome of suburbanization in the
1990s and early 2000s (T1MAR, J. 2006). We
find municipalities with the highest share of
the creative economy in the north-western
sector of the agglomeration (e.g. Budajend
53.6%; Telki 52.1%; Pilisborosjend 48.2%)
where young professionals settled down in
great number as part of the suburbanization
process (Szirmal, V. et al. 2011; SCHUCHMANN,
J. 2012). The south-eastern sector of the ag-
glomeration was less affected by urban
sprawl and the invasion of intelligentsia.
Consequently, the share of the creative econ-
omy is also significantly lower. According to
our previous findings (Ecepy, T. et al. 2008)
new creative firms are created first of all
where the founders and managers are living.
Thus, the location of the place of residence is
vital for the creative enterprises. Site selection
by firms in the Budapest metropolitan region
as a rule is strongly influenced by hard
factors (e.g. price and infrastructure of office,
traffic and public transport), while among

the soft factors calm and quiet environment
was mentioned by the managers in the first
place. As a consequence, in the process
of accommodating new creative firms the
agglomeration zone clearly appears as a
winner of the economic transition.

We investigated the correlation between the
changes in the number of creative employees
and the total number of employees (Figure 4),
looking at whether an increase or decrease of
the total number of employees automatically
generates increase or decrease of the number
of creative employees. This assumption can
be obviously related to international expe-
rience on the role of diseconomies and cen-
trality discussed in the theoretical part of the
paper (see Lorenzen, M. and ANDERSEN, K. V.
2009). Those cities at the tail end of the curve
appear to have characteristic diseconomies,
where the conditions are less favourable for
the development of the local creative class. It
is obviously recognizable in the lower ratio
of creative workers compared to the share of
total employment in these settlements (see
position of red and blue bullets). At the other
end of the scale, we find cities with flourish-
ing local markets, growing number of em-
ployees and equally growing group of crea-
tive employees. However, it can also be seen
on the graph that the shrinkage or growth of
the creative labour shows greater volatility
especially at the two ends of the scale.

In addition, we analysed the correlation be-
tween the socio-economic development of a
city (data on the share of university graduates,
the level of unemployment, population dy-
namics, industrial tax, entrepreneurial activi-
ties and diversity of the local economy were
converted into one single index) and the per-
formance of the creative economy. Our find-
ings confirm that larger cities with more diver-
sified (multi-layered) economic profile show
higher presence of the creative class (marked
with green). At the other end of the scale cities
with a rather monofunctional single-layered
local economy (marked with red) lack crea-
tive labour force, which highlights the exisit-
ing spatial and functional divisions within the
Hungarian urban network (Figure 5).
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Our results correspond to earlier domes-
tic and international outcomes that historical
pathway and city size play a decisive role
in accommodating creative economy. In fig-
ure 4 Budapest is followed by two groups
of cities: on the one hand, regional centres
with strong traditions in higher education,
R+D, and a lively cultural life (e.g. Pécs,
Székesfehérvar, Debrecen, Szeged), and on
the other hand, sub-centres in the agglom-
eration of Budapest (e.g. Szentendre, Vac,
Erd and Dunakeszi) where the dynamism of
the creative economy is very much related to
the closeness of the metropolis. At the other
end of the scale we find monofunctional in-
dustrial centres (e.g. Ajka, Ozd) and agrarian
market towns on the plain in South-eastern
Hungary (e.g. Makd, Karcag, Jaszberény).
These results confirm the findings of previ-
ous studies regarding the backwardness of
market towns on the Great Hungarian Plain
as far as the knowledge based economy is
concerned (Nagy, E. and Nacy, G. 2010;
Naagy, E. et al. 2017).

Conclusions

As the literature review at the beginning of
this paper demonstrated researchers in East
Central Europe rapidly joined the academic
discourse on creative economy after the turn
of the millennium. This was partly linked to
the robust economic restructuring of these
countries and the growing role of creative sec-
tors, and partly the infiltration of EU policy
measures and programmes. Results of inter-
national comparative research projects, as well
statistical analyses focusing on the macroeco-
nomic position and regional pattern of creative
economy in various countries became widely
published. This paper fits to the second group
of studies, as we analyzed the changing geo-
graphical pattern of creative economy in Hun-
gary, based on longitudinal statistical data.
The Hungarian economy has gone through
rapid transformation and modernization
since the political changes of 1989/90. One
of the signs of successful economic restruc-

turing and integration to the world economy
was the growing role of the creative econo-
my. However, the growth within the creative
economy was rather uneven, the knowledge
intensive sectors have shown especially high
dynamism. Consequently, the share of crea-
tive industries decreased within the creative
economy. Even though the world financial
crisis of 2008 hit hard the creative economy,
and the number of firms and employees
have slightly decreased, nevertheless, data
reflect clearly a knowledge-based shift in the
Hungarian economy.

According to our findings there is a clear
correlation between the growth of creative
economy and urban hierarchy. The creative
economy increasingly concentrates to higher
levels of the urban hierarchy, to Budapest
and other regional centres (university towns).
The reasons behind are partly economic (ag-
glomeration effects, clustering etc.) and partly
socio-economic (cultural diversity, social net-
works, etc.), but historical traditions and the
quality of the built environment, as well as
the diversity of neighbourhoods play a role
here. Thus, our findings largely confirm the
results of CarLiNo, G.A. and Saiz, A. (2008)
on the importance of attractiviness of cities for
highly-educated individuals.

Core-periphery relations in the spatial pat-
tern of creative economy has increased. As
data indicated the relative weight of Budapest
and its urban region has been continuously
growing and even major regional centres (e.g.
Debrecen, Szeged, Pécs) with strong educa-
tional and cultural traditions have been un-
able to keep pace with the Hungarian capital.
This makes the territorial configuration of
the creative economy very unbalanced, and
the economy of the country very fragile. The
previously so dominant east-west dichotomy
within the country has been replaced by the
closeness to Budapest factor in the locational
decisions of creative firms. New start-ups in
creative economy also increasingly concen-
trate to Budapest.

The growing geographical concentration of
the creative economy (especially the knowl-
edge intensive industries) is partly the result
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of previous neoliberal regional and urban
policies (e.g. the programme of "pole-cities’,
establishment of technological parks, R&D in-
vestments, development of universities etc.)
putting competitiveness in the focus.

Our findings also suggest that cities in the
Hungarian urban system became highly dif-
ferentiated according to their attractiveness
for creative firms and creative labour after the
global financial crisis, and there is a growing
competition among secondary cities for knowl-
edge intensive and creative activities. Regional
centres and county seats with strong cultural
traditions and a solid base of higher education
are clearly more favoured by creative firms and
labour than monofunctional (agrarian or in-
dustrial) cities or other peripheral locations.
All these shed light on the one hand, the path
dependent nature of creative economic activi-
ties, and on the other hand, the difficulties of
peripheral (mostly monofunctional) towns to
find their ways to the ’creative age’.
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