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Ladies and gentlemen

1. Introduction

Culture can be regarded as a public good and assiivie externality,
because increased cultural activities result incaendliverse society and
offer more possibilities for a happier life. Pubpoograms in support of
cultural activities for the purpose of increasingsiive externalities are
often very effective.

One of the problems of attaching a price labeluituce is that its value is
not always obvious, and the value may change froengeneration to the
next.

UNESCO has defined culture for the purpose of mad#onal economic
statistics, dividing the concept into nine categericultural heritage,
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printed matter and literature, music, performingsaraudio media,
audiovisual media, social activities, sports/gamesand
environment/nature.

2. Economic contribution

The percentage distribution of GDP by some industri es 2003 in
Iceland
Trade, restaurants and hotels ‘ ‘ ‘ 11,7%
Fishing and fish processing | 9,6%
Construction | 9,3%
Transport and communication | 1, 7%
Cultural activities 4,0%
Electricity and water supply —|3,4%
Agriculture :Il,AL%
Aluminium and ferro-silicon proc. 4:|1,3%
0% 2% 4% 6% 8% 10% 12% 14%
The percentage of GDP (%

The contribution of cultural activities to GDP iggher than one might
expect. Culture contributes more to GDP (4%) thgncalture (1.4%)
and electricity and water supply (3.4%). The eigidustries shown in
this figure contribute 48.4% to GDP in Iceland.

Printing and publishing has the biggest share withe cultural sector,
followed by theatre, orchestras and other actwiteartists. The creation
of artistic works constitutes primary productionyt iheir contribution

Increases many times through exhibitions, printng over a period of
many years, decades or even centuries after thginal production. The

number of books published in the Nordic countries 000 inhabitants
is by far the highest in Iceland, at more than dieudnd theatre visits and
museums Vvisits per capita are highest in Icelarfte Thternet is an

important medium for distribution of culture. Thetdrnet access in the
home in Iceland is the highest of all EU and EFDAmtries in 2001.

Most of enterprises involved in cultural activitieslceland are SMEs or
micro-enterprises. Of cultural enterprises in Iodla79% have 1-5
employees, 16% have 5-20 employees and 5% have thare 20
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employees. In fact, most enterprises in Icelandsarall or medium sized.
Enterprises with fewer than 20 employees are deéfine SMEs in
Iceland. The business activities of artists arquently carried out in very
small units or organizations.

3. Public expenditureson cultural activities

This figure shows the expenditures of the genevaeghment, i.e. central
government and local government, to culture indodl from 1980 to
2001 at 2001 market prices, and the share of tepsading in total
expenditures and in GDP.

Contribution of general government to cultural activ ities
300 1980 to 2003 in Iceland
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The general government expenditures on culture haueased greatly
from 1980 to 2001. Expenditures increased fromlobikrénur to 19

billion kronur. The percentage of total spendingudture rose from 4.1%
to 6,2%. The share of GDP increased from 1.4% @&&02 About 60% of
spending to culture is through local government atdut 40% are
received from central government.
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This figure shows the expenditures of the genesaeghment in Iceland,
classified by sector.

General government expenditures classified by
function 2003 in Iceland
Health 73.874
1 | | |
Education 68.752
Transport 28.259
1 |
Justice 13.195
1 |
Argiculture 10.315
0 10.000 20.000 30.000 40.000 50.000 60.000 70.000 80.000
Million of kronur

These sectors represent 56% of total general gowerh expenditures.
Public cultural spending is one third of that oflle and almost half of
the spending on education.

4. The Globalization of Cultural Activities

The globalization of culture is a flow, which isachcterized at each time
by its volume. Literature, music, art and law albss the world. Public
authorities, usually democratic elected authoritresmally supply public
goods. This production of goods and services resuit positive
externalities, which improves the lives of the gahpublic.

It is important to see the advantages of globabmatsuch as bigger
markets, lower transaction costs and a greateresehsdentity, which
contributes to peace. Not everyone agrees thae thdgantages in fact
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exist, and instead highlight various risks and tatons caused by
globalization.

a)

More people
A b)
Private goods «——» Public goods More countrie

A

v

Private goods +—— > Public goods
Few people

v

c)

Few countrie
More generations

A

Private goods »  Public goods

v
Single generation

Culture represents a significant value for eachividdal, and it is
Important to ensure the greatest possible accessveryone in all
communities. Considerations of equality are impdrta&garding access
to cultural activities. Some scientists say thabgl public goods, such as
cultural activities, have to reach a large majoafythe population of a
country and reach more than one group of natidns.dlso required that
global public goods meet the needs of present ggors without putting
at risk the needs of future generations. This is {rinciple of
sustainability, which is here adapted to the conhadpglobal public
goods. Culture fits well within this concept, besaweople are trying to
preserve cultural diversity, and globalization f&en seen as a threat to
this ideal.

Culture should be in the upper-right quadrant irtgpa), b) and c) in this
figure following this definition of global publicapds.



5. Policiesand programmesto support SMEsin Culture

Increased cultural activities, especially by SMEan be achieved by
strengthening the school system in the field otuel especially fine
arts. This has a twofold effect. First, it increatiee knowledge of culture
among the population and, second, it expands thereist of young
people who will later participate actively as pid®nals in cultural
activities. The school system is often used asaef securing equality
of young people with different economic backgrounds

Many countries have also implemented special progrdo increase
cultural activities.

In some countries as France, Ireland, Germany, R@n&hile, Australia

and in some states of the United States, publicoaities have supported
programs either by direct subsidies or through tthe system, e.g. by
granting tax discounts to enterprises which suppattiral activities.

Yet another option is to focus special on the miamgeof domestic
culture across borders by a concerted effort. Tiais been done with
good results in the motion picture industry indred and Iceland, which
has benefited from a system of public support.

It has produced good results, e.g. in the Nordimtwes and in France, to
place culture under a separate government ministrg. tasks of such a
ministry could include the administration of progwa and supports for
SMEs in the field of culture, e.g. by promoting neased research and by
providing expert advice and funds for entreprenebedting up a ministry
of culture would show the political priority of ¢ute as a political issue.



6. Creativelndustries

Culture
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The importance of entrepreneurs is significant he tultural sector,
particularly in the creative industries. Entrepnanse work in the

environment of culture, community and individuaid)ere the economic
value of their effort marks a change in traditiopafspectives. Creativity
has a certain meaning for a group of individuatsaaesult, community
recognition is a requirement for any work to bearelgd as creative.
SMEs and entrepreneurs enjoy a strong positioharctltural sector and
economies of scale are not as strong as in otlkeisinal sectors. It is
therefore important for governments to stimulaik fstrther the activities

of SMEs and entrepreneurs within the cultural gecto

Creation normally refers to innovation. This isrdéfere not a definition

which relates only to artistic creation, but a muader concept. Three
principal factors can be linked together in thisntext, i.e. culture,

personal background and society, and representaphigally, where

creation is shown as a process which is creatduediorders of the three
principal factors, as shown in this figure.

This figure, the model of Csikszentimihalyishows that culture is
divided into several sectors, i.e. domains, andrmftion is transferred
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to and from individuals. In this context backgroumsl extremely
important, e.g. education. Society is also dividetb various fields,
where the creative work of individuals, i.e. theation of novelty, flows
back and forth.

Culture is so multicolored that it is difficult tdiscuss it as a single
concept. Creation and entrepreneurship can be dedaas an activity
within a certain framework of culture.

An important aspect of any discussion of creat®ihie realization that
creation often takes place in clusters, where abeuraf individuals come
together and a transformation occurs. It is impurten all creative
activity for individuals to have access to a fer@dnvironment, e.g. with
others working in similar activities as is the casben people are
working on scientific research in a university.

In the United States, where studies in this fiaie most advanced, the
studies are conducted on the basis of sectors afegwions. In the

discussion of creative industries there are twdedght viewpoints. On

the one hand, there is the approach of lookindhatcteative industries
that produce goods and services which have a alllaund artistic value

or a recreational value. From this point of vieectsrs such as the film
sector, music sector and publishing sector beloogthe creative

industries.

On the other hand, one can look at the individualeparate sectors and
classify their work into the four following categes: primary production,
manufacturing, services and creative industriesee @iscussion of the
creative industries in this paper uses this metidte industries that
constitute creative industries are science, edutatiarts, design,
journalism, sports, computer sciences, engineeririgchnology,
architecture and management. Management is regasledpart of the
creative industries, as well as high technologyit &sa field where new
ideas are shaped. Among other things, a creatidestny involves the
broadcasting of knowledge, where all kinds of contaetworks are
formed, and it also concerns entertainment. Thjsré shows the division
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of jobs in Iceland by primary production, manufatg, services and
creative industries in the years 1990 and 2002 aacmimparison with the
United States in 1999.

The labour market in Iceland 1991 and 2002 andint he USA
1999 classified by industries
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This figure shows that primary production in Icalarfell from
approximately 13% in 1990 to just less than 10%002. Manufacturing
went from a 33% share to 32% in these 12 yearssandces from 34%
to 35%. The creative industries went from a 20%esi@ 1990 to 23% in
2002. The corresponding share for the United Statel999 was 29%.
The creative industries in Iceland account forhdligless than a quarter
of the total jobs and their share is growing. Tdpgroach to the analysis
of the labor market gives a good reflection of theision of labor in
modern societies and illustrates the great chatiggishave occurred in
the economies of individual countries in recent rgeawhere
entrepreneurs are playing a big role.

The music sector in Iceland as an example is nmistdsting regarding
creative industries

The publication of domestic music has increasedtsmiially over the
last two decades, including publication on the rimt¢, and most of the
music published is popular music. However, thessabdue of discs has
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stagnated over the last decade. The film and vdadket is also of great
significance for the music industry.

The number of radio stations has increased sultgrdver the last two
decades, and air time has increased by a factsewdnteen, with much
of the broadcast material consisting in music. Viglen air time has
increased by a factor of twenty over the pastdiftgears, and there too,
music represents a growing part of the broadcattmé

The number of concerts has grown significantly Ecent years,
particularly in rural areas, with classical mussctlae dominant factor.

The number of music schools has grown by a fadtafmost six over the
last four decades. The number of students attenaingic schools has
grown by a factor of almost eleven over the laat fitlecades.

The organisation of music schools in Iceland, vigshmixture of private
and public enterprises, is excellent in comparisath many other
countries. The key to this success is the goodsidiniof responsibility
between the public and private sectors.

Icelandic studies have also shown that young pewptestudy music are
less likely to use tobacco and alcohol than othmung people, with

significant benefits. Musical activity in the chbes and choirs in Iceland
Is extensive and provides employment to a largemd people.

In light of the growth of the music industry andeit creative industries
and the support and understanding of the statosusfc on the part of the
public sector, it appears likely that approximatdlyo of the entire
workforce in Iceland will be employed in the musector within five

years, and that its contribution to GDP will amouatapproximately
1.2%.

Thank you for your attention



