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Executive summary

industry carried out by 14 Nordic academics are presented in this

he results of a one year research project into the Nordic Design
report.

In line with the growing importance of design, professional designers and
design consultancies have emerged as both a growing industry in their own
right and a vital pool of strategic resources for all Nordic businesses.

This report comes from the first large scale comparative research on the Nordic
design industry. This report summarizes some of the project’'s basic findings
and outlines our recommendations and suggestions for how the design
industry could be more commercially competitive.

In addition there are detailed statistical reports on each of the Nordic countries’
design industries are available to download to: www.nordicdesign.org

Key Findings and Policy Recommendations

The project's findings and recommendations fall into 4 main areas. The
following introduces a selection of some of the key findings and
recommendations within these areas.

1 The design industry: firms, people and growth

e The design industry is a small but important growth industry: across
the Nordic countries around 27000 people are directly employed by
specialist design firms.

e These firms and employees are also a vital strategic resource for all
Nordic business sectors since design greatly aids industrial
profitability and innovation.

e The design industry is growing fast in all countries, with high growth
in the number of active firms and increasing numbers of employees.
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2

e The industry is dominated by small and medium sized firms: the
majority of firms are only 1 person.

e The design industry shows a very strong tendency towards urban
locations: the majority of design activities happen in the largest
cities.

Recommendations

=

Clustering is important to the design industry and should be
encouraged Cluster organizations can help organize and be
portals for access to pooled business support, R&D funding
advice, legal services, marketing, and expert advice. Different
types of meeting places — e.g. networks, conferences,
seminars, design centers — are needed to support this process.
More attention needs to be paid to needs of small firms in the
design industry.

The design industry faces a problem securing Venture Capital:
the industry needs more information on VC; and potential
investors need to made more aware of the profits to be made
from design and how to evaluate design opportunities

New talent and diversity are important. Policies are needed to
encourage the involvement of more design employees from
non-traditional backgrounds and to support more inward
migration of foreign design experts, professionals and even
firms.

Getting out there: Growth, commercialization and export success

The design industry’s exports have grown consistently over time but
there is a feeling that firms could achieve a lot more. Their growth and
export potential is being affected by a lack of alternative business and
revenue models, generally low levels of inter-firm networking, and by
the fact that few small firms can afford the costs involved in entering
new markets.

Recommendations

=

o

The design industry should look to other creativity- and
knowledge-based industries for new types of revenue streams
from their intellectual property.

Government and patent authorities should examine the
operation of copyright and intellectual property in relation to
design industry products and professional services.

Support professional networking initiatives and industry
associations that help link small firms together so that they can
share experiences and offer wider joint product packages.
There are often significant gaps between clients’ and designers’
worlds: meeting places and contact brokers could help bridge
these gaps; and courses could be provided to designers on
how to pitch projects and negotiate in the language of target
industries
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I~ International trade fairs are an important sales and networking
opportunity for design firms interested in exporting and support
for their involvement should be recognised as a real investment
opportunity (and not just a promotional exercise) by export
authorities and trade bodies. Funding attendance and for
activities that link firms with potential clients and marketing/
press channels should be prioritized.

I~ Nordic and national trade fairs should be supported in efforts
they make to internationalize: internationally recognised trade
fairs greatly enhance the national brand and help firms to
access wider markets.

3 Education

e There has been a rapid expansion in the number of Nordic design
students and graduates.

e The workforce in all countries is roughly 50:50 men:women; but
there significantly more female students so the future may be very
different.

e At present there is relatively little research conducted in design
schools and departments. In particular, there is a real lack of
doctoral and postdoctoral research conducted.

Recommendations

7~ Many design educations fail to provide students with adequate
business and management skills: introduce business,
management and entrepreneurship training as an integral part
of design education.

7 Third level education design educations need to be
internationalized to a far greater extent than they are today. In
order for firms to be more international, the students and future
design professionals they rely upon should be provided with
educations that are international in scope and which aim to
amongst the best the world has to offer. Examples of measures
that need to be taken are: better use of exchange
programs/study abroad periods; increase intake of overseas
students; more foreign language training; increase the use of
foreign external examiners; extend visiting academic initiatives
and programs; benchmark international best practice in design
education.

I~ Design schools should be helped to build up and support
doctoral and post-doctoral level research that is focused on
fundamental, theoretical, methodological and technological
issues

7 The kids! Primary and secondary school students could be
introduced to design earlier and design should be an integral part
of arts and crafts education at all levels in the educational
system.
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4

Awareness

Governments and businesses are beginning to take the

design industry seriously: treating design not as an art form but as an
industry and a vital business tool; Design Years in 2005 are a welcome
symbol of governments’ willingness to support design but more needs to
be done to raise awareness.

Recommendations

o

=

T T T U

Industry in general needs to be more aware of the business
benefits of employing professional designers.

Industry needs to more aware of in-house design competences
and integrate them fully into management and strategic
planning.

Design firms need to more aware of and better at presenting
the business case for their products and services.

The public sector and public authorities should include the design
dimension much more when purchasing decisions.

More coherent and representative industry associations are
needed.

Scandinavian Design is a well established and robust
international brand that could be better used.
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Section

What is design? Why
IS design important?

Introduction

he term design has become something of a buzz word in recent years.

In the marketplace designer goods are everywhere and consumers

are increasingly assessing products on the basis of their design. In

businesses and firms design is increasingly understood to give firms a
competitive edge and to help in improving things like production processes and
times. In policy circles design has also been seized upon as an important
industrial resource and a potentially important employer.

Design is often talked about as an important part of products, as an area of
artistic endeavor, and as contributor to the Nordic countries’ global image but
very little has been said about the industrial organization and dynamics of
design in the Nordic countries. In recent times, design has become not just the
preserve of high profile artistic entrepreneurs but the core product around
which an industrial system of firms and related institutions and business
practices has grown up. The subject of this report is the rapidly expanding
professional design industry and how we can better understand its industrial
functioning, innovation system and its competitiveness: and how we can
support it.

This report outlines the key findings of a year long research project on the
industrial competitiveness of the Nordic design industry. The research was
carried out by 14 leading researchers from all of the Nordic countries. In
addition, a group of 6 people with professional experience of design acted as a
representative and reference group for the project. Its aim was to assess the
state of the design industry and to develop suggestions and recommendations
for how the industry’s competitiveness can be supported.
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“Design capability is
employing vision, process,
creativity and technical skill to
develop products, services
and brands that capture the

imagination of customers
throughout the world” New
Zealand Government’s
Design Taskforce.
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What is design?

Design, in the English language, implies a broad and wide-ranging process
that exercises control over a product’s entire life cycle: from idea to production
to distribution to marketing and so on. In most Scandinavian languages
‘design’ is limited in focus to aesthetic (and perhaps ergonomic) aspects of a
product: to its form. The English version of the term is gradually becoming
commonplace in Nordic countries and in the minds of business people and
designers.

Design is a very difficult concept to define but one may say that design is a
central component of what we think of today as innovation. Design involves not
just the aesthetic aspects of a product but also their overall technological
performance and character. The act of design involves not just shaping a
product’'s appearance but also involves a range of inputs into the creation of
the form and function of a product and its production, marketing and appeal to
the consumer.

As a commercial product/service design exists in a variety of forms.
e Business-to-Business B2B

Design services: specialized design firms that supply design services to
other businesses and organizations (e.g. designing a website for a
supermarket; designing a house for a building firm; designing components
for a car maker)

e Business-to-Consumer B2C

Design products: where the entire value of the product is its design (e.g.
designer ornaments and home decorations)

Designed products: where design is an important add-on or extra
dimension that allows functional products to be sold at much higher prices
(e.g. designer office furniture; high-end cars)

When thinking about design, it is also worth noting that it does not need to be
integrated into the whole of the product's life story. Design can be used in
many different phases or stages in the product’s/ service’s life cycle.
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Design is commonly associated with the initial stages of developing (or
redeveloping) a product - in the process of conceptualizing what is to be done
or changed. Having established an
aim or concept to operationalize,
designers and design can prove
B2C Designed product invaluable to arriving at the right
design as add-on . .

technical solutions to problems
associated with production, storage
and distribution. Finally design is
increasingly being employed in the

B2C Design product commercialization phases. Here
the design is the . . .
product design plays a crucial role in

shaping the ways in which
consumers find out about a product
(marketing and advertising), how it
B2B design services appears to them when they are
making a decision (packaging,
retail environments, etc.), and in
how they experience using the
concept technical commercial product (and therein the likelihood
they will want to buy something
more from the firm).

Stages in the product life cycle

Thus it may be that a design firm is employed to develop a hew concept for a
product or service. Alternatively it may be that design and designers play an
integral role in every stage from the birth of an idea all the way through to
marketing and after sales. Design then can be sold in different forms (as a B2B
service, as a design product, etc.) and it be involved in all stages of the
business cycle.

Why is design important?

Design can be seen to offer considerable benefits to businesses and products.
Indeed design can be seen to:

“Design is a multifaceted
concept which not only
includes function and
appearance, but which
also suggests ease of e Increase the aesthetic, symbolic, and visual quality of the product by
manufacture and manipulating the form, line, proportions, and colors and by considering the
increasing the value of the psychological and aesthetic needs of the user;

¢ Increase the value (utility) of the product to the user by making the product’s
user interface functional; intuitive, safe, easy of use, easy to maintain, etc.;

product or providing
features that make them

¢ Improve the ability to manufacture the product by simplifying the structure of
the product and taking into consideration material choices, production
processes, and assembly;

sell at a profit”

Walsh, V., R. Roy and M.
Bruce ‘Competitive by
Design.” Journal of Marketing
Management 1988 e Promote rational standardization to increase the effectiveness of parts
logistics, decreasing work in progress and inventories, decreasing the
amount of tooling needed, achieving larger purchase quantities, and thus
decreasing unit costs, etc.




“Good design is the most
important way to
differentiate ourselves

from our competitors,"
Yun Jong Yong, CEO of
Samsung

“However beautiful the
strategy, you should

occasionally look at the
results.”
Winston Churchill
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e Promote lower environmental impacts by allowing better incorporation of,
for example, energy saving features, increased durability, aesthetic
timelessness, recyclable parts, etc.;

e Improve the ability to market the product by considering buyer behavior,
objectives, and hopes, and informing buyers in a way that makes selection
easier;

e Help companies break into new markets by adapting products to local
conditions and by taking into consideration international competition;

e Enhance the communication of corporate vision and enhances brand
building;

e Allow for higher levels of product differentiation from the competition
through the visual qualities of the product

Although in general it is hard to say whether it is the design of a product —
rather than, for example, its price — that makes it successful there are some
empirical indications that design has a real strategic value to firms.

One indication that design helps boost competitiveness comes from our
examination of the Norwegian National Innovation Survey. This shows that
firms that are significant users of design are the most international. While the
importance of national markets is equal for firms that prioritise spending on
R&D and those that prioritize design, firms that spend the most money on
design are more likely to operate in international markets than firms which do
not.

Market orientation Non-users R&D users Design users
Local 61 43 26
Local cross border (Sweden/Finland/Russia) 1 1 3
National 31 42 47
International 7 15 24
100 100 100
Firm size (no. of employees)
10-49 85 % 73 % 71 %
50-99 9% 12 % 9%
100-249 4% 8% 11 %
250-499 1% 4% 4%
500+ 1% 3% 6 %

Source: Statistics Norway Technological indicators
The Norwegian firms which are high users of design also tend to be bigger.

In a study commissioned by the British Design Council the share prices of a
total of 166 UK design-led companies was tracked. A group of 63 companies
(the 'Design Portfolio”) chosen for their consistent showing in various design
award schemes outperformed both the FTSE All Share and 100 indices by
around 200% between 1994 and 2003. A further of 103 companies (Emerging
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Portfolio) whose awards success approached that of the Design Portfolio,
enjoyed a similar level of over achievement.effective users of design strongly
outperform their peers on the stock market.

4000

3500

— Design Portfolio
Emerging Portfolio

FTSE100 A A
—FTSE All-Share J W

=
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2500

2000

1500

1000 -

500
1993
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Stock portfolio performance 1994-2003.

Source: Kester, David (2004). The Impact of Design on Stock Market Performance, an Analysis of UK Quoted

Col

mpanies 1994-2003, Design Council (http://www.designcouncil.org.uk)

Design can be sold in a variety of forms and be involved in all phases of a
product or service’s life. However, whilst design is everywhere and can be a
difficult thing to define and delimit, analysts and business are beginning to
understand how central design is to Nordic industrial competitiveness. The rest
of this report rests then on the assumption that design is a key enabler for firms
in the majority of industries. Given the importance of design as a central
element in overall economic competitiveness then the support and
development of the industry that supplies this strategic resource
should be a key priority to us all.
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Section

The design industry:
firms, people and growth

n recent years the Nordic countries have seen rapid growth in the

number of design firms and the number of people employed in design

activities. There has also been a general rise in revenues and turnovers

indicating that the market for Nordic design, at home and abroad is
growing.

Because every business involves some degree of ‘design’ we decided
to limit our study to specialized design firms. The rest of this report is
focused on design services sold to other firms (B2B design firms) and firms

that produce/sell design products to consumers

(B2C design product).

KEY POINTS

There are over 20000 design and architecture firms in the LOOkin.g at SpeCia_-"Z_Ed des_igners and producers
. . of design goods is interesting for many reasons

Nordic countries. . - .
not least the fact that design as an industry is a
There are over 27000 people employed by design and  relatively recent phenomenon. It is clear from our
architecture firms; in addition there are a significant research that firms and individuals within ‘design’
number of one-person firms, freelance workers, and are mcreasmg 99”50'0‘15 _Of their role ?”d V_a!ue
_ _ _ _ and are capitalizing on this by professionalizing
designers employed in other industries. a set of diverse knowledge-based products,
Growth in the number of firms and employees has been services and activities under the banner of
stronger in all countries than the national average. commercial design. Instead of, as in the past,
Design and architecture firms are heavily over attempting to find jobs as in-house designers in
— 9 y over larger firms in other industries an ever increasing
represented in the capital cities and larger urban areas. nymber of design-interested people are setting
The Nordic design industry needs to internationalize, be  UP their own consultancies or design oriented

more diverse, and have better access to venture capital

firms. In the figures presented below we also
include architectural services since many

and business skills if it is to become globally architecture firms now provide general design

competitive.

services (though designers and architects are

usually  educationally and institutionally
separated). The study has also tried to gather as much information as possible
on designers and design ‘hidden’ within firms that do not specialize in design:
car manufacturers and electrical appliance manufacturers often employ many
in-house designers.
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“There are 3 types of lies: lies, damned lies and
statistics” Benjamin Disraeli

At present measuring design as an industry and
identifying design firms in official statistics is very difficult
and problematic. In order that government and the
industry can plan for the future more accurate,
disaggregated and carefully attuned industrial statistics
on design are needed.

I~ National statistical bodies need to develop more
accurate measures and statistics on design

"~ Nordic national statistics should be coordinated so
that comparison and benchmarking is possible

In the following pages we present figures on the
Nordic design industry (more detailed country
reports can be downloaded from the project’s
website: www.nordicdesign.org). The figures are
based on data collected by national statistical
bodies on registered firms and individuals’
taxation records and are the most accurate
statistics presently available. We include firms
and individuals whose core business is:

e industrial design and product design for
client organizations

e architectural design, or the design of
housing and other large-scale
constructions, graphic design,
communication and information design

Firms and employees

Throughout the Nordic countries there have been significant increases in the
number of active firms and the number of people employed in design.

It is extremely hard to accurately estimate the number of design firms and the
number of people they employ. However, official statistics (where they exist)

give us the following picture:

Firms Firms

(including

(excluding

Employees Employees

(including (excluding

architecture)

architecture)

architecture)

architecture)

Sweden 2002 11199 8459 9177 4238
Denmark 2000 5607 2714 10369 2846
Finland 2002 2358 921 2233 796
Norway 2003 2100 927 5543 1483
Iceland 2003 117 18 528 90

All figures are based on official statistics and come from the individual country reports:

www.nordicdesign.org
Figures for employees do not include sole traders/owners/single person firms.

Though the design industry employs relatively small numbers of people and is
made up of predominantly small firms it should be remembered that the design
industry has a role in the economy far beyond direct employment. As
mentioned earlier these firms and workers provide services that are of strategic

importance to the entire economy and to all industries.
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Despite many differences the Nordic countries have seen consistent growth in
the design sector: both in the number of active firms and the number of people
working in these.

In Finland and Sweden, the number of firms and the number of employees has
been steadily rising. In general, growth rates are higher in the areas of
industrial, interior and graphic design. Moreover, there have been generally
higher growth rates in firm establishment than employment. In all countries the
strongest feature has been the establishment/start-up of new firms. This high
rate of new start-ups is the result of new entrants: though there are also high
rates of firm exit as new firms fail to survive. This means that the Nordic design
industry is in a turbulent period and is at present an industry almost entirely
dominated by small firms that are quite young. Although due to statistical
difficulties it is hard to get a reliable general picture, evidence exists to indicate
that similar development is occurring in Denmark, Norway and Iceland.
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/ 6000
5000
g>" m
[B]
(D]
o 40007 S 4000
= o
“g 3000 s § 3000 -
< 1S)
2 2000 - o 2000
o
s 4'__./././././
) — |
1000 1—— 2 1000
0 ; 0
P > PP F RSP T S5 X O O RA DR O DSA D™
9 O QO 9 O Q0 QO S SO D7 " D7 DT D DTN QRS LTS
R SHCHC R HC BRSNS
Sweden —e— 74201 Architectural activities —s— 74841 Graphic design
74842 Other design activities
Consultancies in the Finnish Design Industry Employees in the Finnish Design Consultancies
1600 - 3500
1400 ————— g | /./‘/’—*/H
1200 .\‘_‘//‘/’/ 2500 g
1000 2000
800 — & 1500 |
600 /./.j‘—-
400 1000 -+
200 L= ././" 500 4 ._.——4—_.——.__*__.__—.—.
0 T T T T T T T T T 1 0 T T T T T T T T T
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

—a— Industrial Design (old SIC) —a— Industrial Design (new SIC)
Finland —e— Architectural Services




THE FUTURE IN DESIGN 14

The vast majority of firms — whether they are new start-ups or older firms - are
almost entirely single person firms - what are often called sole traders. In
Denmark in 2000 87% of industrial design and 84% of interior design firms
were sole traders.

Number of firms by size (measured by number of employees)

No. of employees | Sole-traders 1-4 5-9 10-19 | 20-49 | 50+
Denmark 2000 4431 847 142 81 35 11
Norway 2002 1008 355 181 97 26 3
Sweden 2002 4255 990 185 95 36 6

Very small firm sizes dominate the industry. The fact that the industry is
dominated by small firms could be seen to increase its creative potential and
innovation levels: smaller, younger firms tend (in all industries) to be more
innovative. The existence of a variety of small and flexible firms also allows the
design system to react quickly to new types of project and new demands:
networks of small firms that can quickly assemble project teams is increasingly
a competitive strength of the Nordic design scene.

However, small and young firms face many challenges that make their survival
precarious. The key challenge to small (and young) firms is lack of resources.

Venture and seed capital is a particular problem for small firms in the
design industry. Firms and design workers in all countries reported problems
getting the right backing from banks and venture capitalists: financial
institutions and venture capitalists seem to have limited knowledge (and
interest) of the design industry. On the other hand design firms have generally
low knowledge of the various forms/sources of VC. Also in many cases design
firms lack skills in business planning and approach adequate to convince
venture capitalists that they will get a good return on their investments. For
small design firms the principal sources of capital are personal savings/loans
or ‘angel investors’ (e.g. parents). For many types of design this is a limited
problem as entry costs are low: usually office space and computing equipment.
For other types of design — e.g. furniture design — entry costs are high due to
the need to produce expensive prototypes and invest in technical machinery
and seed/venture/development capital is vitally important. For all types of
design lack of adequate venture and development capital is a significant hinder
to their development; and a major barrier to their ability to develop into new
markets and export markets.

Lack of resources can also be seen in the very low levels of basic skills seen
in the industry. In our study small firms’ lack of experience and understanding
of basic business skills was a constant cross national feature. Whilst they may
be extremely good at doing the creative work itself they are most often lacking
in management, marketing, accounting and administrative functions. In the
future such problems may be alleviated by design educations which go further
than today in incorporating entrepreneurial and business skills training.
Education however is more of a long term fix and for today’s design firms their
small sizes and low levels of capital make buying in competences, skills and
resources difficult. Furthermore, efficient sub-divisions of labor are impossible
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in single person firms and the solo designer is forced to take on a variety of
roles they may not be qualified or able to deal with.

= Industry organizations and public authorities could produce information
packages and organize targeted seminars to help financiers and venture
capitalists understand what investing in design involves and the potential
returns.

= Designers need better information on how to contact and organize access
to the right sorts of venture capital, financing and stock/share offers, etc.

Regional dimensions

One of the starkest findings of the study is that in all 5 countries the design
industry is heavily concentrated and over-represented in the major cities:
especially in the capital cities.

e Denmark 1999: Copenhagen region 1278 design firms (55% of
Danish design firms); Arhus 300 design firms (13% of Danish
design firms).

e Finland: majority of firms based in Helsinki, however, the largest
Finnish industrial design consultancy is based in Turku(Abo).

e Iceland 2003: 63% (114 firms) of Icelandic design firms in greater
Reykjavik.

e Norway 2003: 48% of design firms and 50% of design
employees and 56% of total industry turnover are in the capital
city region of Oslo/Akershus.

e Sweden 2003: 50% of design firms and 52% of industry turnover
are in Stockholm; Véastra Gotaland (Goteborg region) had 15% of
firms and 23% of turnover; Skane (Malmo region) had 12% of
firms and 7% of turnover.

Evidence is also suggests that the strongest growth in design firm revenues is
also concentrated in the capital cities. In Sweden in 2002-3 a total of 402
design firms had increases in turnover of over 10%; 205 of these were based
in Stockholm and 144 of these had increases of over 20%.

The fact that design firms and employees tend to be concentrated in certain
areas cannot be explained purely by the fact that there are more people in
urban areas. In all countries concentrations of design activity that are well
beyond what one would expect to see if design was to be evenly distributed
across space. These concentrations should instead by explained by the idea
that agglomerations or clusters of industrial activity tend to lead to higher
productivity and lower transaction costs. Where industrial activity is
concentrated it is easier to meet clients and find new business. It is also easier
to source specialist services and find specialist labor. Moreover the proximity to




THE FUTURE IN DESIGN 16

potential collaborators makes project based working — a central way of
organizing design work — easier and more flexible. Proximity to collaborators,
competitors and innovators also means that firms located in agglomerations
tend to be more innovative and up-to-date since they can see and meet new
ideas and trends on a daily basis. In our research we time and time again
came across designers that stated that informal social networks and ‘just being
there’ helped them with their work, finding clients, and staying innovative and
relevant.

A further dimension to this is that smaller local concentrations tend to survive
longer and be more profitable if they are relatively specialized in a particular
area of design and don't try and do everything. This suggests to us that
regional specialization should be encouraged and that regional resources (like
specialized educations) should try and support specialization.

I~ Clustering is important to the design industry and should be encouraged
Cluster organizations can help organize and be portals for access to pooled
business support, R&D funding advice, legal services, marketing, and expert
advice/consultancy.

I~ Meeting places of different kinds can help build social networks and
improve communication and knowledge flows between firms and individual
designers. Such meeting places can be in the form of conferences or
seminars, or in the form of design centers where related firms can share
facilities and resources, and earn to work together.

Design People

Whilst the main focus of attention for this report is firms that specialize in selling
design services and products there are a great many designers, design groups
and design activities that do not happen within the ‘design industry’. For
example the Nordic countries can boast of a large number of big firms in other
industries that invest considerable resources in design and directly employ
design staff.

Figures from Sweden show that if we use statistics on occupations instead of
figures on what firms do we find that there are significantly more designers in
the general workforce than in a narrow definition of the design industry.

In 2002 in Sweden there were a total of 33768 people
employed in design and design related occupations. Only 9177
were employed in the design industry itself. In other words there were
well many more design professionals in the rest of the workforce than
there was in the design industry.

Design policy and design education obviously has a role to play in these
peoples’ lives and not just in supporting a set of design firms. These people
possess considerable skills — all countries reported very high levels of formal
educational achievement in the design workforce — and one may wonder
whether better integrating them into the design industry itself should not be a
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long term goal for the industry. There already exist links between designers in
design firms and those in other industries/the public sector but these links
could be greatly increased: especially through labor mobility. Design firms
might therefore find it useful to look to hiring designers working in other
industries and not just concentrate on employing new graduates from third
level design schools and courses.

This *hidden’ design workforce also represents a considerable pool of potential
entrepreneurs. However in most Nordic countries those employed in other
industries are reluctant to make the jump into the design industry and the jump
into the turbulent waters of starting up a small business. In Finland there exists
a useful form of ‘half-way-house’ which allows people to both work for a
company and to pursue commercial activities without needing to go all the way
and set up a firm of their own. This freelance system is particularly popular
amongst Finnish designers and may help ease them gradually into setting up
firms of their own, and/or allow them to periodically work in an industry they
would not consider working in fulltime. As can be seen from the table below, in
Finland freelance workers are a significant group in certain areas of design:

Industrial Designers Interior Designers Graphical Designers

Freelancers 0,0 % 11,0 % 18,6 %
Entrepreneurs 20,7 % 41,0 % 35,2 %
Employees 37,8 % 21,0% 29,6 %

Sourc: Finnish Country Report/Hytdnen 2003.

I~ Government and tax authorities should investigate alternative business
and company forms: Finland’s freelance system, for instance, may be
more useful to some creative individuals than the registered firm
system in operation in many Nordic countries.

Diversification

The tendency to concentrate in certain areas can be interpreted as an attempt
to be near a diversity of experiences and competences. Worldwide industries
with high levels of creative content and knowledge based work have been
shown time and time again to do best in places with both a diversity of related
industrial activities and openness to new ideas, skills and workers.

Statistics on the Nordic design industry indicate that firms located in areas with
the greatest diversity of firms engaged in similar and related activities perform
better and have longer life-spans. This indicates that industrial and firm
diversity increases competition and competitiveness in the long term. In the
long term improving the diversity of activities and types of design firm is
constructive. As too is the presence of design firms and design intensive
industries.

7~ Encouraging the diversity of national and regional design clusters
should be a priority - Inward investment could improve the competitive
and knowledge base of the national industry: inward investment
agencies (e.g. Invest in Sweden Agency, Invest in Denmark,
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Innovation Norway) should target international design firms and
design-intensive firms and sectors to locate offices or projects teams in
Nordic regions.

Diversity of skills and cultural backgrounds in the workforce is also crucial for
innovation/new perspectives and building international sales and commercial
development networks. Moreover there are many that believe that the closer
the demographics of your firm or your industry is to its customers, the closer it
will match their desires and sell more.

Unlike many industries the Nordic design industry is very even in terms of its
gender makeup: in all countries — with the exception of Iceland — design
industry workers are roughly 50:50 male:female.

Whilst relatively equal in terms of gender at present there are extremely few
Nordic design workers from immigrant backgrounds

Employees in the entire workforce with design as an occupation,
Sweden 2002

Country of origin Male Female Total
Sweden 15762 15686 31448
Europe excluding Nordic 485 379 864
Nordic excl Sweden 324 433 757
Asia 155 162 317
North- and Central America 105 80 185
South America 69 42 111
Africa 39 24 63
Oceania 14 7 21
Unknown citizenship 2 0 2
Total 16955 16813 33768

Source: Statistics Sweden

Moreover relative to other industries there are very few foreign nationals
(expatriates) working on short or long term bases in Nordic design firms or
design intensive industries. Visits form and short-term work performed by
foreign designers can help bring new perspectives, contacts, and skills into the
Nordic industry. Far from being a threat to domestic employment such inward
flows are most likely to support the long-term development and prosperity of
the industry.

I~ New talent is important: support the inward migration of foreign design
experts and professionals.
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Section

Getting out there: Growth,
commercialization and export success

he products and services offered by Nordic design firms are mostly
sold within the Nordic region, and most commonly in firms’ national or
local markets. However, an increasing number of design firms are
beginning to think about exporting and finding new markets. Nordic
designers and architects have long often enjoyed strong

KEY POINTS

global sales figures and international reputations: for

instance products based on the designs of figures such as

Arne Jacobsen and Alvar Aalto; and design intensive firms
such as Bang & Olufsen and IKEA.

In this section we explore in more detail the issue of how

firms can be helped (by themselves and others) to grow
on the basis of better commercialization of their products
and on the basis of exports.

Export growth has been a consistent feature

There are generally low levels of inter-firm networking
— better inter-firm networking increases product offer
and competitive strength

Trade fairs are important aspects of the business
environment but costs are high - support is needed

Design firms are operating in increasingly

international and niched markets — trade authorities

and government should give advice and help fund

firms internationalize

Evidence from the study shows that, in most countries, the
design industry is exporting more than before. The table
below shows that in the Danish case, whilst still a very
small export industry, design’s export growth has

outstripped the rest of the economy.

Danish design* industry exports 1999 to 2001 (million Euros)

Design Total Design as Design Danish
exports Danish percent of exports economy’s
exports total growth export
Danish indexed growth
exports (1999=100) indexed
(1999=100)
1999 51.5 47126.5 0.109 100 100
2000 60.6 54644.2 0.111 117.7 116
2001 75.1 56844.4 0.132 145.8 121

*Design is here total for indoor interior, industrial design and architectural services
Currency rate of 31.12.01 of DKK 1= EURO 0.13391, 2000 of DKK 1= 0.13404, and 1999 of DKK 1=

0.13445 euro. A full stop indicates a decimal point.

Source: Statistics Denmark

As noted earlier (Section 1) evidence from Norway suggests that firms that use
design extensively are more likely to export.
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What are you selling? Commercializing
intellectual property

Design firms are very often concerned with selling intellectual property (IP) of
different types: e.g. product ideas, images, forms, marketing and advertising
concepts. Some of these will have a very limited lifespan, others may result in
a design that has a very long commercial lifespan: e.g. a design classic. In
contrast to many other IP driven industries — music, film, publishing, and
pharmaceuticals — the design industry tends to sell its products for one-off
fees. This means that even if the design IP has an extremely long lifespan or
has an enormous effect on the client's sales volumes and profitability the
designer receives little if any of this added value.

This situation is good for the clients, as they can buy valuable IP at relatively
low cost. For designers the situation is more mixed. The simplicity and
transparency of buying exclusive IP rights makes it easier and more attractive
for clients than more complicated arrangements. However, many designers
are beginning to question whether they are not in fact selling themselves short
and missing out longer term revenue streams and on revenue streams from
spin-offs or by-products of the IP: for example from future product lines based
on the original design, licensing fees or publishing fees for photos. There is no
doubt that Nordic design firms can create innovative and competitive IP, but
there may be problems with their commercialization of this IP: i.e. how they
bring it to market and profit from it.

In the future design firms, and the design industry as a whole, should think
hard about how they commercialize their IP. A first step may be to investigate
alternative payment and billing models. At present the majority of contracts
involve one-off payments which effectively sign over intellectual property rights
(IPR) over to the client. Other industries involved in the development and sale
of IPR to clients have successfully used other payment models. For instance, it
is ever more common now in advertising that the client pays on the basis of the
effectiveness of the campaign: if the product's sales go up the advertising
agency’'s commission follows. Indeed such commission or grow based
payment models might attract new clients and motivate design firms to invest
more in products/services with medium to long term commercial potential.
Design firms should also be more careful how the designs they have produced
become distributed in other forms — as licensed photos, sold onto third parties,
etc. — and attempt to incorporate revenue streams from spin-offs in their
contracts/agreements with clients.

I~ Government and patent authorities should examine the operation of
copyright and intellectual property in relation to design industry
products and professional services.

"~ Provide specialized legal services giving advice to small and medium
sized design companies on IPR issues and commercial strategies:
especially in connection to exporting IPR.
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=7 Enhance the internal and external knowledge about IPR: although the
Nordic IPR regimes are fairly well developed there may be a need for a
better understanding of design firms’ rights and potential profit streams

Networking and working together

As we noted earlier being an industry of small firms has both positive and
negative effects. On the positive side being small means that you can be more
flexible in your thinking and you can push through your own vision and focus
easier than in a large firm. Indeed small firms tend to be more innovative and
experimental and to grow at higher rates than larger ones. This is of great
importance for coming up with new product ideas and export ideas.

On the minus side small firms most often lack sufficient capital and internal
expertise to: fully fund the development and commercialization of new product
ranges; expand into new export markets. This is not just a question of capital
as new products/services and expansion into new markets (at home or
abroad) often demands insider and expert knowledge. For instance to be
success in foreign markets often demands language skills, an understanding
of the local culture and business environment, detailed knowledge of import
regulations, tendering, taxation, etc. and of distribution channels and industry
gatekeepers.

The most pragmatic and (perhaps) cheapest way to overcome the problems
and expense such barriers can be is through the effective use of networks.
Many of the design firms we interviewed that had export success or
international clients said that at some point personal and professional networks
and links had been crucial.

=~ Enhance international networks by supporting inward investment and visits
and by supporting design firms attendance at international trade fairs and
the like.

Networking is, however, not just about making friends and contacts to
smooth your firm’'s entry into new markets. In many segments of the design
industry, firms are not just competing with each other but with other service
industries that are able to offer, for instance, broad and varied communications
services or product development packages. For example, small graphic design
firms offering only specialized graphic design services are coming into
increasing competition with advertising agencies that can offer broad
communication packages: packages that often include use of in-house design
departments. Internationally many of the largest design firms are adopting a
similar model and selling clients packages that combine everything from
product, graphic and process design to marketing. This of course need not be
done under one roof: small firms that are well networked can equally
successfully assemble project groups able to offer broad design packages.
However, at present inter-firm networking in Nordic countries is minimal and
firms tend to stick to their own niche rather than attempting to network and
bundle their services with other design specialties. Thus networking can help
small firms with product offer issues whilst allowing them to concentrate on the
aspects of the design business they are best at.




“The first thing to think is
to think global”

Eero Miettinen, Design
Director, Nokia Corporation.
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=~ Support professional networking initiatives and industry associations that
are aimed at linking small firms together so that they can share
experiences and offer joint product packages.

Bridging gaps

Getting into new markets — whether they are abroad or ‘simply’ new market
segments at home — is difficult if firms do not have knowledge of the new
market or have contacts. Getting to know new markets can be very costly: not
just in terms of travel costs but also the time (and potential wasted time)
involved in getting to know a market.

Such difficulties are greatly complicated by language differences. In all the
Nordic countries there are often significant cultural and language differences
between design and Business. Clients in other industries often have a hard
time understanding what constitutes good design (and a good choice of design
supplier) and equally designers often have poor understandings of the needs
and important actors in other industries.

For small design firms bridging these gaps is a costly and often unsatisfying
process. Many of the firms we talked to in the course of our research pointed to
the fact that they had been greatly helped in reaching new clients and new
markets by personal and business contacts that were insiders in the target
market. Indeed in many creative industries — for instance in the film and music
industries - this process is made easier by professional contact brokers and by
agents/matchmakers. In the future design firms might find it most expedient to
employ brokers/agents/managers. Equally cluster organizations and industry
associations in other sectors might find that sharing the establishment/hiring of
an agent capable of finding the right design competence might be a good
investment.

=~ Agents and brokers can play a valuable role bridging the gap between
design and traditional industry.

= Cluster and industry organizations should support meeting places and
contact brokers to help bridge different worlds.

= Courses on how to pitch projects and negotiate in the language of target
industries could be provided.

Trade fairs, showcases and exhibitions

Trade fairs, showcases and exhibitions play an important role for most
segments of the design industry. For producers of designer goods — such as
designer furniture or fashion design — they are often the main way to enter new
markets and to get in touch with contract or wholesale buyers.




Glassware, Peter Hallén
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Apart from the important job of selling product, trade fairs are also important for
firms in a number of ways: making and maintaining social/business contacts;
getting new ideas and staying up-to-date; finding new employees and partners;
sourcing suppliers and services; getting press and publicity.

In all the Nordic countries trade fairs are an increasingly important part of the
design firm’s landscape. However, whilst national/local trade fairs are seen by
many as the most important for their business there is a growing awareness of
the benefits of participating/attending international trade fairs. The importance
of international trade fairs, showcases and exhibitions is especially high for
firms engaged in specialized or niche products and services where national or
even Nordic markets are simply too small. In addition, a growing trend is that
Nordic buyers (from a wide range of industries) of design products and
services are increasingly attending international trade fairs, such as Milan
Design Week. This means that for design firms attendance at international
events is a growing part of finding customers at home as well as abroad.

The costs of attending trade fairs are high. The costs of participating and
exhibiting in international trade fairs are extremely high and out of the reach of
most small Nordic firms. Nordic firms that attended the Milan Design Week
2004 which we interviewed estimated costs of on average 50,000euros for
exhibition and staff associated with such an event. Such estimates did not
include the costs of prototypes, etc. developed for the fair or the
costs/difficulties in getting the right stand, press coverage, etc.

I~ Trade fair support should be recognised as a real investment opportunity
(and not just a promotional exercise) by export authorities and trade
bodies. Funding attendance and for activities that link firms with potential
clients and marketing/press channels should be prioritized.

I At trade fairs export authorities and industry organizations can help
administrative issues and translation services, and by helping pre-arrange
business and press contacts and meetings.

"~ Nordic and national trade fairs should be supported in efforts they make to
internationalize: internationally recognised trade fairs greatly enhance the
national brand and help firms to access wider markets.
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Section

Education

he Nordic countries have an extensive and high quality design
education system. Such a system is central to the long-term
competitiveness and innovativeness of the design industry. However,
the educational system is currently in a period of rapid change as it
tries to cope with dramatic rises in the number of students. New courses and

KEY POINTS

Year on year increases in the number of design students
and new graduates

More female graduates are now produced than
male graduates

Research activity is limited

Design education needs to be more international in
outlook

Design education needs to focus more on
management training, and entrepreneurial and
business skills

Design should be integrated into primary and

secondary school arts and crafts education

institutions are opening and existing ones are quickly
expanding. In addition, it is clear that the changes
occurring within the design industry and design markets
the educational system is also been faced with some hard
decisions about how to maintain quality and relevance.

Universities and design schools:
third level education

Traditionally design was a relatively marginal subject in
Nordic educational institutions. Though architectural
education has been well developed for a long time,
design education was most often limited to crafts and
vocational courses or as a marginal subject within history
of art. However in recent years design has become a
strong independent educational field that encompasses a
wide variety of foci. In conjunction with the rising status of
the subject there has been a marked increase in the

number of students interested in studying architecture, design and design-
related courses and programs.

In addition there has been a rapid rise in the number of design courses and
programs offered in third level institutions and indeed a general expansion in
the size and number of institutions involved in design education.

Although there are many ‘design’ students only take a few design courses as a
part of wider studies or only complete a part of a design program there are
increasing numbers of people, in of the Nordic countries, who have
successfully completed specialized graduate degrees in design and related
subjects. Some professional designers have reported to us that they are
worried that many of these will not find employment within the industry; on the
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other hand they are happy that the supply of well qualified candidates for
employment has increased.

Students

Number of full-time students in third level design programs in Sweden.
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In the Icelandic case there are significantly more Icelandic students studying
design overseas than there are home students. However whilst the majority of
Icelandic design students go abroad — mainly to Denmark — there has also
been more students choosing to study design in Iceland and more courses
available for them to choose from.

Whilst the situation is not as extreme as in Iceland, many Nordic students
choose to study design overseas. Such flows often raise the issue of ‘brain
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drain’ and led to speculation that those that go overseas never return. In the
Icelandic case this has been partly true. However, on a Nordic level it is
generally accepted by design professionals that overseas studies and work
experiences are a valuable asset.

Numbers of students in Icelandic academies; number of Icelandic students
studying design overseas

2000 2001 2002 2003
Iceland Abroad Iceland Abroad Iceland Abroad Iceland Abroad
Multimedia/3D design 0 18 12 19 24 43 31 72
Architecture 0 49 0 55 14 64 26 75
Graphic design 89 28 81 45 77 37 73 34
Industrial/Product design 16 13 13 20 0 28 0 38
Pottery 12 - 5 - 0 - 0 -
Textile/fashion design 0 14 9 21 29 17 33 20
Interior design - 29 - 31 - 13 - 23
Civil design - 12 - 8 - 7 - 6
Design and arts - 6 - 8 - 3 - 4
Totals 117 169 120 207 144 212 163 272

Source: Statistics Iceland

Indeed a main recommendation coming from our survey of Nordic design
educations is that design educations need to be internationalized to a far
greater extent than they are today. Earlier in this report we suggested that
greater levels of contact with the outside world would help design firms gather
in new ideas and skills and increase their export potential. In order for firms to
be more international, the students and future design professionals they rely
upon should be provided with educations that are international in scope and
which aim to amongst the best the world has to offer. The following steps could
help this happen:

=7 Internationalize: Mandatory exchange programs/study abroad periods

I~ Internationalize: International work placements as part of courses

I~ Internationalize: Increase intake of overseas students

I~ Internationalize: More courses in English and more foreign language
training

I~ Internationalize: Engage in debates (such as the Bologna process) over
how to make the transfer of educational credits and qualifications
across European boundaries easier

I Internationalize: Increase use of foreign external examiners

7 Internationalize: extend visiting academic initiatives and programs

I~ Internationalize: Make better use of Nordic exchange programs such as
NordPlus

"7 Increase collaboration and joint programs/courses between design
schools in the Nordic countries

I~ Benchmark international best practice in design education

When talking to design professionals about their experience of the educational
system a constant theme was that most (though not all) design educations on
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are based on the traditional arts school emphasis on the solitary genius: ‘the
primadonna’. Professionals were concerned that team working and
collaborative problem solving was not prioritized; and in many cases effectively
discouraged. There is a feeling that students are taught to expect to be the
‘next big name’ and that this mitigates against working effectively and smoothly
with others. An added dimension of this is that the focus on creating
primadonnas tends to led students to focus on artistic creativity and to neglect
the problem solving, production oriented and entrepreneurial/business
elements so essential to making a career in the design industry.

Whether or not it is true that students are taught to be primadonnas, it is
generally true to say that design education in the Nordic countries
systematically fails to provide students with basic business and management
skills. Given that the majority of the students will work in the private sector and
a significant number will startup small firms this is a serious failing. Time and
time again firm respondents cited the problems they had with administrative,
management, legal and marketing issues — artistic creativity was never cited as
a problem. Many designers said that when they started working they felt poorly
prepared not only to deal with business issues within their own firm but also
with business people from other industries. Design educations should start
addressing this problem by better integrating such considerations into their
courses or by having students complement their education with courses in
business studies or management faculties where available.

=7 Introduce business, management and entrepreneurship training as an
integrated part of design education

7 Internships — both in design firms and in non-design firms: e.g. a
manufacturing company.

I~ More teaching done by non-designers: e.g. managers from companies
which buy in design services or product ideas

I~ The importance of design management must be emphasized not only in
design schools but also in business schools

I~ Create an understanding within the educational system that there is a
need for more team based working and collaborative projects

Though much of the teaching and instruction that goes on in Nordic design
institutions is of world class standard, concern was also voiced that those
employed in design schools/courses may have low levels of pedagogical
training. The addition of so many new students and courses has put further
stress on the system and increased schools’ reliance on teachers who are first
and foremost practitioners. This means they are likely to have little formal
pedagogical training and have little experience of academic research and the
latest academic insights.

I~ External teachers should continue to be used: Design education should
continue to collaborate closely with professional designers; it could also
benefit from teachers drawn from other disciplines like business studies
and management.

7 Support a system of external examiners that can quality control
teaching and examination standards and advise on best practice

"~ Design teachers should not only be practitioners but also academics
and trained teachers.
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Research

The Nordic design education system is almost entirely devoted to educating
students at undergraduate and Masters levels. At present design institutions
and departments are, relative to other academic disciplines, seldom focused on
research and development. Architecture tends to fare better and have much
higher rates of research and many more research students but is still low in
research compared to other disciplines. However it is in design that the most
problems lie. In general there is little fundamental theoretical or methodological
research work produced and doctoral and post-doctoral research is largely
non-existent. Where research is conducted it is typically from the perspective of
art history. There is beginning to be research in areas such as technology and
product development as well as in design economics and management but at
present this is under-funded and has a low profile.

This is a problem for the long term competitiveness of the Nordic design
industry. In other areas of business — from biotechnology to banking to building
construction — the value of basic and applied research conducted in universities
and educational institutions has long been recognised as vital. Basic research
on methods, new technologies and new ways of understanding cognitive
processes and consumer psychology are examples of areas where work is
needed. Applied research on management and organizational issues, product
development and design implementation, and design marketing are also fruitful
areas for research.

In the medium to long term investing in research creates the foundation and
climate for innovation and technological development that has an enormous
impact on industrial and firm level competitiveness. Research work and
research dissemination (through books, articles, lectures, conferences, etc.)
conducted by those at doctoral and postdoctoral levels are particularly
important. Educational institutions and subjects with strong research tend to:
have stronger and more up-to-date teachers; to contribute to the development
of the industry; and have a higher profile in society. Improving/creating an
internationally competitive research environment for Nordic design should be
seen as immediately necessary.

7~ More research-based design educations: expand doctoral programs
and funding

Build up and support post-doctoral level research in design schools
Encourage and hire lecturers/professors with research backgrounds
R&D funding for design that is focused on fundamental, theoretical,
methodological and technological issues

R&D funding for design that is open to all disciplines: including
economics, business studies, and engineering. It is also important that
design education and research is cross-disciplinary.

T QOO0

Research funding and educational reform tends to be a national issue and
occur on regional and national levels. However, there is much to be said for
pooling resources when it comes to research and education. What design
research that does exist in the Nordic region is currently very scattered and
unconnected. A valuable attempt to address this fragmentation might be to
build networks and in particular centers for Nordic research: centers that are
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not just Nordic but open to bringing in the best design expertise the world can
offer.

7=~ A Nordic funded global design future lab aimed at making the Nordic region
the centre of research and experimentation with design and design
applications. In the USA research labs have had a long and successful
history in driving forward academic research and business spin-offs and
applications (e.g. MIT Media Lab, MIT Laboratory for Computer Science,
Stanford Center for Design Research).

Finally it is perhaps unsurprising that a group of researchers such as us thinks
that it is a good idea if there is more research on design as an industry and
business. More research on the Nordic design industries is needed if we are to
better understand the direction the industry is taking, the types of international
competition it is facing, and the types of challenges and solutions facing design
firms and design users.

The kids!

Since education is a life long process we need not only think about design
education as something best left until people have left primary and secondary
school. An appreciation of design at an early age and what the design process
involves should be encouraged. Not only would this help produce more and
better designers but it would also raise the profile of design and the public
understands of its value.

In schools and pre-schools across the Nordic region there is already a fine
tradition of artistic education and instruction. However, this education is almost
entirely focused on fine arts and on handcrafts with an emphasis on individual
artistic skills.

"~ Design should be an integral part of arts and crafts education at all
levels in the educational system.

I Design education in schools should emphasize design as an innovative
process based on problem solving skills and team working.

"7 Create projects that increase children’'s awareness of design (e.g.
Fantasy Design Projects).




DESIGN CUSTOMIZATION

Awareness

Section

The importance of promoting awareness of the
design industry and design in general

he term design has become something of a buzz word in recent years.
In the marketplace designer goods are everywhere and consumers are
increasingly assessing products on the basis of their design. In
businesses and firms design is increasingly understood to give firms a
competitive edge and to help in improving things like production processes and

KEY POINTS

Industry in general needs to be more aware of the business benefits of
employing professional designers

Industry needs to more aware of in-house design competences
and integrate them into management and strategic planning

Design firms need to be better at presenting the business case for
their products and services

Public bodies should be integrate design considerations into tendering and
purchasing

More coherent and representative industry associations are
needed

Scandinavian Design is a well established and robust international

brand that could be better used

times. In policy circles design has
also been seized upon as a potential
growth area and as an attractive
gloss to boost the image of regions
and cities.

Despite the fact that the word
appears everywhere it is also clear
that design needs to be more
visible and people need to be
more aware of what it involves.
Increasing awareness of what design
is and what the design industry can
offer involves engaging with many
sectors of business, politics and
society: at home and abroad.

Knowing Me, Knowing You

Design is a reasonably young term in the business world and there is still a

general need for promoting design: in particular to make traditional industry

more aware of the necessity of using design as a competitive edge. However, if

the awareness of why employing professional design firms/designers is to grow
in other industries it must be a two-way street:

e The business sector/other industries need to be made more aware of

the benefits and value of employing professional design inputs and
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how it can enhance its use of design. It should also be aware of the
challenges in employing and operationalizing design.

e The design industry needs to be more aware of the needs and
demands of their clients, and to be more aware of the how to have
fruitful dialogue and cooperation with other industries.

It can be said that it has not always been possible for the managers of business
organizations to be convinced of the ‘the business case’ (Ainamo and Korhonen
2003) for making design investments. For business managers (especially those
who have not used design firms before) there is often a lack confidence that the
costs of the initial design investment will be matched sufficiently by increased
revenue streams: that design will pay back the initial cost. In addition whilst
business managers and decision makers are now extremely familiar with the
costs, benefits and complementarities between such things such as production
innovation, marketing and advertising they are often unsure of how to integrate
these with design inputs: i.e. not sure of where design fits in and what extent it
should). There is, in short, a lack of understanding of the complementarities
between design and other elements of product development and
commercialization.

Uncertainties over the returns on investment and a lack of awareness of

design’s wider role and complementarities may well explain why many firms

take a minimalist approach to investing in design or buying-in design services.

An awareness of the extent to which design and design innovation is

“The only thing more expensive than integrated into the business models of many successful global firms

hiring a professional, is hiring an — e.g. Apple, Samsung, Electrolux — would greatly help the business

amateur. “ Red Adair case for employing professional designers and design firms. Firms

need also to be aware of the complexities of the design process and

understand that successful design rests upon a long investment in

methods, techniques and time on the part of designers: that the design process

is not as simple as quickly sketching a plan. Being more aware of designers own

investments and costs should help firms understand the value of professional
designers’ work and the price that good design comes at.

As we have noted earlier there are already many people with design training and
design competence working within other industries. However, there are big gaps
between managers and designers. In most cases in-house design
teams and designers tend to be marginalized and there are low
levels of awareness of their potential value as integrated members
of entire business cycle planning/management. Designers are
often marginalized and placed in a special category. This may
allow them extra creative freedom but also means that they find it
harder to integrate systemic design strategies into the firm’s operations. Is this
because designers are afraid of leadership or is it because management in
many sectors does not yet fully realize the importance of design?

Why are there so few
designers at

management and
board levels?

— Design departments and in-house designers should be better integrated
in firm strategic planning and general firm hierarchies

I~ Experiences of design and design firms should be discussed and
distributed within firms and be integrated into staff development
programs




“The design business
continues to navel gaze.
Designers are still designing

for designers rather than
working to convince the

business world of the
importance of design in our
everyday lives” Joe Duffy,
Duffy & Partners
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=7 Firms who intend to use design or enhance their use of design should
invest time in seeking the right advice

I~ Firms using design should benchmark themselves against other firms in
their industry/sector and research best practice

=7 Increase awareness about design in traditional industry by creating
meeting places and strategic projects within the firm or with networks
and milieus the firm moves within: e.g. in cluster initiatives, industry
conferences.

The need for greater awareness is far from being limited to the client’s side.
Given that many design firms are essentially service providers, it is surprising
how little understanding of their client's business and operating environment
many design firms have. This is partly a question of time and scale: most design
firms are small and have clients from a range of different sectors making it hard
to be aware of all their needs and circumstances. However, time and time again
throughout our research we were offered the opinion that designers tend to
‘speak a different language’ from those working in more ‘traditional’ business
sectors. Designers were said, for instance, to be more concerned with
presenting the object/design itself than presenting financial projections or how
the design could be integrated with other elements of the firms operations.

= Designers must be linked to the buyer/customers to a higher degree. The
mindset must be more focused on competitiveness, market orientation and
internationalization. Design companies must be better at using, for example,
management and marketing

'~ The business perspective must be more important in the design sector in
order to better present the business case for the product/service they
are selling

I~ Design firms should take note of the importance of presenting the
business case for their services/product in a language that is easily
understood and trusted by their potential client

I~ Different types of meeting places must be created in order to facilitate
the meeting (and in order to increase the mutual understanding of each
others activities and ‘ideologies’) between ‘businessmen’ and designers.

The Public use of Design

The general public and the public sector are ever more aware of the value of
good design. But policies are still needed to increase the awareness amongst
both consumers and the public sector of design’s potential as an industry, as an
important part of other industries success and in promoting a better life for all in
society.

Across the Nordic countries the Design Year in 2005 will hopefully be successful
in raising awareness of the many benefits of design and design professionals.

7 The design year is a window of opportunity. Better information strategies
are needed though, as well as resources, if the Year does not go by
unnoticed

=7 Design Years should be coordinated at Nordic levels - a Nordic Design
2005 campaign and website is a good idea




Speedglas & Adflo
welding helmet,
Ergonomidesign.
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=7 A Nordic initiative that goes beyond 2005 and takes up the momentum
produced by the national Design Years could help raise awareness of
Nordic design in the long term

It should be remembered that in the Nordic countries the public sector accounts
for a large share of consumption and spending. A key aim of the Swedish
Design Year is to encourage all public authorities — from hospitals to the military
— to be more aware of the value (and savings) design can bring if integrated into
public purchasing. Such a policy could give a real boost to design firms and
provide powerful incentives for all industries to make better use of design. Public
support for new technologies and innovation should also be more aware of
design.

'~ The public sector must include the design dimension much more when
purchasing decisions

= Create national funding for strategic design projects where design and
non-design firms can get funding to startup projects/product
development in innovative areas

I~ More ‘design driven’ business intelligence and technological foresight
studies are needed to help regional and national policymakers make
educated policies

Scandinavian Design?

The term Scandinavian Design first appeared in 1951 as the title of an exhibition
of home decorations and furniture — ‘Scandinavian Design for Living' - at
London’s Heal's Department. The exhibition was the first of a series of
showcases for Nordic design, decoration and furniture. In 1954-1957 ‘Design in
Scandinavia’ toured Canada and America to great success
and similar collaborative exhibitions in Milan during the 1950s
and Paris in 1958 (‘Formes Scandinaves’) helped to form a
globally recognized brand. Despite being pronounced dead
and buried in the 1980s the term has reemerged in recent
years both in the international press and in the form of
showcases and exhibitions such ‘Scandinavian Design:
beyond the myth’.

Due to the often rigid ideas of style and good taste that
became associated with the term it has become a
controversial and often unpopular label for many Nordic
designers.

Whatever the term’s artistic merits may be, it cannot be denied
that outside the Nordic countries ‘Scandinavian Design’ has
become a commercially powerful and valuable brand that
signifies modern design and high quality. It can be argued that
in the wider world, it functions less as a marker of particular
forms/styles than as a quality mark. In this sense it has
become a brand or label similar to other place-based labels
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such as ‘Paris Fashion’, ‘Made in Italy’, or ‘Swiss Watches'. National versions of
‘Scandinavian Design’ such as ‘Swedish Style’ or ‘Norwegian Design’ have also
begun to be internationally recognized.

For small firms in the Nordic countries such ready established commercial
brands can, if they want, help them market their products internationally.
National or Nordic government bodies could help.

= Support for common branding abroad: Brands such as Scandinavian
Design or Swedish style are valuable and have currency abroad.
However, brand building and maintenance is a delicate process. Efforts
made should not be focused on particular ‘styles’ or ‘aesthetics’ but on
attributes such as quality and diversity. The aim should be to promote
Nordic design as an internationally recognized brand (or set of brands)
such as ‘Paris fashion: brands that are not owned by particular
groups/organizations and that work to promote diversity, quality and
desirability not a particular set of styles.

'~ The public should allocate more money/resources for the international
marketing of Nordic designers.

Industry bodies

In all industries professional associations and organizations play an important
role. In particular they represent the interests of their members and have the
power to give a strong united voice to collective wishes. Industry associations
may also be important for setting professional standards and raising the status
of their members and the profession.

Although the Nordic region is home to the world’'s oldest design association —
Svensk Form — the industry is served by a generally fragmented set of bodies.
There are significant gaps in coverage, many associations represent narrowly
defined branches of design, and some of the larger associations are seen to be
more concerned with promoting ‘good design’ than supporting firm
competitiveness. There is evidence that this situation is in change and in many
cases there is a period of mergers and reorientation going on. This process is
creating new, more industry focused design associations that are based on a
broader definition of the design industry than their predecessors.

=7 More united industrial representation needed to present a coherent voice
on common issues: umbrella industrial organizations or federations
could provide this.

=7 A more coherent set of professional or industry representative bodies
could lobby government and provide a link between policy and the
industry

7 Industry bodies are in an ideal position to provide courses/
programs/seminars to promote awareness in the wider business
community — e.g. educating business managers on how to shop for
design

=7 Financing national studies on profitability and design (following the lead
of the British Design Council) and supporting applied business research

= Industry bodies should focus on firm and business issues and less on
issues of style and content
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Section

What the future holds...

Conclusions and reflections on the future in
design

year long study of the Nordic design industry. In particular we have been

concerned to present the reader with a variety of recommendations and

suggestions on how the industrial competitiveness of the design industry
and its firms could be supported. What is clear from all of the above though is
that the design industry is a relatively young industry: one trying to define itself,
professionalize, and find its place in the marketplace. It is undoubtedly an
industry that, in the Nordic countries, has already demonstrated a sustained
capacity to grow. It is an industry that has great potential and strategic
importance but it is also an industry in a period of transformation and flux.

I n this report we have tried to give an overview of the key findings of our

The future of the design industry itself can take many forms. In our work on
the Nordic industry we have identified 5 models of how the design industry may
be likely to develop. These models or directions are based on what is
happening at firm level in the Nordic countries and indeed internationally. We
hope that the following 5 models will help people think about different strategies
and trajectories the industry and its firms can take.

1. The specialization model. The industry is dominated by small firms
that do not network or work with each other. They offer only specialized
and niche services. The question here is how long can isolated firms
survive in niches? In the long term it is likely that the majority of firms
will die and the industry will weaken unless wider structures and
networks can develop to help these small specialists find new methods
and markets.

2. The accountancy, advertising and finance model. In this scenario
the design industry follows the lead of service industries like
accountancy and advertising. The industry becomes dominated and
characterized increasingly large firms with an international outlook.
These large firms attempt to everything in-house and offer a broad
integrated product range — everything from designing the concept to the
production process to the marketing. This model would give significant
economies of scale and raise the industry’s profile but might make it
harder for innovative and new ideas to break through.
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3. The music industry model: in this model what happened in the music
industry occurs. Here we see some large majors supplying most
services and dominating large parts of the global market. However, at
the same time a large number of independents (some quite big)
compete with the majors and also cooperate with them through project-
based work, out-sourcing, licensing, etc. In this scenario there is an
uneasy balance between giants and smaller but specialists. However,
this interplay leads to wider global reach: for big firms because they can
source local specialist knowledge; and for small firms because they use
the channels opened up by the global majors to reach new markets.

4. The network model (flexible specialization). In this model there are
many small specialized firms who are linked together in networks.
These networks might, for instance, be project-based, grouped around
niche markets, or be based on social and personal contacts. However,
they are built up the networks allow firms to cooperate on a variety of
different projects, to learn from others, and draw in specialist skills. In
this model firms use network resources to be more flexible - but it is
because there are no powerful organizers/big firms scale and
organizational problems can cripple dynamism.

5. The Volvo/Nokia/Global Manufacturer model. In this model specialist
design firms are largely absent or marginalized. Here large firms and
corporations do design internally in design departments. It is these firms
(e.g. consumer goods or car manufacturers) that are in reality the
majors in the ‘design’ industry; even though they are not categorized as
design firms. This scenario may have 2 effects: they will in the long
term not hire designers; or in the long term design firms will disappear
and design departments rule.

In reality, of course, these models all exist to some extent today. For example,
the network model is becoming more prominent in various forms: from guerilla
groups to formal firm networks. At the same time large global corporations are
building up ever larger in-house design departments but also drawing on the
services of specialists and ‘accountancy model’ firms. In the short term we
expect to see all 5 exist and become increasingly aware of and compete with
each other. Perhaps as the realization grows that design can no longer simply
be seen as an add-on but instead must be seen as a core competitive
characteristic of all products and services the market for design will grow to the
extent that all of our 5 scenarios stay in play.

Whatever the organizational form firms take it is clear that there exists a
tremendous wealth of design experience and potential in the Nordic countries.
We should not ignore the potential of these industries by not supporting them
with timely industrial, regional, national and Nordic policies. We believe that we
are at a stage where much is hanging in the air and that the Nordic region has
a chance of being a world-class power in a design economy that will help not
only generate jobs and growth but also enrich the region’s long tem innovation
potential.
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