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Innovation in Public Investment for Arts and Culture

Summary

Public support for arts and culture largely takes the form of traditional models of funding,
which includes both direct (for example, grants to individual artists) and indirect financing (for
example, tax credits and other forms of indirect subsidies). Innovative forms of public
financial support are gradually emerging and need to be further strengthened. These include
use of lottery funds for arts and culture, special schemes for younger population such as the
‘pass culture’ and so on.
Public support needs to create conditions for private capital to be utilised for ‘investment’ in
arts and culture, and not just one-time donations from corporate structures and individuals.
This will create a much-required pool of financial resources that can be utilised for boosting
entrepreneurial ventures in the field of arts and culture.
There are varying degrees to which public funding for arts and culture is decentralised in
different countries – centralised like France, and very decentralised in countries like Germany,
Austria. The role of local governments in supporting arts and cultures is as important as that of
the national government. Since culture is diverse by nature, local needs can be quite different.
Going forward, building the capacity of sub-national governments in this area should be a
priority.

Questions for discussion


How has the role of local governments in supporting arts, culture and creative industries
changed over the past years?



What are the innovative approaches in supporting cultural infrastructure in cities? What
are the pressing needs that should be addressed?



What needs to be done to support and enable the growth of SMEs and address the needs of
self-employed creatives in the field of arts, and cultural and creative industries?



What are the effective public-private partnerships models for investment in arts and
culture?

INNOVATION IN PUBLIC INVESTMENT FOR ARTS AND CULTURE © OECD 2018

│3

4 │ PARALLEL SESSION C1 – DISCUSSION NOTE

Why does it matter?
Public support for the arts and cultural heritage is important due to the several direct and
indirect benefits they generate for the economy and the society. This sector produces
creative output, creates employment and generates tax revenue. It is effective in
revitalising rural areas and inner cities. Arts and culture also have the power to eradicate
marginalisation and promote inclusivity in the society by encouraging participation of all
irrespective of age, sex, religion, ethnicity and race.
By utilising them as tools of education and skill generation, arts and culture enable the
creation of a quality workforce with strong cognitive and non-cognitive capabilities. They
also prove to be effective in improving well-being and health of cultural participants as
well as consumers. This sector also strengthens local diversity and identity.
Owing to the several advantages that arts and culture bring to the forefront, public support
becomes important so that these benefits are effectively utilised to steer growth and
development. Public support is especially crucial because it ensures fair access to cultural
resources for all (intra-generational equity) and at the same time ensures that the cultural
resources are protected for future generations (inter-generational equity) (Throsby,
2008[1]). Public support can also reduce barriers to entry in the cultural market and
barriers to public participation and consumption.
Given the crucial role public support plays in supporting arts and culture, it is desirable
that this support is sustainable and effective. In order to achieve this, there needs to be
certain degree of dynamism in the nature of support offered by the public bodies. As
cultural and creative industries, are transforming, innovative public funding methods and
policies will be required.

What are the current trends and challenges?
Public support for arts and culture largely takes the form of traditional models of
funding. This includes public direct financing such as subsidies, awards, and grants,
provided by central and lower levels of governments and indirect financing such as tax
reductions and exemptions granted to cultural institutions, tax breaks and credits for
donations made to cultural organisations. Since the government forgoes tax revenue or
incurs tax expenditure, it is categorised as public indirect financial support. At the same
time, we are also witnessing a gradual decline in the already low levels of budgetary
allocations for the arts and culture sector in almost all economies the world over.
There are varying degrees to which public funding for arts and culture is
decentralised in different countries. Overall, “culture, recreation and religion” spending
represented 3% of subnational government expenditure in 2016, which accounts for
roughly 60% of total public expenditure in this area in the OECD. However, the
situation varies from country to country. Countries like France, Ireland, Italy, and
Luxembourg have more centralised institutions devoted to arts and culture, each having a
central ministry bearing most responsibility with some devolution of authority to lower
levels of government. On the other hand, countries like Austria, Belgium, and Germany,
instead, have a federal organisation, wherein a central ministry may or may not exist
(Germany) lower levels of government are responsible for most cultural matters (Klamer
et al., 2006[2]). In centralised countries, local governments must follow a national agenda
and policies set at a national level without enough consideration of regional conditions.
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Since culture is diverse by nature, local needs can be quite different. Uniform, economywide policies may generate inefficiencies
Public support needs to create conditions for private capital to be utilised for
‘investment’ in arts and culture. There is no doubt that indirect subsidies and tax
incentives go a long way in stimulating corporate and individual giving (Cavalieri and
Mignosa, 2006[3]), the government can also think of devising ways in which this giving
can be more regular and sustainable. Besides supporting the arts and culture sector on its
own, the government must also play a role in creating necessary incentives for the private
players to not just be donors for initiatives, activities and events in the arts and culture
sector but to also be active investors. This will create a much-required pool of financial
resources that can be utilised for boosting entrepreneurial ventures in the field of arts and
culture.
Innovative forms of public financial support are gradually emerging and need to be
further strengthened. A method of generating funds for arts and culture that is being
increasingly adopted by countries is that of lottery funding. Often regarded “financial
buffer” for funding arts and culture (European Expert Network on Culture , 2013[4]), it
has been in place since a long time in the United Kingdom and very recently in France,
has launched the creation of a similar funding mechanism to generate funds for
conservation of cultural heritage. An innovative expenditure strategy is also the ‘culture
pass’ introduced in Italy and now in France, to encourage younger populations to be
participants and consumers of arts and cultural heritage. Moreover, Public-PrivatePartnership (PPP) models for creation of infrastructure for arts and culture are promising
models that are gradually being realised.

What are the key areas for policy to consider?
The intrinsic and instrumental values that the arts and culture sector generates needs to be
recognised by all. Public support for arts and culture has been crucial for the sustenance
of the latter and going forward, there is a need to develop innovative mechanisms of such
support. The key areas for policy to consider are:


Shift from the model of public funding to that of public investment in arts
and culture: There is a heavy reliance on measures such as tax breaks, tax credits
and waivers. The government should also undertake measures that may involve
development banks, angel investing and venture capital. Another strategy can be
that of export financing where policy designs for trade missions, export grants
can benefit sectors such as tourism.



Support and enable the growth of SMEs in the field of arts, and cultural and
creative industries: The contribution of cultural and creative industries in terms
of the economic value generated is very high and thus beneficial for the
economy. The national as well as sub-national governments must support
entrepreneurial ventures in the field of arts and culture and even invest in creating
a workforce that is has a strong base of creative skills and at the same time, the
required knowledge of the market. Local governments can play an important role
by public tendering or other measures to stimulate cross-sectorial links (OECD,
2018[5]), by providing supports to small-scale industries, innovative start-ups and
business development and growth for existing cultural and creative industries.



Involve all levels of the governance structure to support arts and culture and
promote multi-sector coordination: The role of local governments in
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supporting arts and cultures is as important as that of the national government.
Local authorities can be seen as important players in supporting existing local
arts and in developing stronger and wider culture networks (London Councils,
2014[6]). Building the capacity of sub-national governments should be a priority.
There are many challenges for a more decentralised management of culture such
as cooperation between national and local governments, issues of economies of
scale at the local level, possible coordination failures among local governments.
The support of local governments to this sector locally shall enhance the
effectiveness of arts and culture in strengthening local diversity and fighting
exclusion.


Create possibilities of public-private partnerships for investment in arts and
culture: If traditional methods of public spending for infrastructure seem
unfeasible for reasons of inefficiency and budgetary constraints, then policies are
needed to create appropriate institutional and market conditions that are able to
attract private capital for investments in art and culture sector. PPP models have
spread in the arts and culture sector. The Kurukabe Company in Japan is an
example of a successful model (OECD, 2018[5]).
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