
The Economics of Cultural Policy

Cultural policy is changing. Traditionally, cultural policies have been 
concerned with providing financial support for the arts, for cultural heri-
tage and for institutions such as museums and galleries. In recent years, 
around the world, interest has grown in the creative industries as a source 
of innovation and economic dynamism. This book argues that an under-
standing of the nature of both the economic value and the cultural value 
created by the cultural sector is essential to good policy-making. The 
book is the first comprehensive account of the application of economic 
theory and analysis to the broad field of cultural policy. It deals with gen-
eral principles of policy-making in the cultural arena as seen from an eco-
nomic point of view, and goes on to examine a range of specific cultural 
policy areas, including the arts, heritage, the cultural industries, urban 
development, tourism, education, trade, cultural diversity,  economic 
development, intellectual property and cultural statistics.
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Preface

Cultural policy is emerging as an increasingly significant component 
of government policy formation at both national and international 
levels. Aspects of cultural policy that currently figure in government 
policy agendas include: the prospects for the creative industries as 
dynamic sources of innovation, growth and structural change in the 
so-called new economy; the role of the arts and culture in employ-
ment creation and income generation in towns and cities, especially 
those affected by industrial decline; the appropriate means by which 
governments can support the creative and performing arts; legal and 
economic questions concerning the regulation of intellectual prop-
erty in cultural goods and services; and the possibilities for public/
private partnerships in the preservation of cultural heritage. At an 
international level, the problems of dealing with cultural goods and 
services in trade are becoming every day more prominent in various 
multilateral and bilateral trade negotiations, while at the same time 
the newly ratified United Nations (UN) convention on cultural diver-
sity is having important implications for cultural policy in both the 
developed and developing world.

There is a growing scholarly interest in the field of cultural policy 
in several countries. As I point out in the concluding chapter to this 
book, much of this interest derives from the critical cultural studies 
tradition that is now strongly established in Europe, especially in the 
United Kingdom (UK). In addition there are several other streams in 
cultural policy studies that contribute at both a theoretical and an 
empirical level to the development of the field, including a signifi-
cant amount of work dealing with issues in real-world policy admin-
istration. But in proportionate terms, relatively few of these studies 
derive from mainstream economic theory and analysis. Yet it can be 
argued that economics – standard macro- and micro-economics, pub-
lic choice theory, institutional economics and other traditions within 
the discipline – has much to offer in an understanding of how the 
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x Preface

arts and culture are implicated in government policy formulation and 
implementation. Given that much public policy in the contemporary 
world – whether in education, health, social services, the environment 
or wherever – is being increasingly interpreted in economic terms, 
policy towards the arts and culture risks being marginalised and 
made irrelevant to the main game unless its relationships to economic 
policy-making can be understood and asserted.

Moreover there has been a distinct reorientation of cultural policy 
in its practical interpretation over the last few years. In the past, the 
cultural policies of governments at all levels and in many countries 
were focussed on the creative arts. In more recent times, the rise of 
the so-called creative economy and the growth of the cultural indus-
tries has shifted the policy emphasis towards the economic potential 
of the arts and culture sector. Rapid developments in information 
and communications technology have contributed significantly to 
this shift, as new means for the production, distribution and con-
sumption of cultural goods and services come onstream. In these 
circumstances it is essential that policy analysis comprehends the 
economics of these trends – their causes, their consequences, and 
their transformative effect on traditional modes of cultural policy 
delivery.

The objective of this book is to fill a gap in the cultural policy 
literature by analysing the process of cultural policy-making from 
a broad economic perspective. There are both theoretical and prac-
tical aspects to this task. In the first place it is necessary to lay out 
the theo retical foundations on which an economic approach to the 
analysis of cultural policy is built. Thus throughout the book the 
relevant economic theory and analytical methods are described and 
discussed as a basis for consideration of particular policy applica-
tions. But in addition, at a practical level, it has to be shown how 
cultural policy takes shape in the many specific areas where it is 
applied – the arts, heritage, the cultural industries, regional develop-
ment, copyright, international trade, etc. Thus the book has a dual 
readership in mind: firstly, policy analysts and researchers interested 
in an economic model of the cultural policy process that is theoretic-
ally sound and analytically workable, and, secondly, policy-makers 
themselves who are dealing with the everyday problems of managing 
the state’s role in regard to the arts and culture in the contemporary 
market economy.
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Preface xi

The book is not divided into sections, although the first three chap-
ters as well as the concluding chapter stand somewhat apart from the 
rest in that they provide an overall overview of the state of contem-
porary cultural policy, and an account of how cultural policy can 
be interpreted as part of the broader processes of policy delivery by 
governments in the modern world. The bulk of the book (Chapters 4 
to 14 inclusive) deals with the specific domains of policy concern one 
by one – the arts, the cultural industries, heritage, urban issues, tour-
ism, international aspects, cultural diversity, education, development, 
intellectual property and cultural statistics.

In some respects this book is a sequel to my earlier work for 
Cambridge University Press, Economics and Culture (2001). The pre-
sent volume carries forward some of the central ideas developed in 
that book. In particular, one of the main themes of Economics and 
Culture was to draw a distinction between economic and cultural 
value, and to argue that, although economics has much of importance 
to say about production, consumption and distribution in the arts and 
culture, a full understanding of the relationships between cultural 
and economic phenomena requires us to take a wider view. Hence the 
concept of cultural value was introduced as a necessary aspect of the 
value yielded in the production and consumption of cultural goods 
and services, alongside the sorts of value measurable with the tools 
of economic analysis. The same distinction is maintained in the pre-
sent volume in the treatment of cultural policy. That is, I argue that 
an economic approach to cultural policy will necessarily account for 
both the economic and the cultural value involved in the policy pro-
cesses being studied.

A number of people have contributed in various ways during the 
writing of this book. Like many researchers and writers, I owe a sig-
nificant intellectual debt to my many colleagues and friends whose 
writings and whose discussions at seminars, conferences and work-
shops all around the world have helped to shape my ideas. As always 
I acknowledge the libraries in which I habitually work, which are 
both an indispensable source of materials and a haven for scholarly 
reflection; in particular, I am grateful for the facilities provided by the 
Macquarie University Library, the Fisher Library at the University of 
Sydney and the State Library of New South Wales. To the REACH gang 
in the Department of Economics at Macquarie University (Research 
in the Economics of Art, Culture and Heritage) I owe a great debt of 
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Prefacexii

gratitude for excellent research assistance at various times during the 
progress of this project – especially to Anita Zednik, Jan Zwar and 
Nick Vanderkooi. I also wish to express my special thanks to Laura 
Billington, whose editorial input and continuing commitment was an 
essential ingredient in bringing this book to completion. And finally 
thanks, as ever, to Robin.

David Throsby
Sydney, June 2009
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