
Chapter 7: Innovation

You have to kiss a lot of frogs to find the prince. But 
remember, one prince will pay for a lot of frogs. 
(Art Fry, inventor of the post-it note)

The motor which generates new value in the digital media economy is a 
combination of creativity and innovation. On their own, neither will 
suffice. The two combine when a new creative form reaches an audience 
(which may, sometimes, also be a market) through some kind of channel 
of distribution. Creativity is about the spark that makes possible a 
different insight—often caused by a collision between different worlds 
and different ways of thinking. Innovation, in contrast, is about changing 
processes or products as a result of a creative insight: about introducing a 
different business architecture, a new process, a different way of working. 
It is, in Debra Amidon’s definition, ‘the creation, evolution, exchange and 
application of new ideas into marketable goods and services.’1 

But even the two together may not be enough to create competitive 
advantage. Innovation needs to evolve into an application. The doyen of 
management theorists, Peter Drucker, writes about the importance of the 
‘complete system’2—the reason why Polaroid succeeded in the instant 
photography business where competitors failed, and also the secret of the 
phenomenal success of the German management software company SAP. 
The difference is important, especially when it comes to where the money 
ends up. Ampex developed the innovation of audio tape, but Philips and 
Sony and others made the money from the application of the consumer 
cassette. The distinction is refined further by the technology marketing 
strategist Geoffrey Moore, who describes the ‘whole product’—the full 
solution necessary to make a market lift off: it is ‘the minimum set of 
products and services necessary to ensure that the target customer will 
achieve his or her compelling reason to buy’.3 Joseph Swan, Nikola Tesla, 
and Edison all invented a light bulb, but Edison designed the whole 
electricity supply industry.
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2  Peter Drucker, Innovation and Entrepreneurship, p138. London, Pan, 1986. 
3  Geoffrey Moore, Inside The Tornado, pp20-21. Oxford, Capstone, 1998.



Innovation and creativity require different attitudes. According to Andy 
Burnett of Cranfield School of Management’s Centre for Creativity: 
‘Creativity is a divergent thought process that generates ideas, and is 
non-evaluative; whereas innovation is a convergent process concerned 
with the selection and implementation of ideas’.4 They pull in opposite 
directions. But these different processes need to be connected if they are 
to succeed. 

This chapter sets out, perhaps ambitiously, to construct a model of the 
process by which creative ideas reach markets via a creative economy. 
This model is not unique to digital media; all the advent of digital media 
does is make some of the elements and some of the connections between 
them less or more important. The purpose of the model is two-fold: to 
help entrepreneurs understand better what they need to do to succeed, 
and to construct a map to help policy makers intervene more effectively 
to achieve social, cultural, and industrial objectives.

The UK is rightly regarded as highly effective at generating ideas and 
creativity: the late ‘90s notion of ‘Cool Britannia’, whatever its limited 
value, was fuelled by the idea that Britain was a leader in ‘cool’, a 
shorthand for an array of industries and cultural practice (if mostly 
industries) which spans music, fashion, lifestyle, television, advertising, 
and more. This is more than hyperbole, or even hype. To quote the 
theatre and film director Richard Eyre, ‘It is not boastful propaganda, but 
demonstrable truth to say we have a creative culture that is the envy of 
the world.’5 The Labour Government’s first Secretary of State for Culture, 
Media, and Sport, Chris Smith, even went so far as call a book of his 
collected speeches ‘Creative Britain’.

There are, however, some conventional notions of ‘creativity’ which are 
not helpful. One is that creativity is a product of individuals; a second is 
that those individuals are born that way; a third is that they can't help 
themselves—they just are the way they are. ‘Talent does what it can, 
genius does what it must’, goes the slogan borrowed or stolen by Stiff 
Records in the late '70s.6 

Much of this comes from the 19th century Romantic movement, perhaps 
exemplified by Coleridge. For Coleridge there were advantages in 
putting these ideas around: he did not like working much, often strayed 
onto the hospitality of his friends, and was a regular user of a range of 
19th century designer drugs, prescribed for medical reasons. According 
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4  Quoted in Charles Landry and Franco Bianchi, The Creative City. Demos, 1995.
5 Richard Eyre, The Eyre Review: The future of lyric theatre in London. London, The 
Stationery Office, 1998. Online at  http://www.culture.gov.uk/eyrecov.htm
6 Borrowed or stolen from the 19th century poet Owen Meredith.



to Coleridge the difficulties of the creative life were legion, even down to 
the ‘person from Porlock’ who caused him to forget the rest of ‘Kubla 
Khan’ by knocking on the door while he was in full flow.7 In fact, most of 
the Romantic mythology about creativity turns out to be untrue.

For the purposes of this chapter, the working theory runs as follows:·          

• Groups turn out to be more creative than individuals—
so much so that creative individuals often huddle 
together for warmth.

• Creativity can be learnt—and can also be encouraged 
by the right environments.

• What we typically describe as creativity is often a clever 
piece of intellectual or cultural opportunism, in which 
an individual makes new connections which are 
suddenly made possible by changes in technology, 
economics, or social practice. 

• Cultural, technical, and business entrepreneurs are an 
essential part of the mix if the creative insight is to 
become linked to an audience and thereby become part 
of a ‘creative economy’.

• Without an audience, a creative product is either part of 
the avant garde, or it is self-indulgence. The avant 
garde has value, but only as a location for 
experimentation. 

There are thousands of examples of creativity springing from the kind of 
opportunism described above. They come from that strange and 
interesting nexus where technology, cultural change, and economics all 
converge. Here are some examples:8

The Newport Folk Festival, 1965. Folk veteran Pete Seeger, one of the 
organisers, tries to fight his way through the crowd to pull the plugs out 
of Dylan's amplifiers onstage.9  Dylan had just gone electric for the first 
time, crashing into a version of ‘The Phantom Engineer’ backed by the 
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7 A century later, Stevie Smith mocked Coleridge in her poem, ‘Thoughts About the 
Person From Porlock’:

‘Coleridge received the person from Porlock
And ever after him called him a curse
Then why did he hurry to let him in?
He could have hid in the house.’

8 This section draws on Andrew Curry, ‘The Creative Virus’. Keynote speech to Making 
Waves, Brighton, October 1995. 
9  John Bauldie, (ed), Wanted Man, pp59-66. Black Spring Press, 1990. Clinton Heylin, 
Behind The Shades, p136. London, Penguin, 1991.



Mike Butterfield Blues Band, thus offending a whole generation of fans. 
(Five years later an LP of the English group Pentangle still came with a 
disclaimer that all the instruments played were acoustic).10 The 
reverberations are famous: the call of ‘Judas’ amid barracking from the 
audience at a concert the following year at the Manchester Free Trade 
Hall; Dylan responding by turning to the band and instructing them, 
‘Play fucking loud’; elsewhere, mocking the audience as he starts a 
version of ‘I Don’t Believe You’ with a blow on his harmonica, then 
saying, ‘It used to go like that, now it goes like this’ (cue electric guitar 
and drums).11

Technology can be used with less aggression. The breathtaking opening 
sequence of  On The Town derives from the special nature of the 
partnership between its co-directors, Stanley Donen and Gene Kelly. 
(Groups do matter).12 Donen, still only 25, was full of technical invention, 
and understood the potential of the new lightweight cameras to take the 
musical off the sound stage and onto the streets of New York. Kelly was 
the radical, both choreographic and political, who wanted dance to take 
off its tie and tails and roll up its sleeves: ‘I realised that there was no 
character—whether a sailor or a truck driver or a gangster—that couldn’t 
be interpreted through dancing, if one found the correct choreographic 

language’.13 

The collision of different 
worlds lay behind the 
development by the 
news organisation ITN 
of the first television 
graphics machine in the 
UK. Paul McKee, then 
working for the 
computer company 
English Electric, and 
trying to  portray 
election trends on 
television, found a 
numerically controlled 
knitwear design machine 
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10 ‘The Phantom Engineer’ was later renamed ‘It Takes a Train to Laugh, It Takes A Lot to 
Cry’. Pentangle’s disclaimer was found on Basket of Light (Transatlantic, 1970).
11 Bob Dylan, Live1966: Columbia, 1998, COL 491485. Quoted by Adam Sweeting, ‘Slow 
Train A-Comin’‘, The Guardian, 9 October 1998. 
12 On The Town, Stanley Donen/Gene Kelly, MGM, 1949.
13 Quoted in Peter Wollen, Singin’ In The Rain. London, British Film Institute, 1992. 
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which could display onscreen the patterns he needed to show.14 A 
similarly inventive connection was made by the arms-makers of Bayonne 
in France, who in the late 19th century based their ‘bayonet’ on a 
traditional Basque swordstick, the makila. Birmingham’s arms factories 
were as skilled, but would not have been able to pioneer the invention.  

Money matters. Sometimes it is the lack of it; John Cage invented the 
‘treated piano’ when the accompaniment for a dance by Merce 
Cunningham required Buddhist instruments which went way beyond the 
budget. He went to the local hardware store to get what he needed 
instead.15 The Edward Dmytryk film Crossfire has long been admired for 
its lighting, influential in the development of the film noir look.16 
Dmytryk’s version, perhaps false modesty, was that the film's impossibly 
tight 13-day shooting schedule required them to take short-cuts. The 
easiest short-cut to make was to reduce the set-up time for each scene by 
reducing the amount of lighting required: hence the look.17 The video 
games Myst and Seventh Guest both similarly made virtues of 
limitations, in their case the irritating limitations of the loading times and 
display capabilities of the games platform. Sometimes it is more about 
protecting yourself from imitators. Dizzy Gillespie famously explained 
the complexity of bebop by saying ‘If they can't play it, they can't steal it’. 
By then black jazz musicians had long got used to white bandleaders 
packaging their invention and profiting from it.

It is easy to hear the anger—and anger is often the first response to 
creativity. Bebop was damned with enthusiasm. Duke Ellington, who 
should have known better, said, ‘Playing bop is like playing Scrabble 
with all the vowels missing’. The band leader Tommy Dorsey was quoted 
as saying, ‘Bebop has set music back twenty years’. Louis Armstrong 
thought the boppers were playing the wrong chords, while the A&R man 
John Hammond said, ‘Bebop is a collection of nauseating cliches, 
repeated ad nauseam’.18

Michael Powell’s film Peeping Tom, now regarded as a definitive piece 
on the voyeuristic nature of the cinema experience, was even more 
vilified. To take just two reviews, The Spectator said, ‘It turns out to be 
the sickest and filthiest film I remember seeing’; Tribune that ‘The only 
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14 Geoff Brownlee, Paul McKee obituary notice, The Independent, 12 November 1998.
15 ‘1.05pm introduction’ (to Cage: Sonata no. 12), Sound Circus Preview CD, Sound Circus 
1998.
16  Crossfire, Edward Dmytryk, 1947.
17 Edward Dmytryk, On Filmmaking. Boston, Focal Press, 1986.
18 Ross Russell, Bird Lives!, p173. London, Quartet, 1976.



really satisfactory way to dispose of Peeping Tom would be to shovel it 
up and flush it down the nearest sewer.’19

The truth is that creativity is hard; hard for social reasons.  ‘Creativity 
takes a lot of courage’, says the education professor Joan Freeman, 
‘because you have to be different at the same time as you're trying to fit 
in’.20 ‘Originality partakes of the nature of a protest’, writes Eric Hoffer.21 
It is not surprising, in the face of hostility, that innovators stick together—
for comfort, or for support. In their book about what they call ‘great 
groups’,22 Warren Bennis and Patricia Ward Biederman recall that the 
Impressionist painters Renoir and Monet worked so closely together that 
for a period Monet found it hard, seeing their pictures in a gallery, to tell 
which of them had painted what. Picasso and Braque worked together, 
dressed in the same way, and compared themselves to the Wright 
brothers, who had flown the first powered plane a few years previously. 
(Picasso even called Braque ‘Wilbourg’). Later, Braque described their 
collaboration as that of ‘two mountaineers, roped together’.23 Place seems 
to matter too, offering a location where difference isn’t different.  Punk is 
forever associated with Malcolm McLaren and Vivienne Westwood’s 
shop at 430 Kings Road, at World’s End in Chelsea, bebop with Birdland. 

Joan Freeman was talking about children, but the experience of adults is 
similar: creativity causes change, and change causes conflict.

But it is also worth remembering Bruce Springsteen’s recollection of 
hearing the electric Dylan for the first time, on ‘Like A Rolling Stone’: ‘It 
was the toughest music I ever heard’.24 Dylan had mixed sex and 
sensibility. As Springsteen put it, he ‘showed us that just because the 
music was innately physical did not mean that it was anti-intellectual’. 
The universal feature of creative innovation, on the scale of bebop or 
‘electric folk’ or abstract art, is that once you have seen or heard it, the 
world is never, and never can be, the same again. It is a vision of the 
impossible. It is stealing fire from the gods to give it to the people. 
Something so disorderly is bound to be unpredictable. 

Despite this unpredictability, Warren Bennis and Patricia Ward 
Biederman conclude from their study of several successful innovative 
groups, all American, that there are common themes. The groups studied 
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19 Michael Powell, Million Dollar Movie, pp400-401. London, Heinemann, 1992.
20  'Challenging Children', Horizon, BBC1. 26 September 1997
21 In The Guardian, 17 October 1998.
22 Warren Bennis and Patricia Ward Biederman, Organizing Genius. London: Nicholas 
Brealey Publishing, 1997.
23 Bennis and Biederman, Organizing Genius, pp 56.
24 Quoted  in Elizabeth Thomson and David Gutman (eds), The Dylan Companion, p286. 
London, Macmillan, 1990.



range from the Manhattan Project to Lockheed’s top secret design lab, the 
Skunkworks, from the education institution Black Mountain College to 
Apple to Walt Disney.25 Great groups, they conclude, have common 
themes. They start with great people, but are built on a series of tensions. 
Great groups have strong leaders—but leaders who are not afraid to hire 
people better than themselves. They are an island—but an island with a 
bridge to the mainland. The members need to have a sense of their 
autonomy—but agree to work to a collective goal. The team is essential—
it is no use having talented people who can’t work together. Great groups 
are optimistic, not realistic.26 Competition helps—but competition only 
with an outsider, not inside the team. They see themselves as underdogs
—but underdogs who will win. And finally, ‘great groups ship’. 

If we understand only the first principles of why creative processes 
flourish, despite rafts of books on the subject, it is barely apparent, either, 
what encourages innovation. As with creativity, the notion of the lone 
boffin is a familiar meme, and well promoted by now successful 
inventors such as Trevor Baylis and James Dyson.27 We can guess that 
creating a nation of lone boffins would probably not create a dynamic 
innovative economy. But other questions remain intractable. It is not 
obvious why some companies are able to diffuse innovative ideas while 
others fail. It is not clear why some sectors are innovative while others 
are not, other than that areas of the economy which are expanding most 
quickly are more likely to have the money to take risks, and that this can 
become a virtuous circle. There is little or no correlation between 
expenditure on R&D and the development of intellectual capital; one 
study showed that the productiveness of US pharmaceutical companies 
could not be inferred from such expenditure.28 Nor is there much 
correlation between innovation and financial success. Glaxo, now one of 
the great powerhouses of the world pharmaceuticals industry, grew rich 
by ‘reverse engineering’ another company’s product to produce Zantac, 
while EMI was crippled by being first to market with a truly innovative 
product, the scanner, which was quickly copied by others.29 The missing 
link is only partly explained by company culture.
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25 Tantalisingly, the Bauhaus is mentioned in the introduction but not discussed further.
26 In his book Learned Optimism, Martin Seligman argues that optimistic people achieve 
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28 Thomas Stewart, Intellectual Capital, p173.
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There are more conundrums. Innovation may be encouraged by the 
rewards to innovators —by ensuring that the patent process protects the 
rewards to those who succeed. Yet there seems to be little connection 
between patents and technological success; Germany approves a lower 
proportion of patents applied for than either France or the UK, but has a 
greater share of the European market in technological goods. 
International patents may be a better guide. And what may be good for 
the innovator and their backers may not good for the society as a whole, 
where social value is built on the diffusion of successful ideas, not on 
their restriction.30 There is a converse problem, too: companies may 
under-invest in research because they know they will not be able to 
‘appropriate’ the full value of those innovations which emerge; 
competitors will benefit disproportionately. Being first-mover is only 
sometimes an advantage. Public policy may have to fill the gap, as John 
Kay writes:

Newton’s invention of calculus may have been the most 
important scientific discovery of the millennium but very little of 
the benefit accrued to Newton or to his employer, Trinity College, 
Cambridge. Electricity was probably the most significant of 
product innovations ever, but Rhein Westfälische Elektrik earns 
more from it in a week than Benjamin Franklin in his lifetime. 
Much innovation takes place within corporations but is 
ineffectively appropriated, from EMI’s scanner to AT&T’s 
transistor, and the difficulties of appropriation imply that a good 
deal of economically important innovation requires public 
funding if it is to take place at all.31

If a creative economy requires that a process of innovation exists to 
ensure that ideas become products or services which reach users or 
audiences, we are still unsure how this process works. There are, 
however, some familiar models of the innovative process for technology 
and market innovation. Over the rest of this chapter we will borrow from 
some of these to construct an embryonic model which addresses the 
specific processes of creative innovation.32

Kazem Chaharbaghi and Victor Newman, in the UK, offer a model in 
which ‘creators’, ‘implementors’ and ‘stabilisers’ all have an essential role 
in creating the ‘new market values’ which are an essential part of 
building value around innovative products, and then bringing those new 
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32 Partly drawn from Bob Hodgson, ‘A Methodological Framework to Analyse the Impact 
of Science and Technology Parks’. Paper to IASP European Division International 
Conference, Bari, October 1992.



products to market, 
represented in their model 
by ‘users’.33 These 
connections can be found 
inside single companies, 
or increasingly as the 
speed of change increases 
within groups of related 
companies. Creators on 
their own will never bring 
their ideas to fruition, and 
left to themselves 
stabilisers will simply 
optimise the existing 
arrangements rather than 
create new value, re-

arranging the chairs, re-engineering themselves to death. The critical idea 
is that the secret is in the connections between the different groups, not in 
the groups themselves. The three groups—creators, implementers, and 
stabilisers—are similar to the distinction between talent, publishing, and 
distribution made in the chapter on creative industries. 

A model proposed by Kline and Rosenberg has more value at the level of 
the firm, since it concentrates on the interaction between pure research 
and commercial activity. It sees innovation as occurring in a kind of tug 
of war between the ‘science push’ of research and ‘market pull’. A 
simplified version is shown here.34 This portrays research and 

commercial development 
as happening in separate 
but parallel areas, with 
research and knowledge 
trickling into business, 
and a succession of 
‘feedback loops’ linking 
the two. There are similar 
response mechanisms 
within the commercial 
organisation linking 
different stages of 
development. On this 
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model, the important issues to resolve are how to reduce the distance 
between pure research, how to improve the quality of the information 
flows between them, and to ensure that feedback works inside the 
organisation. Science parks, for example, increase the flow of ideas into 
companies and thence to products

One of the strong features which enables such connections to be made 
between research and business in the creative world is ‘loose money’.35 
Loose money is money which has escaped, somehow, the tight confines 
of organisational financial management. It can be used to fund projects 
whose results are no more than the learning achieved by completing the 
project. Sometimes such money can be created simply by giving more 
scope to managers responsible for budgets, for the amounts required for 
loose money to be productive can be as little as a few thousand pounds. 
Loose resources, liberated from the cloying control of internal pricing 
mechanisms, can achieve the same end. While it is self-evident that such 
monies ought to be available and accessible in the public sector, and 
second, that the weight of economic theory supports such a proposition, 
this is decreasingly likely to be the case; what little there is left is rapidly 
being extinguished by the chimera of ‘best value’ and other public sector 
jargon of our times. Private sector companies are little better, certainly 
once they clamber aboard the short-term treadmill of quarterly financial 
reports. The only places where any loose money seems still to be found is 
either in privately-owned companies, or in those whose profit margins 
are sufficiently high that they don’t know how to spend the stuff they are 
making. (Microsoft comes to mind). In some circumstances individuals 
can fill the gap. Dreamworks, the film company set up by Steven 
Spielberg, David Geffen, and Jeffrey Katzenberg, represented initially 

nothing but loose 
money. But in contrast 
to the United States the 
UK tax system is not at 
present kind to such 
individuals. To be a 
useful tool in a creative 
environment, money 
has to create space and 
time, not close it down. 

A third model, 
developed by Michel 
Callon and colleagues 
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at the Ecole des Mines in Paris, invites us specifically to examine the role 
that connections play in the process. It has activity occurring at a number 
of nodes, located at some distance from each other. Callon’s model has 
two other features—first, only the ‘financial node’ is linked to all of the 
others, and second, it underlines the number of steps it takes to get from 
science or research to the market. Again, the diagram shown here is 
highly simplified. The Kline-Rosenberg and Chaharbaghi-Newman 
models can be read as subsets of Callon, in that their analysis 
concentrates on particular elements of those included in Callon’s version. 

One important distinction that Chaharbaghi and Newman make is about 
the cyclical or circular nature of the process—that their ‘creators’ interact 
with the market (‘users’). Kline and Rosenberg similarly include the 
element of feedback. Callon’s model, designed specifically to model the 
diffusion of scientific research into the economy, may seem a world away 
from the issues of the creative media economy, but it turns out to be a 
valuable starting point, as we shall see later in this chapter.

On the page, this all seems some distance from the sort of creative 
‘impulse’ which has, say, Paul McCartney and George Martin adding a 
baroque brass section to Strawberry Fields Forever. But it underlines the 
fact that a whole architecture of innovation needs to be in place for 
creativity to have any sustainable market value. The examples of creative 
impulse at the start of the chapter have one crucial thing in common: 
they all took place in an environment in which products could reach 
markets through an established structure of distribution and exhibition. 
And of ‘amplification’, too, not just a poor pun on Dylan’s electric folk, 
but a description of the process by which creative products are made 
visible to users and audiences, which is only in part a function of 
marketing. To take one example: On The Town was not made in isolation. 
It was produced by a specific unit within MGM run by the producer 
Arthur Freed, which made films within an identifiable genre (‘the film 
musical’), and which had developed the market for, and the audience 
expectations about, the genre. It featured stars such as Gene Kelly, Frank 
Sinatra, and Ann Miller. It was reviewed in newspapers, magazines, on 
the radio. And so on.

This speaks to a wider point. In the creative economy, individual cultural 
products do not create lasting economic value for the wider economy, no 
matter how successful they are. Four Weddings and a Funeral or The Full 
Monty made money for those associated with them, and created 
individual reputations which have in many cases been personally 
leveraged into further opportunities and greater wealth. Such products 
create lasting value only if they are integrated into a wider structure 
which enables the creators to reproduce their creative successes and to 
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reach a market. In terms of the distinctions at the start of the chapter, 
between creativity, innovation, and application, it is this which 
constitutes the ‘application’ in a cultural industry. On this model, then, 
‘Britpop’ or ‘drum ‘n’ bass’ is an application, and so is a film studio or a 
movie ‘franchise’ such as the James Bond series. It is the difference 
between a business, or an industry, and a one-hit wonder. 

The Callon model, when re-built for the creative media sector, captures 
the complexity of the set (or sets) of relationships, their etiolated nature, 
and the hoops or barriers between the emergence of a new idea at the 
start of the chain and the markets which a successful idea will eventually 
reach. According to this approach, the innovator is not a lone inventor, 
but in Wiebe Bijker’s phase, a system builder.36 Bijker goes a step further, 
arguing that a new product becomes a form of social ‘currency’ enabling 
new exchanges between previously unconnected social groups. In fact, 
processes of innovation can create such connections during the 
development stage. The management thinker Michael Shrage has 
suggested that prototypes create a ‘shared space’ which enables those 
who are involved in the process to communicate better, and advocates 
‘rapid prototyping’ to bring this space alive. He was writing about 
software development, and one thinks of the way in which open source 
software such as Linux has invented itself as a kind of rolling prototype, 
building a community of developers around it.37 

But the same is true of some creative products. The internet can facilitate 
new and faster exchanges, but the fastest still come through people 
sharing an experience. Dance music, for example, can be thought of as an 
‘open source’ culture, in which there is constant rapid prototyping of new 
ideas within a community of DJs and clubbers. Indeed, the connections 
which developed between new constituencies through the emergence of 
rave music was apparently so terrifying that the Conservative 
government felt the need to legislate against them.38

Most research on innovation examines successes (‘great groups ship’). 
The lessons from failures are sometimes more illuminating. The classic 
example of failure in new media innovation is why the now ubiquitous 
graphical user interface, designed for the computer by the research team 
at Xerox PARC, was never exploited by Xerox, but instead by Apple (and 
later by Microsoft). Why was Xerox unable to take its own innovation to 
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market? In the terms of Bennis and Biederman’s model, they were an 
island without a bridge to the mainland. 

At one level, the PARC researchers were their own worst enemies. It 
probably did not help that they referred among themselves to Xerox 
executives as ‘toner heads’. Even when those same executives made the 
trip to Palo Alto they got little change. Bob Potter, who ran Xerox's 
recently established computer engineering facility in Dallas, recalled a 
visit to PARC:

I just couldn't get anything out of them. I even told then I was 
their savviest, best, customer in the corporation. But they were 
only interested in their own thing. They thought they were four 
feet above everybody else. What the PARC people never 
understood was that they were supposed to help the less 
fortunate, less intelligent rest of the world.39

Steve Jobs got in to see the Xerox Parc GUI with his Apple colleagues 
only because Xerox had just invested $1m in his company.40 Because they 
were already working on a more limited graphical interface for their Lisa 
computer, the communication was immediate. Larry Tesler, who did the 
demo, said, ‘It was almost like talking to people in the [PARC] Group. 
But better, because they wanted to get it out into the world’. Compared to 
the dialogue of the deaf inside Xerox, one can almost hear the sound of 
the synapses sparking: Tesler, and several of his PARC colleagues, later 
joined Apple. The creators had found an implementer. 

On the other hand, Sony clearly learnt most of the innovation lessons in 
building its Playstation from nothing in 1994 to leading the lucrative 
games sector four years later. Having lost the video recorder wars41, they 
were determined to ensure that a better technical product would not 
again fail because of lack of content.42 The project was staffed by 
significant numbers of music industry people, so the conventional 
assumptions of games industry veterans would be questioned. The then 
market leaders in the games industry, Nintendo, based their production 
model on cartridges, which were blindingly fast but expensive to 
produce. The Nintendo model exported much of the business risk to its 
developers, by requiring them to buy large quantities of cartridges from 
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Nintendo before they shipped a game (nice work for Nintendo). The 
result was an industry which had become all but completely risk averse, 
just like Hollywood in the age of blockbusters. Their principal 
competitor, Sega, had attempted to move the industry to the CD-ROM, 
which would have reduced production costs and enabled a wider range 
of titles to be produced, but it did not have enough content. Sony 
followed Sega’s lead, but also built more equal relationships with its 
developers; some such as Psygnosis were later acquired. This broadened 
the range of titles available (Sony’s clout with retailers helped) which 
increased the range of users. Its grass roots initiative, Net Yaroze, which 
enables enthusiasts to buy a cut-down version of the development 
platform, produced other benefits. It allowed Sony to identify potential 
developers at an early stage, and also incorporates as being special to the 
company the committed games players who influence other Playstation 
users, enrolling them as the best possible type of PR—word of mouth. 

Successful technological innovation is not simple. The Department of 
Trade and Industry suggested after reviewing case studies that it 
required firms simultaneously to achieve five objectives: to promote an 
innovative culture and attitudes; to introduce an achievable innovation 
strategy; to work closely with suppliers and customers; to integrate the 
diverse elements of their businesses; and to identify, access, and absorb 
relevant external sources of technology.43 In a simpler version, they need 
to be porous, persistent, and partnership-oriented.44 Or in the well-
rehearsed phrase of Jack Welch, the much-admired CEO of General 
Electric: ‘I only have three things to do. I choose the right people, allocate 
the right number of dollars, and transmit ideas from one division to 
another with the speed of light.’45

From these ideas and stories, we can return to building a model of 
innovation in the creative industries. Callon’s model is useful in 
underlining the systemic relationships which underpin innovation. On 
the other hand, while something may well have been lost in translation, it 
appears to conflate process (science, transfer) with institutions (firms) 
and social capital (markets). In the figure below I have rebuilt it for 
creative media markets.

The nodes here have been re-named to focus only on process. This 
version starts with ‘experimentation’, which gets diffused through small 
scale exhibition, promotion, and exchange. In the music sector, this can be 

Andrew Curry The Next Wave, Chapter 7

(cc) 2000/2006 Andrew Curry                                                                   Page 14

43 ‘Innovating for the Future: investing in R&D’, p31. HM Treasury/Department of Trade 
and Industry consultation document, 1998.
44 Andrew Curry, ‘The Creative Virus’.
45 Quoted in Bennis and Biederman, p24.



by performance in 
clubs or pubs, but 
increasingly in all 
creative sectors it 
involves the exchange 
of software across the 
internet, either by 
shareware or gift. 
Increasingly, too, this 
software is part of a 
collaborative culture 
where good ideas are 
shared and developed 
collectively, through 
‘open knowledge’ 
processes which have 

strong similarities to the development of ‘open source’ software such as 
Linux and Apache.46 

At this stage, most of the nascent creative ideas in circulation are 
principally ideas, sketches, and notions. In the digital world, this 
distinction increasingly seems no more than conceptual, and to some 
extent it is. Technically, any creative product which is encoded into 
software can be circulated and distributed, no matter how raw the 
content, and any product which can be distributed can be sold. Generally 
however, cultural products at this stage in the chain have not yet had 
constructed around them the set of social relationships which enable 
them to reach audiences and markets. At this stage there is relative 
equality between producers and consumers; sometimes the distinction 
between producers and consumers is meaningless, since the products are 
part of a set of shared meanings which are largely outside of the market. 
Anything seems possible in this autonomous place, and some nascent 
cultural products never escape from here.

Talent which becomes visible through this process will be identified by 
‘creative aggregators’, who are responsible for managing and combining 
both talent and ideas (a record label, a games developer). Sometimes 
these will be vehicles whereby talent ensures its presence in the value 
chain; sometimes they will be talent agents, as they are increasingly in the 
movie business. Creative aggregators have relationships with the larger 
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organisations, the ‘market positioners’ (publishers, broadcasters, studios) 
which link content to the market. If they do not have them, they acquire 
them quickly enough.47 At this point the cultural product emerges from 
being an idea into the world of products, of lawyers, accountants, royalty 
payments, of present income against the promise of future revenues.    

Market positioners have relationships with channels to market (retailers, 
specialist distributors, the internet), which in turn are linked to what is 
described here as ‘market presence’. This last category can be 
misunderstood because it includes a range of different functions, from 
the availability of platforms in the user’s home or elsewhere (games 
console, online PC, television set, CD player), and also exhibition (cinema 
slots for films, touring dates for bands, advertising, word of mouth and 
so on). The ‘market positioning’ node is linked to ‘market presence’ as 
well as ‘market channels’ because a market positioning company will 
provide marketing support, promotional support, even subsidies, not to 
mention management of the media circus, to ensure that their products 
are visible in market channels. 

For such a market positioner one of the most effective ways of doing this 
is by sponsoring or supporting media in other channels. One of the 
clearest examples is the way in which record companies ensure cheap or 
free airplay on radio and TV. Indeed, market channel owners sometimes 
make visibility of products in their outlets conditional on such 
promotional support. Even if they do not, there is an expectation that a 
market positioner will support products they believe in, thereby creating 
confidence in the channel owners that these will sell to consumers. 
Putting this more concretely, when the record company Ouija had 
commercial success with its band Cornershop, it found its promotional 
costs increased significantly. As Ouija’s co-owner Gary Walker told Xfm, 

When you’ve got a band who are going to be in the charts you 
realise that the majors over the years have set a particular agenda 
where a certain level of advertising is expected; a certain amount 
of free stock is expected to be given to shops. So, unless you have 
got that level of investment behind you it is very hard to compete 
with the majors.48

From the perspective of those who own market channels or command 
market presence, specific products are of little interest other than in the 
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very short term. At these places in the chain, it is applications, not 
products, which are expected to drive consumer behaviour. Typically, 
such applications are genres or product types which tend to generate a 
strong response within particular groups of consumers; anything from 
shoot-em-ups to blockbuster fiction to world or R&B music.  

In the system as a whole there is some feedback between the nodes; 
creativity of different kinds is distributed throughout it. Finally, the 
market is linked tenuously back to experimentation; producers are 
consumers too, and this is the second difference from the original Callon 
model. Companies which function at different places in the process have 
different sets of skills, different interests, and need different sets of 
relationships. Vertical integration is rarely an advantage.

Different media markets have different emphases, depending on their 
maturity and the nature of the product. In a mature market such as 
analogue television 99% of households are equipped with the necessary 
equipment (market presence), and there is high visibility of information 
about programmes and television channels. Distribution (market 
channel) is all but complete in the UK for reasons of regulatory and 
technical history, although a recent entrant such as Channel 5 can not 
take this for granted. So power gravitates to the market positioners, the 
broadcasters themselves. The creative aggregators are producers, either 
inside the production arms of broadcasters or in independent companies; 
part of the rhetoric supporting the successful campaign for legislation to 
implement the 25% independent production quota in the British 
television industry was about increasing the range of talent entering the 
industry. Experimentation takes place in colleges, or other production 
areas, such as the club or music video scene. In other words, this a 
reasonably healthy industry. 

Compare it, say, with the CD-ROM business, and one finds or found 
activity at the level of the creative aggregator, but no significant market 
positioners, no reliable market channels, and minimal market presence. 
There were few homes with CDROM drives, and only skimpy 
information to be had about CDROM products. 

In the games market, Nintendo, Sega, and Sony, the market positioners, 
took far more control of the market to develop it, to ensure that their 
games consoles got in to people’s homes, and that there were games 
worth playing on them. Their huge advantage was that game-playing is 
so compelling to those who enjoy it that they spend a lot of time doing it 
and are therefore prepared to pay significant sums of money for new 
games. To open up the market, the games companies have borrowed a 
trick from the razor market; they are both willing and able to subsidise 
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the price of the consoles against the profit margins on games. To some 
extent, they have had to do this, however. The ‘market velocity’ of the 
games industry is among the highest of any creative business; players 
expect to see consoles upgraded at least every three years. (In contrast, 
most domestic audio-visual equipment is fundamentally upgraded—
meaning new formats or new functionality, such as colour—once in a 
generation.) The task of ensuring the continuous flow of complex new 
interactive products in an environment where the products are constantly 
being upgraded means that the games companies also have close links 
with developers, effectively ensuring exclusivity of important content.

Such links do not necessarily improve the quality of innovation, however. 
Most of the games for the latest platforms, despite their much vaunted 
artificial intelligence, have proved to be little more than faster and better-
looking versions of existing games and genres. This is inevitable when 
the content aggregators (in this case the developers) get pulled too close 
to the market by the market positioners. If you listen to the market too 
closely you simply produce more of the same. It is noteworthy that it is in 
the PC games market, which is far less tightly controlled, that new 
capabilities such as artificial intelligence have started to produce new 
types of games, such as The Sims, Black and White and Republic, which 
feature intelligent environments and smart characters.

A comparison with the internet is also instructive. The internet is busy 
with creative aggregators (design and production companies), market 
positioners (portals, search engines), and market channels (BT, Virgin, 
Freeserve), but even now, at time of writing in mid-2000, rather short on 
market presence, heavy promotional expenditures notwithstanding. The 
stock values of internet companies, in the face of low or negative 
revenues, can be understood as being driven up, market ‘corrections’ 
notwithstanding, by a gasping expectation that the weight of activity in 
the early stages of the cycle (up to and including the market positioners) 
will be matched by the development of sufficient market presence to turn 
the online arena from a minority market into a mass market, and 
sometime soon. 

However, the ‘games option’ of stepping in to manage more intensively 
the value chain is not open to internet companies, simply because there is 
not enough money in it. Traditional media models have been tried but 
have worked for only a limited period. AOL made money from content 
for a while, until new entrants gave it away to build market share; 
advertising is rife, but what limited revenues there are accrue to only a 
small number of sites. E-commerce revenues are easier to generate than e-
commerce profits, as new competitors once again give value back to 
consumers in exchange for their attention. The latest business are mostly 
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a little more sophisticated than keeping one’s fingers crossed that one 
will be able to turn user traffic into revenues eventually—to ‘monetise’ it, 
in the industry’s ugly jargon—and doing whatever one can in the 
meantime to hang on to one’s users.49

It is worth exploring the way in which this model of creative innovation 
functions through some specific examples. Simply enlarging a market 
channel does not of itself create innovation, even when the other 
elements of the chain are in place, as Channel 5 has demonstrated. It is in 
competition with ITV for commercial television revenues, and its strategy 
requires it to position itself against ITV. The only areas where it can be 
said to have been innovative are in news presentation and the scheduling 
of soft porn. But Channel 5 demonstrates another truth about innovation; 
you don’t necessarily have to have it to build value for shareholders, at 
least in stable creative markets.

Channel 4, on the other hand, was set up with a brief to be innovative, 
and this was enshrined in legislation. Even this would not have itself 
have been enough. It helped that the channel was not in direct 
competition for ITV revenues when it was launched. Even now, when it 
does sell its own advertising, the requirements placed on its 
programming strategy by law mean that it occupies a different (and 
incidentally more lucrative) space than ITV. The government’s then 
hostility towards the BBC and ITV helped, as did changes in production 
technology. These were necessary conditions, but not enough. Channel 4 
was also able to tap into the radical and publicly funded workshop 
movement, enabling the workshops access to airtime through its 
Independent Film and Video department, effectively plugging 
experimentation directly into the channel’s broadcast mix, albeit usually 
late at night. More centrally, it released a generation of producers from 
both commercial TV and the BBC who found the climate in the large 
broadcasters unstimulating, but who had benefitted from the training, 
learning, and development they had provided.50 These producers and 
their production companies have mostly evolved into conventional 
creative aggregators, but this took time. Indeed, it could be argued that 
the chaotic but creative early years of Channel 4, recorded in Jeremy 
Isaacs’ memoir Storm Over 4, were chaotic partly because they short-
circuited elements of the process by which creative products reach 
audiences. The trade-off, as Michael Grade identified when he took over 
as Chief Executive, was that Channel 4 was less successful than it should 
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have been as a market positioner, at ensuring that its programmes 
reached audiences. 

Part of the key to this release of innovation was in effect that Channel 4 
was effectively ploughing a field which had been seeded by a 
combination of public money and large private companies. Tim O’Reilly, 
using a metaphor based on sustainable agriculture, has argued that 
similarly one of the reasons that the web and internet have transformed 
the computing industry over the past five years was because developers 
were similarly able to benefit from ‘a new fallow field, with rich soil laid 
down by twenty years of open exchange of ideas’.

If you look at the computer industry (and in fact most industries 
that rely on proprietary roadblocks to innovation), they resemble 
slash and burn agriculture. You strip the soil of its nutrients and 
move on. A fertile new field is developed, usually by people on 
the fringes of commercial activity, who are building for the love of 
it. There is a rich soil of ideas, the shared heritage of all 
practitioners in the field. Innovation comes naturally, since 
anyone can build on what has gone before. ... As commercial 
activity moves in, the field is fenced off. Innovations are no longer 
contributed back but are hoarded within corporations.51

This touches on the third significant difference between Callon’s original 
version and that for the creative industries. Although money remains 
linked to everything, the connections to ‘experimentation’ and ‘diffusion’ 
are far weaker. In the world of scientific research and development, both 
‘science’ and ‘transfer’ are expensive, as in the pharmaceuticals or 
biotechnology industries, but this is far less true in the creative media 
industries. At an experimental level, music or films or software are 
produced for the pleasure of it, and distributed rapidly among networks 
of friends and contacts. This happens within existing social networks or 
within education and training cultures which even now still have some 
small way to go before they are completely recuperated within the 
market and its perceived requirements. They have to be, for there is little 
or no money in them. They are about play and gifts, about work which is 
outside of the market, which derives from ‘vernacular values’, to borrow 
Ivan Illich’s term.52 
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Many of the burgeoning audio- and video-based websites, from MP3, to 
peoplesound.com, to Atom Films, to Gnutella, are trying to build 
business models which are based at least partly on the internet’s 
strengths as a channel to connect the exchange of such socially-generated 
products with the social networks which have generated them in the first 
place. At the same time, the roots of such vernacular work remain firmly 
embedded in the tangible world. This is captured well by Dave Haslam 
in his book Manchester England, a cultural and social history of 
Manchester and of its vibrant music culture:

The Manchester music scene has been powered by accidental 
entrepreneurs. Whereas the personal and emotional investment of 
businessmen in other industries may be strong, accidental 
entrepreneurs just fall for the music, the scene, want to be 
involved. Unable merely to spectate, their involvement in it all as 
a business venture creeps up to them, grabs them unexpectedly. 
You do a fanzine, sell some T-shirts, put on some parties, manage 
a group, put out a record. Next thing you know you’re filling in 
your first VAT return.53

Or as Eddy Lawrence put it, a local sound is built by ‘the network of 
microlabels, smalltime promoters, musicians and assorted other faces 
leading each other on’.54 This makes it all too hard to predict what will 
generate a creative burst, and what will not. Often, it is an unintended 
consequence, and with uncertain lead times. Britain's  leadership in 
games development was the outcome of a bedroom programming culture 
which can be traced back to the sales in the UK of the Spectrum and the 
ZX81. 

The emergence of Britpop, as well as more interesting musical 
developments such as Massive Attack and Portishead in the Bristol area, 
has been linked to the high levels of youth unemployment in the early to 
mid90s, although even the latterday ‘youth-friendly’ Conservative party 
has not yet claimed the credit for this. Music industry figures were quick 
to identify a contradiction between a Labour government which invited 
our leading bands round for drinks in Downing Street while 
implementing ‘welfare to work’ programmes which could destroy the 
circumstances which had created them. New Musical Express even went to 
the length of a cover story which interviewed bands such as The Verve 
about the way in which time on the dole had helped them develop their 

Andrew Curry The Next Wave, Chapter 7

(cc) 2000/2006 Andrew Curry                                                                   Page 21

53  Dave Haslam, Manchester England, p203. London, 4th Estate, 1999.
54  Eddy Lawrence, ‘It’s official: there is life north of the Watford Gap’, The Big Issue, 
August 1622 1999.



music.55 The film maker John Maybury suggests that the most significant 
impact on our current audio and visual culture (but whisper it not to the 
government) has been the experience of Ecstasy among a generation of 
now 30-somethings.56 Not all creative development is so apparently 
random. Canada’s continuing leadership of the top-end animation 
market, represented by firms such as Softimage, Alias, Discrete Logic, 
and Prism, derives from a relatively small initiative which was started by 
the National Research Council in the 1970s, and was adopted by the 
National Film Board.57 Even Pixar, Disney’s partner and now surely after 
Toy Story 2 the undisputed heavyweight of the digital animation 
production business, started life in Canada at this time.

Innovation policy in the ‘60s and ‘70s was driven by a conviction that 
governments and their policy experts could predict optimal outcomes. 
Their metaphor of innovation was linear; a conveyor belt with inputs at 
one end and the desired innovative practices, systems, institutions, 
products and objects emerging from the other. The British government 
invested in ICL, the French in Bull, the Germans in Siemens, in the belief 
that force of national will could build national champions. We are more 
cautious now, using less industrial metaphors, understanding more 
about path dependency and about complex systems, even if this 
understanding is filtering all too slowly into public policy. Small events 
early on can create large impacts on eventual outcomes, which may not 
turn out to be for the best; and secondly the whole system matters, not 
just the nodes but the links between them.

For there to be space for the uncertain and the unpredictable to emerge, 
two pre-conditions are probably needed. The first is that the components 
of the system have some slack or space inside of them; organisations 
which are lean engineered, or re-engineered, may delight cost 
accountants but have carved out of themselves the ability to develop. As 
the Nobel laureate Kenneth Arrow observed some years ago, the reason 
companies came into existence at all was ‘as a means of achieving co-
ordinated action in situations where the price mechanism has failed’.58 
Simon Caulkin argues, similarly, that ‘to innovate, companies need to 
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provide a refuge or shelter from market forces’.59 Westinghouse is a 
salutary example of a company which failed as a business precisely 
because it offered no such shelter, instead creating internal markets 
wherever possible.60 The television producer Tony Garnett has made this 
point slightly differently:

We have an industry run by managers with the mentality of 19th 
century mill owners. Where workers are costs, not assets, where 
slashing overheads is more important than nurturing talent. ... 
Even if you ignore the argument against all this on grounds on 
human decency, it is suicidal bad practice from their point of 
view. This is an industry where the most valuable assets leave the 
building every evening—or hardly ever even visit the place.61 

What is true for the television industry is as true for the rest of the 
creative industries. But it is not an issue which is confined to the private 
sector. Many activities which are socially and publicly desirable are the 
responsibility of the public sector precisely because of the difficulty of 
measuring them accurately, or their outcomes: ‘if everything was so 
crystal clear’, writes Henry Mintzberg, ‘and every benefit so easily 
attributable, those activities would have been in the private sector long 
ago’.62 Doubtless the arid and destructive audit culture which prevails in 
the modern Whitehall, and continues to be promoted by the present 
government, will put a stop to this just as soon as it can work out how 
best to do it.63 Yet one of the things we learn from the Canadian example 
above is that many of the best ideas, both in market and social terms, 
came from the simple, unpredictable, and unmeasurable step of engaging 
artists to work with technological researchers.64

Such interventions do not need to be lavish. They simply need to 
provoke. Videotron's interactive cable television channel collaborated 
with the publicly-funded London Film and Video Development Agency 
to co-fund short interactive pieces by video artists. Part of the key to the 
collaboration was that the two organisations had to spend time testing 
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the ‘fit’ of the project with each other, learning how to work together. The 
images and ideas the artists produced would not have been generated by 
television professionals. The Hub’s ‘Emotional Computing’ project asked 
for pieces which were compact enough to fit onto a single floppy disk—
and supported the best with small bursaries financed by the Arts 
Council. As ID magazine observed,

This size constraint has resulted in pieces with the same kind of 
contentunderpressure urgency as classic twochord thrash, and a 
similar paradoxical ability to seem essential and disposable at the 
same time. ... Wielding onebit graphics, scratchy audio loops and 
Quicktime movies compressed to within an inch of their lives, the 
Hub artists are desperate to squeeze every last drop out of their 
available bandwidth, determined to get more out of less through 
clever programming, smart concepts and aggressive, 
unpredictable interactivity.65

As in Eisenstein's theory of montage, to stretch a metaphor, in each case 
the new idea was created by the juxtaposition of two familiar things in a 
manner which created the unfamiliar.66 

If companies and public organisations need to find the space in which the 
unexpected can  happen, we also need to learn more from the world of 
complexity theory about the way in which systems can sometimes create 
their own spaces. In modelling ‘self-emergent systems’ experimenters 
have shown that most systems stutter out quickly, either because there 
are not enough connections or the connections are in the wrong order. 
Others become far too active and destroy as quickly as they create. Only 
in between, on the ‘edge of chaos’, is the system sufficiently connected 
both to generate life and to sustain it.67

Because of this unpredictability, public policy can never design a system 
in the certain knowledge that it will be successful in generating creative 
or innovative applications. It can, however, ensure at least that the 
elements in the creative ecology are in the right place and connected 
together. The networks model developed in this chapter is partly an 
attempt to start to build a tool which can begin to explore the effect of 
public policy. The model needs far more work, of course. But even in its 
embryonic state it would enable us to predict that the infusion of lottery 
funding into ‘studios’ (market positioners) without concomitant changes 
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65 Frank Lantz, ID, May 1997.
66  ‘Two film pieces of any kind, placed together, inevitably combine into a new concept, a 
new quality, arising out of that juxtaposition’. Sergei Eisenstein, The Film Sense [1943]. 
London: Faber & Faber, 1986. 
67 Mitchell Waldrop, Complexity. London, Penguin, 1994. (A wonderful book).



in the exhibition sector of the industry (market presence) would create a 
glut of films without significant access to distribution or exhibition, and 
that the limited amount of attention to how experimentation can be 
encouraged, exemplified for example by the transfer of the British Film 
Institute Production department to the more centrally run Film Council, 
might reduce cultural variety.68 

Systems help, but they are not enough. Innovative and entrepreneurial 
cultures require more; milieu, culture, place, people, in fact a whole 
ecology.
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68 Versions of this argument are made by Nick Roddick, ‘Show me the culture!’ in Sight 
and Sound, December 1998, and Jonathan Romney, ‘British film is sick’, The Guardian, 13 
November 1998.


