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  The danger of leaving cultural policy up to corporations  

To the extent that the state funds the arts, it obviously exercises significant control over what we see and hear. However, without state funding, it is entirely conceivable that much art would not be available to the public because it would be acquired by wealthy benefactors for their private use.

Simon (1994) p. 57

I. Introduction

In cultural economics, the main emphasis traditionally has been on public support of art and culture. Distinguished scholars have provided numerous arguments for and against state subsidies
 and analyzed their impact on the art scene and on society. Much less has been said, however, about possible consequences of private support for the Arts. In this essay, I will attempt to approach the possible dangers of a predominantly private patronage of art and culture, adopting the standard definition of culture mostly used in the literature
. In the United States, private donations mainly come from individuals; however, I am dealing with corporations as major donors, reflecting the situation in Japan, my current country of residence.

I do not necessarily share Simon’s gloomy view (first paragraph) that the Arts would be locked away. It’s rather likely that those wealthy benefactors would to a large extent determine what kind of art is produced by simply fostering what they like and ignoring what they do not like. The main problem is that private support does not have the same concern for totality that public policy has or should have.

II. Are public subsidies ineffective?

The fiercest opponents of public subsidies argue that they cause redistribution from the poor to the rich. Admittedly, the actual consumers of artistic goods appear to be among higher income classes
, who are said to be the foremost beneficiaries of cultural policy. If public subsidies were solely to support the consumers so that they can afford the goods in question, this might be a valid objection. For then, only direct consumers would benefit from the provision of the Arts. But that would mean the Arts were a private good, rendering public support unnecessary, because the market alone would ensure accurate supply. However, if one believes that there are external benefits to non-consumers that cannot be internalized in the market, the Arts become a public good (not necessarily a pure public good), which – according to public economics theory – requires external intervention in order to prevent undersupply.

One may argue that external benefits, too, mostly accrue to direct consumers, benefiting the rich after all. If that is true, then at least the wealthy also contribute relatively more to public policy through progressive income taxation.

Another set of criticisms addresses the controversies, inefficiencies and unwanted effects of actual policy measures. True, there are false incentives, and selection criteria are all too often quite arbitrary. But are the alternatives flawless?

Whether public subsidies are rejected for ideological reasons or because of administrational difficulties, their alternatives have to be evaluated by the same yardstick and ought to enable better results.

III. The deceptive charm of tax incentives

In recent years, tighter federal budgets have made it necessary for most countries to cut their budgets for the Arts. Quite often, setting tax incentives for private philanthropy is praised as the perfect alternative. However, such policy is not costless; the taxes forsaken reduce state revenues, which have to be made up elsewhere. Furthermore, the actual costs of the policy measures can hardly be anticipated. The financial advantage of tax spending is the leverage effect, as companies of course donate more than what they get back from government; and the higher the propensity to donate the more efficient the state’s policy. But is it also effective? The government cannot actively influence the usage of the funds created through tax provisions; it gives its steering power out of hand and cannot a priori determine whether its goals will be achieved. From the point of view of citizens being principals of the state, they are no longer involved in art support.

IV. Company influence

Who is likely to determine the fate of art and culture? If Simon (1994) from the first paragraph, like many others, speaks of “state art”, then, by definition, there will be “company art” if they become the main patrons.

Private companies face tax incentives to donate money for purposes determined by the government. The latter may define generously or strictly, what kind of organizations, individuals or projects are eligible for tax-deductible donations. But at some point, the companies are free to choose where to direct their support to. Therefore, arts institutions have to please companies in order to raise funds. Projects that are unpleasant or unattractive for companies will simply not find enough funding and eventually have to cease production or modify their program. In attempt to maximize their utility, arts institutions can be expected to adjust their behavior, structure and contents according to the taste of the patrons. This tendency to acquire the attributes of the benefactor is often referred to as “organizational isomorphism”.

As I have pointed out, companies have a strong impact on the supply of the Arts. In similar way they influence demand for the Arts by exposing employees and inviting customers to performances or art shows, all of which helps to form tastes. In a sense, through their financial power, companies actually define what can be called art.

One may argue that artists are not primarily driven by pecuniary motives and that they will not give up their own identity or message they want to deliver to the world. It is crucial to note that utility maximization does not equal monetary maximization. A substantial part can be derived from psychic income. However, there comes a point where money is simply indispensable to facilitate a project. High overhead costs often force underfinanced projects to move to smaller venues with cheaper rents, or the actors have to engage in part time jobs in order to make their living. The result is a loss in professionalism, and accessibility to broad audiences. In a self-perpetuating manner, only the popular art forms (popular with donors) can afford to deliver professional services and to stay in the spotlight, reaffirming the public perception of what art is.

V. Redistributional effects

If public subsidies are criticized for not benefiting lower-income classes, the alternative – private and especially corporate support – ought to provide substantial benefits for the needy. However, can we indeed expect such redistributional effect?

Private companies can be expected to choose an art policy that yields a long-term merit, such as improving their image, increasing sales, productivity, etc. So, they will prefer projects that are appreciated by (potential) customers, shareholders or company employees. These groups are the main beneficiaries of philanthropy towards the Arts; they are the target group of corporate provision of the Arts, and they get an indirect saying in the decision process of what to foster. If one agrees that they belong to the wealthier classes, we can again speak of redistribution towards the rich. Even in a double sense: First, all taxpayers have to contribute indirectly (because the forsaken tax revenues may be compensated for in form of higher income taxes or reductions of other benefits) to the government’s incentive measures – tax expenditures, whose usage the government is not even able to account for vis-à-vis the citizens. Second, every customer of a company pays a share of its philanthropic expenditures through a marginally higher price. Small customers usually do not have much influence in the company’s decisions, but have to subsidize the more influential customers, who theoretically benefit more from private support for the Arts.　If one argues that the poor have to pay for public subsidies that mainly benefit the rich, the same thing can be said about private support.

VI. Conclusion

In general, public cultural policy aims for a good mix of art forms, the plurality of the Arts. Private financing does not have such concept of totality and the various companies act individually with little or no coordination. Therefore, by leaving support for the Arts entirely up to private forces, plurality of the Arts cannot be ensured and society risks losing certain art forms or institutions.

In the same way that cultural policy is aimed at correcting the failures of the free consumer market for the Arts, it should also serve as a corrective of  “private support – failure”. Some areas are sufficiently funded by private companies and can do fine without government grants. However, the state should complement in areas that are spared by private donations but nevertheless regarded valuable for society, in order to prevent undersupply or unwanted distortions.
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