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The Creative Economy :
from Culture, through Creative
Industries, to Innovation

Stuart Cunningham

Abstract: This paper presents a new approach to understanding what
constitutes a “creative” economy. The creative economy is a difficult cate-
gory to grasp. But it is bigger and broader than we think, and is much
more than culture and the arts. This is because it joins a broader range of
industry sectors together than those which have traditionally been classified
as cultural, giving birth to the notion of the so-called creative, industries.
But it goes further than a sectoral focus to embrace how creative roles or oc-
cupations are being found more and more throughout the economy. Track-
ing this is necessary but insufficient, however, if we are to capture what is
actually going on to cause longei-term changes in our economy—for that we
need a better understanding of innovation and policies suited to promoting
innovation across the economy, not just in sectors that depend on laboratory
science.

Key Words: creative economy; cultural economy; innovation
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~ The notion of the “creative industries” has gained purchase in con-
temporary policy and industry debate in both OECD couniries and several

others, across the east and west. It is seeking to reshape relations between
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old and new media and the cultural sector and place media, communica-
tions and culture as a driver, rather than a backseat passenger, in the
knowledge economy. It is beginning to connect the sector to the innovation
agenda and thus move it into the sphere of research-based, high value-add-
ed, knowledge-intensive industry policy (see Cunningham 2005, Cunnin-
ghafn et al 2005).

Second, it brings together in a provisional convergence a range of sec-
tors which have not typically been linked with each other and thus it has
expanded greatly the domain of what is typically counted, throwing settled
categories ( arts, media, culture, cultural industries) into more dynamic
process. To give.an admittedly exireme example, John Howkins (2001
85) defines the creative economy as simply “financial transactions in crea-
tive products” , whose economic value is secured through copyright, de-
sign, trademark and patents, and therefore includes the science, engineer-
ing and technology (SET) sectors along with the arts, media, new media,
design and architecture. .

Third, the sectors within creative indusiries—the established arts
(visual and performing arts, dance, theatre, etc. ) ; the established media
(broadcasting, film, TV, radio, music) ; the large design and architeéture
sectors, and new medida ( software, games, e-commerce and mobile con-
tent) —move from the resolutely non-commercial to the high-tech and com-
mercial. This continuum also moves from the culturally and often location-
ally specific to the globalized and generically creative, throwing open the
door to the question of how creative inputs drive wider industry sectors, and
how sectors with very different business models, revenue sources, demand
drivers and scale and purpose, can co-exist productively in more than a
policy maker’s dream.

There is certainly important work to be done on capturing with greater
comprehensiveness the exact dimension of the creative industries “them-
selves”. But we need also to move to understanding creative outputs { cul-

ture) to creative inputs into the wider economy because much of the real
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growth dynamism and what differentiates the creative industries from the
creative economy, is the move from sector-specific arguments to creative
skill sets as occupational inputs into the broader economy, and creative
outputs as intermediate inputs into other sectors. Thus it is to track the
“creativity as enabler” idea, comparing it to the ICT-as-enabler debates of
the past decades.

The majority of creative industries mapping studies have naturally been
focused on the sector-specific activities and therefore gathered data about
the specialist firms operating within each part of the industry. But measur-
ing the “creative” impact on the economy needs to encompass both creative
industries activity and the impact of creative occupations. There is substan-
tial and frequent movement between these modes of activity with individuals
moving from sole practice as say film producers to working for government
film agencies and for sole practitioner designers who sign a three-year con-
tract to work for a bank or advertising agency.

The direct economic impact of creative industries has been significant-
ly under-estimated. For example, our analysis has shown that, because so
many designers are embedded in other industries and because design is de-
fined and counted in such an unhelpful way, the design sector is under-
counted by some 36% .

The sector has a 34% higher mean income than for the Queensland e-
conomy as a whole, which at least suggests a different profile for creatives
than the more widespread understanding of a low-wage, subsidised sector.
In the Queensland study, we find that exports and gross value added are
higher than average sectorally, that creative industries tend to be more
knowledge-intensive in that they spend more on knowledge-based workers
as a percentage of their total wages spent than other sectors.

These are suggestive rather than definitive findings, but they provide
pointers in the direction of the movement from a sector-specific to an econo-
my-wide focus. Just as the ICT sector benefited from the input-value it was

shown to afford the economy as a whole, so the data suggests that a similar
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value can be seen with creative inputs.
Cultural Economics

The established economic approaches to culture and the arts may have
been thrown a curve ball by the notions of creative industries and economy.
However, creative industries theory, analysis and policy have a way to go
before they establish a robust economic framework that realistically and
compellingly captures the value of the creative sector and thereby might
provide resh rationale for public support for the sector. It must first dia-
logue with cultural economics, that established sub-branch of neo-classical
economics, and with the economic thinking that underlies the concept of
the “cultural industries”.

Cultural economics analyses largely settled industry sectors and focuses
on microeconomic analysis of choice in established markets. It concentrates
on the exceptionalism of these markets or quasi-markets which is held to be
due to the unusual nature of choice and decision making by both suppliers
and purchasers in these markets. It has focused on idiosyncracies which
mark this exceptionalism—for example, Baumol’s theorém that the “pro-
ductivity” of a string quartet is fixed and cannot change, over decades and
even centuries. It will always require the same number of performers and
the same time to perform. (If we look at this from the consumption not the
production side, we can see that the vasily increased range of digital maste:
ring and distribution options have rendered Baumol obsolete. ) The tradi-
tional approach to the arts and culture uses a static microeconomic argu-
ment for allocative efficiency in the face of these “exceptional” economic
activities which exhibit systemic market failure.

Cultural economics has typically focused on the arts end -of the éreative
industries continuum, often because these arguments and assumptions work
best at that end. In Economics and Culiure, David Throsby, one of the

foremost exponents of cultural economics, builds in a working assumption
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that “ the creative arts as traditionally defined” are the core sectors in a cul-
tural industry model because they are the “locus of origin of creative ideas”
(2001 112). He argues (2006: 39) that a flourishing arts sector is “one
of the most enduring foundations” on which to build the cultural industries.

This model, often seen and adopted in various forms, conflates static
and dynamic models of economic analysis in that it assumes that because
some sectors have more creatives as a proportion of, the whole workforce in
that sector they must be the “locus of origin of creative ideas”. Also built
into the model is a dubious assumption that the more that sectors produce
both cultural and non-cultural goods and services (the large industrialised
creative industries) , the less “core” they are. Given the capacity for “cre-
ative ideas” to diffuse further when they are embedded into other outputs,
and given the recurring data that shows that creatives are found embedded
in wider industry sectors than in” specialist sectors, I would have thought
the opposite was a more interesting hypothesis. The sources of novelty and
change , which is to say of innovation, propelled by creatives will be found
actoss the creative industries and increasingly across the wider economy.
The “enduring foundation” lies more in the creative qualifications and oc-
cupations—that is, the creative human capital—than in particular output/
industry sectors. This suggests a human capital model, not a sectoral ex-

ceptionalism model, for the importance of a creative class.
Emerging Dynamics of Creative Culture

Looking ahead, what are some of the key emergent cultural practices
in the 21st century? Consumption drives postindustrial economies more and

&

more, and much of it is “prosumption” , engaged in by “produsers”, and
what is being “prosumed” is user-generated content. There is huge growth
in peer-to-peer activity and a more “participatory” culture.

We all know some of the developments in this space: there is more us-

er-generated content on the Internet than professionally-produced and cor-
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porate content. User-led innovations, such as SMS, have changed the busi-
ness model for mobile devices, one of the most dynamic growth sectors of
the economy, leading to successful MMS ( picture cameras) uptake and
heavy R&D and investment in mobile content which has led to expanding

opportunities for creatives.

Of course, with the scholar’s penchant for novelty and the Next Big
Thing, you can get carried away with user-led innovation. When Rupert
Murdoch starts talking about digital “natives” and “immigrants” and ac-
knowledges that News Corp has underestimated the impact of Internet-based
news sourcing and the social logic or “collective intelligence” ( not to say
the impact on the bhottom line) of peer-to-peer communication in his 2005
address to the American Society of Newspaper Editors, then, as Eric Bee-
cher (2005:67) recently surmised, “something seismic is going on. Seis-
mic, but unpredictable. ” Reputedly, Murdoch was scared into this position
by data such as that presented by the Carnegie Foundation that showed how
“new forms of newsgathering and distribution, grassroots or citizen journal-
ism and blogging sites are changing the very nature of who produces news”
and that the 18-34 demographic is following and creating this inexorable
momentum.

Why exactly are the dimensions of this new take on culture? First, it
disfupts the linear value chain of professional modes of production. Sec-
ond, the innovations are as much, and intrinsically, about distributional
breakthroughs as they are about new production modes. The culture that is
emerging is as much about creativity invested in the distribution and aggre-
gation possibilities and potential afforded by new communication platforms
(that is, about the “social logic” and “collective intelligence” of p2p) as
about text and content. I'm almost tempted to say the medium is the mes-
sage.

One way to take in this emergent paradigm shift is to consider the te-

nets of Richard Caves’ (2000; 2ff) admirable summary of the “Basic Eco-
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nomic Properties of Creative Activities” that constitute the mainstream arts
and media today: ' l

“Nobody knows” —demand is uncertain. There is more radical uncer-
tainty about the likely demand for creative product, due to the fact that cre-
ative products are “experience goods” , where buyers lack information prior
to' consumption, and where the satisfaction derived is largely subjective and
intangible.

“ Art for arts sake” —creative workers care about their product. Crea-
tive producers derive substantial non-economic forms .of satisfaction from
their work. This makes them vulnerable to exploitation and to supply almost
always outstripping demand, thus fundamentally distorting market equilibri-
um.

“Motley crew” —some products require diverse. skills. Creative pro-
duction is mostly colleciive in nature, thus the need to develop and main-
tain creative teams_that have diverse skills, and who often also possess di-
verse interests and expectations about the final product.

“Infinite variety” —differentiated products. There is a huge variety of

creative products available, both within particular formats (for example,

videos at a rental store) , and between formats. Each creative output is to a
greater or lesser extent a prototype of itself, and thus as much or more effort
has to go into marketing as production if it stands a chance for success.

“A list/B list” —vertically differentiated skills. All creative sectors
display great difference between the bright stars and the long tail and this
plays out in remuneration and recognition, and the ways in which producers
or other content aggregators rank and assess creative personnel.

“Time flies” —time is of the essence. Most industrial forms of creative
production need to coordinate diverse creative activities within short time
frames.

“ Ars longa” —durable products and durable rents. Many cultural
products have great durability, the capacity of their producers to continue

to extract economic rents (for example, copyright payments) long after the
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