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Introduction

To increase the competitiveness of countries and regions, more and more attention has to be paid to economic development based on creation, innovation and knowledge, and to adding value to products and services through creation. Analyses of economic processes in developed countries show a steady trend – classical processing industry is moving out of these countries to less developed regions (Asia, India, South America). Today, developed countries engage only in the more creative activities: blueprints, engineering design, industrial design, layout design, project management, marketing. Creation-based economy is now considered to be an integral whole with partly overlapping clusters. 

Studies to map and analyse creative industries were first used in the 1970s. Various terms have been used to describe the object of such research – cultural industries, copyright industries, creative industries. The diversity of terms derives from the many-faceted nature of the area – it is related to culture, economy, copyright, creative people.

Countries have used different approaches to define creative industries, varying in response to the local conditions. In general, creative industries is a term that defines a new rapidly growing economic sector in the world. Successful industrial countries have re-arranged their economic statistics and separated a sector from it. This sector is collectively called, depending on the country, creative industries (the UK, Australia, New Zealand, Singapore) or cultural industries (Finland, Germany, Spain, Japan, China, South-Korea).

Based on the definition developed in the UK, creative industries have been defined in Estonia as follows:

Creative industries is an economic sector that is based on individual and collective creativity, skills and talent and is able to create welfare and jobs through creating and using intellectual property.

Countries presume in mapping their creative industries that measuring of creative industries helps to develop the economic and cultural policy for the country and to create a favourable environment for the effective functioning of this economic sector.  It is also necessary to take into account the special role of creative industries in shaping the values in society, in educating and socialising the people.


This survey is a part of the creative industries research conducted in Estonia. It was managed by the Estonian Ministry of Culture and funded by the Cultural Endowment of Estonia and the Estonian Ministry of Economic Affairs and Communications. The survey included the following stages:

· Mapping creative industries as an economic sector (turnover, employment rate, organisational structure, strengths, weaknesses) (responsible person: the Estonian Institute of Economic Research)

· Needs and opportunities for state support and guidance to creative industries (responsible person: the Estonian Institute for Future Studies).

The survey aims to propose, on the basis of its results, policy measures to support creative industries, and to identify the primary issues and problems of creative industries that need further attention and research.

Mapping the Estonian creative industries 

Commissioned by the Ministry of Culture (the Client), the Estonian Institute of Economic Research (EIER) developed, in April-June 2005, a methodology for mapping the creative industries. As there were no completed studies in Estonia in this field at that time, research experience of other countries was taken into account when selecting a methodological approach.

The Client’s terms of reference divided creative industries into the following (sub)areas:

	AREA
	SUB-AREA

	ARCHITECTURE
	· architecture, engineering design, interior architecture 

· landscape architecture

	AUDIO-VISUAL AREA 
	· film and video

· broadcasting (television, radio)

	DESIGN
	· industrial design

· unique design 

	PERFORMING ARTS 
	· theatre

· dance

	INFORMATION TECHNOLOGY
	· entertainment software

	PUBLISHING
	· literature

· journalism

· printed matter, brochures

	ART
	· fine arts

· applied arts

	MUSEUMS
	· central museums

· local museums

· museums of collections

	MUSIC


	· classical music

· popular music

	ADVERTISING
	· advertising and media agencies 


Inevitably, when mapping the creative industries we had to take into account some restrictions related to the availability of information, as well as the time span and budget for the survey.

In the framework of this survey creative industries were analysed with the following restrictions:

1. Involved were professional creative industries, i.e. entrepreneurs (including self-employed persons), agencies and creative people who sell their creations (services and goods) and earn their primary income from it.

2. Those creative industries based on professional education were analysed. Therefore, hobby drama groups, choirs, dance troupes, painters, handicraft makers, etc. were not considered. These people engage in creation mainly to earn additional income or simply for fun (often financing their hobby themselves). Elementary skills are obtained at school, being an “apprentice” to a teacher, or by self-tuition. This survey focuses primarily on such creators who have acquired secondary or higher education in their respective fields. Naturally, each field of creative industries is different. For example writers may have varying educational backgrounds and in some specialities it is possible to become a top professional without having a specific education at all (e.g. advertising, film). In such a case, belonging to a professional society was a selection criterion because this is one of the professional certificates for a creative person in Estonia.   

  3. Involved were companies that engage in creative industries as their main field of activity and produce and offer products/services that are mainly based on authors’ creation.

The following was identified as a result of studying information sources:

· Registers that systematise state statistics (NACE, EMTAK) are based on the economy of the past millennium and do not quite enable us to describe today’s globalising and integrating economy. Many new professions, occupations and types of companies are not included in the registries (e.g. designer, project manager, copywriter, modern dancer, organisation of concerts, media agencies, etc.);

· The existing state statistics is often contradictory and information sources give different figures about one and the same creative sector;

· The Commercial Register is deficient and contains a lot of misleading information (companies are registered under incorrect codes of field of activity);

· In many fields there is no state statistics at all (design, music, dance, fine and applied arts, information technology, etc.);

· Professional associations do not usually have an overview of the whole sector; they only know about their own members; they do not have information about economic activities;

· Associations of enterprises do not want to share the financial information that they possess, considering this a commercial secret. For example it is not possible to say based on correct statistics how many audiotapes are produced and sold in Estonia, how many performers are involved in popular music concerts or what is the turnover of such concerts.

All the above aspects hinder the mapping of creative industries and developing adequate state support measures (it is difficult to support something about which there is no objective analysis). Thus, one of the most important steps to be taken by the state should be to rearrange the statistics about creative industries and to establish specific ways and methods for gathering information. One-time surveys focused on mapping the creative industries can by no means replace the need to gather the most important economic information about these sectors regularly. 

In this research the data of 2003 were used primarily because that was the most recent year of relatively comprehensive information. Where possible and when necessary, earlier and later periods have been added. If for one area there were different statistical data then the expert group of EIER calculated the most probable figure that matched the other indicators characterising that area.

VOLUME OF CREATIVE INDUSTRIES IN ESTONIA 

The mapping of the creative industries showed that in 2003 more than 20,000 people were working in the Estonian creative industries, accounting for 3% of the active population. 

The largest number of people was engaged in publishing – 5,600 employees. Companies creating entertainment software employed the smallest number of creative personnel (150 employees) (TABLE 1). The figure includes also other personnel employed by companies and agencies operating in creative industries.    

More than 2,300 companies engaged in creative industries in Estonia, constituting about 6% of all the operating businesses in Estonia in 2003. The operating creative industries companies are in majority micro-companies (fewer than 10 employees); medium (50-249) and large companies (250 and more employees) accounted for only 8% of all them. In 2003, the average number of staff working in a company was eight people. Therefore, small businesses are dominating in the creative industries sector. In 2003, the register of tax-liable self-employed persons of the Tax and Customs Board included 50,000 persons; about 2,500 of them operated in creative industries.

In the area of museums and performing arts people also worked in state agencies and foundations. Some creative people worked in non-profit organisations or by one-time employment contracts; however, there is no statistics in Estonia about them.

The sales of the creative industries companies and individual creative people was more than nine billion kroons in 2003, making up 3% of the net sales of Estonian companies (by the data of the Estonian Statistical Office the total turnover of Estonian companies was over 354 billion kroons). However, there are no data on the added value created by creative industries companies but presuming that this sector creates as much added value as other economic sectors it may be estimated that creative industries give about 3% of the Estonian GDP. 

The Estonian economy has grown rapidly in recent years. In 2002, the real growth of GDP amounted to 7.2%, in 2003 to 7.0% and in 2004 to 7.8%. Among the sectors of creative industries the areas operating under free market conditions (architecture, advertising, printing) have grown the fastest and the areas that largely depend on budgetary support (museums, theatres, classical music) have developed at a lower pace.   

Compared to the outstanding export figures of the United Kingdom, the export volume of Estonian creative industries was small in 2003. The publishing (export about one tenth of the sales) and advertising sectors (export in 2003 gave about one fifth of the sales) were able to export more. Some areas of creative industries that are closely related to national culture and language, such as performing arts, broadcasting and museums have very little export due to their specific character.  However, in some areas the export volume could be higher – in architecture, design and film and video. 

Table 1

General information on the Estonian creative industries in 2003 

	AREA
	Number of companies
	Number of employees
	Net sales (billions of kroons)

	
	
	
	

	ARCHITECTURE
	467
	2,030
	800

	FILM AND VIDEO
	93
	650
	245

	BROADCASTING
	82
	1,080
	717

	DESIGN
	173
	400
	134

	PERFORMING ARTS
	47
	2,110
	450

	ENTERTAINMENT IT
	9
	150
	62

	PUBLISHING
	410
	5,600
	3,298

	ART
	68*
	600
	75

	MUSEUMS
	200
	1,490
	270

	MUSIC
	270
	4,000
	1,500

	ADVERTISING
	488
	1,920
	1,934

	Total 
	2,307
	20,030
	9,485


*number of galleries

In addition to those of creative industries mapped under this research (as noted above, it amounts to 3% of the 2003 GDP) many other people in Estonia are directly or indirectly related to this sector.  For example, the survey did not cover hobby artists, hobby musicians and dancers, handicraft makers, networks of hobby groups, culture houses and children’s music and dance schools. These areas do not create a substantial added value in the pure economic sense but the whole professional creative industry would not be able to exist without the wide circle of amateurs and an educational system that takes care of succession. 

Architecture

Estonian architecture has long traditions and many employees. The rapid economic growth and the construction boom in the recent decade have offered many opportunities for architects in the domestic market. In 2003, 467 companies with more than 2,000 employees operated in this area in Estonia and the sector’s turnover was 800 million kroons. The export volume of Estonian architects is small. The biggest problems for architects are the imposed wishes of developers and the inconsistency and short-sightedness of municipalities in compiling and implementing detailed and master plans. On the other hand, consistent and up-to-date preparation and high quality of specialists are the strengths of Estonian architecture.  

Design

Estonian companies pay too little attention to innovation and development. As design is often an organic part of product development, the opportunities offered by design are only weakly used in most cases. The Estonian processing industry employs only about 140 designers and when businesses turn to design offices for assistance, they most often order package and brand design and not full solutions and product design. In 2003 there were 173 design offices in Estonia, employing over 400 people. The turnover of companies specialising in design was 134 million kroons in 2003 but designers also worked in advertising agencies and co-operated with architects and applied artists.

For the designers the small demand in the domestic market is the biggest problem. Also, the small size of design companies is a drawback, as well as lack of co-operation among them and lack of design managers.

Still, Estonian designers are of high professional quality and sell their works, due to the low interest and purchase power in the local market, to foreign countries.

Audio-visual area

The audio-visual area is divided into two major groups:

-    film and video

· broadcasting (radio, television).

In 2003 93 companies operated in the field of cinema and video films in Estonia. They employed more than 650 people. The total sales of this sub-area amounted to 245 million kroons. Chronic lack of funds is the main problem. The strengths of this area are long traditions and professional staff. This sub-area would be more competitive and would export more if there was a sound stage in Estonia and the service could be offered to foreign companies.

Broadcasting in Estonia has experienced explosive growth during the past ten years. Instead of the few Soviet-time television and radio channels there were 82 broadcasting companies with sales exceeding 700 million kroons in Estonia in 2003. Small market niches due to the smallness of the market and split audience is the biggest problem for the broadcasting area. However, the broadcasting is supported by Estonia’s liberal legislation and economic environment and positive attitude of the public to mass media.

Performing arts

In this research performing arts have the following sub-areas: 

· theatres

· dance

· circus

 Estonian theatre art has a long tradition and is the area of creative industries that receives the highest share of state funding. In 2003 there were 19 state supported theatres in Estonia; about 60% of the budget of theatres was covered by the state. Theatres employed over 1,700 employees in 2003 and the total turnover per year was more than 400 million kroons. 

About 400 people were active in the dance sub-area, scattered over theatres, studios, projects and schools. There was only one company operating in the circus sub-area but it co-operated actively with other creative areas and reached a turnover of 10 million kroons in 2003. Problems in performing arts are related to weak marketing and high workload of the creative personnel.

Publishing

Publishing is the most extensive sub-area in Estonian creative industries. Estonian people have always loved to read both fiction and journalistic publications and the number of titles has increased rapidly during the past 10 years (however, circulation numbers have dropped). The total number of publishing companies in 2003 was 410, employing more than 5,000 employees. Most of them worked in printing houses (over 2,300 employees).  Total sales of the publishing sector was 3.3 billion kroons in 2003; of that, printing constituted 1.6 billion and journalistic publications 1.2 billion kroons. 

The sector’s strength lies in the modern printing and layout techniques. The market grows together with the income of the population. However, the smallness of the Estonian-language market is a problem for the whole sector. To compensate for that, more sub-contracting and export opportunities should be sought.      

Arts

The fine arts are an unorganised sector and consist of individual artists. Artists sell their works through galleries (there are about 70 of them in Estonia) or directly to the client. Expert estimates show that the sales of fine arts through galleries amounts to 21 million kroons per year; galleries sell about half of the professional art creations. Galleries employ about 100 employees. During the last 45 years about 1,800 professional artists have majored in art-related specialties; about 600 artists are active in their respective fields. 

The strength of the sector lies in the high reputation of Estonian art abroad and the well-functioning international relations. In 2004 Estonian art works worth about 11 million kroons were sold to foreign countries. The weakness of the area is that there is a lack of managers supporting art sales.

Production and sales of entertainment software 

Among the large number of Estonian IT companies only eight engage in entertainment software. Some of these companies are successfully selling their programming by sub-contracting to foreign countries, others engage in importation of games, translating them into Estonian and selling them in the Estonian market. This sector employed 150 people in 2003, and the total turnover amounted to 62 million kroons by expert estimates. This sector grows rapidly, has a good export potential and would need state support primarily for developing IT education.

Music

Music is a field of creative industries that has enhanced the profile of Estonia internationally. Estonian classical music composers and performers are highly recognised in international concert life and are in demand by producers and consumers of records.

Music is a field that helps to promote the Estonian tourist sector. Many tourists go to popular music concerts of foreign performers and to operas of the Estonian National Opera.

Unfortunately, music is a sector that has practically no economic statistics. Professional associations are not interested in making their information public. Thus it is only possible to indirectly derive that there were about 4,000 professional musicians in Estonia in 2003. Expert estimates show that the annual turnover was about 1.5 billion kroons.

Active music life with long traditions, a well-established musical education network, high quality musicians, national concert organisations and state support to classical music are the strengths of the sector. Estonia’s economic growth and increasing income of the population have also supported the development.

The sector’s weaknesses are: the smallness of the market for classical and popular music; lack of managers and support facilities (international marketing, distribution, production, statistics) for professional musicians, impeding international success; low co-operation ability inside the sector and attaching different value to different music styles.

Museums

In 2003 there were about 200 museums in Estonia with 1,500 employees. The turnover of museums was 270 million kroons. There were 31 state museums; most of their expenses are covered from the state budget. Estonian museums are important for the tourist sector and education of children.

The Estonian museums have valuable collections and are strong in exhibitions. However, lack of resources for making investments and carrying out the main activities of museums is a weakness.

Advertising

In the rapidly developing economic environment the professionalism and sales of Estonian advertising agencies have grown fast. In 2003 there were 488 companies in the Estonian advertising sector, employing almost 2,000 people. The sales of advertising agencies amounted to 1,934 million kroons. The companies have high creativity and are internationally competitive. Lack of creative personnel with proper education is the biggest problem.
It is clear that it is difficult to measure and assess creative industries because creative work, its cultural and mental values and indirect effects on the health, working capacity, recuperation, and activity of people and on the environment do not manifest themselves only in economic and statistical indicators like profit, number of audience, or number of concerts/performances. Creative industries as a whole have to shape the environment and conditions to promote the creativity of the whole society (and through that, the more complete and interesting life of every individual). Estonia’s international image and attractiveness to foreign investors will also improve through the development of creative industries.   

The state has the opportunity and obligation to promote an environment suitable for creative work in every possible way. At that, it is difficult to support and develop something that cannot be described and analysed. The authors of this research hope that this work is a small step in the difficult path of mapping and analysing the Estonian creative industries.

It appeared during the work that all sectors of creative industries would need a more thorough analysis. Thus, the funds and time allocated for the whole survey could have been spent on a deeper analysis of one sector only (Latvian researchers under the same programme decided to do so and focused only on the film sector). Also, creative industries can be studied as a factor supporting regional development (the approach of our Lithuanian colleagues). 

The research also reveals that the whole Estonian cultural statistics needs to be changed and re-arranged.

Creative industries form 3% of the Estonian economy but its importance, competitiveness and integration to other economic sectors will most probably significantly grow in the future.

It may be presumed that in the next five years creative industries will grow together with the overall economic growth of Estonia. The increased real income of the population makes it possible to spend more on culture, resulting in the growth of the domestic market. However, in order to decisively increase the share of creative industries and develop export opportunities more efforts have to be made to train people in the cultural sector by teaching them the fundamentals of economy, marketing and sales so that they would be able to sell their creative works and cultural services.

Better co-operation among various sectors of the creative industries and other economic sectors is also critical for future success. For example it would be possible to promote Estonian tourism by offering additional cultural services to foreign tourists. Product design should be an organic part of the product development and innovation in industrial companies.  Museums, exhibitions, IT and the film sector should have much closer co-operation with the education sector, etc. 

Closer co-operation among specialists of the creative industries and companies is also important. To get orders from abroad and to fulfil them a certain “minimal capacity” is required, and considering the smallness of Estonian companies such capacity can be reached only when companies merge or co-operate.    
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