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although often more limited and of shorter duration. In the WIPO perspective, they provide
protection to those who assist intellectual creators to communicate their message and to
disseminate their works to the public at large.
Recent technological developments have dramatically transformed the way in which related rights
operate. With regard to the rights of performers, the performance of actors or musicians, which a
century ago ended with the play or concert in which they performed, may now be fixed on a
variety of mechanisms, including radio, television, satellite transmission and the Internet. What
earlier was a localized and immediate phase of a performance in a hall before a limited audience
became an increasingly permanent manifestation capable of unlimited and repeated reproduction
and use before an equally unlimited audience that went beyond national borders. The
development of broadcasting and television had similar effects.
Likewise, the increasing technological development of phonograms, mainly through the rapid
proliferation of digital and Internet-based media, has resulted in producers of phonograms and
broadcasting organizations calling for better and greater protection for their produced content as
well as against retransmission of their own programmes by other similar organizations. In
response, there have been suggestions by both media industry insiders as well as consumer
protection groups that the current business model of the recording, film and broadcast industries,
which requires ever greater content control and legal remedy, is out of step with the realities of
the nature and usage of Internet and digital technologies.

The acquisition of copyrights is of little economic value if these rights cannot be enforced
effectively. The credibility of the system depends to a considerable extent on the enforceability of
the rights it confers. Well-functioning enforcement mechanisms are the best means to limit the
number of violations of copyrights and to ensure that rights holders and society as a whole can
reap the benefits from the intellectual property system.

When we consider the protection and enforcement of copyright and related rights, piracy appears
as one of the central issues. All kinds of works are at risk. Music, books, videos, DVDs and even
craft design are copied illegally. WIPO argues that in developing economies, as a result of the
flooding of markets with cheap “copyright-free” foreign products, domestic creators and
producers lose their competitiveness, which in turn endangers cultural diversity and national
identity. Piracy is a huge challenge in many countries, and the argument is that countries where
piracy is rampant may forego opportunities for growth and development on several levels, both
tangible and intangible, since it destabilizes the local creative industries and undermines the
efforts of creative entrepreneurs and businesses. Inadequate enforcement of copyright limits
incentives to develop creative products, especially for small and medium-sized enterprises.

THE ECONOMICS OF COPYRIGHT

Copyrighted works, like other intangible goods, suffer from what economists call the public goods
problem: they are non-rivalrous and non-excludable goods. This means that their use by one
person does not reduce their usefulness for other persons; thus an unlimited number of people
may consume the work without using it up. In addition, while the cost of creating copyright goods
is often high, the cost of reproducing them is low. This leads to an economic disincentive to
commercialize new works.

The limited monopoly granted by copyright laws provides copyright owners with the legal
entitlement to exclude others from enjoying the copyrighted work. Yet while these rights may be
exclusive, they are not absolute and certain national IPR legislations provide limitations and
exceptions to help to keep the copyright system balanced to avoid the costs of an overly extensive
set of rights. These are so-called “fair-use” rights and will indicate a permissible degree of copying,
in part or in full, within the family or household circle, for creating backups, in the production of
comic and satirical material, and for the purpose of study and academic research.
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CONTRIBUTION OF THE CREATIVE INDUSTRIES TO THE ECONOMY

A keen interest in the measurement of the contribution of the creative industries to national
economies was in recent years fuelled by the identification of creativity as a potential driver in the
creative economy. Many studies were undertaken to evaluate and compare size, performance and
competitiveness of the creative industries as well as to monitor trends and provide policy options
based on solid quantifiable evidence. These studies were based on a variety of approaches,
motivated by equally diverse policy objectives: social, economic or cultural. Difficulties emerged
along the way, especially with regard to the capture of the non-economic returns of creativity.

COPYRIGHT, THE CREATIVE INDUSTRIES AND TRADITIONAL CULTURAL
EXPRESSIONS

Traditional music, designs, performances, symbols and other creative expressions of traditional
cultures communicate beliefs and values, embody skills and know how, reflect the history of a
community and define its cultural identity. These traditional cultural expressions are valuable
cultural assets of the indigenous and local communities who maintain, practice and develop them.
Traditional cultural expressions can also be economic assets: they are creations and innovations
that can, if so desired, be traded or licensed for income generation and economic development.
They may also serve as an inspiration to other creators and innovators, who can adapt the
traditional expressions and derive new creations and innovations from them. Traditional cultural
expressions and other elements of intangible cultural heritage are therefore a mainspring of
creativity as they are in a permanent cumulative process of adaptation and re-creation.
Traditional cultural expressions are also cultural assets, however, and cultural heritage is not only
there to be leveraged as an economic resource. In this socially, culturally and technologically
connected world, it is increasingly recognized that culture is not a mere commodity and that
heritage as such is worthy of safeguarding and protection. In this case, intellectual property tools
can also play a role through values embedded in the intellectual property system that prevent
misappropriation and misuse of creativity, including traditional creativity. The relationship
between intellectual property and traditional cultural expressions, and the cognate area of
“traditional knowledge”, raises complex legal, cultural, political and conceptual issues, however.

INDIGENOUS COMMUNITIES AND NEW TECHNOLOGIES

Digital technologies and computer networks — especially the Internet — offer unprecedented
opportunities for the promotion, preservation, revitalization and protection of intangible cultural
heritage. Expressions of traditional creativity and innovation can serve as springboards for new
cultural expression, especially in the digital world. Digitized traditional music, designs and art can
reach new audiences in niche markets for distinctive, diverse and “local” cultural goods and
services and, in so doing, promote community and rural economic and cultural development.
However, the digitization and dissemination of traditional cultural expressions can lead to their
misappropriation and misuse. In some cases, safeguarding efforts have unwittingly led to the
unauthorized disclosure or commercial exploitation of culturally sensitive materials.

As a result, indigenous organizations, museums and archives, and researchers (such as
ethnomusicologists) have called for guidance on which intellectual property issues and options
arise during recording and digitization initiatives.

COPYRIGHTS AND NEW TECHNOLOGIES

Among other things, both the WIPO Copyright Treaty and the WIPO Performances and
Phonograms Treaty address the challenges posed by today’s digital technologies, in particular the
dissemination of protected material over digital networks such as the Internet. For this reason,
they have sometimes been referred to as the “Internet treaties”.
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Both treaties provide the legal rationale for copyright owners to be adequately and effectively
protected in the digital environment when their works and sound recordings are disseminated
through new digital technologies and communication systems. They also create new online rights.
According to the WIPO treaties, countries are required to provide not only the rights described
above but also two types of technological adjuncts to the rights. These are intended to ensure that
right owners can effectively use technology to protect their rights and to license their works
online. From a policy perspective, “anti-circumvention” and “rights management” technologies
pose an important problem: content distributors are free to provide public-domain content in
media that have “anti-circumvention” and “rights management” technologies in order to improve
or enhance revenue streams. However, if the underlying content is public domain, hacking these
technologies to rightfully access the content (in order to reuse, create derivative works,
redistribute, etc.) becomes a copyright offence. Thus they may be seen as tools to reintroduce
public-domain content into the domain of proprietary copyright under traditional restrictive
licence. Such an extension does absolutely nothing for new talent and provides no incentives to
current or future creators.

POSSIBLE POLICY OPTIONS

From the analysis of this chapter, it can be said that an efficient and fair international intellectual
property system is in the interest of creators, creative industries and consumers in all countries,
and the level of its implementation is often the subject of discussions in free trade agreements.
IPRs are territorial, which means that they are protected only in the country or region where
protection has been applied for and obtained. Protecting intellectual property in export markets is
crucial if a creator is to enjoy the same benefits of protection abroad as are enjoyed in the
domestic market.

Intellectual property provides incentives to creators and entrepreneurs in the form of a tradable
economic asset — a copyright — that is instrumental for investing in the development, production
and distribution of goods and services, in a market economy, that are largely based on human
creativity. This in turn helps increase access to, and enhances the enjoyment of, culture,
knowledge and entertainment all over the world. Ideally, under this system of rights, rights
owners are assured that their works can be disseminated without fear of unauthorized use of
their creative and intellectual products. In practice, viable enforcement is often a more critical
issue than legal acknowledgement. Increasing awareness of the contribution and potential of the
creative sector for development is a major task. Protecting copyright is a public-policy goal of
countries seeking sustained growth in the creative economy. Countries that wish to see their
creative industries prosper must take a strong stance for the promotion of the full spectrum of
copyrights and their licences, for the best way to expand the creative economy is to implement a
balanced copyright framework that realizes their development potential.
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INTRODUCTION

The aim of this chapter is to examine issues relating to the interface between technology, culture
and economics, highlighting the ways in which information and communication technologies
(ICTs) may bring about changes in the creative economy.

In principle, digitization presents no problems for copyright; historically, rights have been
regulated via the control of physical goods and, more recently, via various forms of encryption.
“Pure” digitization requires the development of secure, solely digital control of copyright.

The essence of the challenge goes beyond the considerable problems of copyright; many creative-
economy “products” are potentially digitized and thus subject to entirely new business models
and need novel regulatory regimes. Even those that have their basis in a physical product, such as
a craft object, may be subject to copying unless registered as intellectual property.

The advent of digital and Internet-based ICTs has active economy. The ICT sector was recognized
as a pillar opened a new set of marketing and distribution opportunities, thereby boosting the
economic potential of the creative economy.

MEASUREMENT ISSUES AND CREATIVE CONTENT

Many measurement issues in the creative economy are not exclusive to the ICTs, but certain
specificities apply. Besides the lack of availability of data, collected data are not always
comparable across countries. As was highlighted by the UNCTAD E-Commerce and Development
Report 2004, “this calls for collective action at the international level to coordinate the
methodological work and to work towards a global database of ICT indicators”.

Generally speaking, the most common core ICT indicators can be grouped into four sets, following
the methodology developed by the Partnership on Measuring ICT for Development. The vast
majority of these parameters refer to the availability of infrastructure and access to ICTs and the
Access to, and use of, ICT by households and individuals

Broadband sales allow a comparative analysis of the performance of digital markets vis-a-vis
traditional channels. In the case of the expansion, for instance, is seminal to boosting the
development of knowledge-sharing in the creative economy, and the creative industries, for
example, according to the numbers of employees using computers reveal not only International
Federation of the Phonographic Industry access to computers but also computer literacy. The last
row, (IFPI1), Internet music sales showed a consistent increase in digital transactions, adds an
economic perspective to the data share across the markets.

ICTS AND THEIR IMPACT ON THE CREATIVE ECONOMY

The general scenario of the impact of ICTs has been well reviewed; however, the specifics of this
debate — how ICTs may have a variable impact on some activities and not others — has been less
well examined. As noted earlier, it is our hypothesis that ICT development will have a
disproportionate impact on the creative economy. The reasons for this impact relate to the
specific potential for transformation of the creative-economy production processes; issues related
to the production chain will be further analysed in a subsequent section.

ICTs have enormous power to leverage the development of new links in the value chain in virtually
all creative industries, albeit at different levels. The key concept underpinning these changes is
“digital convergence”, which can be of three types: technological convergence (a shift in patterns
of ownership of media, such as film, television, music and games), media convergence (allowing
users to consume different media at the same time using a single personal computer) and access
convergence (all production and distribution of media and services are being re-engineered to
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work on a distributed network platform, i.e., everything is becoming available or doable on the
Internet).
Digital convergence and its manifestation through increasingly interlinked and interoperable
online technologies are driven by consumers and by suppliers. A recent report published by ITU
states that “...the market environment increasingly resembles a digital ‘ecosystem’ in which
companies must cooperate to provide jointly provisioned services at the same time as they
compete for resources and for markets. Equally, customers become suppliers and suppliers
become customers in evolving relationships of bewildering complexity.” From mobile content on
demand to online art auctions, the new features of the value chain emerge at a very fast pace.

DIGITIZATION

Until recently, the mode of transmission and storage of information on the creative economy was
analogue. ICTs, however, allow a new form of recording of information: digitization. Digitization is
significantly different in two ways. First, the various forms that were previously separate (sound,
images, texts) have the same basic format and are thus potentially integrated into one medium.
Thus, the same editing techniques and similar software can be used. Additionally, different media
can be combined in the same format. This integration, when based on the same platform, enables
a totally new field of convergent media. This has both artistic and business possibilities and
represents a significant field of potential innovation. Second, the common digital basis of
information allows it to be easily communicated and transferred with no degradation of the
original, in fact, in an exact copy of the original. This aspect has huge implications for the
distribution and copying of digital works (as well as the digital transformation of analogue works).
The digital format means that novel editing and integration of media, previously unimagined, can
be achieved. Again, this has opened up the possibility of altogether new art forms as well as the
transformation of existing ones.

CONVERGENCE AND NEW BUSINESS MODELS

Clearly, since much of the output of the creative economy can potentially be digitized, it is likely to
experience a disproportionate impact and transformation. Another aspect of this transformation
is the development of new business models, market structures and governance. New business
models are made possible at the simplest level by the closer integration of separate product lines
(books, films and music, for example). Of course, it is notable that the media already display a
striking concentration of ownership and power. Most major media organizations aspire to be
“convergent organizations”. The major objective is that these convergent organizations are to be
traders and users of IPR rights that may be “re-purposed” (or reused) from one medium to
another (for example, a cartoon character in a computer game, a film, a book, a toy or on a piece
of clothing). This in effect multiplies the possibilities of exploitation of intellectual property from a
single investment in addition to the traditional monopoly profits possible in the medium.

In digital terms, reproduction is infinite and incurs no extra cost per item. This therefore opens up
the possibilities for infinite expansion of markets and the reduction or lack of need for
warehousing and storage of products.

For every action, there is an equal and opposite reaction. ICTs and the creative economy seem to
form the perfect ground for the validity of Newton’s third law. The more concentrated the
audiovisual and music markets become in the hands of a few transnational conglomerates, the
more alternative business models emerge. Back in 2000, the music sector was revolutionized by
peer-to-peer file-sharing programmes such as KaZaA and Napster, which by 2001 had conquered
no less than 3.5 million users. As creativity seems to reinvent itself, a similar business model was
created with Skype. Sold to eBay for $2 billion in 2005, it is now being applied to Joost Internet TV,
with a promise to disrupt the oligopoly of the television industry. The new systems have the
potential to undermine what have become, in the last 50 years or so, the normal ways to organize,
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say, music or film production and distribution. Understandably, those corporations that currently
occupy key positions in such a system will seek to defend the “old ways”.

LOOKING INTO THE FUTURE

The emergent theme of this chapter is that the impact and effects of the adoption and use of the
ICTs are likely to be amplified in their impact on the creative economy. The precise impact is
complex, varying by industry and by the organization and means of incorporating and using ICTs in
creative production. Critically, this change opens up a window of opportunity to develop new
production and distribution systems that might promote a real expansion of democracy and
diversity in cultural productions, and to create new and interesting business models and
opportunities.

The real challenge will be to develop new forms of governance in the creative economy that will
support and encourage the positive and minimize the negative effects.

The creative industries are clearly well placed to benefit enormously from the development of
ICTs. However, there are a number of challenges that will need to be carefully managed. First, the
creative economy often lacks professionals in financing and accounting that would enable it to
approach financial institutions and claim for funding. Second, SMEs normally face legal
uncertainties relating to cross-border e-commerce and the need to keep up to date on the
dynamics of e-commerce legislation. Third, investment and commercial banks are not always
prepared to value intangible assets. This is a veritable lose-lose situation as companies find it hard
to prove the financial potential of their creative products and services and investment and
financial institutions do not increase their portfolio of clients. Smaller creative companies must
then refer to a mix of internal and external financing sources.
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INTRODUCTION

As has been argued throughout this Report, knowledge and creativity are becoming powerful
drivers of economic growth in the contemporary globalizing world. They have profound
implications for trade and development. Together with technology, they open up a huge potential
for developing countries to develop new areas of wealth and employment creation consistent
with wider trends in the global economy. For such countries to realize this potential, however,
carefully formulated policy strategies are necessary. The creative capacities of these countries can
be enhanced through strategic action by governments at local, national and regional levels and by
forward-looking cooperation in the international arena.

A wide range of measures is available to governments at all levels to stimulate the creative
economy; to reinforce the connections between the economic, technological, social and cultural
aspects of its functioning; and to promote the achievement of sustainability through linking
economic and cultural development. The policy arena within which government action dealing
with the creative economy falls is the broad area of creative-industries policy. Traditionally in
many countries, this area of policy concern has been known as “cultural policy”. Yet the scope and
coverage of the term “cultural policy” differ from country to country. For some countries,
especially in the industrialized world, cultural policy simply comprises policy towards the creative
arts. Such countries support the arts through measures such as subsidies to artists and performing
companies; tax concessions for donations to the arts; assistance to education and training in
music, drama, the visual arts and so on; and the operation of public cultural institutions such as
museums and galleries. For other countries, particularly in the developing world, cultural policy
has tended to connote principally policy towards cultural heritage. In these cases, the policy task is
seen as one of preserving or protecting both tangible and intangible cultural heritage, where the
sites, artefacts and traditions involved are vulnerable to exploitation and possible loss through
deterioration or disappearance.

Recent times, however, have seen an expansion of the notion of “cultural policy” to embrace a
broader conception of it as policy towards creativity and the creative industries. Such an
expansion of cultural into creative policy parallels the widening of the scope of the creative
economy from the traditional cultural industries, as discussed earlier in this Report. In Europe, for
example, policy interventions in support of the cultural industries began in the 1920s and were
reaffirmed in the Treaty of Rome (1957) and the Maastricht Treaty (1992), which progressively
defined the support for culture in the countries of the European Union. Originally such support
was directed particularly towards traditional art forms, but more recently, as the market economy
has grown and diversified, the scope has widened continually to embrace the audiovisual
industries, publishing, the media and so on. The Europeans have been concerned to stress the
importance of the cultural content of the output of these industries.

In line with the cross-cutting and multidimensional nature of the creative economy, cultural policy
in its broader interpretation embraces aspects of a number of other areas of economic and social
policy. Perhaps most importantly, consideration of the creative economy becomes a key element
of industrial policy, whereby industrial development strategies can exploit the potential dynamism
of the creative industries in generating growth in output, exports and employment. A positive
outlook for industrial policy in which creativity and innovation are important drivers of growth is
well suited to the contemporary economic conditions of globalization and structural change.

As discussed in earlier chapters, other areas of economic and social policy with linkages to cultural
policy include: tourism; urban and regional development (especially the “creative city” area);
cultural rights and cultural diversity; education and training; and copyright and intellectual
property. It is apparent that, if the widened scope for policy towards the creative economy is to be
entertained, it will require significant collaboration between the various ministries and
bureaucratic departments. Only by such cooperation will the full development potential of the
creative economy be realized.
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It is important to bear in mind also the international context within which policy-making takes
place. Multilateral processes are the essence of international policies and the driving force to
move forward the international economic and development agenda. These processes will be
discussed in the next chapter.

THE ROLE OF PUBLIC POLICIES

The economic role of government is conventionally taken to comprise public interventions to
promote:

o efficient resource allocation in the economy;

o full employment, price stability and external balance; and

e equitable distribution of income and wealth.

In regard to domestic policy towards the creative economy, the rationale for involvement of the
public sector can be described under several areas of intervention, as follows:

e Market failure (public goods). The cultural sector in general and the creative arts in
particular are normally regarded as a source of diffused community benefits that have the
characteristics of non-rival and non-excludable public goods. A particular public benefit of
relevance here, as discussed in this Report, is the social cohesion that can be expected to
flow from cultural activities and creative production within communities.

e Market failure (imperfect competition). If industries become concentrated to such an
extent that competition breaks down, government intervention may be warranted to
restore competitive conditions. A specific case of this in the creative economies of
developing countries may arise if global corporations producing cultural products are in a
position to monopolize local markets to the exclusion of locally produced cultural
expressions.

e Market failure (research and development). The involvement of government in promoting
R&D is justified on the grounds that beneficial externalities might be produced and/or that
the public sector may be in a better position than private companies to assume the sorts
of risk involved, with the prospect of sharing in the payoff from successful discoveries. In
the case of the creative economy, governments can and do facilitate R&D investments in
creative product development for either or both of these reasons and may undertake
strategic investments in the creative sector with the hope of “picking winners”.

e Education and training. Governments have particular responsibilities in the areas of
education, training, certification and licensing. Significant strides have been made in the
developing world towards achieving universal literacy and ensuring access to education
opportunities that are both relevant and of high quality. The resources available for
specific training programmes are, however, often very limited. For the time being, training
and education opportunities relating to the creative industries are almost entirely limited
to the major urban centres. The successful promotion of creative industries requires that
they be reflected in the national education system, which would offer targeted training
opportunities at different levels (formal, non-formal, informal) in skills and knowledge
that are relevant to professional participation in the creative-industries sector. Such
training also needs to serve as a repository of knowledge relating to the rich cultural
traditions that underpin these professions. It is also necessary to confer the status and
importance that are due these specializations through a programme of certification and
licensing designed specifically for the creative-industries sector.

e Cultural identity/cultural diversity. An area that has traditionally formed part of cultural
policy in the broadest sense has been government responsibilities for the cultural life of
the people as reflected in the traditional knowledge and the intangible cultural capital of
the community. Although there are demonstrable economic ramifications arising from
areas such as the expression of cultural identity or the protection and celebration of
cultural diversity, this is an area of policy that is generally regarded as intrinsically
important in its own right. For our purposes, it is clear that policy in these areas should
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undoubtedly be regarded as part of an overall domestic policy strategy that encourages
and supports the creative economy.

THE POLICY PROCESS

In considering the process of policy formulation and implementation in the public sector, a series
of steps can be identified that can be summarized in simple terms as the following sequence:

e Specification of objectives. This first step is critical in specifying clearly which outcomes
policy is designed to achieve.

e Choice of instruments. The guiding principle in the allocation of policy instruments to
tasks is the so-called assignment problem, whereby the most effective and efficient policy
measure or package of measures is aligned with the objective or objectives that they are
expected to achieve.

e Implementation, monitoring and evaluation. The implementation of cultural policy
requires appropriate measures to gather the data necessary for monitoring whether or
not the required objectives are being achieved, what the benefits and costs of
intervention have been, and whether there have been any untoward or unexpected side-
effects, either positive or negative.

PROVISION OF INFRASTRUCTURE

It is a fundamental function of government to create and maintain the conditions under which the
economic, social and cultural life of the citizens can prosper. This responsibility takes shape
through the ways in which the public sector provides both tangible and intangible infrastructure.
Given the predominance of the market economy as the basic form of economic organization in the
world today, the types of infrastructure required are those institutions that enable markets to
function effectively but at the same time to protect and promote the public interest.

The infrastructure needs of the emerging creative economies of developing countries arise at all
points in the value chain from initial creative production (which may be undertaken on a small
scale at the local level or on a larger scale in towns and cities) right through to marketing and
retailing. As with any other industry, the creative industries need affordable access to appropriate
space in which to work and to live, transportation, and distribution facilities. The dispersed but
interdependent nature of creativity in the creative- industry sector may make the provision of
these basic infrastructure needs more costly and complicated than for the development of more
traditional heavy and light industry. The overlap with the private infrastructure needs of the
employees and the small scale of the needs for the individual industry may, on the other hand,
balance this cost. The promotion of creative clusters is one way to overcome this cost but it may
not carry the social and cultural advantages of lodging creative industries within existing
communities.

PROVISION OF FINANCE AND INVESTMENT

Traditionally, investment in the cultural sector has directed investment and programming towards
projects, institutions and large enterprises that are all heavily dependent on public incentives and
financing. The sustainability of the creative industries depends, however, on a different and more
comprehensive model of investment. While parts of the creative economy have been very
successful in identifying funding and have become very profitable, many activities may appear to
have only a limited commercial potential.

PROTECTION OF CREATORS’ RIGHTS

Because creative industries are based on intellectual property, an important aspect of the
legislative framework for creative industries is the enforcement of IPRs relating to cultural
activities and creative goods and services. Effective intellectual property regimes that protect the
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originators’ interests and stimulate creation and innovation are therefore a pre-requisite for
access to global markets. A balance needs to be struck, however, between strengthening of IPRs
and strengthening the public domain. Ensuring that this balance is established is essential to asset
management and wealth creation in the creative economy.

ESTABLISHMENT OF CREATIVE CLUSTERS

The various subsectors of the creative economy have their own particular needs, identity and
modes of organization — the music industry or the publishing industry, for example. From a policy
perspective, however, a small-scale publisher is likely to have more needs and problems in
common with a small professional music ensemble or a small pottery and weaving business than it
has with a larger-scale publisher, wherever these creative professionals are located. Thus,
although the performance of individual drivers may differ from country to country, their impact
on the development of the creative industries may be able to be optimized through national and
regional cooperation within a cluster strategy. As discussed earlier in this Report, clustering is a
system for networking of independently functioning units that optimizes the individual unit’s
function and potential instead of exploiting them. A cluster brings together individuals and groups
that create products that compete but must also cooperate within the broader context of the
creative industries. The promotion of cluster development has proved to be an efficient way of
organizing the creative industries and the non-formal sector.

INSTITUTION OF EFFECTIVE DATA-COLLECTION MEASURES

The analysis in the Creative Economy 2008 Report points to the need for the establishment of a
methodology for the collection and analysis of universally comparable and reliable data on
creative industries that mapping studies rarely meet.

TARGETED MEASURES FOR ENHANCING CREATIVE CAPACITIES

CREATIVE ARTS

Individual artists can be seen as primary sources of creative ideas and interpreters of traditional
knowledge. As such, they are an indispensable element as the very first stage in the value chain
for most, if not all, creative products. Yet as sole traders or as workers on casual hire or short-term
contracts, they frequently lack the industrial power or business acumen to make a reasonable
living and to receive an equitable reward for their work. Areas of government assistance that are
appropriate here include:
e grants to support the creative activities of artists, provided on a project basis (for
individuals or groups) or as continuing support funding;
e assistance for education, training and skills development;
e support for artists’ organizations that can act as spokespersons, advocates and
negotiators on behalf of members; and
e copyright regulation to ensure proper remuneration for the creation of artistic works in
various art forms (see further below).

SMALL AND MEDIUM-SIZED ENTERPRISES

The prevalence of small and medium-sized enterprises (SMEs) in the creative sector underlines
the need for policy- makers to address size-related constraints. SMEs in creative industries are
susceptible to the same constraints that afflict small enterprises in other areas of the economy.
Chief among these constraints is access to finance to develop creative projects. The
transformation of creative ideas into products or services is usually capital-intensive and the cost
of technological inputs or other professional services are the subject of significant business
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components of these industries. In short, access to finance remains one of the key hurdles for
creative entrepreneurs looking to resize their creative ideas.
Other challenges faced by SMEs include a lack of business skills relating to marketing and financial
management, information asymmetries and resource constraints affecting access to up-to-date
technologies. Available information indicates that size-related constraints are an issue in
developed and developing economies.

PUBLIC CULTURAL INSTITUTIONS

Governments in most countries play an important role in the creative economy by their ownership
and operation of public cultural institutions such as art galleries, museums and heritage sites.
They are also often owners of significant tangible cultural heritage such as historic public buildings
and collections of nationally significant artworks, artefacts, etc. These cultural responsibilities of
government should be seen as integral to the creative economy, especially because of the role of
these institutions and activities in encouraging tourism, promoting social cohesion and fostering
the beneficial aspects of cultural diversity. As such, their capital and current expenditure needs
should be seen not as inessential luxury items in government outlays but as an essential
contribution to the vitality of the creative industries.

TAILORING POLICY ACTION AT THE NATIONAL LEVEL

It must be acknowledged that all countries are different and that there will not be a standard or
uniform package of policy measures that will fit every circumstance on a one-size-fits-all basis.
Nevertheless, in this chapter, we have pointed to some overall features of policy strategies that
are likely to be applicable in most developing-country situations. These are:
e the need for strengthening of the infrastructure that supports the creative economy;
e the desirability of capacity-building to ensure that countries can continue to oversee the
development of their creative economies on a sustainable basis;
e the critical role of finance and investment in areas where the government can play an
important facilitating role;
e the desirability of adopting measures to expand the exports of creative products and to
foster import replacement, especially with respect to audiovisuals;
e the need for appropriate copyright legislation and the administrative infrastructure to
provide effective enforcement; and
e the importance of protecting the fundamental artistic and cultural resources on which the
creative economy depends.
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THE INTERNATIONAL POLICY FRAMEWORK

Multilateral processes are the essence of international policies and the driving force to move
forward the international economic and development agenda. As the evidence presented in
chapter 5 shows, the creative economy is growing and innovating at an unprecedented rate in
regions that previously were lagging behind the development curve. The creative economy cannot
be seen in isolation, however.

In 2004 at the UNCTAD XI Ministerial Conference the topic of creative industries was introduced
into the international economic and development agenda for the first time on the basis of
recommendations made by the High-level Panel on Creative Industries and Development.

A High-level panel on creative economy and industries for development met on 14-15 January
2008 in Geneva as an UNCTAD XlI pre-conference event.

The panel discussed policy strategies, multilateral processes, national experiences, assessment
tools, and areas for international cooperation aiming at enhancing creative capacities in
developing countries. The panel recognized that UNCTAD’s work in the area of the creative
economy and the creative industries should be pursued and enhanced. Participants manifested
support for UNCTAD to strengthen synergies with the United Nations agencies, in particular with
the UNDP Special Unit for South-South Cooperation, UNESCO, WIPO and ITC.

The ongoing multilateral trade negotiations under the WTO Doha Development Round, launched
in 2001 and intended to be concluded in 2005, faced impasses and has remained inconclusive to
date in 2008. These negotiations involve many cross-cutting issues relevant to the creative
industries, such as trade in goods, trade in services, trade related aspects of intellectual property
rights (TRIPS) and other topics such as trade-related investment measures (TRIMs), regional
integration, competition policies and trade efficiency, with the most important among them being
special and differential treatment for developing countries.

The WTO framework deals with trade of goods and services of the creative industries, including
trade of digitized creative content associated with ICT tools. Audiovisuals, cultural and other
related services are discussed under the General Agreement on Trade in Services (GATS).
However, there are problems related to definitions. Although the term “cultural goods and
services” is the one used in WTO negotiations, there is no specific definition for “cultural services”,
which is widely considered as a subsector in the broader category of “communication services”
and very often, data for audiovisuals are credited in other sectors such as telecommunications.
This makes it even more difficult to articulate trade policies in this area.

In respect to the provisions of the TRIPS Agreement, topics relating to the creative economy such
as the protection of traditional knowledge and folklore have not received prominent attention in
the WTO Doha Round, where negotiations have focused on biotechnology and traditional
medicines. At the 2007 session of the UNCTAD Commission on Trade in Goods and Services and
Commodities, governments considered issues relating to trade in services and development
implications on the basis of a note prepared by the UNCTAD secretariat entitled “Trade in Services
and Development Implications” (document TD/B/COM/1/85), 2 February 2007.
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UNESCO CULTURAL-DIVERSITY PERSPECTIVE

The Intergovernmental Conference on Cultural Policies for Development convened by UNESCO in
Stockholm in 1998 after several years of research and preparation was part of the growing
international interest in identifying more successful models for sustainable development. The
main goal of UNESCO for the Stockholm Conference was to transform the ideas behind this
initiative into more clearly formulated cultural policies and modalities for international cultural
cooperation. The Conference concluded that cultural policies as the true driving force in cultural
diversity must foster the production and dissemination of diversified cultural goods and services,
especially in terms of the promotion of cultural industries and creative enterprise in all countries.
In recent years, the United Nations has increasingly recognized the inalienable role of culture in
development and has focused programming accordingly. The preoccupation in this regard was
summed up in General Assembly Resolution 57/249 of 20 February 2003 on Culture and
Development.

WIPO DEVELOPMENT AGENDA THE INTERNATIONAL DIMENSION OF CREATIVE-
INDUSTRIES POLICY

At the WIPO General Assembly in 2004, two developing countries, Argentina and Brazil, put
forward a proposal to introduce a Development Agenda for WIPO,20 with a view to addressing
the needs and concerns of developing countries with regard to IPRs. Another 12 developing
countries supported the proposal and negotiations have started. In June 2007, WIPO Member
States reached an agreement on a WIPO Development Agenda, a set of proposals aimed at closer
integration of the development dimension into policymaking in the field of intellectual property
protection. The 45 agreed proposals recommended to the WIPO General Assembly for action are
grouped into the following six broad clusters:

e technical assistance and capacity-building;

e norm-setting, flexibilities, public policy and public domain;

e technology transfer, information and communication technologies and access to

knowledge;

e assessment, evaluation and impact studies;

e institutional matters, including mandate and governance; and

e otherissues.
Among the agreed proposals, many make direct reference to the creative industries or to
copyright and/or the protection of creative works.

UNDP: ENGAGING DEVELOPING COUNTRIES IN THE CREATIVE ECONOMY FOR
DEVELOPMENT

The UNDP Special Unit for South-South Cooperation was established by the United Nations
General Assembly in 1978 to promote, coordinate and support South-South and triangular
cooperation worldwide and to facilitate the activities of the United Nations system in South-South
initiatives.

ITC: CREATING BUSINESS OPPORTUNITIES FOR CREATIVE INDUSTRIES

The International Trade Centre (ITC) is a joint technical cooperation agency of UNCTAD and WTO
for business aspects of trade and development. Its efforts in helping the developing world have
traditionally included the export of craft products. This traditional ITC contribution in the domain
of creative expression will be pursued while opening up to, and progressively embracing, new
creativity forms in order to help other creators export their art. The focus of ITC is on the craft and
visual arts in developing countries and economies in transition.

ITC assistance is concentrated in three main areas:
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e Markets: Facilitating access by the craft and visual arts enterprises to distribution
networks in importing markets, particularly by leveraging new information technologies to
streamline their supply chains and promote their production abroad;

e Protection: Spreading understanding of the principles of marketing and of the intellectual
property system along with recognition of the value of intellectual property issues in
marketing, and providing practical guidance in the proper use of them;

e Collection: Soliciting and facilitating the gathering of international sector-specific data for
market analysis.
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LESSONS LEARNED

Countries in both the developing and the developed world are enormously rich in cultural
diversity and creative talent. Their traditions provide a unique heritage of music, craft, visual art,
rituals, dance, performance, story-telling and cultural practice. All of these manifestations of local
and national cultures are assets, representing the indisputable cultural capital, both tangible and
intangible, on which the lives of the community are founded. These assets can, in turn, give rise to
a complex array of creative products — goods and services (both commercial and noncommercial)
with cultural content that are expressions of the creativity and talent of the people.

In addition to their role as essential expressions of local, national and regional cultures, however,
these creative products and activities have real potential to generate economic and social gains.
The production and distribution of creative goods and services can yield income, employment and
trade opportunities, promote growth and development, and foster social cohesion and
community interaction. Globalization and the rapid uptake of new ICTs have opened up huge
possibilities for the commercial development of creative products. Indeed, it is the adoption of
new technology and a focus on market expansion that are distinguishing characteristics of the
creative industries as dynamic sectors in the economies of the industrialized world.

MAJOR FINDINGS

DEFINITIONS AND CONCEPTS

Definitions of the “creative economy” may vary, but it is generally agreed that at the heart of the
creative economy lie the creative industries. There is no single agreed definition of the “creative
economy” or the “creative industries” although clearly, they embrace the concept of “creativity”
as an essential characteristic. In the contemporary world, creativity is often referred to as a key
resource in the knowledge economy, leading to innovation and technological change and
conferring competitive advantage on businesses and national economies. The association of
creativity with commodities gives rise to a class of products known as “creative goods and
services”, of which, many believe, “cultural goods and services” constitute a subset formed by
products with artistic or cultural as well as creative content. This in turn enables the definition of
“creative and cultural industries” as those industries producing creative and cultural goods,
respectively. Different models of the creative economy have different ways of identifying and
classifying the creative industries, though for the purposes of this Report, the following groups of
industries are included:

e cultural heritage;

e visual and performing arts;

e audiovisual industries;
publishing and printed media;
new media; design; and
e creative services, including advertising and architecture.

CROSS-CUTTING LINKAGES

The “creative economy” is a multidimensional concept with linkages to a number of different
sectors in the overall economy. Different approaches to lead to different emphases on its various
aspects. For example, a sociological approach has examined the notion of a “creative class” in
society, comprising professional, scientific and artistic workers whose presence generates
economic, social and cultural dynamism. Other approaches have stressed the role of culture in
terms of social empowerment. Even beyond urban planning circles, the concept of the “creative
city” has become established, while geographers focus on the locational aspects of creative
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activity in the form of creative clusters, networks and districts. The multifaceted nature of the
creative economy means that it cuts across a wide range of areas of economic and social policy in
addition to any intrinsic value. Thus policy-making in relation to the creative economy is not
confined to a single ministry or government department; rather, it is likely to implicate a number
of different policy fields, including:

e economic development and regional growth;

e urban planning;

e international trade;

e labour and industrial relations;

e migration;

e domestic and foreign investment;

e technology and communications;

e artand culture;

e tourism;

e social welfare; and

e education.

THE CREATIVE ECONOMY IN THE DEVELOPED WORLD

In the developed world during the 1990s, the creative industries grew faster than other sectors,
including services and manufacturing. One of the major drivers of this growth was the
extraordinarily rapid pace of technological change in multimedia and telecommunications that
occurred during this period. In particular, digital technology opened up a range of new media
through which cultural content could be delivered to consumers, and the creative industries
responded by supplying an ever-widening array of creative products to the market. On the
demand side, rising real incomes among consumers in developed countries, coupled with
changing preferences for modes of cultural consumption, helped to sustain the growth of the
creative economy. By the middle of the first decade of the new millennium, the proportion of GDP
contributed by the creative industries in developed countries averaged around 3 to 6 per cent. For
example, recent estimates collated by OECD for member countries indicate that the creative
industries in France and the United States made up about 3 per cent of gross value added in 2002-
2003 and almost 6 per cent of gross value added in the United Kingdom.

THE VALUE CHAIN FOR CREATIVE PRODUCTS

It is essential to understand the value chain for the production and distribution of creative goods
and services in order to determine optimal points of intervention for policy initiatives designed to
boost the creative economy. A systematic understanding of who the stakeholders in the creative
economy are, how they relate to one another, and how the creative sector relates to other sectors
of the economy is critical for informed policy-making.

One tool that has proven useful for studying the creative economy is value-chain analysis, which
depicts the progress of creative goods from an initial idea through to final consumption. In
particular, it is important to examine the early stages in the chain, i.e., to understand the structure
of the production sector for creative goods and services. Production units in this sector range from
individual artists and producers on the one hand to large transnational corporations on the other.
In between are small and medium-sized enterprises (SMEs), which, in many developing-country
situations, comprise the most significant element in terms of volume of output and levels of
employment and community engagement. In a number of instances, these businesses offer the
best prospect for combining economic revenue potential with the development of authentic
cultural symbols and traditions, for example in the production of craftware, fashion products,
music recordings, etc. Indeed, SMEs may become the cornerstone of locally based strategies for
sustainable development of the creative industries, enhancing the economic, cultural and social
life of the community. Value-chain analysis also enables identification of creative products and
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services with particular competitive advantages or that are capable of being developed as niche
markets in particular situations.

Reliable data on the creative economy — on its inputs, outputs, value of production, prices,
employment and trade — are in short supply among developing countries, and there is an urgent
need to improve statistical collections as a basis for formulating creative-industry policy. The lack
of a tradition for economic valuation and measurement in the cultural sphere, combined with
difficulties of definition in the realm of cultural activities and creative goods and services, has
meant that there has been a dearth of reliable indicators on which to base assessments of the size
and scope of the creative economy. Moreover, the rapid pace of technological change has made it
difficult to keep abreast of new products and services constantly coming onto the market.

Thus at present, we have only a limited set of measures of creative-industry output, employment
and trade.

Despite the problems in measurement, it is possible to assemble consistent data on trends in
exports and imports of creative products classified by region and by product category. In a
pioneering exercise, the Creative Economy 2008 Report presents a universal comparative analysis
of trade in creative goods and services, based on national trade statistics that can serve as a
starting point in the development of more comprehensive and more transparent statistical
collections. This exercise draws attention to the complexity, the heterogeneity and the
multidisciplinary nature of the creative economy and points to the difficulties in conceptualizing,
classifying and measuring production and trade of the creative industries. The actual figures for
trade are without doubt an underestimate and skewed towards production, as this is where data
collection concentrates.

As noted earlier, a major driver of the growth of the creative economy worldwide has been the
advent of new information and communication technologies (ICTs). Of course, ICTs benefit the
whole economy but their role in the creative industries is of particular significance. They offer new
distribution channels for creative content; allow the adoption of innovative entrepreneurial
business models; and strengthen the links between creativity, culture, technology and economic
development.

POLICY TOWARDS THE CREATIVE ECONOMY

The cross-cutting nature of the creative economy means that policy development for the creative
industries must be formulated on a coordinated interministerial basis. The range of instruments
that can be used by policy-makers in charting development strategies for the creative industries in
developing countries is wide indeed. In broad terms, the need is for infrastructure development
and capacity-building to reinforce the operation of fiscal policies, competition law and intellectual
property regimes in addition to traditional debates about intrinsic value. In more specific terms,
policy initiatives may be undertaken in:
e mapping of inventories of cultural assets and creative industries; SME business
development and finance (e.g., micro-finance);
e copyright legislation and enforcement; support for artists and the arts, both direct (via
fiscal means) and indirect (through encouragement of private sector support);
e conservation of tangible and intangible cultural heritage; expansion of digital capacity and
know-how;
e market development, both domestic and export;
e tourism promotion; education, training and skills development;
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e and industry assistance (e.g., via investment incentives, tax concessions, etc.).
As a result, policy development cannot be confined to a single ministry but requires co-ordinated
action across a range of ministerial responsibilities, and although mainly urban in location, it is
important in rural areas, too. The appropriate development paradigm is one based on sustainable
development measured in economic, cultural, social and environmental terms. Only by adopting
such a paradigm shift can we recognize the breadth and depth of the potential contribution of the
creative industries to developing countries.

INTERNATIONAL CONTEXT

The creative economy features in a number of arenas of international policy-making. The
challenge is to create a positive environment to optimize the potential of the creative economy
for development gains. Moreover, given the multifaceted and multidisciplinary nature of the
creative economy, governments can benefit from synergy and expertise from the United Nations
system to analyse key issues to assist them in policy formulation.

The key messages of the Creative Economy 2008 Report can be summarized as follows:

e Evidence shows that trade in creative goods and services is important to the economies of
developing countries, and the importance of this trade high- lights the strength of the
creative economy in many parts of the developing world. Despite the difficult obstacles
that many developing countries face in accessing global markets for creative products
there is the potential for looking to export expansion as a source of growth for the
creative economies of these countries.

e Policy strategies to encourage the development of the creative industries in Southern
countries must recognize the cross-cutting and multidisciplinary nature of the creative
economy, with its widespread economic, social and cultural linkages and ramifications.
Key elements in any package of policy measures are likely to emphasize the “creative
nexus” between investment, technology, entrepreneurship and trade.

e Evidence-based policy-making is hampered at present by a lack of comprehensive and
reliable data on the various dimensions of the creative economy. Progress can be made in
assessing production and trade in creative products in developing countries using existing
statistical sources. Further progress, however, requires the development of new models
for gathering data (qualitative and quantitative) concerning the creative industries and
how they function within the economy as well as improvement in the quality of current
data-collection processes.

e Current IPR legislation has not been able to avoid economic asymmetries. Therefore,
efforts to enforce IPR regimes should ensure that the interests of artists and creators from
developing countries are duly taken into account. Intellectual property should provide a
stimulus to creators and entrepreneurs in the form of a tradable economic asset that is
instrumental to enhancing the potential of the creative sector for development.

POLICY OPTIONS

As already emphasized through the overall analysis of this Report, the creative economy
represents a positive-sum game for both developed and developing countries. Creativity is found
everywhere in the world and is an inexhaustible resource. However, it can be argued that some
countries have been greatly benefiting from the dynamism of the creative economy while the
great majority of developing countries are not yet doing so.

A number of questions have been raised but there are no simple answers nor a unique recipe.

As evidenced by the analysis of this Report, markets alone are unable to correct the imbalances
affecting the functioning of global markets for creative products. Distortions in the market
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structure of most creative sectors, which in general is highly vertically integrated, pose problems
of distribution and market access for the participation of developing countries in international
trade. Therefore, the role of governments is crucial for the formulation of public policies to
nurture a solid, self-sustainable creative economy able to compete at the multilateral level. The
main point is not whether governments should be leading or responding to calls from their
creative industries but how to put in place a plan of action and effective mechanisms to articulate
tailor-made policies to stimulate creativity and improve the competitiveness of creative products
with the best competitive advantages in world markets while preserving cultural identity.

ROLE OF CREATIVE ENTREPRENEURS

All creative activities involve a high degree of risk. The success or failure of a creative product is
difficult to predict. Artists and creators are rightly concerned with their own creations and in an
ideal environment should not be distracted with marketing and business aspects. However, in an
increasingly flexible structure peculiar to the creative economy, independent artists and creators
are becoming much more autonomous and compelled to deal with business aspects in order to be
able to survive from the commercial activities resulting from their creations. Furthermore, the so-
called creative workforce nowadays has a high level of education and good knowledge and skills to
make use of new ICT tools and the emergence of new business models (see chapter 8). In this
changing environment, the role of the intermediaries is gradually disappearing or being replaced
by that of the infomediaries, and creators are increasingly recognizing the importance of
developing creative entrepreneurial skills with a view to combining art, creations and business.
Moreover, as the large majority of creative industries are small if not micro enterprises, special
attention should be given to the development of the SMEs, with a view to ensuring their survival
and sustainability. These micro businesses have the capacity to create jobs and stimulate
employment and income-generation despite the market-entry barriers they face. Therefore, it is
imperative to promote cultural or creative entrepreneurship through specific vocational-training
initiatives. Creative practitioners can enhance their capacities through different types of training
through capacity-building activities such as formal professional education, informal training and
specific training programmes.
The main areas with which creators should be familiarized include:

o employment, wages and working conditions, including contracts and regulations;

e financing instruments and access to credit and funding for creative or cultural projects;

e protection for IPRs, in particular copyright legislation;

e new technologies and ICT tools for creation, production and distribution of creative

content; and
e continuous learning in their respective fields for upgrading of know-how.

ROLE OF CIVIL SOCIETY AND THE PLACE OF STRATEGIC ALLIANCES

As most creative industries are fragmented for the reasons mentioned above, the forging of
strategic alliances to facilitate interactions with all stakeholders is important in order to overcome
constraints due to a small size. Efforts should be made to promote dialogue, synergy, exchange of
experiences, etc. Artists and creators, whether working independently or in creative enterprises,
should build alliances with the following:

e agents from government, both public and semi-public sectors;

e private-sector and profit-led enterprises and business groups, potential sponsors, etc;

e |obbying groups, federations, professional associations and unions; and

e non-profit organizations such as foundations, NGOs and academia.

THE WAY AHEAD
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In this concluding section, an attempt is made to sketch a future course of action by the
international community to support developing countries in their efforts to enhance their creative
economies for development gains.

REDEFINING PRIORITIES

From the research undertaken, it was clear that, at that stage, owing to the absence of a satellite
account for capturing quantitative and qualitative data for culture and the creative sectors, the
only benchmark for tracing the economic impact of the creative economy on national economies
was trade data. This was the case despite the current gaps in reporting as well as in the level of
disaggregation of the statistical classification codes resulting from methodological and conceptual
inconsistencies. Consequently, the focus of the research has shifted from the economic indicators
of the initial overall mapping and assessment exercise towards the analysis of international trade
flows of creative goods and services. Certainly, the impact of the creative products on the trade
balance of individual countries is a meaningful and probably more convincing, evidence-based
economic indicator that is able to influence policy-making particularly because it shows that in
broad terms, developing countries have impressive trade deficits as regards creative products.

ROLE OF INTERNATIONAL COOPERATION

In conclusion it can be said that this exercise was a concrete illustration of how international
cooperation by the United Nations system can be used to assist governments to better grasp the
overall interactions of the creative economy and to identify areas for future policy-oriented
analysis. Synergy among the five collaborating agencies has improved and there is a better
understanding of the complementarities of the competences and mandates of each organization.
This study has also helped to consolidate the work of each institution in areas relating to the
creative economy, paving the way for enhanced cooperation in this area. This cooperative effort
can serve as an example for intra- and inter-country cooperation involving various ministries and
other development actors.
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