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Extended Abstract

Introduction The concept of sustainability is already well rooted as a concern in people’s daily lives. Developing
a gauge of economic, environmental and social progress has been on the international agenda for at least two decades
(Saisana & Philippas, 2012). the Brundtland Report provides the most popular notion of sustainability (sustainable
development): development that meets the needs of the present without compromising the ability of future generations
to meet their own needs (WCED, 1987; Mori & Christodoulou, 2011). Since the Brundtland Report defined the concept
of sustainability, several different indices and indicators have been developed in this area, which is becoming an ever
greater concern in society, since it will affect future generations (Gallego et al, 2015). The sustainable society index
(SSI) was presented first time in 2006 by the SSF (van de Kerk and Manuel 2006; Sironen et al, 2015). The Sustainable
Society Index consists of seven policy categories and three dimensions of well-being (human, environmental,
economic) and is calculated for 151 countries worldwide, representing 99% of the world's population. The Human
Well-Being Index in a Sustainable Society expresses the need to ensure intragenerational justice (meeting the real basic
needs of people) and intergenerational equity (ensuring that future generations will be able to meet all their basic needs
in the future). The Environmental Well-Being Index in a Sustainable Society is defined as the need to maintain the
stock of environmental resources over time. It can be achieved through restrictions on the consumption of easily
exhausted resources and products, reduction of various types of waste and pollution, energy conservation and
recycling. Economic well-being in the Sustainable Society Index is defined as achieving economic balance through
the optimal combination of economic development and protection of natural resources (Rodriguez et al., 2021). On a
macro level of observation, innovation is considered dominant in the economic context for a sustainable society
(Machado et al., 2015). Schumpeter (1982), who can be called the founder of innovation theory in economics,
considered innovation to be the economic impact of technological change, as the use of hew combinations of existing
productive forces to solve business problems. The contribution of creative goods and services has been recognised as
an important pathway to economic development. Both transnational organisations and national governments have been
paying more attention to the creative industries (Gouvea & Vora, 2017). The concept of creative industries was first
documented in 1994 in Australia when the government released their new cultural policy “Creative nation”, designed
to help Australia to embody new IT opportunities and the growing wave of global culture enabled by digital media
(Moore, 2014). From the perspective of UNCTAD, creative industries are divided into two groups: traditional and
modern creative industries. Traditional creative industries include publishing, media, television, cinema, performing
arts, and crafts, while modern creative industries include advertising, architecture, design, and photography, and have
three important characteristics: human creativity plays a role in their production, they carry a symbolic message for
the consumer, and intellectual property is considered for the providers and producers of these industries (UNCTAD,
2018). Given that the structure of the sustainable society index consists of three dimensions of well-being, innovation
and creative industries impact society through human, environmental, and economic well-being channels. There is
little research directly linking innovation and well-being. However, the idea of well-being as an outcome of innovation
is both inherently attractive and supported by a great deal of indirect evidence. Pursuing innovative solutions to
improve well-being or address sustainability challenges involves industries including fashion and apparel, chemical,
pharmaceutical or logistics and transportationwhich typically create tensions between increasing economic/financial
value and preserving the natural environment (Hagedoorn, 1996; Baumol & Strom, 2007; Teran et al., 2020; Meglio
& Di Paola, 2021). Therefore, considering the central role of innovation and creative industries in the world economy,
it is necessary and important to investigate the impact of these two factors on the sustainability of society, because
identifying how innovation and creative industries influence a sustainable society will contribute to the welfare of the
society in wider dimensions.

Method In this research, the impact of innovation and creative industries on sustainable society in selected countries
of the world during the years 2013 to 2020 is investigated using the soft panel regression approach. The threshold
regression model of panel data, introduced by Hansen (1999), is one of the earliest approaches to modeling
heterogeneous time and cross-sectional effects in panel data. In these models, panel observations are divided into
several homogeneous regimes based on threshold variable values. The shortcoming of these models is the presence of

Stable Economy Journal, 2026; 7(3): 5-41



7 Evidence on the Role of Innovation and Creative Industries Towards Achieving a Sustainable Society

extreme fluctuations due to the observations being very close to the threshold values in different regimes despite the
small discrepancy (Chiu et al., 2011). In order to overcome this drawback, the panel smooth transition regression model
was introduced by Fook et al. (2004) and further developed by Gonzalez et al. (2005) and Colitas and Harulin (2006).
This approach has the ability to determine the frequency and time of regime change and also shows the transition from
one regime to another. In this research, in order to investigate the impact of innovation and creative industries on a
sustainable society, two empirical models have been specified and introduced in the form of equations (1) and (2)
based on the empirical study of Milenkovic et al. (2019), which emphasizes the relationship between innovation and a
sustainable society:
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In these models, the nonlinear relationship between innovation and creative industries and sustainable society is
examined. Equation (1) is related to the relationship between innovation and sustainable society, and equation (2) is
related to the relationship between creative industries and sustainable society. In these equations, SSI represents
sustainable society and the dependent variable. The variables Gl innovation and CI creative industries are the main
independent variables, and the variables GS government size, IND industrialization, and INF inflation are the
independent control variables.

Results : The estimation results of model (1) show that the optimal state is determined by two transition functions
and a threshold location. The transition rate from the first to the second regime is 11.2845 and from the second to the
third regime is 5.2590, which indicates that the transition to the second regime was faster than the transition to the
third regime, however, the transition rate of both regimes was relatively slow. The first and second threshold locations
are 3.9040 and 5.8984, respectively. innovation has had a positive and significant effect on a sustainable society in the
linear part. However, after the threshold variable, i.e. the first interval of the sustainable society, passes the threshold
values in the second and third regimes, the effect of innovation on a sustainable society has become negative. In other
words, in societies with low sustainability, innovation has a positive effect, and with increasing sustainability of the
society, the positive effect of innovation has decreased, and the effect of innovation on a sustainable society has become
negative. The results of model (2) show that the optimal state is determined by two transition functions and the
threshold location. The speed of transition from the first to the second regime is 164.6111 and from the second to the
third regime is 6.7467, which indicates that the transition to the second regime is very fast and the transition to the
third regime is relatively slow. The first and second threshold limits are 5.1586 and 5.9806, respectively. Creative
industries have had a negative impact on the sustainable society in all three regimes, in other words, in any state of
sustainability, creative industries have led to a decrease in the sustainable society.However, after the first threshold
value, its negative impact has decreased. That is, with increasing sustainability, the negative impact of creative
industries on sustainable society has had a decreasing trend.

Conclusion: The results show that by increasing the sustainability of society, innovation has had a destructive
effect on a sustainable society. Given that innovation has had a negative effect on human and environmental well-
being, but it has had a positive effect on economic well-being. Therefore, the positive effect of innovation on economic
well-being has not been able to neutralize the negative effect of the other two dimensions, hence its effect on a
sustainable society is estimated to be negative. Innovation has led to a decrease in sustainability in societies by
increasing inequality and gaps in society and increasing emissions of greenhouse gases. Also, creative industries, in
any state of sustainability, have led to a decrease in the sustainability of society. Given that creative industries have
had a positive effect on human and economic well-being, but have had a negative effect on environmental well-being.
It can be concluded that the negative effect of creative industries on environmental well-being has been greater than

Stable Economy Journal, 2026; 7(3): 5-41



Evidence on the Role of Innovation and Creative Industries Towards Achieving a Sustainable Society 8

its positive effect on human and economic well-being, hence its overall effect on a sustainable society has been
negative. Creative industries, by producing waste and consuming resources, especially fossil fuels, have caused the
spread of pollution and greenhouse gas emissions, and consequently climate change. The results of this study indicate
that innovation and creative industries cause instability in societies. This shows that innovative processes focus more
on profitability and economic growth and ignore social and environmental aspects. Therefore, it is necessary to
consider the dark sides of innovation and creativity and not rely only on their potential to create positive changes. To
benefit from the benefits of innovation and industries and reduce their negative effects, it is necessary to adopt smart
policies from different aspects.
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