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INTRODUCTION
Nowadays, the life in all the spheres has been changing rapidly and almost imperceptibly.
However, according to Nespors and Kamola (2010), until recently, the economic activity has
been in general divided into the three so-called main phases of development, namely:




Preindustrial phase, where agriculture was the driving force of economy.
Industrial phase.
Post-industrial – also called the knowledge, information and/or network society.

According to several conceptualizations, which are going to be discussed in this master thesis,
the society is now experiencing the transition from a post-industrial economy to a so-called
creative economy. It is based on the non-materialistic and unlimited resources (knowledge,
creativity, ideas and innovations) to provide the products and/or services with additional value
and uniqueness in order to satisfy the needs of higher-demands (Nespors & Kamola, 2010;
Peters, 2010; Howkins, 2013). One of the concepts described and considered in this transition is
also the so-called development from Culture 1.0 to Culture 3.0 (Sacco, 2011), where the latter
one refers to the so-called contemporary creative economy and implies on radical changes in
thinking, creating and gaining value from creative and cultural work.
The term “creative economy” is relatively new. It was introduced by John Howkins (2013) in his
book “The Creative Economy: How People Make Money from Ideas”. He describes it as an
economic system which includes the production of creative products and their transactions,
introducing innovative idea as the main economic resource. The importance of creative economy
has been recognized not only at national or regional levels, but also from a global perspective by
several United Nations agencies. According to the 2013 report of the United Nations
Educational, Scientific (hereinafter: UNESCO) and Cultural Organization and United Nations
Development Programme (hereinafter: UNDP), creative economy emphasizes the culture as the
driving force in developing the economy. It has been achieved by the rapid growth of creative
economy, which brings not only monetized economic value, but also encourages innovation and
non-monetized social benefits (UNESCO & UNDP, 2013).
Since the end of 1990s, when the so-called concept of the creative industries was introduced and
rapidly occupied its place at the top of agendas of policy makers, governments and researchers
have been devoting time and effort to grasp the real value created within and of this new
economy, as well as conceptualize and classify it (Flew, 2012). At this point, there are still
various definitions and classification models used in different countries, and many governments
and researchers have emphasized the need to harmonize them, to assess the contribution and
impact the creative industries have on national, as well as global economy.
Another subject of interest in my master thesis is related to the concept of craft and its role in
today’s Internet environment. Namely, how the Internet and online marketplaces have shaped the
traditional craft industry and provided it with possibilities to conquer the markets that had
1

seemed unreachable before. The craft industry is a part of creative industries and it is often
positioned in-between the so-called core creative industries (depending on the country and the
role of the craft there). To exemplify the phenomenon, namely fellowship of handmade products
and cyberspace, I analyze an e-commerce platform called Etsy.com (hereinafter: Etsy). It is a
successful and continuously growing business that provides an e-business platform and tools
needed for craftsmanship around the world to sell their products online and reach international
markets.
The case of Etsy will be approached and analysed through the prism of the theory of creative
ecologies by Howkins (2010). The thesis will depict the topic from this point of view to witness
the traditional craft industry, with all its characteristics and particularities, and how it has been
shaped through the online platform offered by Etsy. Further, it also draw attention to the business
model and functioning adaptations of the characteristics, aspects and principles of the creative
ecologies; and consequently, how it has influenced the success of individuals and the company.
The research appeared to be binding to have a closer look at the values, philosophy and mission
of the company, as well as to explore the implemented activities bringing them into reality.
The purpose of my master thesis is to acquire deeper knowledge and comprehension of the
phenomena of creative economy and ecology, as well as the role of Internet in fostering the
growth of the craft industry. The main objective of this master thesis is to clarify how Etsy’s
business model and operations conform to the theory of creative ecologies, which is going to be
used as the main theoretical framework of the research. In this regard, the key research question
is as follows: How do the Etsy business model and operations conform to the theory of creative
ecologies?
This question is further supported by the following auxiliary research questions, which can be
related to specific elements within the framework of creative ecologies, namely:
1.
2.
3.
4.

How does the so-called diversity aspect within the framework of creative ecologies manifest
itself in the Etsy case?
How does the so-called change aspect within the framework of creative ecologies manifest
itself in the Etsy case?
How does the so-called learning aspect within the framework of creative ecologies manifest
itself in the Etsy case?
How does the so-called adaption aspect within the framework of creative ecologies manifest
itself in the Etsy case?

The findings of the analysis have been presented through the prism of the three theoretical
principles of creative ecologies, namely: (1) everyone is creative, (2) creativity needs freedom,
and (3) freedom needs markets. It is also presented through the main characteristics of creative
ecologies emphasized by Howkins (2010); which can be related to the questions of scale, scope,
low entry barriers and exponential variety.
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The Etsy case has been singled out due to its uniqueness and a fast - growing popularity, as well
as its significant focus on the community's sustainable well-being. It has been interesting to have
a closer look at the values, philosophy and mission the company experiences, as well as to
explore the implemented activities bringing them into reality. Hence, the focus of the case
analysis is on details and the conformation or contradiction with the theory of creative ecologies,
where my personal detailed interpretations, activities and practices have been drawn on.
Consequently, I apply a combination of an interpretative and abductive research approaches. A
mono-method of the qualitative methodological approach has been adopted, which was based on
the analysis of the case study of Etsy. In this thesis, the “how” and “why” questions will search
the answers, which, according to Yin (2009), indicate the exploratory nature of research, and
efforts to gain deeper insight in the chosen topic.
The master thesis has been structured into four parts: (1) literature review and theoretical
framework, (2) methodology, (3) case study of Etsy, and (4) the discussion and
recommendations for decision making bodies and managers (self-employed, small business
owners) who are planning to use Etsy – either as a business model, or as one of the sales
channels.
The first section of the literature review presents a broader overview of how the discourse on the
concept of the creative industries has developed and how the two concepts – “cultural industries”
and “creative industries” have been interrelated. It follows with an overview of the well-known,
yet highly diverse definitions and classification models of the creative and/or cultural industries,
and presents the concepts of creative economy inspired by creative ecologies; thus outlining their
main characteristics. At the end of the first section of the literature review, there is also a subchapter on socio-economic contribution and impact of the creative industries to the overall
economy. The remaining part of the literature review concentrates on a specific part of the
industries within creative economy, namely the craft industry. It contains an overview of the role
of craftsmanship in creative economy and presents direct and in-direct indicators of the creative
economy and the craft industry. The section continues with the discussion on craftsmanship
within the context of markets and consumers, and the introduction of the concepts of conscious
consumers and prosumers, and their related terms. The final sub-chapter of the literature review
focuses on the main characteristics of doing business in the contemporary craft industry.
The research part of the master thesis contains four sub-chapters: (1) a short and concise
overview of Etsy and its business model, (2) an explanation of the research design and the
employed method, (3) the results of the analysis, and (4) the discussion of the findings. In the
third part, the so-called recommendation part, I propose several tips for the craftsmen who are
considering that they might open an Etsy shop. Then, I continue by suggesting possible aspects
policy makers should take into account about the particularities and characteristics of the craft
business and how to provide necessary stimulus for the industry's development.
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1 CREATIVE ECONOMY
1.1 Development of Creative Economy Discourse
The discourse on creative industries (hereinafter: CI) can be traced back until the end of the 20th
century, more accurately to 1994, when the Australian government published the first document,
titled “The Creative Nation”, dealing with cultural policy. Despite the fact that the concept
officially appeared in Australia for the first time; it is common to link the roots of the concept to
the United Kingdom (hereinafter: the UK). The decision of the newly elected British Labour
government and freshly formed Department of Culture, Media and Sports (hereinafter: DCMS)
reached an agreement to establish the Creative Industries Task Force (hereinafter: CITF), as the
central activity of DCMS (Flew, 2012).
De Beukelaer (2015) traces the history of the concepts “culture” and “development” until the
18th century; where the authors often initiated the discussion on cultural industries with the
essay written by the members of the Frankfurt school Theodor W. Adorno (1903-1969) and Max
Horkheimer (1895-1973). Their book, titled “Dialectic of Enlightenment”, was published in
1944 for the first time. In one of the chapters of the book they criticized the existing “culture
industry” through which “corporate producers exercised control from the top down, undercutting
any hope that culture arises spontaneously from masses themselves” (Moore, 2013, p. 4). Adorno
and Horkheimer (1944) considered that the existing system and rapid technological advancement
has also resulted into standardization and mass production of the cultural industry. O’Connor
(2011) explains this shift as a movement or extension of the meaning from “art” to “culture” and
from “elite” to “ordinary people”. In the terms of use and exchange values, such shifts could be
perceived as use-value merging “a proxy for the moment of autonomy of the cultural commodity
form” (O’Connor, 2011, p. 33-34).
The De Beukelaers’ (2015) historical overview clearly demonstrates where the term “creative
industries” steps in and what the main development milestones are (see Appendix A). The
development of terms from ‘Culture 1.0’ to ‘Culture 3.0’ is terminologically different historical
overview, yet similar in the content (Sacco, 2011). In this understanding, The Culture 1.0
characterizes the pre-industrial view of the culture (concept of patronage) then transforms to the
Culture 2.0, where it is recognized by the expansion of audience, yet with still high industry
entry barriers and culture mass production. According to Sacco (2011), the appearance of
creativity in the cultural discourse (of the 1980s and 1990s) corresponds to the mature
development phase of the Culture 2.0 concept, where the focus turns to harmonizing and
developing public policies, as well as enhancing productive and entrepreneurial capacities.
According to this classification, the transition phase takes place (in-between Culture 2.0 and
Culture 3.0), thus introducing the preliminary stage of the Culture 3.0, characterizing
innovations, the possibilities of the product expansion, and the differences between the producer
and user become indistinguishable. Sacco (2011, p. 3) calls this the “explosion of the pool of
producers,” and communities of practice influenced by development of the Internet. He also
emphasizes the need to develop a system-wide representation of the interdependences and
4

interactions between cultural and creative industries and other sectors of economy, as well as
with the whole society.
The Appendix B deals with more comprehensive historical overview and the development of the
concepts of creative industries and creative economy, as well as their related terms. However,
there is no clear division of the cultural and creative industries and the reference point in time,
where ends one and starts another. The next sub-chapter will review the discourse on the
conceptualization of the cultural and creative industries, as well as will examine several
classification models.

1.2 Conceptualization and Classification of Creative Economy
The concept of creative industries has evolved from the previously adopted cultural industries
and, until today, endless approaches have been discussed how to define, dissociate, or merge
them. There are two prevailing approaches to tackle the issue. From one side, it acknowledges a
new and promising sector, where the appropriate response from policy makers, entrepreneurs,
and society in general is expected. The other approach is more evaluative in nature and looks at
the historical development of the sector, and often accomplishes it through the policy discourses
(O’Connor, 2011). In other words, to recognize the two opposing views, O’Connor (2011) names
them as following: the (1) econo-centric or so-called economization of culture and the creative
economy vs. the (2) cultural-centric or culturalisation of economies and the cultural economy
orientation (O’Connor, 2011 and 2015; Fahmi, McCann, & Koster, 2015). The supporters of the
cultural-centric view emphasize cultural values, cultural industries, and have in general culturecentric orientation focused on the arts and community's well-being. On the other hand, the
econo-centric view accentuates the economic values and perceives the creativity not as culturereduced phenomenon, but the one including both technological and economic innovations
(Fahmi et al., 2015). O’Connor (2011) compares the two opposing views as one completely
focusing on defining, mapping, and assessing the value of the industry, and other – embracing
the concept as a floating signifier to find the best fit for their needs and objectives.
The literature suggests that the shift in discourse from cultural industries and cultural economy to
creative industries and creative economy has occurred both at the national (the UK, Australia)
and international (UNDP, UNESCO, and United Nations Conference on Trade and Development
(hereinafter: UNCTAD) levels. Moreover, the international agencies followed the shift that took
place around the world and collaborated with defining, classifying, and determining the value of
the sector. The creative industries and creative economy often acknowledge the continuation of
cultural industries and the cultural economy. In other words, the latter one signifies the past
concept, but creativity – the present and future potential. As to economy, the creative industries
represent a culture-reducing phenomenon. However, O’Connor (2011, p. 39) adds that this is an
over simplification and does not explain a “new kind of culture and a new kind of economy.”
Garnham (2005) suggests that this shift and expansion of the cultural economy and inclusion of
the sectors previously unaccountable as a part of the cultural industries (i.e., software
development and design) occurred due to economic reasons. Namely, it was important to include
them in the mapping process in order to inflate its economic size and potential and, thus,
5

maintain the claims about economic return (Tremblay, 2011). In other words, governments,
businesses, and policy-making bodies found that arts are important not only artistically, but also
economically. In addition, Coles (2014) notes that, taking into account the environment and
obstacles, and, performing the shift, the emergence of creative economy is to be received as a
product of political economy, in which it is going to function along with the discourses through
which its constitution appear. The cultural sector is continuously demonstrating its viability,
representing the paradox of the situation, regardless the necessity of the public subsidy amount.
Hence, in order to raise funds, the sector under discussion has to prove it does not need any
support (De Beukelaer, 2015).
The concept of creative economy is rather new and the best-known usage and classification of
the industry is the one by DCMS (Throsby, 2008). The initial definition of creative industries,
used in the CIMD, defined it as “those activities which have their origin in individual creativity,
skill and talent and which have the potential for wealth and job creation through the generation
and exploitation of intellectual property” (Roodhouse, 2006, p. 17). It consisted of thirteen
sectors, namely: architecture, music, arts and antique markets, performing arts, crafts,
publishing, design, software and computer services, designer fashion, television and radio, film
and video (DCMS, 2007).
Since then, the definition has remained unchanged and, being the first widely known one, has
been adopted in several more countries across the globe, for example in New Zealand, Hong
Kong, and Singapore. However, even if the UK’s definition is widely known and accepted, in
general, the definitions vary from country to country (the approximate division in the European
Union (hereinafter: the EU) can be viewed in Appendix C). In addition, international agencies
are using various definitions mostly emphasizing the role of the organizations’ key activities.
Thus, some of them are referring to “cultural industries”, some to “creative industries” or even
“cultural and creative industries”, as well as “copyright industries”. Potts (2008) has done a
broad study on defining the creative industries and has summarized the theories into 18
definitions and viewpoints, arguing that with time it is becoming more and more complex.
Appendix D introduces several examples of different definitions.
However, the various definitions and approaches do not exclude one another and there is still
quite a strong interrelation between creative and cultural industries. For example, Hartley (2005)
claims that the idea of creative industries is actually a combination of creative arts (individual
talent) and cultural industries (mass scale) within the environment of new media technologies
and knowledge economy (Fahmi et al., 2015). In addition, O’Connor (2011) describes the
interrelation between creative and cultural industries alike by explaining that creativity is the
main tool of turning autonomous art into a universal attribute available to everyone. Through
creativity, art becomes available for the broader social and economic development.
Cunningham (2002) considers that today the term “creative industries” suits the political, cultural
and technological landscapes, because it focuses both on the fact that creativity is the heart of
culture and that creativity today boasts different models of production, consumption and
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enjoyment. Throsby’s (2008) explanation of both concepts is comprehensible and includes an
acceptable demarcation. Namely, Throsby (2008) takes both concepts as derivations from their
corresponding nouns – creativity and culture. He explains that the definition of creativity already
shows its association with individuals and creative goods, as one where some input of creativity
is required in its production. Culture and cultural goods are more complex, wide-ranging
phenomena1. Consequently, Throsby argues that cultural goods require not only creativity but
they also have to contain an encompassing cultural content (it can be arts or ideas of identity,
shared values, ways of living, etc.). Throsby’s’ argument implies that creative goods fall into an
extensive class of which culture is a subset or subgroup. This logic is widely accepted and the
division clearly demonstrates itself by the model of Heng, Choo and Ho (2003). As can be seen
in Heng et al. (2003) model (see Figure 1), cultural industries are a subset or a part of the
creative industries, which, together with distribution industries, form the broader copyright
industries.
Figure 1. Composition of the Creative Economy

Source: T.M. Heng et al., Economic Contribution of Singapore’s Creative Industries, 2003, p. 52.

The upstream or basic industries are the ones that constitute the core of the cultural industries –
traditional arts (performing, literary and visual) and crafts. Downstream industries include
advertising, design, publishing and media-related activities or the activities, which gain their
commercial value from their applications in other activities (Heng et al., 2003). Howkins (2013)
explains that creative economy consists of the transactions in (the resulting) creative products.
Each transaction may have two additional values – intangible or intellectual property and
tangible (for example, physical platform). In some industries, intangible value is higher, in others
– physical carrier of the creative product has the highest benefit.
Regardless of the different conceptualizations of the creative economy and industries, the
varieties of industries that form the creative economy remain quite similar (Throsby, 2008) in all
the formats and at all the levels. There are, however, different approaches of classifying them
1
Welsh academic Raymond Williams stated that due to the complicated historical development in several European
languages and distinct intellectual disciplines and systems of thought, culture is one of the most involved words and
concepts (Williams, 1985, p. 87).
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and each model has a particular rationale, depending on underlying assumptions about the
purpose and mode of operation of the cultural and creative industries (The Entrepreneurial
Dimension of the Cultural and Creative Industries, 2010). The most commonly used models
(UNCTAD, 2010, p.7) are (see Appendix E) the UK DCMS model, symbolic text model,
concentric circle model and World Intellectual Property Organization (hereinafter: WIPO)
copyright model.
One of the earliest and best-known models of classification of the cultural and creative
industries, as well as the one widely used in the EU and its member states, is the concentric
circles' diagram model by Throsby (2008). The model clearly shows the emergence of multiple
circles from the creative core arts, thus creating various economic, cultural, and social values in
every following circle. However, this model also brings up issues due to the ambiguity of the
descriptions of each circle as well as difficulty to separate them. It is difficult to define and
decide what should be core-zoomed and what – less autonomous and creative and more
dependent and functional. Actually, in the European countries arts take the core position, British
prefer commercial outputs (with high degree of expressive value and copyright protection), but
Americans and Asians appreciate technological innovation as the creative core (Howkins, 2010).
The delineation of the EUs’ cultural and creative industries was proposed by the KEA European
Affairs (hereinafter: KEA) in 2006 and it builds on division between cultural (non-industrial and
industrial) and creative sectors (culture as creative input in the production of non-cultural goods).
The model consists of the core art-field (non-industrial cultural sectors) and three circles. The
core art-field includes the following sectors – visual arts (craft, sculpture, and photography),
performing arts (theatre, dance, circus, festival), and heritage (museum, library, archive,
archeological site). The next circle involves the industrial cultural industries and consists of
sectors like film and video, television and radio, video games, music (recorded music market,
live music performance, revenues of collecting societies in the music sector) and books and press
(book publishing, magazine and press publishing). The third circle in the creative industries'
circle involves the sectors like design (interior, graphic, fashion, product), architecture,
advertising. Moreover, there is the fourth circle, formed by related industries, and includes the
sectors like PC and MP3 player manufacturers, mobile industry, etc.
When considering the different definitions and conceptualizations of the CI around the globe,
Roodhouse (2006) explains that the structure for data collection and analysis is not perfect, but it
is still verifiable. However, the issues appear when the collected and analyzed data quantify the
policy concerning evolution and development. Roodhouse (2006) states that one of the main
problems in delivering reliable and convincing economic analysis of the CI is the lack of clarity
and consistency in the definitions of culture, cultural practice, and activities. Various definitions,
their conceptions, distinctions between what is artistic and what is industrial commodity, as well
as the usage of secondary data, quantity of unverifiable data and sources are only several issues
categorizing the industry. Consequently, Roodhouse (2006) argues on the importance of
consistent definitional frameworks and identification of the criteria developed by practitioners,
economists, statisticians, cultural managers and policy makers on international basis in order to
8

produce reliable and wholesome information. That would advance the decisions of analysis and
policy makers, thus improving also the situation in the CI, and aid the development of it.
Appendix F defines and categorizes the cultural and creative industries on the EU level as
endless, and illustrates their socio-economic impact. It also presents a short historic overview of
culture statistics in the EU. Appendixes G and H introduce visual representations of the model
and different dimensions of culture as defined by the network of the European Statistical System
on Culture (2012).
In the next sub-chapter, I present a short overview of the creative economy and the concepts of
creative ecologies introduced by Howkins (2010). For the purpose of my master thesis, these two
concepts represent the next step of the cultural and creative industries described before.

1.3 From Creative Economy to Creative Ecologies
Howkins (2013) have introduced the concept of creative economy in order to describe the
economic system that includes both the production of creative products and their transactions.
Howkins (2013) is convinced of the necessity to differentiate between creativity and the creative
economy. He defines creativity as the “use of ideas to produce new ideas” (2013, p. 4) and
mentions that the original idea may be novel or familiar. In this regard, the important part is the
way the idea transforms into novel outcomes and gains commercial value either by its
uniqueness or replication. Further on, Howkins (2013, p.6) defines the creative economy as “a
system for the production, exchange and use of creative products” and calculates its market value
by the amount and value of transactions (intangible and tangible).
Cunnigham (2002) summarizes Howkins's (2013) approach on describing the creative economy
by saying that it is the sum of copyright, patent, trademark and design industries. According to
the “Creative Economy Report” (2013), UNESCO and UNDP recognize the importance of
Howkins's work, at the same time emphasizing the fact that Howkins has included in it a wide
range of activities and processes no one appreciates as cultural. Howkins (2010, p. 23) is using
the term “creative economy” instead of “creative industries”, which he considers to be
“semantically misleading and statistically incomplete.” The characteristics of industry (large
scale, mass production) are contrary to the creative processes, and creative economy, individuals,
and companies forming it actually alternate from the industrial organization and way of business.
People and processes are the key bodies in the creative economy. Thus, creative economy
focuses on an individual rather than an institution, a firm or organization being the main
stakeholder, decision-maker, etc. While studying the concept of the so-called knowledge
economy, Peters (2010) outlines the creative economy as one of the three forms of it (knowledge
economy). He notes that creative economy is replacing industrial economy as the ideas and
virtual value are gaining power and describes it as “the turn from steel and hamburgers to
software and intellectual property” (Peter, 2010, p.71).
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In 2010, Howkins published another book, titled “The Creative Ecologies: Where Thinking is a
Proper Job.” In it, he develops the idea of eco-systems and uses the philosophy of ecology to
illuminate creativity – a network of habitats where people change, learn, and adapt by pointing
out that one of the main aspects affecting creativity and innovation is the capacity to learn not
only on individual level, but also nationally. The concept of creative ecology by Howkins (2010)
identifies three general conditions, namely: talent, freedom, and markets.
The term creative ecology is based on the conception about ecology,2 eco-system,3 habitats4 and
niches,5 and is defined by Howkins (2010, p.11) as “a niche where diverse individuals express
themselves in a systematic and adaptive way, using ideas to produce ideas; and where others
support this endeavor even if they don’t understand it.” The theory of creative ecologies supports
the theory of deep ecology by Norwegian philosopher Arne Naess, who regards nature as central
in the whole eco-system and does not allocate to human any right to be above the environment.
Stankevičienė, Levickaitė, Braškutė and Noreikaitė (2011, p. 283) explain it as follows:
“activists of the deep ecology movement would say that a river has its own right to be clean and
unpolluted, and that this issue is important not just because polluted water is dangerous to the
human race”. Howkins (2010) considers that deep ecology thinking and especially selfappreciation as highly relevant to the creativity and creative economy. Moreover, he
distinguishes four aspects of ecological thinking that are relevant to creativity and innovation –
diversity, change, learning, and adaptation. As analysis of Etsy is based on these four aspects, an
in-depth overview of them follows.
1.3.1 Diversity
Howkins (2010, p. 46) considers diversity as the first aspect of creative ecologies and suggests,
“Variety is the spice of our life.” He refers to Darwin's theory as both nature’s greatest
achievement and greatest resource. Ecologists view diversity as a sign of wide range of
possibilities rather than a success of one of the species. Thus, it is wise to take diversity's
measure not by the number of species, but also by the variety of their mutual relations all around
(Howkins, 2010). Moreover, Howkins gives an example of effects of variety in farming, namely,
comparing monoculture farming and mixed crops farming and showing on many benefits of
mixed crops farming, some of them being also requirement of different knowledge, attitudes,
skills and opportunities for learning.
Regarding the human race and the diversity of cultures - races, nationalities, tribes and ethnic
groups, Howkins (2010, p. 48) refers to a biologist Huxley, who believed that “cultural diversity
plays the same role for the human species as does species variation for other species.” In
addition, this cultural diversity affects all aspects of our lives in different levels (from and
individual level to families, communities and states), forming our patterns and concepts, social
boundaries, gender diversities, language development, etc. Howkins emphasizes the humans
2

“Study of relationships between organisms and their environment” (Howkins, 2010, p. 11).
“An ecology of several different species living together” (Howkins, 2010, p. 11).
4
“Real places like streams and urban environments” (Howkins, 2010, p. 11).
5
“Systems wherein the species thrives” (Howkins, 2010, p. 11).
3
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differ from other species due to their elaborated minds and existing spiritual world, which lead to
diversity of values, attitudes, and ideas. Consequently, he uses tolerant society as a baseline for
creative ecologies, noting that a tolerant society is welcoming or at least tolerating to different
cultures, backgrounds, perspectives, languages, beliefs, etc.; thus the approach of diversity in
thinking, creating and living is always welcome. Howkins (2010) argues that diversity involves
the change and the main aspect of how fast the change takes place.
1.3.2 Change
When talking about change, Howkins (2010) refers to the dominant model of biological change,
namely, the theory of evolution by Charles Darwin and Alfred Russel Wallace (in 1860s). The
model proposes that inherited superior features promote evolution and prevail upon surviving.
Over time, the ability to learn and adapt in order to survive, thrive, and breed leads to new
varieties and new species. Howkins (2010) also refers to the argument of evolutionary biologist
Richard Dawkins, who considered that gene is the driving force of the evolution, and a biologist
and researcher Edward O. Wilson, who deemed that evolution happens at the population level
and thus influences the social position. Wilson also believed that there are aspects that do not
comply with the Darwin’s principle of “the survival of the fittest,” and one of them is human
generosity. Consequently, Howkins (2010, p. 50) presumes that a gene, causing a single
characteristic of creativity and being responsible for it, does not exist, however, there might be
“genetic sequences” that lead human-beings toward other characteristics assisting creativity.
These characteristics are, for example, memory, reasoning and spatial awareness (Howkins,
2010).
Thus, the Darwin's theory of evolution has been a cornerstone of learning about the bodies and
their capacity for speech – the fundamentals of the ability to think, create and imagine, but not
applicable to the intellectual faculties and spiritual culture of the human being for future
generations. Howkins (2010) perceives this as the main difference between biological evolution
(increasing divisions and separate species) and cultural change (borrowing, mixing, sharing,
collaborating) – one is inherited and digital, but latter is learned and analogue. Howkins (2010)
emphasizes that culture is learned and, according to Darwin, learned characteristics do not affect
the human genes and, consequently, exclude genetic inheritance. So one could argue that
creation and innovation are leading to progress that constantly finds new ways of adaption and
“being fit” for a particular way of life and situation, and, hence, learning is the main tool for that,
and the third aspect of creative ecologies described by Howkins.
1.3.3 Learning
By learning how to handle ideas, information and knowledge, “ecological niche" succumbs to
exploitation and changes (Howkins, 2010, p. 52), and here the learning as an analogue process is
vital. Meaning that, if DNA is inherited and cannot be changed or adapted, competences can be
chosen, as well as the way of their interpretation bringing to conclusion that it will not be an
exact copy of the original due to possible misunderstandings, context, etc., and what is done with
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it further. Howkins (2010) concedes that getting something wrong, incorrect, or different from
the original, do not necessarily mean a failure, but can lead to something valuable and
advantageous. He also emphasizes the differences between education (government-led system),
training (specific skills), and learning (from experiences, friends, and colleagues, from reading,
talking and doing). Thus, learning is personal, diverse, endless, self-motivated, self-managed and
often self-financed, and Howkins (2010, p. 54) writes that “the creative mind that does not learn
from others or from itself will wither away just as certainly as an animal will die without food or
an engine without fuel will stop.” He also emphasizes the importance of the breadth (for
example, when generating ideas, owners can learn from a management team, from all
employees, from suppliers, and even from competitors) and maintains the continuality of
learning. Howkins (2010) sees learning as an intellectual attitude fostered by social activities as
meeting, knowing and working with others, in both formal and informal places and spaces.
Willingness to cooperate with people, to improve from their experience professes an important
aspect of learning. Sympathetic society comprises many significant aspects, which should be
estimated as a driving force of learning that allows and urges the progress. It includes a learningsupporting government, appropriate intellectual property rules that enable learning without
forced censorship, encouraging companies that invite individuals to contribute their knowledge
and organizations to become committed organizations. Howkins (2010) considers conversation
and dialogue as the best way to enhance learning.
1.3.4 Adaption
Human ecologies always interconnect people and environment and rarely are neutral. Inside the
habitat individuals build relations that foster and shape the way in which they adapt themselves
and the environment (or niche) they belong. The varieties of relationships, according to Howkins
(2010), can range from conscious or unconscious imitation to community sharing, collaboration
and competition. Howkins (2010) distinguishes four kinds of relationships that he has found
significant for adaption processes in creative ecologies: imitation, communities, collaboration,
and competition.
According to Howkins (2010), imitation is one of the simplest and quickest forms of adaptation
where continual imitation occurs (family, colleagues, rivals, etc.) how to do or not do certain
things. He also argues that the key of imitation and the aspect that distinguishes it from blind
copying is the understanding of purpose of this action and trying to make sense of the process.
Howkins (2010) argues that community affiliation increases the likelihood of imitation, which
means that ensuring adherence to the communities create presumable adaptation. Individuals
benefit from being a part of the community due to the mutualism and symbiosis. Thus, larger
populations can satisfy more individuals’ needs on a more regular basis. In creative ecologies
individuals often belong to more than one niche at the same time (idea of communities of
practice), even more – Howkins (2010) argues that many notably creative people have used a
mixture of domain experiences, thus everything (every niche, both science and arts) can be
perceived as a source of inspiration.
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Howkins (2010, p. 64) describes collaboration within creative ecology as a relationship “when
two or more organisms or species deliberately cohabit and share for a specific, known benefit.”
Collaboration grows within explicitly accomplished society and cannot be ignored in creative
industries like arts, film, radio, TV, and magazines. Accordingly,(e.g., writing a computer code,
designing information networks or digital media), varied attainments efficiently ensure the whole
process and offer a higher likelihood of achieving better objectives and learning new experiences
(Howkins, 2010). More people mean more attitudes, opinions, viewpoints and – more ideas.
Leadbeater (2008) argues “(…) most creativity is collaborative. It combines different views,
disciplines, and insights in new ways (…). The number of people who could be participants in
the creative conversations is going up (…). We are developing new ways to be innovative and
creative at mass scale. We can be organized without having an organization” (Howkins, 2010, p.
66). At the same time, Howkins (2010) admits that collaboration does not avoid or shrink the
talent; rather it is a way in which most people get to the light bulb moment.
According to Howkins (2010), competition in creative ecologies might be non-conflicting; two
individuals might compete for the same resource in a peaceful way, and even with participants
being ignorant about their rival status. It operates on two levels – internal (competition with
oneself, striving to have the best possible idea and reach one’s own internal standards of
aesthetics and style) and external (to meet the requirements of novelty, meaning and utility, and
to fight for them in marketplace).
Table 1. Characteristics of Creativity and Repetition
Creativity
Diverse/variegated
Implicit
Unstable (challenges/questions)
Fluid/emerging
Feedback
Learning
Networks
Desires beauty
Access
High autonomy/low dependence
Complex
Self-organizing
Quality
Systematic/whole
Analogue
Cyclical
Process/collaboration
Mind

Repetition
Unified
Explicit
Stable (safe/answers)
Rigid/settled
Little feedback
Education
Hierarchies
Desires order
Control
High dependence/low autonomy
Simple
Closed/shielded
Quantity
Fragmented/parts
Digital (especially binary)
Linear
Event/competition
Body

Source: J. Howkins, Creative Ecologies. Where Thinking Is a Proper Job, 2010, p. 5.
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In Table 1 are outlined the main characteristics and differences between creative economy and
repetitive economy, according to Howkins (2010). These characteristics are clearly showing the
created shift and business in action. Moreover, the characteristics highlight significant and
dominant aspects in creative economy and creative ecology. Howkins (2010) emphasizes that the
main change that has occurred was the growth of the added symbolic value of the basic goods
and services. Added symbolic value is, however, disputable because different goods or services
imply different meanings.
When describing the shift of economies and the way of thinking, Howkins (2010) argues on the
shortcomings of the assumption of classical economic structure, where individuals and
organizations make rational decisions about the allocation of scarce resources in order to
maximize their wealth. In addition, many of the resources used in the creative process and
activities are not scarce, and even if they were, their scarcity does not depend on purchasing
decisions. Moreover, Howkins (2010) indicates that behavioral psychology increasingly supports
the fact that individuals seek to fulfill multiple objectives of which wealth-maximization is only
one. However, the financial aspect is not be regarded as dominating, because individuals often
seek to maximize their non-financial status, feelings, passion, different opportunities, or even
their pride of ownership.
Howkins (2010) suggests that scope (the range of activities) and scale (the numbers and varieties
of people involved) should be the determining characteristics of creativity. Other significant
characteristics incorporate low barriers to entry and exponential variety. Howkins (2010, p. 40)
also admits that the height of entry barriers is a reliable positioning indicator concerning creative
ecology, “as we move toward global distribution gateways, the barriers go up.” The two latter
characteristics – low barriers to entry and exponential variety – result in volatility and
competitiveness.
Altogether, Howkins’s (2010) theory of creative ecology with its four aspects and four main
characteristics underscores three main principles:




Everyone is creative. Howkins (2010, p.126) explains this principle by saying that
“creativity is a defining characteristic of homo sapiens” and, following this logics, he
considers that “knowing is an indicator of life, and thinking, which is being conscious about
knowing, is an indicator of creativity.” Thus, we all have the creative capacity or, according
to Howkins (2010, p. 126), “creative instinct,” but only some percentage of people exercise
this instinct as they grow up. At the same time, he concedes that even if all the people are
creative, it neither affirms the talent nor negates the significance of collaboration. Namely, it
can be either way important or unimportant, depending on individuals or their will. Even if
people often accept either individual or group creativity, the creative ecology is a continuous
subject to changes and adaption among individuals, society, and environment.
Creativity needs freedom. Howkins (2010) explains this principle by showing causal
relationships between people’s creativity and their ability to thrive in larger scale and scope
and the vital need for people to reside in places and environment where they possess the
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sense of well-being and freedom, as well as where they receive the necessary stimulus from
the environment. Thus, to be able to thrive, creative ecology demands “freedom from and
freedom to” (Howkins, 2010, p. 130). This includes, for example, freedom from any
physical (like, hunger or censorship) as well as from rights-based (like, freedom of
expression and communication) prohibitions. Howkins (2010) considers free expression as a
precondition of creativity, emphasizing not only freedom of speech, but also the need for
freedom to question, overrule, and reinvent one’s relation to an idea. This last notion reflects
the creative process and the learning aspect discussed before, namely, every single new idea
or knowledge can freely be submitted to any creative activity, adjustment, or re-shaping.
Thus, sense of freedom ensures trust to one's perception. The concept might sometimes
naturally result in rejection; thus, it is important to liberate one from the old ideas for the
sake of new ones. Howkins (2010) also emphasizes the importance to accept them on either
levels — the individual and the society's. This includes acceptance that the idea as a creative
capital has commercial value, as well as acceptance of failure (which can serve as an
important lesson learned for future success).
Freedom needs Markets. This principle concerns the guided interaction towards outside,
namely, there has to be a market where ideas interchange, and people assign some value to
them (Howkins, 2010). Consequently, freedom is a precondition for gaining and reaching
other tools like finances and necessary technologies. Establishing markets for economical
purposes, Howkins (2010) considers that creativity requires an innumerable number of
marketplaces regarded as multi-functional and social sites, where “what is going on, to
exchange ideas, to enquire, to check the truth of what is happening, to explore our own
paths” (Howkins, 2010, p. 134) and where the price is the only measure of interpersonal
activities. Apart from social marketplaces, he also emphasizes the need for commercial
markets where the ideas are exposed for sale; thus gaining market value and creating wealth.
As discussed before, the idea's uniqueness states its value and it tends to fluctuate and be
intangible; thus leading to fully flexible price. If the idea is regarded as a currency, it can be
considered as non-competitive due to the fact that the idea can be shared intact (one person
can give the idea to the other and still keep it also by himself). Thus, the exchange of ideas
do reduce the costs (both, resource and transactional), as well as improve the speed of
distribution and support an immediate feedback. By creating a new idea (or a product), the
freedom of creating a new market, as argued by Howkins (2010), prevails.

Some studies suggest that creative activities link specific geographical environments (Cohendeta,
Grandadama, & Simon, 2009) and are, therefore, embedded in a creative milieu. As it will be
discussed in the next sub-chapter of the master thesis, clustering is quite often the way creative
companies organize themselves, thus focusing on the geographical aspect as crucial one. Also
Howkins (2010, p. 71) considers that the places where people tend to be the most creative (he
refers to them as “creative places”) are the ones where they “feel free to explore ideas through
learning and adapting and where change comes easiest.” Thus, these places can be anywhere – at
home, in a café, a park, or nature. In this kind of environment, many different groups are forming
spontaneously and naturally. Howkins (2010) suggests that also within organizations such
occurrences are highly advisable as long as they operate as a network where loyalty dominates
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and a sense of freedom and informal atmosphere stimulate generation of new ideas; thus
eliminating time and space boundaries. In other words, organizations, small groups, and
individuals are to be treated as self-organizing and interconnected systems. At the same time,
Howkins (2010) supports the theory of creative cities because creative ecology requires
diversity, change, learning, and adaptation experiences, where scope and scale are estimated as
significant factors. Consequently, in the cities “learning is fastest, collaboration easiest and
novelty most stimulating” (Howkins, 2010, p. 75).
However, the theory of creative city-clustering, as an organizational model of creative
companies hardly takes into account Internet as an environment, where creative activities occur,
Internet has become a site where networking, collaboration, and communities have been forming
(Howkins, 2010); thus, the virtual world has won a most favored status for the principles of
creative ecology. Hence, while geographic aspect is important, Internet today provides
connection in rural areas, and serves as a creative site offering the prerequisites of creative
ecology. This aspect is important for my master thesis because the craft, as it will be discussed
later, tends to flourish more in the rural areas rather than urban; thus, a website like Etsy is said
to be serving as a connection between artisans and craftsmen around the globe. Howkins (2010)
even considers that the popularity of Internet deserves praising because of the large scale and
scope of today’s creative economy.
The research is going to deal with four aspects of ecological thinking, as well as three principles
of creative ecology within the case study of Etsy. The next sub-chapter relates to socio-economic
contribution and the impact of creative industries, observing the means of creating and assessing
the value, as well as the contribution of quantity and quality of the CI to the whole economy and
broader society.

1.4 Socio-Economic Contribution and the Impact of Creative Economy on
Overall Economy
There are numerous approaches of assessing the economic contribution and the impact of
cultural and creative industries to the overall economic performances. It also comprises
economic size and structural analysis, cultural satellite accounts, multiplier analysis, economic
model of cultural activities, disequilibrium of economic models etc. (UNESCO Handbook,
2012). An exemplary way to assess and measure the contribution of the CI to the whole economy
is to measure its benefit. However, due to the lack of standard classifications and official data, it
is often difficult to estimate the real contribution and the impact of the CI to the world's output
(UNCTAD, 2010).
During the last decade, scholars, national and regional governments, as well as agencies have
been doing extensive work in assessing the value of creative industries from an economic
perspective. UNCTAD (2010) suggests that instead of using traditional macro-economic
indicators, there is a need for a new set of tools and indicators to assess the impact of the CIs on
the large-scale national economies. A group of four economic indicators suggests possible ways
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of measuring the CIs. It includes: (1) primary economic impact (direct contribution to economy
in GDP and employment), (2) secondary economic impact (indirect quantifiable contributions
(multiplier effect)), (3) tertiary economic impact (direct, yet less quantifiable contributions, for
example, innovations in cultural and creative industries that spill over into other sectors) and (4)
a level four economic impact (indirect, non-quantifiable contributions to the quality of life,
education and cultural identity).
1.4.1 Various Methodologies of Economic Analysis of Creative Industries
Most often, the traditional methodological approach is used to carry out the economic analysis of
the CIs (UNCTAD, 2010). There are industrial organization analysis, value-chain analysis, interindustry analysis (an aspect of this will be discussed below when looking at spillovers or
externalities in the CIs), location analysis (creative clusters or so-called Porter’s Diamond
model), environmental analysis, copyright and intellectual property and contract theory. In
addition, endogenous growth theory has been used to explain the value creating process and
economic contribution of the CIs.
The literature suggests that scholars have been working for the last two decades to develop a new
approach or shape the traditional ones to better understand and assess the real impact of the CIs
to the whole economy. For instance, there are several attempts of overcoming the limitations of
value chain by suggesting the usage of value circuit (Jeffcut, 2004), value chaining (Moore
1996), value soup (Lorenzen & Frederiksen, 2003), and value creating ecology (Hearn,
Roodhouse & Blakey, 2015). The latter, for example, describes the operation of creative
industries and emphasizes three significant shifts (1) from consumer to co-creator of value, (2)
from thinking about product value to thinking about network value and (3) from thinking about
cooperation or competition to thinking about co-opetition, thus changing the processes of how
the value forms. Namely, “in value creating ecology the constellation of firms are dynamic and
value flow is multi-directional and works through clusters of networks” (Hearn et al., 2015, p. 6).
Consequently, the approach of the value creating ecologies has a number of similarities with the
theory of creative ecology offered by Howkins (2010).
Taking into account specific characteristics and different sectors and sub-sectors forming the
creative industries, there are a number of elaborated variations of value chains to advance the
understanding of the sector. For example, Pratt (2004, p. 14) classified the supply (value) chains
in three main groups, namely: (1) the content to the audience, (2) audiences to content, and (3)
service-based activities. At the same time, Sacco (2011) argues on the specificity of the creative
industries. For example, regarding single value chains and comparison to traditional productive
sectors is not useful, due to the complex inter-sector relationships and essential aspects as
expressive rationality, intrinsic motivation, and social exchange.
Referring to the previously mentioned analysis of location, it is important to single out creative
clustering, which can serve as a means to promote the development of creative industries through
knowledge and information spillovers, as well as cause positive externalities. Lazzaretti (2009)
considers that creative industries are likely to cluster in the cities and address a vast variety of
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professions and economic sectors. Taking into account the great variety of sectors and subsectors forming creative industries, there are different clustering tendencies. The European
Cluster Observatory (2013) suggests that different cluster tendencies comply with different
levels in the value chain of the CI, stating that specialized manufacturing or publishing industries
tend to be the most concentrated, but the consumer activities, positioned as the furthest, tend to
exercise a reverse tendency. In the discourse on the creative clustering, as a development driver
of local and regional economies and governance tool, Pratt (2004) argues on the lack of evidence
and concepts failure to capture broader spatial, temporal, and organizational dynamics of
production across creative industries. Nevertheless, there are several researches done that support
the two major economic externalities from concentration of the CIs enterprises, namely:
localization and urbanization economies (Lorenzen & Frederiksen, 2007; Lazzaretti et al., 2009).
These, consequently, produce several very positive externalities, like labor market specialization
and institutional specialization for localized economies, as well as diversity of industry, labor,
institutions, and infrastructure-focused urbanized economies (Lorenzen et al., 2007). In 2010, the
European Cluster Observatory conducted a research producing similar findings. Namely, there is
a very close relation between the development of creative and cultural economic activities and
regional prosperity – the regions with the highest concentration of creative activities weathered
the post-2008 economic crisis better. Thus, the cultural and creative industries are an important
component of the local economic development (GESAC, 2014).
The UK (DCMS, 2007) indicates that the revenue generation from the CIs is mostly through
commercialization of the expressive value, namely, every aspect and dimension that expands the
role and understanding of culture. They base the knowledge on Throsby’s (2001) considerations
that the CIs deal with several dimensions of the expressive value, namely aesthetic value,
spiritual value, social value, historical value, symbolic value and authenticity value (DCMS,
2007).
In order to assess the dynamic value of the CIs to the whole economy, Potts and Cunningham
(2008) proposed four creative industries' models:
1. The welfare model (net negative impacts on economy – CIs consume more resources than
they produce).
2. The competition model (creative industry as “just another industry” (p. 236)).
3. The growth model (CI as growth drivers – positive relation between growth in creative
industries and whole economy).
4. The innovation model (CI not as an industry per se, but rather than an element of the
innovation system of the whole economy and, consequently, to the process of change).
There were no definite conclusions, but the evidence tends to support the third and the fourth
models, namely that the CIs growth is driving economical evolution and that it encourages the
dynamics of economic value. Moreover, Potts et al. (2008) found that the contribution of the CI
for economic growth and development exceeds its contribution to culture and society. In the
earlier studies Potts (2007) has discussed the crucial role of the CI to economical evolution,
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considering that economical evolution, depending on time, will at least partly if not significantly
depend on the CIs.
The literature confirms that the growth rates, benefit, and employment of the CI are above
average, as well as that the CI is highly integrated with other sectors and in general conforms to
the characteristics of networked economy (Hearn et al., 2015).
1.4.2 Direct and Indirect Indicators of the Socio-Economic Contribution of Creative
Industries to Overall Economy
There are two main indicators used when considering the socio-economic contribution and the
impact of the CI on the overall economy, namely: (1) direct (key indicators like turnover, value
added, employment, growth, etc.) and (2) indirect or spillover indicators (CI indirect influence
on other economic sectors). The value of indirect indicators is gaining significance, due to the
fact that not only the economic value of the CI is recognized, but also the way the CI stimulates
innovation, new ideas and technologies and thus also the processes of transformative change.
Table 2. Economic Weight of the CCI in the EU-27 (2011)
Value Added
Creative industries

VA (billion
€)

% of
evolution
2008-2011

Employment
% of EU
VA

Jobs
(million)

% of
evolution
2008-2011

% of EU
employment

Core

558

-0.07

4.40

8.3

-2.33

3.82

Independent

211

-1.18

1.67

4.0

-3.88

1.86

91

0.58

0.72

1.7

-1.19

0.78

860

-0.28

6.79

14.0

-2.65

6.47

Non
support

dedicated

TOTAL
creative
industries

Source: Adapted from Tera Consultants, The economic contribution of the creative industries to EU GDP and
employment. Evolution on 2008-2011, 2014, p. 5.

The main quantitative indicators that show the broader EU-wide picture of the cultural and
creative industries sector as a whole are as follows:


According to the KEA (2006), cultural and creative industries generated around 2.6% of the
EU GDP in 2003 or €654 billion and employed over 5 million people (whereas total
employment in EU decreased in 2002-2004, in the cultural and creative industries it
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increased by 1,85%). For comparison, in 2011 the core creative industries6 in the EU-27
countries generated €558 billion in value added to GDP (approximately 4.4% of total EU
GDP), but the value added by the total creative industries (which include core creative
industries and non-core creative industries) in 2011 was approximately €860 billion (6.8%
of total EU GDP) (Tera Consultants, 2014).
According to Table 2, the cultural and creative industries represent approximately 8.3
million full-time equivalent jobs, or 3.8% of total European workforce, and employment in
the total creative industries is approximately 14.0 million, or 6.5% of the total EU workforce
(Tera Consultants, 2014).
According to the KEA (2006), the cultural and creative industries experienced significant
growth of 20% over the 1999-2003, which is 12.3% higher than the general economy.
In 2009 the EU-27 exported more cultural/creative goods than imported (surplus EUR 1.9
billion), and the export to the rest of the world was widely distributed (40% shipped to 189
countries) (Eurostat Cultural statistics pocketbook, 2011).
Figure 2. World Exports of Creative Goods and Services 2002-2011
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300000
2011

200000
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Source: Adapted from UNESCO and UNDP, Creative Economy Report 2013 Special Edition. Widening Local
Development Pathways, 2013, p. 162.

From the global perspective, the CI sector’s contribution is as follows:


Production, trade, and distribution of the CI goods and services as well as the collection of
copyrights associated with their use have been generating increased revenue (see Figure 2).
Moreover, the world trade of creative goods and services reached US$ 624 billion in 2011
(more than doubled compared to 2002) with average growth rate of 8.8% during that period

6

Core creative industries manufacture and distribute creative products. Thus, it includes sectors such as film,
television, music, publishing, advertising, as well as software and online distribution of content. The non-core
creative industries deliver the creative products to consumers, for example, the manufacture and sale of hardware
(TERA Consultants, 2010).
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(UNESCO, 2013). The largest part of world trade of the CI accounts to exports of creative
goods (69% in 2008), leaving creative services with 31% in 2008 (European Expert
Network on Culture Report (hereinafter: EENC Report), 2013).
While carrying out the studies (data available from the period 2002-2013) of the size and
contribution of the CI (or copyright industries categorized in four groups according to their
dependence on copyright material), the WIPO has assessed that the CIs make an average of
5.20% (it varies between 4 to 6.5%) contribution to national GDP (UNESCO, 2013).
The CI experienced more rapid recovery in the post-crisis years. From the world wide
perspective the UNCTAD report (2010) shows that despite the 2008 financial crisis, where
the total global trade contracted by 12%, the world export in creative goods and services in
2008 reached $592 billion, which has doubled since 2002. Hence, it represents an annual
growth rate of 14% for the creative sector in this period (UNCTAD, 2010; Pratt, 2013).
For example, in Australia in 2008-2009 the CI made $31.1 billion gross domestic product,
which is more than a number of traditional industries, such as agriculture, forestry and
fishing, electricity, gas, water and waste services, and accommodation and food services.
The CI had an average growth rate of 3.9% (faster than broader economy) and employed
438.000 people (4.8% of total employment) (Creative Industries, 2011, p. 5).

Apart from the employment and job-creation potential of the CI, there are significant social
impacts that the CI brings. These include fostering social inclusion, promoting gender balance
and education systems concerning children’s social attitudes and behaviors (UNCTAD, 2010).
The objectives of the EU policy achieve the contribution of the cultural and creative industries
through spillovers of innovation and creativity in other industry sectors, social cohesion and
inclusion agendas, regional agendas, and the EU goals of 2020. Thus, the cultural and creative
industries have a comprehensive role in achieving the objectives of the EU policy. According to
the EENC Report (2013), it fosters technological and non-technological innovation, creative
environment, and rich cultural diversity, and creates jobs and employment (especially Small and
medium-sized Enterprises (hereinafter: SMEs)). It also promotes creative thinking and unfolds
creative abilities through education and lifelong education. The cultural and creative industries
enhance intercultural competences and thus contribute to the values, principles, and norms on
both individual and societal levels. In addition, it fosters inclusive societies and gives its share
for creating a sustainable environment to economy and social life. The cultural and creative
industries are recognized to be „driving forces” (Council Conclusions on Culture as a Catalyst
for Creativity and Innovation, 2009, p.3) for the development of the European regions and cities,
as well as contribute to tackling several challenges the EU is facing, namely “demographic
changes, social cohesion, globalization and sustainable development” (Council Conclusions on
Culture as a Catalyst for Creativity and Innovation, p.3).
Most widely, the discourse on indirect contributions forms around the spillover effects7 of the
CIs. According to the Policy handbook prepared by the EU Open Method of Coordination
7

In EU creative spill-overs are defined as the benefits from the cultural and creative industries activities that
contribute and bring positive effects on other economy or society sectors. It also contributes to innovation in the
wider economy. (The Smart Guide to Creative Spill-overs, 2015).
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Export Group on Cultural and Creative Industries (2012), there are different areas, industries and
aims to which spillover effect contributes, as well as various innovative linkages between the
cultural and creative industries and other sectors. However, there is no united framework of
categorizing spillover effects. Nevertheless, they are mostly similar in content. Interaction or
experience sharing with customers (co-creation/co-option), creation of own business based on
the experience from previous occupations, and demand for recorded music as a result of
development of iPods, are just a few examples of spillover effects of the cultural and creative
industries. At some point, spillover effects are understandable as either network effects or
economies of scale.
Sacco (2011) argues that discussion on the CIs spillovers often lacks well-defined conceptual
background, which is the reason for the lack of attention and targeted action from the policy
makers. He suggests that the focus of the CIs spillovers has to be transferred from the economic
outcomes of cultural activities to the behaviors that cause these outcomes. Namely, Sacco (2011)
proposes to encourage and cultivate the “right” behaviors, and one of them is active cultural
participation that causes significant macroeconomic effects in at least eight areas8.
Assessing the impact on the employment, the EU study suggests that the cultural and creative
industries should embrace special characteristics when looking at the size of enterprises.
Namely, even if there are multi-national corporations operating in the cultural and creative
industries, the largest share of them is comprised by very small enterprises (see Table 3) to
which Koojman and Jacobs (2015, p.1) refer to as „the Cultural Ant” operating within rapidly
changing and uncertain environment. Table 3 shows that more than 80% of all the enterprises in
the cultural and creative industries can be defined as micro SMEs (employing less than 10
people) and the great share of them are sole traders (very small businesses or self-employed).
Moreover, on average there are twice as many (or the likelihood of being) self-employed as in
the whole economy (The Entrepreneurial dimension of the Cultural and Creative Industries,
2010). The number of the large-scale enterprises (>250 employees) constitutes less than one
percent, but they account for 40% of annual turnover (The Entrepreneurial dimension of the
Cultural and Creative Industries, 2010).
However, Howkins (2010) argues that the high amount of the turnover produced by the largescale enterprises does not correctly reflect the reality of how ideas are born. Even if they account
for the high amount of the turnover, large corporations are uncharacteristic in the CIs, and they
cause negative effects on financing and distribution in the CIs. Moreover, he emphasizes that
creativity and innovations originate mostly from small companies. To continue the idea of the
negative effects provided by the large corporations, it is essential to point at the impact they
(corporations) have concerning decision-oriented policy and consequently also on the
development of SMEs, which accounts for the success of the big corporations. Thus, R&D
activities and infrastructure (distribution channels) fits the needs of the large-scale companies,
forcing SMEs to be very flexible, dynamic, and risk-taking in order to survive. Furthermore, it
8

These areas are: (1) innovation, (2) welfare (and well-being), (3) sustainability, (4) social cohesion, (5) new
entrepreneurship models, (6) lifelong learning, (7) soft powers, and (8) local identity (Sacco, 2011).
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influences the labor market, as the CIs entrepreneurs are far more likely to work as freelancers,
part-time and on temporary contracts, as well as work in multiple jobs and frequently change
them. The distinction between ‘employed’ and ‘unemployed’ is not clear and often the term
“self-employed freelancer” is the most accurate to describe people working in the CIs (The
Entrepreneurial dimension of the Cultural and Creative Industries, 2010).
Table 3. Distribution of Enterprise per Size Class (in the EU)
Number
of
enterprises (in %)
Sector
Advertising
Architecture
Book&Press
Design
Fashion
Film&Video
Music
Performing Arts
Radio&Television
Software Pub.
Visual Arts
Average

Class of Enterprise (number of employees)

1-3
60.74
62.71
58.74
45.17
51.59
59.73
69.18
63.01
47.40
62.34
61.62
58.38

SMEs
4-9
24.28
22.86
23.95
29.49
25.30
25.69
18.35
21.93
26.86
20.60
21.97
23.75

10-49
13.60
12.59
14.37
21.50
18.95
12.75
10.20
12.52
20.94
13.91
12.86
14.93

50-249
1.19
1.63
2.38
3.36
3.57
1.60
1.83
2.25
3.96
2.64
2.96
2.49

250+
0.19
0.22
0.56
0.47
0.58
0.24
0.44
0.30
0.84
0.51
0.59
0.45

Source: Adapted from Hoogeschool voor de Kunsten Utrecht (2010). The Entrepreneurial Dimension of the
Cultural and Creative Industries, 2010, p. 18.

In this matter, O’Connor (2011) considers that this situation in labor market in the CIs has been
simply a way of shifting job market responsibility from governments to individuals and the
reason of it was the growth of the cultural economy itself. Not only the increase of the number of
cultural products and services, but also their symbolic content to which O’Connor (2011, p.41)
refers as the “culturalisation of the economy” and gives several examples, namely, value of
experience (in different services), value of attention (in marketing and public relations), cultural
tourism, growth of web 2.0 and social networking, etc.

2 CRAFTSMANSHIP
2.1 The Role of Craftsmanship in Creative Industry
The term ”crafts” can be traced back to the medieval period when the craft guilds (1250-1850)
were formed in various industries and commerce sectors in order to organize work. During the
Renaissance era (approx. 1400-1600), the distinction between crafts and arts was first made,
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elevating the sculptors and painters to artesian status, and leaving other industries (including
crafts) as less creative and less prospective. The second half of the 19th century is famous for the
so-called Art and Crafts movement, which occurred mainly as resistance to increased
mechanization and mass production. In the 20th century, the advancement of crafts took place
both in Europe and the USA. For example, several schools opened and styles emerged, including
Art Deco, Art Nouveau and others (Crafts: History & Types, n.d.). At the same time, the end of
the 20th century was a challenge for craftsmen not only in Western Europe (joined in specialized
craftsmen-created niche markets), but even more in Eastern Europe, where the market economy
changed from state owned to free-market economy. This in many cases caused a decrease or loss
of subsidies and tax benefits paid by state to crafts companies and consequently increased prices,
again, causing lack of competitiveness in both domestic and external markets, as well as fostered
unemployment (Cr@ftman Project, 2009, p. 5).
Like the CIs, there are also myriad of definitions concerning crafts. They frequently vary from
country to country, depending on the historical background and local situation, so there is not an
agreed EU definition. Howkins (2013, p.162) refers to crafts as all "hand-made and hand-crafted
objects with both functional and aesthetic qualities.” McAuley and Fillis (2005) similarly
emphasize the importance of craft being hand-made using traditional materials or production
methods, as well as produced as a unique product or service (one-off the kind) or in a small
batch. UNESCO has adopted the definition of crafts from the 1997 UNESCO Symposium
"Crafts and the international market: trade and customs codification.” It emphasizes the direct
contribution by the craftsman as the most substantial component of the finished product, and
states that a craftsman personally controls the manufacture, design and procured materials, as
well as makes (or supervises) the product itself. Campbell (2005) continues this definition by
stating that the product in question must resemble the artisan’s personality. Furthermore, he uses
the term “craft consumption” to refer to the activities where individuals are fully involved in
both creating and consuming the product.
My master thesis examines and describes the role of craftsmanship9 in the broader context of
creative economies in the EU involving diverse and complex descriptions, understandings, and
craft-oriented concepts worldwide. It has resulted in attempts to classify and grasp their full
impact on national regions and global scale.
According to the European report on crafts (Cr@ftman Project, 2009), the craft industry
characterizes a small-sized company, unique and individual goods production, craft as local
supplier or sub-contractor of large enterprises and decentralization in rural areas. In the EU,
crafts (as a part of visual arts or separately) are placed between core creative industries.
According to Figure 3, visual arts are the leading revenue making in the cultural and creative
industries sector in the EU accounting for € 127.6 billion in 2012. As for employment, the visual
9

There are two closely related terms in English language describing the arts and crafts, namely, artisanship/artisan
and craftsmanship/craftsman. In the Longman Dictionary for Contemporary English artisan is described as
“someone who does skilled work, making things with their hands” and craftsman as “someone who is very skilled at
a particular craft.” In my master thesis, I will use the term craftsman as it is in general understood as broader term
that includes in itself also the term artisan.
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arts accounted for more than 1.2 million jobs in 2012 (see Figure 4). In addition, in 2013, the
cultural and creative industries employed on average more youth (15-29 year-olds) than any
other sector (19.1% versus 18.6% in the rest of the economy), thus playing an important role in
the economic recovery and growth (GESAC, 2014, p. 17).
Figure 3. Turnover of Cultural and Creative Sectors in 2012 in the EU (in €b)
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Figure 4. Number of Jobs in 2012 in the EU
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To see the proportion of the crafts in these figures, it is significant to mention that, according to
the study (GESAC, 2014); employment in the sector of visual arts has been formed by sub25

sectors. They are: (1) Art sales and galleries activities (329.940), (2) Visual arts creation,
including photographic activities, design activities and art craftsmanship (793.288) and (3)
Museums and heritage (108.176). The total turnover of the visual arts sector was achieved with
the help of the following sub-sectors: (1) Photography (€8,689m), (2) Design (€19,294m), (3)
Museum revenues (€7,717m), (4) Art sales and gallery activities (€15,600m), (5) Arts and crafts
(€46,337m), (6) Visual arts creation (€29,907) and (7) Copyright/author’s right (€10m).
From the global perspective, it has been estimated that EU together with Switzerland are the
leading markets in visual arts (34% of the world market), followed by China (30% of the world
market) and the USA (29% of the world market). In Europe, however, the UK accounts for
64.5% of the market (GESAC, 2014, p. 81).
It has been problematic to assess the full economic impact of the craft industry due to its
characteristics and unclear definitions and classification. Considering those, the UK DCMS
(2013) proposed to remove the so-called craft category from the CI list, arguing that most craft
businesses are too insignificant to collect viable data and without full and agreed data and
information, the sector seems to be less important. As a response, the Craft Council of the UK
and other organizations prepared proposals and asked to keep the sector on the CIs list. The Craft
Council report, titled “Craft in an Age of Change” (2012), estimated that 88% out of 23.000
contemporary craft businesses in the UK are sole-traders (many of them fall below the VAT
threshold), which causes difficulties with data collection. The 2014 report of the Craft Council,
titled “Measuring the Crafts Economy”, estimated that over 50% of businesses in the craft
industry in the UK fall into the category of unregistered micro businesses. There is also a
substantial amount of craft-occupied people outside the CIs. According to Figure 9, when
combining the economic output of craft industries and occupations, the Craft Council estimated
that the craft economy of the UK all together generates almost £ 3.4 billion (0.3% of UK gross
value added). However, the CIs economic estimates for 2015 DCMS (2015) produced slightly
lower figures and at the same time considered that they are a significantly undervaluation of the
measure of the true craft sector. DCMS, the Craft Council and other stakeholders are working on
the classification issue, namely, to include more craft categories, as well as take into account
micro-businesses.
Table 4. UK Craft Councils Estimates in 2012
Key craft GVA figures
Craft Industries
Craft Industries – Micro Businesses
Craft Occupations in „Other” Creative Industries
Craft Occupations in Non-Creative Industries
Craft Economy

Total (£m)
664
81
243
2410
3398

Source: Adapted from Craft Council, Measuring the Craft Economy. Defining and measuring craft: report 3, 2012,
p. 3.
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According to the data, the contribution of micro-enterprises to the economy is increasing. This
could be partly due to the effects of globalization, namely, fewer market entry barriers and
technological advancement. Craft sector contributes to the economy in a variety of ways, like,
through tourism industry and sustaining rural economies as a great part of craft firms are rurally
located (McAuley et al., 2005). The craft sector and especially SMEs often use local products
and materials, thus contributing to local development (create jobs, provide training, transfer
knowhow) and social integration. Individual craftsmen are often in close contact with customers,
use high quality, and locally available resources and mainly manufacture domestically produced
products (Cr@ftsman Project, 2009).

2.2 Craftsmanship in the Context of Markets and Consumers
At the beginning of the previous sub-chapter, there was a short historical overview dealing with
craft and craftsmanship. The Arts and Craft movement was one of the development periods,
which initially appeared in England as an opposition to mass produce — poor in design and
quality, as well as made in harsh working conditions in factories. The leaders of the movement
considered that the individual craftsmanship – opposite to developing manufacturing and
consumer class – is the way to produce beautiful, well designed and quality objects for and by
the people, and that it is also giving pleasure to both maker and user (The Arts and Crafts
Movement, 1995). However, individual craftsmen could hardly compete with mass market
pricing. Such a for-the-people notion was lost, which consequently, also influenced the
employment of craftsmen.
Even if the situation, regarding design and quality of mass produce in the 21st century, has
changed, the philosophy of The Arts and Craft movement described above is comparable to
nowadays. Namely, mass market and its produce are more affordable and offer decent quality
due to embraced modern technologies. At the same time, it could be argued that the luxury
market and produce (part of the crafts), based on unique and authentic design (with high market
value) still serve as a means to distinguish classes and gives the notion of elitism. Howkins
(2013) considers that crafts can flourish in two separate markets depending on the country and
the value added. The first markets offer high-end designs (part of art market, exhibited in art
galleries, sold at auction). The other markets go in for the larger fashion, tourism, and leisure
markets (where authorship is of little importance). The factor of tourism plays a big part in
relation to the crafts, especially in the context of developing countries, where there is an
emphasis on crafts in order to represent local traditions and heritage. Thus, tourists and tourism
sector is important for development of these local markets, as well as local crafts become as
international symbols of the place (Kean, Niemeyer, & Miller, 1996).
Goretti (2015) argues that craftsmanship nowadays can be seen as a strategic value for the luxury
fashion market, pointing out that demand for it is steadily rising and today the story-behind-theproduct constitutes a substantial value. According to this, the crafts are not only valuable goods,
but the story behind them is equally important, as well. Goretti (2015) gives an example of the
Italian fashion manufacture, which consists of a system of SMEs that have developed the feeling
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of balance between innovative technologies and traditional craft processes, which he refers to as
the so-called advanced craftsmanship. The important factor here is the education and training, as
well as research and knowledge (tradition-based knowledge and values).
Nowadays, it is not enough to create well-designed and high quality product. The characteristics
that are attracting consumers are authenticity, a story behind the product, human touch
(handmade), as well as the overall consumer experience. In four studies carried out by Fuchs,
Schreier and Osselaer (2015) on how the production mode (handmade vs. machine-made) affects
product attractiveness, results showed a strong positive ‘handmade effect’, which is based on
perception that handmade products carry unique value and sustain love. Therefore, it accounts as
an important value driver of the product.
According to statistics, the currency and traveler fluctuations, the global growth of the personal
luxury goods market was 13% in 2015 (compared to 2014), while real growth of global GDP
slowed down (1% to 2% growth). However, according to Bain&Company (2015), the slowdown
confirms the shift to the luxury goods as a so-called “new normal”. In 2015, the global luxury
goods market first time exceeded €1tn in retail sales value, but the personal luxury goods market
reached €250 billion. Howkins (2013) characterizes the global craft market as large and varied,
estimating the value added of high-end designer crafts amount of 3 billion USD (1 billion USD
in Europe) and mass market of 42 billion USD (6 billion USD in Europe).
However, the craft and luxury products do not mean the same and the discussion on the
relationship between them is ongoing – particularly in terms of their potential convergence or
divergence. Salter (2014) argues that even if the luxury sector as a whole nowadays cannot be
seen as a pure craftsmanship, it has an important role on establishing and commercializing the
quality standards. However, with the appearance of new brands matching high quality standards
and expanding fine craft sector, the new hierarchy has been created – not only based on quality,
but also on what he refers to as cultural sensibility. Thus, the main contribution of the luxury
sector to craft nowadays, according to Salter (2014), is so-called commercial creativity, which at
some extent has produced extremely conversant and sophisticated consumers that stand for crafts
and art, and other creative disciplines, gives high importance not only to quality of produce, but
also where it was manufactured (country of origin). This shift indicates the movement from
consumers to so-called prosumers and from consumption to so-called prosumption. The term
“prosumer” developed together with the term Web 2.0, and has been frequently used in this
context. A prosumer is a person who both produces and consumes material within participatory
web culture (Ritzer & Jurgenson, 2010). Despite not being a completely new concept, it has
spiked with the appearance of Web 2.0 tools. One of the main elements of prosumption,
according to Ritzer and Jurgenson (2010), is a trend toward unpaid labor and toward offering
products at no cost. Gunelius (2010,) explains the concept of prosumer as a shift from
professional consumer to brand supporter, which means that people possess the power to
influence the success or failure of companies, products, and brands. A similar concept is the socalled co-opetition (already mentioned when discussing different alternatives of value chain
method). Gnyawali and Park (2009) explain that the importance of co-opetition is even greater
28

from SMEs perspective due to various aspects that describe the environment, where creative
SMEs are working at, like rising R&D costs, uncertain technological development, and lack of
resources for carrying out large-scale projects. However, there are more concepts indicating the
shift in consuming behaviors introducing with popular terms, such as — conscious consumer and
craft or handmade consumer. These terms are directly related to the shift in business thinking
and value creating of the companies – not only separate Corporate Social Responsibility
campaigns count, moreover, ethical behavior and complete transparency are increasingly
important factors.
There have been three broadly recognized consumption models10. Campbell (2005) considers
that none of them fully recognizes the consumer behavior nowadays, thus he offers the fourth
model – the so-called craft consumer model. This model assumes that today significant and
growing part of individuals consume due to the pure desire to engage themselves in various
creative self-expression acts.
To sum up, it is obvious that an increasing number of conscious consumers are for adjusting
business values towards transparency, equality and for maintaining material singularity (also
from the suppliers' part) and other factors that have impact on the society as the whole (at some
extent). All these factors have led to a convergence between the consumption and production
stages, the need for direct user-producer interaction, and close communication with target
audience.

2.3 Main Characteristics of Doing Business in Contemporary Craft Industry
As discussed in the previous chapter, the CIs and visual arts and craft sector can be characterized
by a small-sized company (and start-ups), decentralization in rural areas and local supplies or
sub-contracting to large enterprises. According to Table 3, in the EU the sector of visual arts
comprised (in 2009) 83% of companies, which employed less than 10 employees and the biggest
part of them (61.62%) only 1-3 employees. However, even if small companies represent the
largest shares of all visual arts and craft businesses, they account for a very small share of
turnover, more precisely, for around 5% of total turnover. This, consequently, has an impact on
policymaking decisions and on the development, R&D and infrastructure development of SMEs.
In addition, it forces SMEs to take more risks, be flexible and dynamic. The consequences are
also inevitable in the employment sphere, where more freelancers, part-time and temporary
contract workers are, working in multiple jobs and frequently change them. Thus, SMEs in the
CIs tend to maintain a small core team of employees (combining creation and administration
processes) and prefer outsourcing solutions for ad hoc services. Data also suggest that a high
percentage of freelancers and micro SMEs rely on the networks and personal contacts (The
Entrepreneurial dimension of Cultural and Creative Industries, 2011). Regarding employment in
the craft sector in the UK, 59, 1% or all craft workers are involved in their craft enterprises on a
full-time basis, 30.2% on a part-time basis (McAuley & Fillis, 2005).
10

To two of them in the book „Consumer culture & modernity” Slater (1997) refers as ‘the rational hero’ and ‘the
dupe’, and the third one has been characterized by Featherstone (2007) as ‘self-conscious manipulator’ or
‘postmodern identity-seeker’ (Campbell, 2005).
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When evaluating the entrepreneurial bricolage behavior in the CI, De Klerk (2014) describes
work in the CI environment as uncertain and resource-constrained. It often has to rely on the
networks to approach skills, collaborate, be inspired, access information and knowledge on an ad
hoc basis, etc. He also points to its project-based nature, the need to constantly improvise, be
flexible, collaborate, and recognize the opportunities for further search and alternatives. De
Klerk (2014) showed that, apart from overcoming time and resource constraints with bricolage,
the CI workers use a collaborative management approach to increase creative efficiency
(knowledge sharing, development of mutual skills, collaboration, and co-innovation) and add
value. In other words, create “compete-collaborate-create” environment and combine their
talents with apparent competitors to create employment, support each other, co-create, inspire,
and learn from each other. The finding goes hand in hand with the concept of creative ecologies
offered by Howkins (2010) and the value-creating ecologies offered by Hearn et al. (2015),
where the shift is referred to as co-ompetition, as well as the aspects of learning, and adapting
(building community, collaborating, and competing) are of high importance. Considering the
large share of sole traders, self-employed and micro SMEs in the sector, flexibility and dynamics
are important factors in order to succeed, thus they are more likely to outsource, take up multiple
project (spread risks due to high degree of uncertainty of success), focus on project-based
investments and cluster with different organizations (network-based processes). The focus of
visual arts and craft sector enterprises is on the exclusivity and originality and the artists and
craftsmen often depend primarily on the sale of their work, as well as on the resale rights (De
Klerk, 2014).
Professional skills for each craft are vital, of course, but, to be a sole trader, self-employed or
micro SME nowadays in general ask for comprehensive business and management knowledge.
Appendix I summarizes some of the competences and skills that have already been mentioned
before and are said to be important to succeed as self-employed or SME in the crafts industry.
Even if one could assume that the visual arts and crafts have little or no relation to new
technologies, increased digitization and changing consumer preferences have in fact opened new
production and distribution services also in this sector. Digital photography could serve as an
example. Moreover, IT and digitization (e.g., communication and commerce tools) have been
gradually influencing traditional craft producers. Holmes, Greenhill and McLean (2014) carried
out a study on how the craft and do-it-yourself communities of practice use technologies to
connect, share and create. They found that being a part of a community of practice and likeminded people connects different parties, aids in establishing a creative enterprise, as well as
serves as a skill and knowledge-gaining platform. Another study carried out by Holmes, McLean
and Green (2012) was exploring how independent craftsmen adopt and use social media for
promotion activities. The findings of this study suggest that the need for government-provided
training and support has arisen where development agencies could help, because the main
barriers of adoption of social media, as platforms of promotion features the lack of time, lack of
technical knowledge and unfamiliarity with new media technologies. The most popular
platforms for business promotion were own web sites, social media (such as Facebook and
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Twitter), and the third party online facilitators (e.g., Etsy.com). An important conclusion draws
to the fact that the usage of social media (like Facebook or Twitter) combined with owns web
site or the third party portals (like Etsy.com) can be a better-suited approach for individual
craftsmen in order to compete worldwide and enter developing markets.
Howkins (2013) suggests that due to its characteristics the Internet user becomes a producer and
consumer at the same time. This aspect repeatedly shows the shift from the companies using
people for production and operation to the community-centered system where individuals are
using companies to fulfill their needs, dreams, and requirements. Also within the traditional craft
industry, Internet has played a major role of providing craftsmen with the environment or
ecology to open and expand businesses, as well as to reach international markets and consumers
with only a few clicks. Howkins (2010) considers that Internet is increasing two seemingly
incompatible aspects – autonomy (freedom to choose) and collaboration (many-to-many
environment). These two factors are significant for craftsmen, since in the so-called Internet
ecology they can build their autonomy, create their brand and style, as well as reach the likeminded individuals or groups, also consumers or even find producers or manufacturers to
procure better materials.
Considering the variables and influencing factors, the business strategies in the CIs are
developing, temporary and sympathetic to customer's demand, as well as based both on
intuitive/emotional knowledge and on standard market research (The Entrepreneurial dimension
of Cultural and Creative Industries, 2011). Consequently, SMEs in the CIs (not exclusively)
constantly have to develop, innovate, learn, adapt, take risks, and be ready to shape their
business models according to ever changing environment. The traditional linear value chain
hardly fits the ever-changing environment, thus the term “value creating ecologies” has acquired
popularity due to its dynamic nature, multidirectional value flow and growing trend of working
through the clusters of networks, especially in the CI enterprises.

3 METHODOLOGY
3.1 Methodology
This sub-chapter introduces the employed research approach. It goes through the research design
proposed by Saunders, Lewis and Thornhill (2012) and explains the choice of philosophy,
approach, methodology, and strategy.
According to Saunders et al. (2012), the research onion-model or design consists of six layers,
namely: (1) techniques and procedures, (2) time horizon, (3) strategies, (4) methodological
choice; (5) approach and (6) philosophy (see Figure 5 below). Saunders et al. (2012) invites to
make assumptions at every stage in the research, and these assumptions shape the way one
understands the research questions, methods and interpret findings, therefore also underpins the
research strategy.
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The outer layer of the onion-model refers to the so-called research philosophy, and, as Saunders
et al. (2012, p. 129) emphasizes, none of the philosophies are superior; they are rather all “suited
to achieving different things.” I consider that the so-called interpretativism research philosophy
is the most appropriate and well-fitted to reach the objectives of my master thesis. It has emerged
from the two intellectual traditions – phenomenology and symbolic interactionism, and suggests
that the social environment of business and management is too complex to be analyzed by
definite laws. Moreover, the society, behaving as actors, breathe in the meanings and interpret its
(and the ones of others) everyday social roles in accordance with their own set of meanings
(Saunders et al, 2012). The choice of interpretativism for the analysis of the Etsy case is because
it comprises many small businesses worldwide, thus making the environment ever changing,
multicultural, and subjective for any user (both sellers and buyers). It unifies the traditional craft
industry with a rapidly growing and developing Internet environment, thus giving the possibility
for craftsmen, who are often sole traders and residing in rural areas, to get in touch with each
other (form communities) and be a part of ever growing creative economy. The focus of the
research approach is on details and the reality behind them that support or oppose the fit between
Etsy, its business model, and operation in the theory of creative ecologies.
Figure 5. The Research Onion Model

Source: Adapted from M. Saunders et al., Research Methods for Business Students, 2012, p. 128.

There are two main approaches for the research: deductive and inductive. There is also a third
one, called abduction, and seen as a hybrid of both. As to deduction, a theory and hypothesis are
developed and then tested (from more specific to more general). As for induction, data are
collected and theory developed because of the data analysis (from broader observations to more
specific generalizations and theories). Abduction is a combination of deduction and induction,
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thus, the data are used to explore a phenomenon, identify the themes, and explain the patterns, to
generate a new or modify an existing theory, which is subsequently tested, often through
additional data collection (Saunders et al., 2012). According to these characteristics, the research
of my master thesis tends to use the abductive-research approach, because of the idea to do a
research on the business model and operation of Etsy, which led to creative economy, crafts, and
the theory of creative ecologies. Finally, Etsy conforms to the principles of the theory of creative
ecologies as tested.
As for the methodological choice, to distinguish between mono and multiple methods, I employ
a mono method of qualitative methodology, more specifically — an approach of a case study
research. According to Saunders et al. (2012, p. 163), qualitative research is associated with
interpretive philosophy, as there is a need to “make sense of the subjective and socially
constructed meanings expressed,” and in practice qualitative research uses an abductive
approach. Yin (2009) distinguishes between three different research approaches: (1) the
exploratory, (2) descriptive, and (3) explanatory. Saunders et al. (2012) refer to this division as
the nature of research design. According to characteristics of each of the possible designs, this
study has an exploratory nature, asking “how” and “why” questions (Yin, 2009), trying to find
out “what is happening” (Saunders et al., 2012, p. 171) and gaining deeper insight of the chosen
topic.
The Etsy's study aims at exploring its business and social model's collaboration, and how it
practically fits within the aspects, principles, and characteristics of the theory of creative
ecologies by Howkins (2010).
Yin (2009) distinguishes four case study strategies based on if it has a: (1) single case or (2)
multiple cases, and whether it is (3) holistic case or (4) embedded case. This study uses a design
of holistic single case. The longitudinal time-horizon is used for this case study, because the
company has been analyzed since its establishment until today.

3.2 The Choice of Case and Method
The goal of the research is to answer the following research question: How does the e-commerce
craft market Etsy conform to the theory of creative ecologies? The research subject – Etsy, has
been singled out due to its fast growth pattern, societal business model and philosophy, as well
as the fact that it is directly contributing to development of handmade and craft niches,
increasing its visibility and contribution to the value added of creative industries worldwide. It is
also unique due to its focus on strong community construction and provided support for the shift
to prosumerism. Since the foundation of Etsy (and later on similar webpages), craft, handmade
and vintage products have acquired importance. It has become an international marketplace for
many craftsmen who did not sell their produce before, thus it has greatly contributed to the
development of small businesses and serves as both primary and additional source of income to
households worldwide. To craftsmen Etsy offers a platform to get in touch and reach their
consumers, thus minimizing the necessity of commuting or forming a real life clusters.
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The Etsy analysis deals with two parts. The first part is the description and analysis of Etsy’s
business model according to the Triple-layered business model canvas (hereinafter: TLBMC) by
Joyce and Paquin (2016). This model is based on the Ostenwalder’s business model canvas
(2010); however, it adds two more layers: an environmental layer and a social layer. The original
Ostenwalder’s business model canvas (hereinafter: BMC) consists of nine building blocks or
interconnected components, namely: (1) Value Proposition, (2) Customer Relationships, (3)
Distribution Channel, (4) Key Resources, (5) Key Activities, (6) Partners, (7) Customer
Segments, (8) Cost Structure and (9) Revenues (Joyce et.al., 2016). As explained by Joyce et al.
(2016, p. 4), the second – environmental layer of the TLBMC is based on the “life cycle
perspective of environmental impact,” but third – social layer “builds on a stakeholder
management approach to explore an organization’s social impact”. The environmental layer
consists of the following interconnected components: Supplies and Outsourcing, Production,
Materials, Functional Value, End-Of-Life, Distribution, Use Phase, Environmental Impacts, and
Environmental Benefits. The social layer consists of the following interconnected components:
Local Communities, Governance, Employees, Social Value, Societal Culture, Scale of Outreach,
End-User, Social Impacts, and Social Benefits. Joyce et al. (2016) consider that in BMC the
social and environmental value is not taken fully into account comparing to the overall economic
value orientation it has. Thus, the TLBMC more explicitly integrates economic, environmental,
and social value, and, consequently, creates a more holistic view of corporate sustainability.
The second part of the analysis of Etsy was carried out according to the main characteristics of
the theory of creative ecologies offered by Howkins (2010). As discussed before, the method of
creative ecologies presents four aspects of ecological thinking, which Howkins (2010) finds
directly related to creativity and innovation, and, thus, being of the key importance to any
person, company, or organization eager to succeed in the creative economy. These four aspects
are diversity, change, learning, and adaption. The Etsy case was analyzed through these aspects.
Nevertheless, other aspects and principles that are important for creative ecologies to sustain and
flourish were also taken into account. The aim of the study is to find out to what extent ecommerce craft market Etsy conforms to the creative ecologies theory. It is going to be achieved
through answering the following sub-questions:
1.
2.
3.
4.

How does the diversity aspect conform to the Etsy case?
How does the change aspect conform to the Etsy case?
How does the learning aspect conform to the Etsy case?
How does the adaption aspect conform to the Etsy case?

4 THE CASE STUDY OF ETSY
4.1 About the Company and its Users
As an e-commerce website Etsy.com (hereinafter denoted simply as Etsy) was founded in June,
18, 2005 by Robert Kalin, Chris Maguire and Haim Schoppik with the purpose to create an online art-and-craft market place. The initial office opened in Brooklyn, New York, which still
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serve as the headquarters of Etsy. There are nine additional offices around the world, namely in:
Berlin, Dublin, Hudson (NY), London, Melbourne, Paris, San Francisco, Tokyo, and Toronto. In
total, 979 employees work for Etsy (as of November 1, 2016). According to the information on
Etsy’s webpage, there are more than 40 million items for sale, 1.7 million active sellers, 27.1
million active buyers (from over 150 different countries) and annual gross merchandise sales in
2015 reached $2.39 billion (for comparison – in 2014 gross merchandise sales were $1.93 billion
(Etsy Progress Report, 2014; About, n.d.). The increase of the total annual merchandise within
the period 2005-2015 can be seen in Figure 6. The growth of Etsy in the first six years of activity
can be further viewed in Appendix J. It shows a very similar growth pattern to one of the most
popular on-line marketplaces – eBay.
According to surveys of Etsy entrepreneurs (Building an Etsy Economy: The New Face of
Creative Entrepreneurship, 2014), which includes US market data only, 30% were found to sell
creative goods as their sole occupation. For the rest, their creative business supplements other
jobs, and on average contributing 15% to total household income. 76% of respondents consider
their Etsy shops as business platforms. 86% of Etsy sellers are women and are twice as likely to
be young adults (under age 35) than other US business owners (see Appendix K). Many are
parents with children at home, 56% have college education, and 17% have household income
under $25,000 annually. However, on average the income of the Etsy sellers’ household are
slightly higher compared to the general US population, showing they come from the
backgrounds with income above average.
Figure 6. Etsy's Total Annual Merchandise Sales Volume from 2005 to 2015 (in million USD)

2005

2500

2006
2007

2000

2008

1500

2009
2010

1000

2011

500

2012

0

2013

Source: Adapted from The Statistics Portal, Etsy's total annual merchandise sales volume from 2005 to 2015 (in
million U.S. dollars), n.d.

According to the graph, 45% of current Etsy sellers had never sold their goods until they sold
them on Etsy. As to families with small children at home, the graph is showing a steady growth
upwards reaching the point above the half, and 60% among them are under 35. Most Etsy sellers
manage their businesses themselves, work alone from home, and are self-educated. 65% turned
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for capital to start their businesses, 83% out of them used personal savings and 1% obtained a
loan. 90% wish to grow their sales in the future. 52% believe Etsy works to make the world a
better place and 71% agree that growing their businesses sustainably and responsibly is
important to them (Building an Etsy Economy: The New Face of Creative Entrepreneurship,
2014).
Etsy has also estimated the approximate demographics of its buyers (survey was done in 2009 in
USA only (see Appendix L)). The majority of them are young females, with no children and
making less than $60,000 a year. 62% of them have graduated colleges. Thus, a potential Etsy
buyer is an 18-34-year old college-educated female with no children, who makes less than
$60,000 a year (Building an Etsy Economy: The New Face of Creative Entrepreneurship, 2014).

4.2 The Etsy Business Model
Etsy’s mission is “to reimagine commerce in ways that build a more fulfilling and lasting world"
and vision is “to build a new economy and present a better choice: Buy, Sell and Live
Handmade” (Etsy Mission&Values, 2016).
Internet is serving as a mediator to create new ways of shopping, learning, sharing, expressing,
and counseling art. It is thus giving a chance for independent craftsmen, who otherwise often
struggle with finding the appropriate distribution channels and marketing approaches, a platform
to reach their customers and like-minded people worldwide. To reach its goals, Etsy implements
a peer-to-peer production and the business model of network economy, encouraging small
business owners to sell on Etsy and to collaborate with each other. This consequently brings up
an issue for new sellers. Namely, the communities, virtual networks, and forums, where business
owners share their resources and where shops are cross-promoted, have become relatively
strong, and new sellers are facing difficulties to start the Etsy business due to increasing
difficulties to attract attention (22 exciting Etsy sales statistics, 2015).
However, at the same time, the so-called community experiences the biggest success of Etsy due
to its strong engagement. Etsy business strategy has reached its target goal by supporting small,
creative businesses and by offering the necessary tools for further education and encouraging
share-sell relationship. Namely, the community's engagement, development of tools and
educational materials to empower sellers, easy-to-set-up e-commerce page for SMEs and
conventional financial regulations are the cornerstones of Etsy’s business model. The only
restrictions by Etsy are that all the items on their site should be either vintage, handmade, or a
supply to make other handmade items.
4.2.1 Economic Layer
According to the TLBMC, the first layer (the one of the Ostenwalder’s BMC) consists of nine
interconnected components that can be divided in four main blocks: (1) Infrastructure, (2)
Product offering, (3) Customers, and (4) Finances (Iacob, Meertens, Jonkers, Quartel,
Nieuwenhuis & Sinderen, 2014).
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Infrastructure
o Key resources: Key resources of Etsy’s business are the on-line platform it has
created and the community it has built, as well as the collection and continuous flow
of high-quality unique handmade goods (Progress Report, 2014).
o Key activities: Consequently, the key activities of Etsy are the ones to keep the key
resources satisfied and present, namely, the maintenance and development of Etsy
platform and tools for sales processes, providing on-going learning opportunities for
Etsy sellers and employees and creation of strong and engaged community (Progress
Report, 2014).
o Partner network:
 Etsy customers (and explicitly craftsmen and SMEs) form the main – central,
network that creates value.
 Next ‘circle’ includes all the interested to expand the business, such as,
designers and suppliers (for example, for raw materials and tools).
 Another co-network constitutes the interested between Etsy and local
organizations and businesses (e.g., learning possibilities, trainings, workshops,
etc.).
 Finally, the existing circle of retail design stores Etsy is collaborating with
(Progress Report, 2014).
Product offering
o Value proposition: The value proposition of Etsy is structured around its on-line
platform, which attracts artisans and small merchants from all around the globe
offering high-quality handmade products (Progress Report, 2014).
Customers
o Customer segments: Etsy customers are both sellers and buyers. Sellers are sole
traders, small merchants, the SMEs and artisans who want to utilize the Etsy on-line
platform for their business prospects. The consumers-to-be from all over the world are
the ones who are interested in purchasing unique, handmade products at Etsy from
small/local producers or artisans (Progress Report, 2014).
o Channels: As for communication channels, one might argue that it is almost nonexistent. Namely, there is no need for more extensive advertizing campaigns on TV,
radio or other media (Progress Report, 2014). On the contrary, already from the very
beginning Etsy relies mostly on a word-of-mouth approach, emphasizing that it agrees
with their prospects of success. However, Etsy is using social media platform like
Twitter, Facebook, YouTube, Instagram and Pinterest, as well as it has released Etsy
application, which has given a significant increase in visiting Etsy (Progress Report,
2014). As one of the most successful social media channels Etsy exploits Pinterest. On
Pinterest, it has created 78 boards in different categories and covered a variety of
topics. Further, the uniqueness of Etsy’s presence on Pinterest has been created
through their Guest Pinner Program, allowing the Etsy customers (guest pinners) to
co-create their Pinterest profile and use it as their joint (and Etsy’s) marketing tool.
Consequently, Etsy is the most pinned site on Pinterest (Success story: Etsy, n.d.).
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However, Etsy sellers are free to exercise their own marketing methods – they can rely
on the word-of-mouth strategy, or take advantage of some possibilities offered by
Etsy, like purchasing product highlight spots in the search engine, etc. (Progress
Report, 2014; Etsy Marketing Infographic: New Statistics on Using Etsy for
Marketing, n.d.).
o Customer Relationships: Customer relations are reinforced through creation of the
strong and engaged online community, through raising sellers' awareness and support,
capability to share knowledge and experience and to increase local commerce
(Progress Report, 2014).
Finances
o Cost structure and Revenue streams: As for the financial side, opening an Etsy shop
is free of charge. However, it charges USD 0.20 listing fee for each product (for four
months) and takes 3.5% commission on each completed sale. These two services plus
advertisements (highlight spots, etc.) form Etsy’s revenue stream (Etsy: About, n.d.).
Maintenance and prospective development of online platform and tools, as well as
staff salaries serve as the main cost/price drivers (Progress Report, 2014).

4.2.2 Environmental Layer
According to the TLBMC, the second layer is the so-called environmental layer. Etsy
emphasizes its commitment to the company's values and believes that business can be a force for
positive change and that it has a higher social purpose beyond deriving simply profit. To reflect
that, in 2012, Etsy became a Certified B Corporation, which means that they intend to use “the
power of business to solve social and environmental problems” (Etsy joins the B Corporation
movement, 2012). Besides, the B Corp assessments are a framework to measure the company’s
success against rigorous values and responsible practices in all the aspects – employment,
supplies, community, consumers, environment, and shareholder value.
Etsy has established the system to measure and reduce its ecological impact. That includes
engaging the customers and suppliers in following the prescribed standards. In 2014, Etsy
established the Etsy Sustainability Commission (hereinafter ESC) that unifies the members from
all the departments to ensure the proper expertise in all the areas. The ESC has been working on
creating a comprehensive strategy of sustainability, also focusing on four categories: Carbon
Neutral, Zero Waste, Mindful Materials, and Sustainable Work (Progress Report, 2014).
Environmental layer in the TLBMC discusses and analyzes the following interconnected
components:



Functional value: The craft or vintage product, which is made and passed on to the end
consumer, makes the functional value of Etsy.
Materials: Etsy is constantly expanding, opening new subsidiaries, and employing more
people. Thus, environmental issues and protection (energy, water, waste, and travel) become
important factors. Etsy is striving to decrease the water consumption in the offices by
selecting low-flow and waterless fixtures for office spaces, choosing plants that require less
water, etc. The measurements for the year 2014 suggest that Etsy used 2,047 cubic meters of
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water in all the offices, which adds up to 3.83 cubic meters of water per person (Progress
Report, 2014).
Etsy is reducing the waste production by intensively monitoring the packaging and products
they buy. Data suggests that in 2014 Etsy reduced the waste sent to landfills per employee
by 21%. It was achieved by supervising what and how much waste had been brought into
the offices. Etsy has improved signage and developed waste and recycling training programs
for its employees, as well as created the composting process in the company that delivers the
compostable waste to the close-by farms (Progress Report, 2014).
The team of Etsy’s Brand Design is carefully considering the production materials. It also
manufactures processes and the life cycles of each item (functional, promotional, marketing
materials) they produce. The company strives to use locally produced and multiple-used
materials, produce durable (if possible – for several projects), and re-purpose and
reconfigure already existing materials for its new projects (Progress Report, 2014).
Production: As Etsy's business relies on the energy to run their data centers and manage
offices (Progress Report, 2014), energy is one of the core-production factors. With the Etsy
staff constantly expanding (38% increase in 2014 compared to 2013) and new offices
opening, the energy consumption has been increasing (41% increase in 2014 compared to
2013 (Progress Report, 2014)). The company' executives are considering the option of
switching to renewable energy sources, which would also include renewable energy
projects, local purchasing, etc. As for the 2014, 9% of Etsy’s total electricity consumption
across their data centers and offices came from renewable sources (Progress Report, 2014).
Efficiency has been increasing with embraced new technologies, better solutions and
advanced technological equipment.
Supplies and outsourcing: Etsy is cautious to choose the right suppliers, providers, and
partners that are loyal to the same values and philosophy on many aspects, including
environment. For example, in 2014 they formed partnership with Sabey as their West Coast
data center provider that were glad to accommodate the ecological monitoring. It resulted in
nearly 100% of carbon neutral energy use at Sabey.
Several outsourcing aspects have been already mentioned before, like, Etsy is moving into
the direction of local purchasing (energy, food, materials, etc.). Etsy’s team of the
Responsible Seller Growth produce internal materials called “Makers Matters” to talk about
materials, processes, and social organizations behind the goods (for example, the origins of
textiles, the mining of precious metals, the cutting-edge printing technologies (Progress
Report, 2014)). These activities show that Etsy is concerned about procurement services —
where the materials come from, what (and how humane) are the production processes to
them, etc.
Distribution: As for the distribution, Etsy itself has little to do with that because customers
arrange the distribution of products by themselves. Nevertheless, Etsy is striving to deepen
the concern about the impact of the shipping-caused greenhouse emissions. In 2014, the
marketplace shipping of Etsy created 144,065 metric tons of CO2 greenhouse gas emissions,
which exceeds the 2013 emissions by 28% when the amount was 108,013 metric tons of
CO2.
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Use phase: The use phase includes the energy and material needed to maintain the offices
and data centers as on-line platform and Etsy’s key resource. Thus, the use phase includes
all the elements that are important for keeping the platform running. There are no separate
energy-use data available, apart for the ones described in the production factor.
End-of-life: Etsy is striving to decrease the waste sent to landfills, thus improving the
recycling system and improving the composting process. In 2014, 24% of all the waste was
composted, 21% was paper, and cardboards (recycling), 21% — bottles and cans
(recycling), 1% — e-waste and 33% of waste was sent to landfills (Progress Report, 2014).
Thus, Etsy recycles and/or composts approximately two thirds of the total waste.
Environmental impacts: According to the Etsy’s Progress Report (2014), the total footprint
of greenhouse gas in 2014 reached 147,957 metric tons of CO2, 97.4% of which was
contributed by the shipment service of the marketplace. The second largest (1.3%)
contributor was data centers, and then business travel (0.9%) takes the third place, after
come employee commuting (0.2%) and offices (0.2%).
Environmental benefits:
o In 2014, each employee has reduced the amount of waste for dumping by 21%
(compared to 2013).
o The energy consumption and management have been continuously improving.
o Prudently chosen suppliers and outsourcers have been investing in renewable energy
projects, local purchasing, etc.
o Recycling and composting activities have been gradually pursued.
o Environmentally friendly thinking has been encouraged in choosing the right materials
and technologies.

4.2.3 Social Layer
Following the TLBMC, the third layer is the so-called social layer. Its main purpose is to
emphasize the “mutual influences” (Joyce et al., 2016, p. 6) between the organizations and its
stakeholders, as well as to detect the main social impacts these relationships bring forward. In
addition, social layer consists of nine interconnected components:




Social value: Etsy emphasizes its commitment to its values and notes that all the policy
decisions are guided and made in line with them (Progress Report, 2014). That includes the
efforts to minimize the impact on scarce natural resources, ensure safe transactions, and
minimize fraud and risk, etc.
Employees: Observing Etsy’s employment policy, there are several things worth
mentioning apart from its innovativeness and diversity:
o They strive for a leadership to become a collective experience through shared
governance practices, issue solving systems and meetings aimed at discussing the
topical systematic or other kind of issues.
o Etsy encourages life-long learning and educational awareness and has various
programs designed to support them.
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Governance: In 2012, Etsy became Certified B Corporation. Further, in 2015, they became
the second Certified B Corporation that has been publicly trading. Etsy is transparent and
mindful in decision-making, and they do actively engage stakeholders in value creating and
decision making, etc. (Progress Report, 2014).
Communities: As Etsy has subsidiaries in several countries, it is important to engage all the
communities to follow the company’s course, as well as it is significant to evaluate each
community separately and take into account their cultural backgrounds. Etsy is striving to
make all the employees feel their affiliation with the company, without losing one's singular
microenvironment and being able at some aspects to preserve separate and culture-sensitive
functioning.
Etsy is striving to support local businesses and organizations by investing in different
projects, maintain local-purchasing strategy, etc. The company is on good terms with its
business partners and stakeholders, organizing different common events, cooperating for
catering, recycling, composting, energy management, etc., as well as providing with various
training and learning opportunities.
Societal culture: It is important to see the impact of the company on the society, because
business cannot succeed when society lacks its awareness. This is one of the basic principles
of Etsy to run business-like operations and activities. Etsy empowers the craftsmen and
small business owners and supports them in their business deals. In addition, even a certain
Etsy-like culture has been built (Progress Report, 2014) to strengthen the CSR practices and
activities and make the society better off.
Scale of outreach: The statistics of Etsy's customers represent the company's scale of
outreach. Another value characterizing Etsy’s outreach is the number of various worldwide
trainings and educational programs, especially in developing countries.
End-users: As discussed before, the end-user of the craft products could be called craft
consumer. Etsy's end-users are customers who value hand-made goods, support local
craftsmen (and economy), are willing to purchase high-quality and unique goods. Etsy is
looking forward to providing this value to end-users by empowering craftsmen through
different training, educational programs, on-line materials, workshops, and consolidated
community through shared experience, cooperation and competition. In this way, Etsy has
been gradually increasing the value and quality of hand-made products sold in the
marketplace, and satisfies consumers' demand for unique, high-quality goods.
Social impact: When considering negative social impacts, there is no clear understanding.
In the case of Etsy, it could include the fact that for new sellers it is difficult to gain a
membership of a strong well-formed community. As Etsy tends to form long-term
relationships on all the levels, fair competition and engagement that is more flexible must be
considered as great concern to avoid commercial disruption.
Social benefits: Also, a broad range of indicators can measure social benefits. Considering
all the aspects discussed before in this social layer, the social benefits might include the
personal development of Etsy sellers, community engagement, provided training and
educational opportunities (for both employees and customers), and partnership with local
farmers, suppliers, manufacturers.
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4.3 Etsy in Creative Ecology: Results of Analysis
The results of the analysis of Etsy will be presented in the same order as Howkins’s 4-part
framework.
4.3.1 Diversity
This aspect has been analyzed from different perspectives (employee's diversity and customer's
(seller/buyer) diversity) and, as suggested by Howkins (2010), also by different levels or
relationships. In Table 5, I summarize the main aspects of diversity in Etsy, followed by
extensive analysis of the aspect.
Table 5. Summary of the Main Values of the Diversity Aspect in Etsy
Etsy is concentrating on building an inclusive and opened company culture that respects
everyone.
Etsy has large and diverse base of customers.
Women comprise 86% of Etsy sellers and 67% of buyers.
Etsy leads diversity-supported industry for sole traders and small businesses.
Etsy has flat organizational structure with diverse relationships.
Inter-customer relations are priority and enhanced through various programs.
Etsy supports interpersonal exchange (communication, discussion, reviewing, direct messaging)
Etsy encourages blogging platform as official communication channel.
Etsy enhances inter-business and inter-industrial relations.
4.3.1.1

Employees

Etsy has over 800 employees (979 as of 1 November 2016) and Etsy’s vision is for “the people
who are building our platform to be as diverse as the people who make up our global
community” (Diversity at Etsy, 2014). For the last few years, Etsy has taken pains to fulfill this
vision. The latest data on gender diversity (as of 31 July 2014) shows that Etsy is a genderbalanced company. Namely, in overall 51% of employees are female and 49% male (Diversity at
Etsy, 2014). The differences arise at technical departments and top-level officials (more males
than females), consequently – there are more females than males working in non-technical
positions (see Appendix M). The latest data available (as of 31 July 2014) show that in overall
(in the USA) 79% of Etsy employees are white, 11% Asian, 4% Hispanic, 3% Black, and 3%
have two or more races (Diversity at Etsy, 2014). The division is quite the same in leadership
and both technical and non-technical departments (see Appendix N). Etsy’s HR departments
Vice President Brian Christman emphasizes that metrics alone do not properly show their effort
to create inclusive culture that naturally encourages and sustains diversity of all kind, noting that
it is of high importance also how accepting and supporting is the company, as well as if people
feel valued, accepted, included, and free to thrive (Diversity at Etsy, 2014). Thus, Christman
states that Etsy is not concentrating on numbers at this point, but rather on building an inclusive
and culture-opened company, that respects everyone. This reflects also in the Etsy’s internal
annual The Happiness Index, which is designed to measure not only how employees feel in the
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company, but as well how they feel among colleagues and on individual level. One of the
measurements is the score of personal well-being, which in 2013 and 2014 reached 84%
(Progress Report, 2014). Contentment and support make the part of the score's measurement
employees get from interoffice relationships.
To reflect on several efforts by Etsy to increase both the gender balance and ethnic diversity, it is
important to pay attention to the Hacker's School program for young engineers. Two thirds of
employees in Etsy’s technical departments are males (Etsy CTO: Prioritizing Diversity, 2013).
However, the situation was quite different a few years ago. According to Kellan Elliot-McCrea,
the Etsy CTO, (Etsy CTO: Prioritizing Diversity, 2013), in 2011, the engineering team of Etsy
consisted of 47 employees and only three of them were women. Moreover, Elliot-McCrea (Etsy
CTO: Prioritizing Diversity, 2013) refers to an “unfortunate boys vs. girls dynamic” when they
were split by gender even by their desk positioning in the office. The decision of management
was to implement a gender-role balance in the department, thus – hire more women engineers.
At first, the balance even worsened – after a year there were four women out of 85 engineers in
the department, which represents a 35% decline in gender diversity. Hence, Etsy management
intensified its efforts on gender diversity by offering grants for women participants in the Hacker
School and convincingly promoting this opportunity to young women. Consequently, in the first
grant-year, half of the class in the Hacker School was women (see Appendix O for the increase
of women applicants).
Elliot-McCrea emphasizes the increase by noting that in a pre-grant period during the spring
program there were only three women applicants accepted and only one of them attended the
program. In summer when the grants were available, 24 women were accepted and 23 of them
participated. Moreover, later Etsy hired five of them (and three men, to show the difference). In
2013, the engineering department employed 110 people and 20 of them were women, which
represent a 400% growth since 2011 (Etsy CTO: Prioritizing Diversity, 2013).
Gender-diversity efforts consequently engaged not only more women engineers to Etsy, but, as
stated by Elliot-McCrea, also “better male candidates” that honor gender-diversity and are ready
to learn, collaborate and communicate (Etsy CTO: Prioritizing Diversity, 2013). Elliot-McCrea
refers to diversity as a value as “making the new normal” (Etsy CTO: Prioritizing Diversity,
2013). In 2015 Hacker School intended to create a graduating class reflecting the cultural and
racial diversity in the USA and worldwide. Consequently, Etsy offered a living expense grants to
women, black, non-white Hispanics, Native Americans, or Pacific islanders. The goal of this
initiative was to create a more diverse and viable pool of candidates for technical posts at both
Etsy and other companies (Diversity at Etsy: More Than Just Numbers, 2014).
As in non-technical departments the gender balance of employees slightly differs, Etsy does
prioritize its technical departments and takes pains to improve the balance there. Christman
emphasizes that having a multi-cultural employee base, where everyone feels welcomed, boosts
creativity and collaboration, thus improving not only the processes, but also the end-product,
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which at the very basics conforms to the Etsy's platform (Diversity at Etsy: More Than Just
Numbers, 2014).
4.3.1.2

Customers

As it was discussed before, there are more than 1.7 million active sellers (from over 80
countries) and 27.1 million active buyers (from over 150 countries) forming the Etsy's customer
base. According to statistics, the gender balance suggests that 86% of Etsy sellers and 67% of
buyers are women. However, noticeable numbers of countries of origin cover a great part of the
world, thus featuring multi-cultural base of customers. Figure 7 shows that more than half
(56.6%) of Etsy's visitors are from the United States. However, the rest of the customers come
from various countries around the globe (in Europe, Asia, and Australia). In addition, it is
accessible for anyone resulting in possibility of great diversity.
Figure 7. Etsy Visitors According to the Country

Source: How popular is Etsy.com?, 2016.

Another aspect of how to look at the multi-nationalism of customers is that by supporting
craftsmen – sole traders and small businesses. Namely, many small companies make wider range
of products than few bigger corporations would do. Consequently, Etsy, by encouraging multicultural diversity within the business environment, increases the product-diversity within the
industry.
4.3.1.3

Diverse Relationships

Etsy’s organizational structure is flat, thus relationships between everyone form on equal rights,
and everyone is welcome to question or suggest some solutions or ideas. Etsy refers to it as
“leadership as a collective experience” (Progress report 2014, p. 11). Many practices show how
the relationships in the organization build and maintain. There are few of them as an example:


The system of dynamic feedback that strengthens relationships between employees and
managers by offering year-round feedback collection on all matters (Progress Report 2014).
44



The principle of shared governance and efforts in creating unblemished environment of
problem solving.

The annual Happiness Index 2014 (Progress Report 2014, p. 21-30) reflects the employees’
contentment with the processes and relationships in the organization. Here are a few of the
measurements that show how employees honor different aspects:






86% of employees feel company affiliation and enjoy mutual trust
69% of employees receive useful feedback, work-acknowledgement, and performance
monitoring.
77% of employees can confide in their managers and senior executives.
76% of employees are welcome to suggest improvements and express criticism, as well as
feel that suggestions are taken into account and lessons are well learned.
79% of employees think that inter-department collaboration and teamwork performance well
managed.

Etsy is interested in knowing their customers (mainly sellers and manufacturers) personally. The
company believes that inter-personal relations help the employees to see the purpose of their
work behind and ensure that they can trust in long-term benefits and success. Thus, there are
different programs that Etsy has launched to strengthen connections and linkages between the
company and its customers, receive direct feedbacks, and implement them in the decisionmaking process. For example, Etsy's employees visit the workplaces of their sellers, meet local
manufacturers, and participate in the department of quarterly rotation for member-support
purposes.
Etsy's’ platform itself is a space where diverse relationships can (and are) formed. In a way, it
functions as a social network, where users have personal profile, and they can build interpersonal
relations, write reviews and direct messages. There is a forum-part platform where users can
exchange with diverse topics, create communities, and ask for opinions and advice. Etsy has also
created a blog part, through which management (as well as executive team) and employees
exchange information with users (and in general with everyone, because this is not restricted
only to users). The blog platform serves as an official communication channel, announcing
different news, statistics, plans, or developmental milestones.
Another Etsy's concern of high importance is the created cooperation between small businesses
(designers) and the manufacturing industry, namely, bringing them together to increase their
operations. A dedicated team, the Responsible Seller Growth supervises and provides support for
the whole process. As Etsy has stated, these partnerships are “local on a global scale” (Progress
Report, 2014 p. 39), namely, 86% of manufacturing partnerships take place between sellers and
partners in the same country. Etsy has expanded or redefined the definition of handmade, which
allows sellers to cooperate with manufacturers. This shift has received both praise and
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criticism. 11 In general, it means that sellers can hire employees, outsource shipping and sale
principles, and engage manufacturers to produce the designs of Etsy's artisans. In exchange Etsy
requires more transparency, namely, to disclose information about everyone involved in the
process, confirmation of a handmade produce, and applied manufacturer-fit-standards regarding
labor and ethics (Etsy's Identity Crisis, 2015; Finding handmade success on Etsy, 2015; How
Etsy Businesses Grow Fast, 2016). The efforts by Etsy on supporting sustainable industry ties
are:




Establishment of the Board of Manufacturing Advisory, namely, industry experts work
together to find new ways to “humanize manufacturing” (Progress Report 2014, p. 39).
Summit hosting for manufacturing leaders aimed at increasing the knowledge on small
designers' needs and developing to-be partnership.
The Wholesale program (launched in 2014) aimed at creating diverse and sustainable retail
ecosystem (Progress Report, 2014). The program gives the Etsy sellers a space to expand the
business to be liable for the education of the stakeholders12 — needs and challenges they
face and overcome.13

Thus, to summarize, during the analysis I found that Etsy has taken pains to create genderbalanced and multi-national company. There is much less information on the diversity of Etsy
customers, but according to the statistics (number of sellers and buyers), there is a wide and
diverse range of customers with the possibility to expand (there are no limitations to that set by
Etsy). In addition, Etsy has developed and is continuously working on creating and fostering
friendly working environment, advanced interpersonal skills, and team-committed relations and
at the same time encouraging leadership in its employees. There are several programs to improve
inter-company and customer relations, as well as to create successful and business-like
atmosphere between sellers and manufacturing companies; moreover, strong and engaged
community is one of the main strengths of Etsy.
Through different aspects of diversity in Etsy, company considers it as one of its values and
goals, thus self-indulges in it. Howkins (2010) argues that diversity initiates the alterations and
expedites them. Moreover, taking into account, that the Etsy’s mission and statements of vision
have already emphasized the necessary alterations, it is worth witnessing how the company
pursues them to meet the standards.

11

Etsy explains their expansion as needy due to the threat of becoming marginal niche, and sees it as a next step in
their development. As Etsy is engaged in humanizing every step of the supply chain, the cooperation and
partnerships with manufacturers is a part of it. Thus, sellers can choose to cooperate with some manufactories that
Etsy has found as suitable to their goals and practices, or by their own choice (Etsy says factories are artisans, too,
2016). This initiative is also a way to help sellers with finding someone to do specific tasks, like laser cutting or 3D
printing, so that they can optimize or improve their crafts, as well as offer something new (Etsy’s Crafty New Plan
for Manufacturers, 2015).
12
Etsy sellers, designers, large retailers, small and independent retailers, etc.
13
In general it means that retailers will be able to purchase from Etsy artists, designers and vintage collectors and
sell them in their stores (Etsy Lauches Wholesale Biz, 2013). Etsy has also assisted in partnership creations,
published “City Guides featuring Etsy Wholesale retailers” and “Wholesale 101 Guide” that assists Etsy sellers in
moving into wholesale.
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4.3.2 Change and Learning
Change and learning are two aspects, which take place in the Howkins's (2010) theory of
creative ecology. Nevertheless, they are closely related. As emphasized before, Howkins (2010)
sees diversity as a precondition for change to occur and for how fast it occurs. At the same time,
learning, as argued by French naturalist Lamarck and emphasized by Howkins (2010), is the
main tool for the to-be changes, thus, for the matter of my master thesis and the Etsy case, these
two aspects have been analyzed together, though, complementary. The examples from the Etsy
business model and practices are also presented in co-context, without dividing them into change
and learning aspects.
In Table 6, I summarize the main changes and learning aspects in Etsy, followed by extensive
analysis of these aspects.
Table 6. Summary of the Main Values of Change and Learning Aspects in Etsy
Etsy’s internal activities and practices:
 Systems review sessions for managers and Biweekly leadership dens.
 Dynamic system of feedback and unblemished problem solving environment.
 The ‘First Push’ program, etc.
Etsy’s external activities and practices:
 Employees visit sellers’ studios and collect feedbacks.
 Inter-designer-and-local-manufacturer partnership.
 Rotation system of employees.
Other external activities that deal with learning opportunities for sellers:
 Seller Handbook, E-mail series, newsletters, and online labs.
 Seller-engaging policy for different Etsy's workshops and events.
According to Howkins (2010), learning is personal, diverse, endless, self-motivated, selfmanaged, and often self-financed. Etsy offers diverse possibilities — for its both employees and
customers to learn and apply the knowledge in practice to change the aspects to be improved. At
the same time, all the learning possibilities offered by Etsy are optional, which requires selfmotivation, and, in the case of Etsy customers, self-management when using the online
resources. Breadth is another learning aspect, emphasized by Howkins (2010), and, according to
Etsy's policy and practice, it results in many ways. Shared governance principles, dynamic
feedback system and open communication, as well as many opportunities to learn from each
other, improve the leadership or professional skills, supported and enhanced in the organization,
thus characterizing the flat organizational structure. I will concisely look at a few of the learning
opportunities in Etsy (both internal and external).
Howkins (2010) emphasized the pluses of the small group work, and suggests that in a way the
organization, small groups, and individuals are a self-organized and inter-connected system, as
well as its friendly environment build loyalty, develop ideas, and boost effectiveness. There are a
few examples of a small group working in Etsy’s managerial level that I would like to mention.
One of them is the Systems review sessions, which are structured for managers to share the
47

systematic issues that have occurred. Managers co-decide the best ways to solve them, taking
into account all-to-be effects of the processes and co-estimate the level of priority. This practice
maximizes the efficiency of collective knowledge and problem solving, as there are the
managers from the whole company dealing with the issue (Progress Report, 2014). Another
example is the Leadership dens, where a small group of managers (usually 5-8) meets on
biweekly basis to share their best practices, issues, and experiences, as well as support each other
through leadership challenges.
However, many practices represent the whole organization and thus constitute its sustainable
policy. Few of the practices that I would like to mention are:








Etsy School administers practice, where employees have a chance a teach-to-learn
experience on any topic (from knitting to programming). It is voluntary, interactive, and nosubject-restricted activity (Progress Report, 2014).
Lunch ‘n’ Learns comprises an idea, where Etsy employees issue one-to-another work
related topics by their choice. Again, this takes place on voluntary basis (both presenting and
attending), but, as emphasized by Etsy, it has gained organization-wide popularity and
contributes both to leadership and learning opportunities (Progress Report, 2014).
Within the “First Push” program, Etsy's employees with non-technical background can learn
how to deploy a code to Etsy website. Again, this is on voluntary basis and taught by the
employees with technical background, and, as emphasized by Etsy, it contributes to the
company's life-long learning commitment, as well as helps all the employees to understand
how the platform works and what changes have been applied (Progress Report, 2014).
The Learning and Development team, which posts materials online on various issues, assists
and contributes to different training sessions, retreats, and coaching.

The two practices mentioned before, are very important in Etsy and the way the interpersonal
relations, learning and change function. First, the dynamic feedback system, which is the way the
relationships between employees and senior and executive staff are organized. The dynamic
feedback system encourages organic and limitless organizational and self-development, thus
enhancing learning and change aspect. It shows that organization cares and takes into account the
ideas and thoughts of the employees, as well as is willing to respond to improve their
performance and actions. Another practice is striving to create unblemished problem solving
environment, where mistakes are perceived as byproducts of innovative work, as well as a source
to learn a hard way. It contributes both to individual and collective knowledge and contributes
greatly to the change aspect (Progress Report, 2014).
To reflect upon the contentment of the employees’ considering the activities and practices
mentioned before, it is interesting to survey the related measurement of the Happiness Index.
Overall development possibilities in the organization were valued at 70% (in 2014), which is a
slight increase in comparison with 2013, when the measurement was 69% (Progress Report,
2014).
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The above-mentioned practice in Etsy, when discussing the diversity aspect of various
relationships, covered also the practices related to learning and creating change. Namely, Etsy's
employees visit the sellers' studios (and thus collect feedbacks, try to indulge in their needs and
problems and to improve processes and tools), meet local manufacturers and assist in creating
designer-manufacturer partnerships. As well, as support rotation system that helps the employees
from different departments and positions to indulge and learn about the customer-focused issues,
and foster the necessary changes. Other external activities and practices, managed by the Seller
Development team, directly deal with providing online seller-oriented education and learning
opportunities. The Seller Handbook is one of the most significant sources, provided by both Etsy
employees and customers. It offers different materials and advice-supported articles, as well as
inspiring stories for Etsy sellers and sellers-to-be. As a complementary to Seller Handbook, Etsy
also issues email series and newsletters, and contributes regular Online Labs educational series
(live webinars with lessons and Q&A sessions (Progress Report, 2014)) and encourages shop
owners to contribute their knowledge-share through the articles of the Seller Handbook.
Etsy is also learning from their customers (through visits, different events, customer support
schemes) and stakeholders — the manufacturers, retailers, etc. In different Etsy publications
(official-like Progress Reports and informal-like blogs), it is often emphasized that Etsy highly
evaluates learning and favors life-long education processes and believes in the changes and
improvements it brings along.
There are two particular programs offered by Etsy that provide sustainable education and
learning opportunities for wider community, besides the Etsy's employees and sellers. One of
them was already mentioned before – Hacker School, that offers three-month-long educational
program for junior programmers. The other program is called the Craft Entrepreneurship and its
target audience is “creative people in underserved communities” (Etsy Craft Entrepreneurship
Program, n.d.).
As for industry learning, Etsy emphasizes its willingness to share their knowledge with other
companies within technical and programming industry by openly sharing the process of coding
the Etsy platform, using tools, and engineering approaches, as well as different experiments and
related issues. Since 2010, Etsy has been doing it through their blog “Code as Craft”. Etsy
engineers have created the blog and on average, they publish around 20 to 30 posts per year
(Progress Report, 2014).
To emphasize the learning-focused nature and willingness to create positive change on a broader
view, in 2012, Etsy became Certified B Corporation, which in general means that business is
worked out as a means of power to deal with various social and environmental problems.
According to the B Corp webpage, “B Corps are for-profit companies certified by the nonprofit
B Lab to meet rigorous standards of social and environmental performance, accountability, and
transparency” (What are B Corps?, n.d.). These assessments serve as a framework of values and
committed practices in all the aspects (employment, supplies, community, consumers,
environment, and shareholder value) to measure the company's success, thus trying to push
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beyond the boundaries of to-be-profit. Hence, when making decisions, the company has to
consider the impact of these decisions within all the aspects (Etsy joins the B Corporation
movement, 2012). According to their statements, actions and practices, it is obvious that they are
continuously improving to create an inclusive, learning-oriented, sustainable and open business
and that their philosophy and actions at great extent conforms to the Howkins's (2010)
understanding about sustainable businesses in creative ecologies. Namely, the organizations
today should use their maximum potential without impairing the future generations to proceed.
Another vital aspect of creative ecologies – adaption – implies willingness to work with people
who are better educated, more sympathetic to society and law-abiding citizens, etc. These are
important characteristics for individuals, groups, organizations, and countries. Moreover,
according to Howkins (2010), the best way to become a learning organization is through
conversation and dialogue and that the learning capacity progressively increases with bettereducated society. The mentioned activities and practices of Etsy support the conformity to the
theory of creative ecologies (so far). Etsy offers many learning and educational opportunities
(the employees, sellers, other companies in the industry, as well as wider public), thus fostering
the aspect of change in the company, industry and wider society.
Next aspect – adaption – focuses on the four stages of adaptation – imitation, communities,
collaboration, and competition. In addition, — how Etsy implements them in its practice.
4.3.3 Adaption
In Table 7, I summarize the main adaption aspects in Etsy, followed by extensive analysis of this
aspect.
Table 7. Summary of the main values of adaption aspect in Etsy
Imitation:
 Etsy itself resembles imitation of arts markets.
 Imitation relationships are created through different learning possibilities.
Communities:
 Strong internal community through various learning activities, flat organizational system,
shared governance, unblemished problem solving, dynamic feedback system, etc.
 Strong customer community is encouraged through the Etsy's platform and functioning.
Collaboration:
 Etsy's School, Lunch ‘n’ Learns or First Push program, etc.
 Etsy encourages strong customer-seller collaboration.
 Created partnership-building programs.
Competition:
 Wide scope-and-scale crafts result in broad base of internal and external rivalry.
This aspect Howkins (2010) explains through different relationships between individuals and
environment, from imitation to shared community, collaboration, and competition. As the main
practices of the business model of Etsy have been already reflected and analyzed through
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previous aspects of creative ecologies, the adaption part only double-proves these Etsy-created
differences among individuals, groups, and organizations.
4.3.3.1

Imitation

This sub-aspect can be observed from various Etsy's levels. First, one could argue that Etsy has
been an imitation of the art markets but only in online form and greater scale and scope. Then
follows inter-imitation relations, which had been created through different learning programs for
both employees and customers. For example, the program Craft Entrepreneurship provides
individuals with successful stories and useful strategies; the same tactics have been preceded
through Seller Handbook (sharing good practices and tools for success). The applied strategy is
if invite others to imitate. However, the invitation stimulates to imitate the process – how to do
something – rather than produce, which is also an important aspect concerning the theory of
creative ecology. In this way, new Etsy sellers and entrepreneurs can learn from each other and
try to imitate their success strategies (how to design their Etsy shops, advertise, etc.). From my
point of view, inter-imitation relations are more difficult to discern in Etsy itself – among
employees. It could be possible to better evaluate through direct observation of their internal
environment.
4.3.3.2

Communities

One of the main strengths and assets of Etsy is its strong community. The measurements of the
Happiness Index, 2014, reflect the following: (1) the engagement score was 85%; (2) intercompany and customer relations reached 86%; (3) 92% of employees feel affiliation with Etsy's
mission and values; (4) 79% feel content about teamwork and collaboration; (5) 77% can confide
in their leaders and managers (an important factor for strong community) (Progress Report 2014,
p. 21-30). Strong internal community has been built through various educational programs, flat
organizational structure, shared governance, unblemished problem solving, dynamic feedback
system, etc. These are all aspects that strengthen community.
Strong customer community is a vital element of Etsy. It is encouraged through Etsy's platform
and functioning. Namely, customers can communicate freely, create discussion groups, share
knowledge, and support each other. Having discussed Etsy business model, these communities
appeared to emerge as principal factors that helped to succeed. However, one of the drawbacks
the new shop owners come across, time and effort investment to gain a membership of the
already established community, but once achieved; it helps greatly in various levels.
4.3.3.3

Collaboration

At the Etsy's internal organizational level, collaboration is pursued through the Etsy School, the
Lunch ‘n’ Learns or the First Push program, etc. A good example would be — unblemished
problem solving practice, where mistake analysis takes place through different levels and angles,
of collaboration to learn a hard lesson for the sake of future improvements. The Leadership Dens
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are both community building practice and collaboration practice. In addition, system reviews and
dynamic feedback system reflect both aspects.
More clearly, the co-relationship can be observed from Etsy customers' aspect. As Howkins
(2010) states, collaboration can be learned and is explicit, and participants are conscious of the
deal. He also emphasizes that collaboration practice can extend beyond the community, which
could be the case with Etsy customers. At the customer level, collaboration can take place, for
example, between the sellers of craft material and other craftsmen who are in need of the
designing and manufacturing material for their handmade produce. As a result, collaboration is
perceived, on the one hand, as a long-term, contract-based activity, but on the other hand, — as a
single-purchase without further collaborative relationship.
The third level, where the collaborative relationships occur, is the Etsy's implemented
partnership building programs, for example, designer-industry manufacturer partnership, sellerlarger retailer partnership, Etsy-local food producers, etc.
Howkins (2010) emphasizes that collaboration is often necessary in creative industries in order
to understand the whole process. This reflects the Etsy’s efforts in creating sustainable
partnerships and different stakeholder-hosting events – to increase the awareness of demands on
either side. Having surveyed the target requirements, it is possible to see if the collaboration can
take place.
4.3.3.4 Competition
Etsy sellers offer wide a scope of crafts, but still – there are many of them (large scale). Even if
the platform gives many tools and connects sellers to international markets, vigorous rivalry
among the companies producing similar products is inevitable. However, Etsy’s philosophy
supports a strong-based community where sellers share knowledge, support, and help in order to
sustain promotion, etc. Hence, the statement supports the Howkins's (2010) considerations that
in creative ecologies competition works on two levels – internal and external. External or the
marketplace is only one part of the coin. The other is internal – self-competition to do one's best
to have the most appealing idea according to one’s own internal standards.
After observing Etsy's’ activities and practices through the prism of the principle of adaption
(and sub-principles), I can say that these principles do work on all levels of it (adaption). The
aspect of imitation and communities also proves the stated goal in both internal and external
environment. Internally it is achieved through structuring the flat organization, enhanced
leadership practices, problem solving methods, etc. This, consequently, boosts the building of
strong imitation-based community, encourages collaboration between individuals and
departments. External imitation can be perceived as the possibility to establish inter-seller
relations and promote co-learning environment. The building of strong community features one
of the main factors of Etsy business, thus the company enhances it through multiple activities.
Etsy also encourages sellers, manufacturers, designers, and raw-material producers to
collaborate. The spirit of rivalry is noticeable between the sellers (both internal and external
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competition). In the internal Etsy' structure I found no clear signs of emphasizing competition
between employees, however, it could be encountered. The next part will discuss the results of
the analysis in a more comprehensive way.

5 DISCUSSION AND RECOMMENDATIONS
5.1 Discussion
In this study, I have attempted to highlight how the e-commerce marketplace for handmade and
vintage goods conforms to the theory of creative ecologies, which was proposed by Howkins
(2010). The Etsy case was analyzed through the four aspects of the theory of creative ecologies
that Howkins estimates as significant in ensuring a proper functioning of any individual, firm, or
organization concerning creative ecologies. As the analysis outlined in the previous sub-chapter,
I will focus on the findings, main characteristics of Etsy's social business model and Howkins's
(2010) three-principle practice, which summarizes the theory of creative ecology: (1) Everyone
is creative; (2) Creativity needs freedom and (3) Freedom needs markets.
5.1.1 Everyone is Creative
When considering the Etsy’s business model and operations from the creative point of view,
several matches appear. Firstly, Etsy has created its business (and social) model on individual
craftsmen worldwide. Every individual in Etsy's economy is important “actor, player,
stakeholder and decision-maker” (Howkins, 2010, p. 130) and only then – by building and
engaging them in communities a network of individuals organizes, small merchants function
further through collaboration and non-aggressive competition. Secondly, it also conforms to the
Howkins's (2010) considerations about the continual process of adaptation between the
individual and environment, demonstrating how these two rival levels – internal and external –
complement each other and serve as a driving force for development and further creativity.
5.1.2 Creativity needs Freedom
Throughout the analysis of Etsy, I observed that strong and engaged community confirms to be
the company's strength and main resource. In addition, Etsy's customers do feel free and ‘at
home’ in the Etsy-like environment, enjoying different external stimulus for further
development, learning, and collaboration. Thus, the chosen platform and tools are the right ones
to create friendly business-like environment. The aspect of freedom can be also viewed through
many learning options Etsy offers to its sellers. For example, the company provides with useful
tips, successful, advice-supported stories to foster its sellers success (it does, of course, also
influence their profits), but at the end sellers themselves are welcome to implement individual
decision-making policy about their shop design, tag the products, advertise them, etc. The
community also serves as a place to generate ideas, share knowledge, and provide support, — a
place where ideas can be shaped or get recognition, or be rejected. When considering Etsy’s
internal network, it also reflects the elements that Howkins (2010) considers as characterizing for
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this principle. For example, flat organizational structure, shared governance and dynamic
feedback system, as well as different learning and evaluation systems, small group meetings with
various purposes and abilities to reflect on new ideas and concepts are the aspects that indicate
and prove the aspect of freedom.
5.1.3 Freedom needs Markets
Considering the Etsy's business model from the freedom-of-markets point of view, it is apparent
that the Etsy platform in a broader sense serves as a marketplace to create new categories or submarketplaces within the main one. Etsy's community can be seen as the social marketplace where
its business partners offer new, innovative product or service, interact, exchange ideas and
knowledge, as well as forge partnerships. Etsy's seller shops, however, are the commercial
markets where the products and services are being sold and wealth created.
Throughout the Etsy's analysis and findings to prove its conformity to Howkins's theory of
creative ecologies, I believe it is worth outlining how the other characteristics conform to the
Etsy's case. Namely, the determining characteristics – scope and scale, can be seen as partly
conforming due to the fact that Etsy does limit the scope of activities from the handmade,
vintage materials to handmade products. Again, within these restrictions the scope is unlimited to
any specific products and service, thus paving the way to new markets. Unlimited scale has been
achieved because everyone is free to become a seller or buyer. Two other characteristics,
determined by Howkins (2010), — low barriers of entry and exponential variety— comprise
craft skills or talent, knowledge and ability to open the Etsy shop (general computer literacy), as
well as the basic business conception. Moreover, Etsy is continuously working on improving the
situation and imparting information of how to build program-supported economy (through the
program of Crafts Entrepreneurship), as well as different workshops and events. It also manages
the base of online resource (e.g., Seller Handbook and webinars) to help individuals with the
basics of how the Etsy ecosystem functions. The concept of the exponential variety for the Etsy
case partly holds because expressions, formats, and products indeed are various, although, within
the Etsy's boundaries. Namely, they have to be handmade, vintage, or material for handicraft.
Because of these characteristics, the environment is volatile and competitive.
While the cities of the world indeed provide the best environment for creative ecologies to
thrive, — the tempo of learning, ease of collaboration and different stimulus for innovation,
creativity and novelty, — Howkins (2010) is convinced that cyberspace possesses these
characteristics, too. In addition, it reaches beyond physical potentialities and with the help of
Internet, is capable to access rural areas and their inhabitants, thus proving why the scope and
scale of today’s creative economy is so broad. Supposing that many craftsmen reside in distant
rural areas, this is a very important aspect, meaning that Etsy acts as the platform and the
medium for craftsmen to be part in creative economy on a much wider basis than it would be
possible without. Moreover, it has created and continues to create ecosystem that supports and
strongly conforms to the theory of creative ecologies and fosters the development of small craft
businesses worldwide.
54

5.2 Recommendations
This part focuses on proposing recommendations for both managers and policymaking bodies to
encourage craftsmen to make use of various options and possibilities the cyberspace offers, one
of them being the e-commerce marketplace Etsy.com. Managerial recommendations will provide
the tips of how to improve the visibility of one's Etsy shop and products, as well as how to make
use of the whole Etsy's ecosystem to not only sell crafts, but also shape partnerships, engage in
community and to capture learning opportunities.
5.2.1 Managerial Recommendations
To succeed in Etsy (the same as it is also for other e-commerce marketplaces and on-line
platforms), it is of high importance to follow the positive reviews from other customers,
communicate, adjust, and be flexible, etc., because it will all influence the future of the business.
As it was discussed in the master thesis, today customers and producers have merged in
prosumers, namely, customers are the co-creators and they can both aid in business success or to
cause its failure.
Being part of the community is vitally important. Strong and engaged community is one of
the main strengths and resources of Etsy. Being part of the community is important due to the
cross-promotion, shared knowledge and, in general, different aspect-based-support. As discussed
before, Etsy platform offers several community-building options that are important for fostering
the business in Etsy. It includes, for example, active participation at forums and groups,
engagement in good practice-share, and building partnerships.
Use the available learning options. Etsy has positioned itself as a willing-to-learn organization
that provides with educational opportunities not only its employees, but customers; there are
some of them — Seller Handbook, which is continuously updated, e-mail series, webinars,
workshops and events (topical and location-oriented), as well as the program of Craft
Entrepreneurship — open for public purposes, though, self-motivation and time is needed.
Build partnerships. Etsy has created dedicated team that assists Etsy sellers to locate and build
sustainable partnerships with local manufacturers. The team helps to find the raw materials or
tools needed for better prices or better quality. Local products not only give the value added to
the craft, but also aid the local economy, which is highly important in some distant rural areas.
Use Etsy as one of the distribution channels. Etsy has a wide customer base, which has
resulted in vigorous rivalry. Besides, it is vitally important to use such popular social networks as
Facebook and Twitter, and/or Pinterest because finding the right platform one feels comfortable
with serves the purpose enormously.
Create your Etsy shop as your own brand – everything that is in one's shop has to reflect his/her
personality, rather than copy other seemingly successful shop/craftsmen. However, it is useful to
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be well informed about the most successful Etsy shops selling similar items (e.g., what kind of
pictures are published and how the products are described). In addition, packaging is a part of
one's brand, which should implement the philosophy and vision corresponding to one's values.
Tell the story that is behind your craft. It should reflect one's personality and show why the
chosen craft is special. For example, there are countless shops selling clothes, toys and other
items for babies causing great competition. The story behind the product is significant; it is a part
of the product. By sharing its origin, inspirational background, and the values, motives and ideas,
can be helpful in business.
Good customer service is the key, as Etsy is mostly operating on the word-to-mouth base. That
includes accurate product descriptions and photos (setting the right expectations), open and
friendly communication, as well as fast shipping. A helpful way to engage customers is to issue
e-newsletters that advertise the new products, their designs, as well as some plans-to-be; maybe
ask for feedbacks and well wishes.
Finding and operating in your niche is crucial. If one would like to start with selling clothes
for babies then, after some time, it is much easier to release new products around the initial ones.
As the marketplace niche has been operating online, the certain “rules” — how to position the
product and advertise — can be borrowed from the ones that have already proved their business
potency in this environment. The successful business tips that Etsy provides its sellers with, are
“Be different. Take good pictures. Write detailed descriptions. And think about how people
search” (Etsy Marketing Infographic: New Statistics on Using Etsy for Marketing, n.d.). This is
not about the quality's level for the products one offers; it is about how the products are
showcased (high-quality photographs, descriptions, choosing the right tags) and what impeccable
customer service is provided. As there are so many products on Etsy, it is important to become
more visible and stand out (Finding handmade success on Etsy, 2015). These tips can be
extended in the following recommendations on how to create the good SEO:






Keywords that Etsy sellers use to allocate and characterize their products are of high
importance. It is significant to think both of how people (customer to-be) search, as well as
to see how competitors (selling similar items) are performing the task. The listing title in
Etsy platform can be 140 characters long, thus providing enough space to include the
keywords that fit the best, as well as giving the greatest chance to search for similar
products. Google Ad Words is one of the tools that can be helpful here.
However, not only keywords and listing title is important, but also the description part plays
its role. It should be detailed and the essential information at the beginning. At the same
time, this part should provide more benefit-of-product information, namely, a story-behind
part can lay in a craftsman's hand an important key to successful business.
Another tip from Etsy is related to taking good pictures. This aspect is important due to the
fact that in online environment it is impossible to touch the product and have a closer look.
Thus, pictures have to be inspiring, comprehensive and be able to zoom in on them. The
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product can reflect one's style, creativity, can be bright in colors or very minimalistic.
Pictures should give a hint about the feelings that product might evoke, so the inspiring
pictures do play a significant part in business deals. Nevertheless, providing the description
under photographs and reflect the product in action is also relevant. Etsy (and its customers
through Guest Pinner Program) is the leading site on Pinterest, where having great picture is
vital. It has been used as a marketing tool and has proved to increase the number of Etsy's
visitors significantly.
5.2.2 Recommendations to Policy Makers
As discussed before, craft industry is important for local development, as well as they can play a
symbolic role in advertising a specific location of a state. Craftsmen often face difficulties to
access international markets, participate in training or even to get a loan. Thus, increased
institutional support for craftsmen is indispensable. However, in the context of Etsy, the issue
of reaching international markets is partly solved (access to international markets, but still much
to deal with in achieving entrepreneurial success). Potential institutional support to promote
craftsmanship could be in the form of tax incentives or the loan to start the business etc.
Put emphasis on training. In several studies under discussion, it was pointed out that the lack of
opportunities for training is one of the key factors that prevent people from starting a craft
entrepreneurship. In the context of Etsy, I could suggest that establishing the training and
information centers of service in rural areas could improve the situation. The centers (or, also,
libraries, cultural centers, etc.) could carry out project-type programs dealing with basic
computer literacy, giving insight into online marketplaces and introducing with business
fundamentals. These studies would also offer a friendly environment to build inter-community
relations, which is vitally important aspect between small-scale craftsmen. Local governments
and municipalities could organize the Etsy's program of Crafts Entrepreneurship. That would
serve both as educational opportunities and as encouragement to become self-employed and
benefit with crafts.
Encourage people to start craft entrepreneurship. As it was reassured through the discussion
on Etsy seller’s profiles, many craftsmen have started their small businesses in Etsy because of
the provided environment. It was also mentioned that most of the Etsy's sellers have to acquire a
start-up capital or a loan to enter a wider market. Hence, through comprehensive analysis, the
policymakers could develop location-focused encouragement programs for craftsmen in order to
help with the start-up loans (for purchasing a new computer, photo camera or installing Internet
access), tax benefits, education options (e.g., computer literacy, social media, marketing in social
media), etc.

CONCLUSION
The objective of the master thesis was to explore the structure of the e-commerce marketplace
for handmade and vintage goods called Etsy, and how it conforms to the theory of creative
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ecologies by Howkins (2010). In order to reach the objective of the research, the Etsy’s business
plan and practices have been analyzed through the framework of 4-dimensional creative ecology,
particularly exploring diversity, change, learning, and adaption. The results of the analysis have
been discussed through the principles and main characteristics of the theory of creative
ecologies. According to the research, a series of recommendations have been formulated to
support the craftsmen in establishing a successful business at Etsy, as well as policymakers have
been provided with useful tips.
Throughout the analysis, I have established a great consistency between the Etsy’s business/
social model and practices, and the aspects of the theory of creative ecologies. Etsy’s multicultural customer-employee diversity, its life-long educational policy, striving to change the
commerce environment and vision of well-being in a broader context, as well as favorable
conditions for building a strong community are only a few of the aspects that closely relates to
the theory of creative ecologies. Nevertheless, all these practices and activities of Etsy are also
inter-complementary, meaning that it is sometimes difficult to distinguish which practice relates
to what aspect of the theory of creative ecologies. Therefore, they support one another in order to
create a complete overview of how individuals, companies, and organizations are to function to
foster creative ecology.
Every organization creates its own ecosystem (during the analysis the observations proved that
Etsy managers use the concept “Etsy ecosystem”), and Howkins (2010) considers that these four
highlighted aspects of ecological philosophy are of high importance to ensure the functioning of
every organization in contemporary creative economy. I see these four aspects as closely linked
and complementary – one is fostering the other, and they are cross-linked rather than linear – one
following another in a chaotic and unpredictable way. These connections and variations are
unlimited, which signifies that the lack of restrictions can significantly affect the business
environment. I also observed that they have been working on all the aspects at the same time.
Etsy is considering diversity a value and the way in which they try to foster it is through learning
(e.g., Hacker School, or the program of Crafts Entrepreneurship). Etsy has been devoted to
building a strong community, but at the same time, through learning and diversity, it initiates the
necessary competition and collaboration.
I have made several recommendations to both the managers (craftsmen) and policymakers.
However, I recognize that the Etsy's analysis cannot serve as the basics to comprehensive and
strict recommendations. Rather they serve as indicators to several possibilities where the changes
could contribute to sufficient results. One of them is the learning-training aspect. The
recommendations to craftsmen who wish to employ Etsy as one of or the only marketing and/or
business channels emphasize the importance of listing, describing, and visually representing the
crafts.
Having reviewed the literature and dealt with the analysis of the subsequent case study, I found
the two concepts of creative ecologies by Howkins (2010) and value creating ecology (Hearn et
al., 2015) to be not only closely related, but also very useful in understanding an online arts and
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crafts e-commerce platform like Etsy. Both concepts focus on the philosophic idea of more
extensive and holistic understanding of business. However, from the ecological perspective, I
consider that extensive and in-depth studies of the organization would be useful, both on the
level of one company and on the wider range of company network (industry level). That would
expand one's ecological business awareness, and would set an example of good practice, and
enhance policymakers to reach long-term sustainable decisions.
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Appendix A: A Historical Overview of Concepts “Culture” and “Development”
Table 1. Historical Overview of the Concept by De Beukelaer

18th
Century
19th
Century

Culture

Development

Civilization
(Eurocentric Teleology)

Entwicklung
(Moser)

Romanticism

1850s
Culture as Racial Hierarchy

1890s-1930s
1940s
1950s
1960s
1970s
Early 1980s

Late 1980s

Culture Industry
(Adorno and Horkheimer)
Post-Colonial Nation-Building
Industries Culturelles
(Miège, Huet, Morin, etc.)
Cultural Industries and Policies
(UNESCO)
Culture and Development
(WCCD)

1990s

Creative Industries
(Australia, UK)

2000s

Creative City, Economy, and
Class
(Landry, Howkins, Florida)

2005
2008-10
2013
2015

Evolutionism
(Social Darwinism)
Colonial Economics
(Trusteeship)
Catching Up
(Classical Political Economy)
Development Thinking
(Truman)
Modernization
Dependency
(Neo-Marxism)
Alternative Development
(Basic Needs Approach)
Structural Adjustment
(Neoliberalism)
Human Development
(Sen, UNDP)
Sustainable Development
(Brundlandt)
Post-Development
(Escobar, etc.)
MDGs
(United Nations)

Diversity of Cultural Expressions
(UNESCO Convention)
Creative Economy: International
Trade
(UNCTAD)
Creative Economy: Humanistic
(UNESCO)
Culture in Sustainable Development Goals?
(United Nations – post-2015 Development Agenda)

Source: Adapted from C. De Beukelaer, Developing Cultural Industries. Learning from the Palimpsest of Practice,
2015, p. 40.
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Appendix B: Historical Overview of Cultural and Creative Economies
Terms “creative economy” and “creative industries” are relatively new and mark the rise of
digitalization and beginning of rapid technological development around the globe. In the year
1994 Australian government, led by Prime Minister Paul Keating, published the first cultural
policy document in the history “Creative Nation”, and committed a large additional spending –
AUD 252 million to be injected in cultural institutions over the next four years (Hawkings,
2014). It was designed to foster the development and inclusion of IT opportunities and digital
media (Moore, 2013). The policy document was crucial to form the identity of Australians, for
first time also including and emphasizing the importance of Indigenous and migrant cultures
with the objective to grow and develop on the wide nation’s diversity. This policy document was
the first one in this field and it served as a base of the Australian cultural policy until lately in
2013 the former Australian Minister for the Arts, Simon Crean launched the National Cultural
policy for the next decade – “Creative Australia”, which places culture in the center of the
modern Australian life (Creative Australia, 2013).
The most widely known emergence of the concept is the one that takes place few years later – in
1997 UK’s DCMS started to develop the creative industries strategy that was based on the
relationship between culture, creative industries and economic development. DCMS explored the
current activity of the creative industries in the Britain’s economy and in 1998 published the
Creative Industries Mapping Document (CIMD). It was the first comprehensive analysis of the
economic contribution of the creative activities to the overall economic situation of the country
and was further used as a warrant for government support (Higgs & Cunningham 2008). This
first (and second repeated in 2001 in UK) CIMD is of a great value and has served as a template
and a base for numerous other studies in national (Taiwan, New Zealand, Singapore, Australia),
regional and city levels. However, it was not the first, nor the last cultural and creative industries
mapping attempt. It builds on several earlier attempts, including the one of UNESCO (1987), and
was followed, as suggests Higgs et al. (2008), by two more. One of them is known as “Hong
Kong Creative Industries Baseline Study” (2003), which in addition to employment and business
activities examines also specific creative occupations. Other was carried out in parallel in France
and Australia in mid-2000s and suggested that the employment impact of some of the creative
sectors has be undervalued in the previous studies for up to 40% (Higgs et al., 2008).
Due to the rapid deindustrialization, globalization and other factors, at the beginning of 21st
century concepts of the creative city (Landry, 2000), the creative economy (Howkins, 2013) and
the creative class (Florida, 2002) appeared, gained popularity and expanded the discourse on this
emerging notion. Concept of the “creative city” was developed by Charles Landry already in
1980s. However, only in 2000 Landry published a reference work “Creative City: a Toolkit for
urban innovator”. It considers the concentration of the creative potential in the cities and the
need to create the right environment and conditions for the people to express their creativity or,
in other words – to develop a culture of creativity primarily in the bureaucratic structures. Hence,
the future growth, development and competitiveness of cities depend on their ability to attract
talented and skilled people and provide them with interesting cultural life and vibrant
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atmosphere. That, in turn, will attract businesses, investors and other creative individuals
(Montgomery, 2005; KEA, 2006). O’Connor (2011, p.36) calls it a “culture-led urban
regeneration” and emphasizes the role of rapid de-industrialization around the globe and a need
to reshape and make use of previous industrial areas and places not attractive for living, which
increasingly were seen as sources of value and potential. At the same time O’Connor (2011)
notes that at some point this is actually the exclusion of this new “creative class” defined by
Florida (2002) and thus also the cultural production and the development of exclusively upmarket consumption (apartments, shops, cafes) in the urban centers. The phenomenon of
“gentrification” became more common, meaning that oftentimes the areas re-branded by the
contributions of creative workers attracted more business interest, which, in turn, increase rent
rates and in a short while, ironically, most of the artists and creative workers could no longer
afford to live there (Moore, 2013).
The idea of “culture-led urban regeneration” was taken by some authors (for example, Florida),
and built on the theoretical level. Florida (2002) expands the breadth of sectors and thus
professionals fitting in creative industries. He considers that not only artists, writers, actors,
designers or architects are part of creative class, but also engineers, doctors, lawyers, scientists,
university professors and intellectuals. This group – creative class – produces ideas, information
and technology, which are increasingly important for the growth of the cities and regions
(Florida, 2002). Subsequently, the cities and regions should provide the rising creative class of
professionals with all the equipment and infrastructure needed. That, in turn, would attract more
creative professionals to this place, or as Florida names them – the wave of the future (Moore,
2013; Batabyal & Nijkamp, 2008). The result would be the development of new – creative –
economic cycle based on three Ts’ indicated by Florida. Namely “Technology” (innovation and
high technology), “Talent” (contribution of creative class) and “Tolerance” (community values,
diversity). The key variable in making these three Ts’ function is the physical place – the key
economic and social organizing unit of our time (Brown, 2010). The combination of these three
Ts’ is also the basis for the annual Global Creativity Index published by Martin Prosperity
Institute (with Florida as the head of it).
Another important publication for the discourse on creativity and its role in post-industrial
society, economy and development was the book “The Creative Economy: How people make
money from ideas” by John Howkins, first time published in 2001. He uses the concept of the
“creative economy” to describe the economic system that includes both the production of
creative products and their transactions. The traditional resources like land, labor and capital are
replaced by inexhaustible resource – imaginative qualities and ideas (Howkins, 2013). The
element of culture is not crucial (it can be included, but is not obligatory), as the main source of
value is the creativity itself. According to Howkins there are fifteen creative sectors14 that form
the creative economy.

14

Advertising, architecture, art, crafts, design, fashion, movies, music, performing arts, publishing, research and
development, software, toys and games, TV and radio and computer games.
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At the international public domain, beginning of 21st century was marked by two key
development documents both in Europe and globally: (1) The Lisbon Strategy and (2) the UN
Millennium Development Goals (hereinafter: MDGs).
1. Historical Development of Terms “Culture” and “Creativity” in the EU Discourse and Policy
Documents
The Lisbon Strategy (launched in March 2000) aimed to make Europe "the most competitive and
dynamic knowledge-based economy in the world, capable of sustainable economic growth with
more and better jobs and greater social cohesion" (European Parliament, 2000) by the end of the
decade. Brown (2010, p.125) indicates that this objective recognizes that European cities have
the needed qualities for the creative class defined by Florida (2002) to flourish. Shortly after the
launch of the Lisbon Strategy, the European Parliament (hereinafter: EP) adopted the first
resolution devoted to culture, which was entitled “European Parliament Resolution on Cultural
Industries” (2002). It considered cultural industries as a field of multidimensional forms of
cultural expressions, stressed the relationship between culture and the production of cultural
products and services, as well as economic development, employment and training at the
national, regional and local level (Resolution on Cultural Industries, 2002). Following that, in
2004 European Economic and Social Committee (hereinafter: EESC) published the “Opinion of
European Economic and Social Committee on Europe’s Creative Industries”, where apart from
the overview of cultural sector and support mechanisms, first inputs on defining the creative
industries were made and main challenges identified (Opinion on Europe's Creative Industries,
2004).
The Lisbon Strategy was based on three sustainability pillars – economic, social and
environmental. The mid-term evolution in 2004 showed disappointment with the progress, thus
in 2005 EU Council agreed on the revised Lisbon Strategy with stronger focused on key
elements like growth and jobs, knowledge and innovation, and SMEs development. However,
the focus was firmly concentrated on technological innovation and support to research and
development initiatives, in particular on ICT industries – the ‘core’ of digital economy. The nontechnological aspects of innovation and the role of the cultural and creative sector were sidelined
(KEA, 2010). However, when recognizing the growing economic and social value of cultural
and creative sector in EU and its faster than the rest of the economy development, also policies
on innovations need to be developed to acknowledge and encourage the cross-sectorial and
multidisciplinary aspect of creativity – a mixture of culture, economic and technological
innovation aspects (KEA, 2006). It was recognized through numerous studies when evaluating
the potential and impact of culture and creativity to the EUs’ economy. The most important and
comprehensive study, which can be also seen as the starting point for a political revolution of the
cultural and creative industries in the EU is “The Economy of Culture in Europe” (KEA, 2006).
It distinguishes between ‘culture’ and ‘economy’ and emphasizes that culture and European
cultural diversity is an important factor for EU’s political, economic and social strength. It also
distinguishes between the cultural sector (industrial and non-industrial) and the creative sector
(The Entrepreneurial Dimension of the Cultural and Creative Industries, 2010). Other important
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documents considering the role of culture and creativity in the overall social and economic
situation and shaping the future policies were as follows: (1) the Report on cultural industries in
Europe (2008), (2) the Resolution on Culture in a globalizing world (EP, 2008), (3) the Green
Paper Unlocking potential of cultural and creative industries (European Commission, 2010), and
the (4) Resolution on unlocking the potential of cultural and creative industries (EP, 2011).
As a continuation to the Lisbon Strategy, on 2010 Europe 2020 (hereinafter: EU2020) was
launched – a ten-year jobs and growth strategy with five headline targets15 to be achieved by the
end of 2020 with the mutually reinforcing priorities to create the conditions for smart,
sustainable and inclusive growth (Europe 2020, n.d.). The emphasis on smart growth put digital
agenda for Europe (digital society and economy) as one of the main development factors. To
enhance the potential of cultural and creative industries in local, regional and national levels, EC
published the “Open Method of Coordination, the Working Group of EU Member States Experts
(hereinafter: OMC) on Cultural and Creative Industries Work Plan for Culture 2011-2014 Policy
Handbook of the European Agenda for Culture” (2012). It intends to help in the development of
strategies and serve as a tool for the implementation of the EU support programs in the sector.
The Policy Handbook (2012, p.3) emphasizes “cultural and creative industries are in a strategic
position to promote smart, sustainable and inclusive growth in all EU regions and cities”, thus
contributing to the overall EU2020 strategy. A little later EC launched the “Creative Europe”
program (2014-2020) with an objective to provide additional support to the cultural and creative
sectors, and thus fostering the employment and its growth (Creative Europe, 2013). From
financial terms, the budget for the program “Creative Europe” is almost four times larger when
comparing to the previous EC cultural program “Culture” (2007-2013).
2. Historical Development of Terms “Culture” and “Creativity” on the International Level
MDGs (2000) were the first globally agreed development agenda with eight clear goals to be
reached in the next decade (and then prolonged for another 5 years). However, only in 2007
when the MDG Achievement Fund (hereinafter: MDG-F) was set up to aid in accelerating
progress on MDGs, the role of culture in achieving them was recognized (De Beukelaer, 2015).
At the beginning of 21st century, the discourse on cultures role in sustainability began:







15

UNESCO approved “The Universal Declaration on Cultural Diversity” (2001), noting also
the importance of creativity.
In 2001 Jon Hawkles published the book „The Fourth Pillar of Sustainability: culture’s
essential role in public planning”, where the application of culture in sustainable
development, creativity and innovation, as well as other spheres was discussed.
First time in international public domain (in 2002) at Johannesburg Summit (RIO+10) a
round table on cultural diversity and biodiversity was organized (The Agenda 21 for culture
(hereinafter: A21C), 2012).
In 2004, The Agenda 21 for culture (A21C) was agreed, which is the first global document
and movement of cities and local governments for local and global cultural development
Employment, R&D, climate/energy, education, social inclusion and poverty reduction.
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(United Cities and Local Governments - Committee on culture (hereinafter: UCLG), A21C,
2004). As of January 1st, 2015 to the A21C joins over 500 cities, local governments and
organizations worldwide with the aim to shape local and international cultural strategy,
cultural rights and duties, as well as assessing cultural impact, improving urban network and
development. Since then it has been an active body in the local and international arena,
standing for the inclusion of the culture in the international agenda, as well as promoting the
role of culture in sustainable development. A21C consists of 67 articles and quite a few of
them (Article 9, 13, 15, 28, 30, 35, 38) emphasizes the interrelation between culture and
creativity (UCLG, 2004).
Through two UNESCO Conventions that were adopted few years later culture re-entered the
development agenda: (1) 2003 Convention for the Safeguarding of the Intangible Cultural
Heritage and (2) 2005 Convention on the Protection and Promotion of the Diversity of Cultural
Expressions. Convention that was adopted in 2005 can be seen as the document that attracted
policy interest to the role of cultural industries in economics worldwide. In the following years
UNCTAD and UNDP launched two “Creative Economy” reports (2008 and 2010), stressing the
higher than average growth of the creative economy, increase and possibilities in exports and
trade diversification, as well as other mainly economic measures of the industry. UNCTAD
(2008, p.3) named creative economy as a „new development paradigm” that links economy and
culture, at the same time „embracing economic, cultural, technological and social aspects of
development at both the macro and micro levels” and recognized it as a „leading component” of
economic growth, employment, trade and innovation, and social cohesion in most advanced
economies. UNCTAD (2008) also emphasizes the inability of majority of developing countries
to harness their creative capacity due to weaknesses both in domestic policy and in the business
environment, and the global systemic biases.
Evaluation of the results of achieving MDGs took place in 2010 in MDG Summit. The Outcome
Document of the Summit emphasized the importance of culture in development and its
contribution to the achievement of the MDGs (UNESCO Thematic Think Piece, 2012). The
discourse on UN post-2015 development agenda began in the regional and international domain.
UNESCO (UNESCO Thematic Think Piece, 2012) argued that if the sustainability means
appropriate use of planet’s resources, then culture is vital element to the sustainable development
strategy. Because it frame relationships in all levels – among people in society and towards the
earth and cosmos, as well as is a way of expressing attitude to and beliefs in other forms of life
(flora and fauna) and condition human behavior. Two United Nations General Assembly
(hereinafter: UNGA) resolutions „Culture and Development” were adopted in 2010 and 2011,
emphasizing the need to implement the culture into development policies and strategies. Culture
was recognized as essential contribution to sustainable development both as driver (of
sustainability, inclusiveness, equality and diversity) and enabler (of more effective development
interventions), which results in both economic and non-monetized benefits (UNESCO, 2012).
There were numerous recommendations, one of them was the Policy Statement of UCLG
„Culture, Fourth Pillar of Sustainable Development” (2010, p.7) calling UN, development
agencies and international community to „explicitly integrate culture into programs on
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sustainable development” and „foster the inclusion of culture in international policy making”,
both regional and international. That called for recognition and implementation of the culture
into sustainable development policies. Even if the notion of the role of culture in the sustainable
development appeared in the Outcome Document „The Future We Want For All” of the UN
Conference on Sustainable Development in 2012 (Rio+20), it was quite marginal (A21C, 2015).
Between Rio+20 and adoption of UN post-2015 development agenda „Transforming our world:
the 2030 Agenda for Sustainable Development” in September 2015, many events, high-level
discussions, conferences, working group sessions, debates took place and many
recommendations from regional and international stakeholders were made.16 The report includes
elements of human development and importance of cultural diversity and its role on development
of the creative economy worldwide. “Creative Economy Report” by UNDP and UNESCO
(2013, p. 9) stresses that culture is “the driver of development”. It is recognized to bring not only
economic value, but also is fostering development of new creative ideas and brings other nonmonetized social benefits.
At the Special Summit on Sustainable Development, which took place within the 70th Regular
Session of the UNGA on 25 September 2015, the „Transforming our world: the 2030 Agenda for
Sustainable Development” was adopted, comprising 17 Sustainable Development Goals
(hereinafter: SDGs) and 169 targets. This is the guiding sustainable development policies and
strategies document for the next fifteen years and, in comparison to MDGs, the role of culture in
development processes has broader yet not sufficient acknowledgement. There is recognition of
the role of culture and/or creativity (or some sub-sectors of cultural and/or creative industries) in
preamble (paragraph 8 and 36) and in five (2nd, 4th, 8th, 11th, 12th and 16th) out of 17 SDGs.
The most explicit reference to the thematic of this article – creative economy – in the SDGs is
the 8th goal17 and its sub-goal 8.3.18

16

To mention several development points: UNESCO Hangzhou Declaration „Culture: Key to Sustainable
Development” (May 2013), UN high level thematic debate on the role of culture in development (June 2013), Civil
society declaration „Culture as a goal in the post-2015 development agenda” (October 2013), launch of Creative
Economy Report 2013 (Special Edition) by UNDP and UNESCO.
17
“Promote sustained, inclusive and sustainable economic growth, full and productive employment and decent work
for all” (UN, SDGs, 2015).
18
„Promote development-oriented policies that support productive activities, decent job creation, entrepreneurship,
creativity and innovation, and encourage the formalization and growth of micro-, small- and medium-sized
enterprises, including through access to financial services” (UN, SDGs, 2015).
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Appendix C: Variety of Approaches on Defining CI within the EU
Table 2. Distribution of Opinions on Defining Cultural and Creative Industries
‘Creative
industries’
approach
Austria

‘Copyright
industries’
approach
Denmark (2006)

‘Experience
economy’ approach

Sector specific
studies

Sweden (2004)

Flemish Community
of Belgium
Denmark (2000)
Estonia
Latvia (2005)
Lithuania
Sweden (2002)
Romania
Bulgaria

Finland

Denmark (2003)

French Community
of Belgium
France

Hungary
Latvia (2005)
Norway

Ireland
Poland
Portugal
Slovak Republic
Spain

Source: Adapted from KEA European Affairs, The economy of culture in Europe. Study prepared for the European
Commission, 2006, p.48.
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Appendix D: Various Definitions of CI around the Globe


France defines cultural industries as “a set of economic activities that ally conception,
creation, and production functions to more industrial functions of manufacturing and
commercializing at large scale, through the use of material supports or communication
technologies” (KEA, 2006, p. 47).
 In Australia, they are defined as those industries that are “focused on linking creativity with
commercial markets: these industries use creativity as their source of value, generating ideas
into new intellectual property (IP) and then using and commercializing that IP in innovative
ways - often through industry inter-action on a project-by-project basis” (Higgs et al., 2007,
p. 4).
 UNESCO uses the term cultural industries and refers to it as “those industries that combine
the creation, production and commercialization of contents which are intangible and cultural
in nature. These contents are typically protected by copyright and they can take the form of
goods or services” (UNESCO, 2006, p. 3)
 UNCTAD looks on the trade as an important component of dynamics of creative industries
and offers a broad and comprehensive definition of industry (UNCTAD, 2010, p.8).
 WIPO sees the development of the sector around the copyright industries, defining them as
“those industries that are engaged in the creation, production and manufacturing,
performance, broadcast and exhibition or distribution and sales of works and other protected
subject matter” (KEA, 2006, p. 51).
 As there is a division of definitions and classifications of cultural and/or creative industries
in EU, European Commission has decided (OMC, 2010) for the time being to use the
framework proposed by KEA (2006). In the Green Paper entitled Unlocking the potential of
cultural and creative industries (2010) EC states that “Cultural industries are those industries
producing and distributing goods or services which at the time they are developed are
considered to have a specific attribute, use or purpose which embodies or conveys cultural
expressions, irrespective of the commercial value they may have. Besides the traditional arts
sectors (performing arts, visual arts, cultural heritage – including the public sector), they
include film, DVD and video, television and radio, video games, new media, music, books
and press. This concept is defined in relation to cultural expressions in the context of the
2005 UNESCO Convention on the protection and promotion of the diversity of cultural
expressions. Creative industries are those industries which use culture as an input and have a
cultural dimension, although their outputs are mainly functional. They include architecture
and design, which integrate creative elements into wider processes, as well as subsectors
such as graphic design, fashion design or advertising” (EC Green Paper, 2010, p.5).
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Appendix E: Different Classification Systems of CI
Table 3. Four Most Widely Known Classification Models of CI
DCMS Model

Symbolic Texts Model

Advertising
Architecture
Art and antiques market
Crafts
Design
Fashion
Film and video
Music
Performing arts
Publishing
Software
Television and radio
Video and computer games

Core cultural industries
Advertising
Film
Internet
Music
Publishing
Television and radio
Video and computer games
Peripheral cultural industries
Creative arts
Borderline cultural industries
Consumer electronics
Fashion
Software
Sport

Concentric Circles Model

WIPO Copyright Model

Core creative arts
Literature
Music
Performing arts
Visual arts
Other core cultural industries
Film
Museums and libraries
Wider cultural industries
Heritage services
Publishing
Sound recording
Television and radio
Video and computer games
Related industries
Advertising
Architecture
Design
Fashion

Core copyright industries
Advertising
Collecting societies
Film and video
Music
Performing arts
Publishing
Software
Television and radio
Visual and graphic art
Partial copyright industries
Architecture
Clothing, footwear
Design
Fashion
Household goods
Toys
Independent copyright industries
Blank recording material
Consumer electronics
Musical instruments
Paper
Photocopiers, photographic equipment

Source: Adapted from UNESCO and UNDP, Creative Economy Report 2013 Special Edition. Widening Local
Development Pathways, 2013, p. 22.
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Appendix F: Historic Overview of the Culture Statistics in the EU
The need for wholesome data in the CCI field at the EU level and the implementation of
initiatives going that direction can be traced back untill 1995 when the first resolution was
adopted on the promotion of statistics concerning culture, economic and growth. As a result, in
1997, the EU Statistical Programme Committee established Leadership Group of Cultural
Statistics (hereinafter: LEG-Culture) with a mandate for 3 years. Work continued through the
Eurostat European Group on Cultural Statistics (2001-2004) with the aim to develop common
methodologies for producing statistical data on culture. The next step in the development of
reliable and quality cultural statistics in EU was the European Agenda on Culture in a
Globalizing World (2007) with a Work Plan for Culture (2008-2010). It led to the creation of the
Eurostat Working Group on Cultural Statistics, or the European Statistical System network on
Culture (hereinafter: ESSnet-Culture) in the framework of European Statistics System project
(ESS). The work of the ESSnet-Culture was divided in four task forces and covered: (1)
framework and definition, (2) financing and expenditure, (3) cultural industries and (4) cultural
practices and social aspects of culture. One of the main tasks of the newly established ESSnetCulture (2009-2011) was to harmonize the vocabulary and definition of cultural industries,
taking into accounts the various ways and perceptions of the industry in the Member States. As a
result, the final report was published in 2012. ESSnet-Culture framework classifies the CCIs into
ten cultural domains, namely, Heritage, Archives, Libraries, Books and press, Visual arts,
Performing arts, Audiovisual & Multimedia, Architecture, Advertising, and Art crafts, and these
domains are based on six economic functions, namely, Creation, Production & Publishing,
Dissemination & Trade, Preservation, Education and Management & Regulation” (ESSnetCulture, 2012, p. 43-49). Visual representations of the model and different dimensions of culture
as defined by ESSnet-Culture (2012) can be seen in Appendix G and Appendix H.
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Appendix G: Division of Cultural and Creative Activities in the EU
Figure 1. Visual Matrix of Cultural Activities

Source: European Statistical System Network on Culture, Final Report, 2012, p.48.
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Appendix H: Different Levels and Dimensions of Cultural and Creative Activities
Figure 2. Different Dimensions of Culture in the European Union

Source: European Statistical System Network on Culture, Final Report, 2012, p.47.
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Appendix I: Competences and Skills that SMEs working in Craft Industries Need
Table 4. Competences Needed for Craft and SMEs in Management

Management

Administration

Commercialization

Specific competences

Key competences

Deep knowledge on: activity,
workshop and its element and
environment; raw materials, tools
and techniques.
Administration, organization,
planning and management of the
workshop.
Establishment of the company´s
supply needs
Control of financial management,
knowledge on occupational health
and safety as well as quality
criteria.
Knowledge and use of new
technologies in the workshop and
computer tools applied to
management.

Skills and capacity for the
communication suppliers.

Advanced skills on reading,
writing and calculation;
Understanding orders.
Leadership skills.
Practical knowledge of the
regulation on hygiene and
environmental preservation;
Juridical knowledge.
Market knowledge and knowhow
on the competitors.

Correct processing and
transmission of information.

Skills on cost and accounting.

Organization and management
of archives.
Administrative management of:
Human Resources; financial
operations; supply of material
and selling of products.
Supporting the management of
health and safety plans.

Practical knowledge on health and
safety measures.
Knowledge on the latest
standards, guideline and legal
requirements.

Deep knowledge on the
production system;
commercialization channels;
market and its demands and
needs.

Skills and capacity for
communication and negotiation
with customers and suppliers.

Know-how of the market.

Communication and
marketing management

Source: Adapted from CR@FTSMAN Project, Report on The Situation of Craftsmanship in Europe, 2009, pp.1011.
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Appendix J: Comparison of Gross Merchandise Sales for Etsy and eBay
Figure 3. Gross Merchandise Sales for Etsy and eBay (first six years of operation)

Source: Etsy Marketing Infographic: New Statistics on Using Etsy for Marketing, n.d.

Appendix K: Key Demographics of Etsy Sellers
Table 5. Key Demographics of Etsy Sellers vs. General Population

Source: Etsy Inc., Building an Etsy Economy: The New Face of Creative Entrepreneurship, 2014, p. 4.
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Appendix L: Key Demographics of Etsy Buyers
Figure 4. Profile of Etsy Buyer

Source: Etsy Marketing Infographic: New Statistics on Using Etsy for Marketing, n.d.

Appendix M: Gender Diversity in Etsy
Figure 5. Etsy Employees’ Gender Diversity

Source: Etsy Inc., Diversity at Etsy: More Than Just Numbers, 2014.
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Appendix N: Ethnic Diversity in Etsy
Figure 6. Etsy Employees’ Ethnic Diversity

Source: Etsy Inc., Diversity at Etsy: More Than Just Numbers, 2014.

Appendix O: Proportion of Female/Male Applicants to the Etsy Hacker School
Figure 7. Proportion of Male/Female Applicants

Source: J.R.Rosen, Etsy CTO: Prioritizing Diversity in Our Hiring Fielded Better Women ... and Men, 2013.
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