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COMMUNICATIONS

A STATUS QUO IN THE ECONOMICS OF ART AND CULTURE?
—A VIEW OF SOME RECENI DEVELOPMENTS —

In arecen review article in the Journd of Economg Literature the presem presi-
dert of the Associatim of Culturd Economis Internationa (ACEI), David
Throsly, gives an overvien of the researb dore in the economis of art and
culture The picture one ges is tha of a statis quo with respet to theoretical
matters It seens as if all or mod of thee economist have adoptel mainstream
economg though and appl it to the arts In this pape | will argue tha his
review of culturd economis is biased ard that his characterisatio of the state
of affairs in the field need to be amended.

| will argue that the stats quo —if it eve existal — has always been atenu-
ous ong and tha eve sinee the inceptin of the economis of art and culture
mary peopk in the field hawe tendel away from it on occasion For mog econo-
mists involved, especialy the ‘founding fathers, economis of art and culture
was nat somethiry tha constitutel the maja patt of their researchBlaug Boul-
ding, Galbraith Scitovsky, and othess hawe not so much been concernd with
applying existing econom¢ theol to the arts but startel at the othe erd by
trying to understad certan features tha are particulary outspoke in the arts.
Throsly paid scan attention to contributiors tha hawe taken the latter approach.
The tenuity of the statis quo become even more evidert after | hawe discussed
some centrd topics in the economis of art and culture.

Contray to wha Throsty argued Klamer (1995 1996a 19960 does not as-
set that the tak for economist of art and culture in the future is to use avail-
able econome theowy since it is well develope and only need application The
centrd question arourd which their disagreemenrevolves is whethe or not the
field of arts and culture confrons the economis with new and importart theo-
reticd problems Klamer (19963 proposs to leawe —wha he metaphoricalf calls
— ‘the road of choice ard take the ‘road of value.™ The road of value is, con-
trary to wha he suggest implicitly, one on which a numbe of economiss of art
ard culture are or hawe bee travelling Boulding Galbraibh and othes may be

1- The road of choie seemsin Klamer's view, equivalem to neo-classidaeconome theor. What
the road of value might amourt to will becone somewha cleare in the remainde of the text.
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mentioned here. They are not given much attention in Throsby’s article; nor is
their work referred to in Klamer’s recent publications.

What this road of value may involve can be inferred from the collection of
contributions to a conference he organised in Rotterdam following the commence-
ment address in May 199&Ilamer (19961; see also Dolfsm&1995). Inspira-
tion from many different sources is needed to go along this road of value as
opposed to the road of choice. Reactions from social scientists well beyond the
Dutch borders to his provocative inaugural lecture appeared in a Dutch journal
focusing on research in and policy on art and cult¢ittee Boekmancahigr In
two issues of this journalnumbers 26 and 27a large section was reserved for
these reactions. They came from economists, sociologists, art historians, and phi-
losophers alike; they were sometimes supportive but mostly critical. Especially
the economists among the commentators levelled some heavy criticisms against
Klamer’s views.

1 THE STATE OF THE ECONOMICS OF ARTS AND CULTURE

What then is the status quo in cultural economics? ‘By now there are few theo-
retical stones left unturned within the confines of the competitive model, and the
focus of further enquiry in this area of the field must be primarily empirical’
Throsby (1994, p. 24 concludes after having reviewed the field of cultural
economics® Neo-classical economics provides adequately and fully developed
tools for an analysis of the economic aspects of the arts. Cultural economists
only need to ‘put some quantitative flesh on the theoretical b@bak).’ This is
the theoretical position that drives many studies in the fieBludies on the mar-
ket for art works, the market for artists, the position of the performing arts insti-
tutes, and possible justification for government support for the arts are informed
by neo-classical economics. It is from this position that the reactions to Klamer’s
lecture made by Abbing1995, Frey (1999, Gray (1996, Heilbrun (1996, and
Langenberg1995 — all renowned in the field — must be understood.

A famous argument in this literature is the thesis Baumol and Bowen pro-
posed in a seminal article in 1965, later expanded into a §h®&86. Because of
its fame, it received a nickname afterwards: ‘Baumol’s disease.” Thedhfer-
ence that the Association for Cultural Economics International organised in Bos-
ton from 8 to 11 May 1996 was the Bbirthday of the appearance of the book
that still inspires much research — enough reason for celebration in a plenary ses-
sion.

2 In personal communication, Throsby points out that he draws this conclusion with respect to the
debate in the field of cultural economics on issues of welfare economics. The text shows, however,
that such discussions loom large in the field generally and have relations with many if not most other
studies.

3 See e.g. Heilbrun and Grd$994 as well as many of the articles that feature in the Association

of Cultural Economics International3ournal of Cultural Economics
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‘Baumol’s disease’ implies that the performing arts, being a sector that pro-
vides services, will see its economics position becoming weaker and weaker as
technology progresses. The fruits of technological progress — as a result of pro-
cess innovations rather than product innovations as Baumol explained himself dur-
ing the plenary session — cannot be borne by the performing arts, the argument
goes, and so its productivity will increasingly lag behind. Combined with over
the board rises in wages in all sectors of the economy, and the empirical fact that
the audience is not likely to accept a price increase results in a precarious finan-
cial position for the performing artsUltimately, ceteris paribus performing art-
ists and supportive personnel will have to sacrifice some of their income to pre-
vent bankruptcy or closure. Which explains the often low — or lower as compared
to the average — incomes of performing artists like members of orchestras and
actors in theatres. As it turns out, ‘Baumol’s disease’ has wider significance than
might be expected: it is a theory of unbalanced economic growth that becomes
increasingly relevant as the service sectors grow relative to the other sectors in
the economy.

The position artists have in the labour market is an important concern among
cultural economists — partly because Baumol's argument about the difficult posi-
tion of and gloomy prospects for the performing aft®e e.g. Abbing1989,

Frey and Pommerehn@ 989, and Langenberd1993). The large majority of
artists have low incomes, while a few have extremely high incomes. Conse-
guently, many have to look for other, often related, work to complement their
income or have to be satisfied with the meagre income they have. Surprisingly
many artists however — though not nearly all, of course — choose not to look for
additional income from a different kind of source contrary to people in many
other professions. And even if they do have another, additional source of income,
many tend to keep it quiet. One reason for this phenomenon of deprivation-by-
choice is that many people — nonprofessionals, artists, and those who study the
arts — think there is a contradiction between real art and commercially recognised
art. Real art is innovative and thus has, almost by definition, no market on which
it can be sold. It is onlymuch later that such art is recognised for what it was
all along — high art —, after which it draws the attention of large audiefcks
Bourdieu (1993). It is this romantic ideal that draws artists-to-be to the profes-
sion and that makes them accept meagre incofAbbing (1989; see also Fase
(1996). Van Gogh is for many people the perfect embodiment of this ideal — he
died in poverty and misery, while his paintings are now in high denfamdhigh

4 See Fase and Wind¢t995 for both a concise and lucid explication of the theory of unbalanced
economic growth(Baumol’'s and Verdoorn's laws as well as a test of these theories for The
Netherlands. Empirical evidence for the elasticity of demand for the performing arts is provided by,
e.g., Throshy and Withergl979.

In reality Van Gogh is the a-typical artist. His career as a painter had only been short and he was
treated for his insanity in the best sanatoria paid for by his family. | owe this point to Marlite
Halbertsma.
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demand both by people wanting to visit exhibitions in museums and by people

wanting to buy Van Gogh’s paintings. Several studies showed that investment in
certain paintings can be very worthwhile at times; its returns outstripping that of

stocks and bonds. Over longer periods of time, however, investments in the arts
are not generally as lucrative as other investméiRtey and Pohmerehn@989,

Fase and Van To(1994), Throsby (1994, pp. 4-7, and Fasg1996).

In spite of, or perhaps because of, this romantic ideal there is a small group of
artists that earns a high income — both in relative and absolute terms. It is not
surprising then that the phenomenon of stardom was looked at in a serious way
for the first time by cultural economists. Rosér981), Adler (1985, and Towse
(1993 have done some important work on this topic. Towse points to the imper-
fect information that people have about artists and the consequent costs of ac-
quiring that information. Rosen showed that small differences in talent can lead
to large differences in income earned by using this talent. Imperfect substitutabil-
ity between products of different artists, together with the fact that it often makes
no difference how many people enjoy a performance — the quasi public good
character of art goods — are the reasons Rosen points at. Adler goes even further
by showing that differences in talent can be irrelevant because people {pdhe
tentia) audience have a need to talk with each other about cultural events. If at
one time some artist, for some reason that need not be related to his talent, stands
out he can become the superstar that everybody talks about. As Aristotle has said:
people are political — by which he means social — animals. When everybody talks
about his own favourite artist, we would not be able to share our experiences
with each other. So there is an incentive to select one or only a few stars. A
skewed income distribution may arise because of this, without differences in tal-
ent.

Although originally cultural economists concerned themselves with the ‘high
arts’ only, one can see a move towards more attention to what is called ‘low
culture.® Often the criteria applied by lovers and students of the arts to distin-
guish between high arts and low arts seemed to be whether or not a product was
unique. Until recently, cultural economists devoted most if not all of their atten-
tion to studying the high arts, apparently based on the assumption that only unique
items could be culturally or artistically meaningful. In doing so they went against
the dictum of the classical economists that economics should not and could not
deal with unique goodsge.g. Von Wieser(1924). Cultural industries, however,
produce large amounts of identical, yet culturally meaningful, items. Examples

6 As De Swaar(199]1) and Crang1992 have argued, this distinction between high culture and low
culture is not related to intrinsic qualities that cultural goods have, but rather to the group of people
that appreciate them. High culture is appreciated by the upper classes. So it follows that the ideal of
spreading high culture to the whole of a population can only fail. For when an item that was for-
merly considered high culture is adopted by the lower classes it ceases to be seen as high culture.
The definition of highly cultural goods changes to again serve as a means of distinguishing between
the different groups in society.
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are pop music, film, and television. The problem of defining what the product
and therefore the market is, now becomes as pertinent as it is in the field of
cultural economics in general. Is a movie the product we are talking about and is
it different from the video, or is the experience of each person in the cinema a
unigue product? The theory of industrial organisation is particularly appropriate
for studying the cultural industries. An old and important question in industrial
organisation is which market structure is most conducive to innovations. Peterson
and Berger’s(19795 seminal article asks essentially the same question and in-
spired many subsequent studies, both critical and appreciative of their findings
and the methods they used. Their conclusion that the diversity of musical forms
increases as market concentration decreases was both supported and contested in
subsequent studies. Still, although the cultural industries are often run as profit
organizations, a surprisingly large number of cultural economists only reluctantly
see them as ‘real’ firms. Here, too, the possible role the government can play a
widely debated.

2 CHANGING DIRECTIONS — FROM AN ECONOMICS OF ART AND CULTURE TO
CULTURAL ECONOMICS?

The overly enthusiastic use ekteris paribusassumptions in arguments such as
those by Baumol and Bowen, and the uneasiness of trying to justify government
support for the arts from within the neo-classical paradigm are indications of the
need for a changed perspective. It is likely that it was felt all along that the field
of cultural economics makes the problems of neo-classical or ‘orthodox’ econom-
ics more visible.

Neo-classical economics endorses a libertarian position in the spirit of politi-
cal philosopher Robert Nozickl974. People should be left free to decide for
themselves what to do so they can satisfy their known and unchanging prefer-
ences constrained only by the budget and time they have available. This will
result in the situation where the collective welfare of a society is at a maximum
while no single individual is worse off compared to the previous situatitareto
efficiency). In finding out what they want, people should not be influen¢eath-
ered). In this perspective the assumption that we can perceive of people having
ended their learning process and having found out what they want is understand-
able (cf. Lucas (1987). The role of the government should be kept to a mini-
mum, it should be a ‘nightwatch state.” Only activities that confer evident posi-
tive effects to a society that a market could never delifreerit goods justify
state intervention in the economy. This external benefits argument works well in
the case of law and order, or national defence. But what about the arts? Are the
arts comparable to the army? Historical evidence shows that support for the arts
from the authorities is not of recent origin. Aristocrats, the clergy and successful
businessmen have long acted as protectors of particular artists. AKD29g)
argued that in a sense modern democratic governments have taken over this role
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of maecenas. While in a sense there may be a kind of continuity in this case,
there nevertheless is a change, too. For, as democratic governments take up the
role of protectors of the arts, the need for justifying this role becomes much more
acute, if there ever was such a need before the democratic practice established
itself. In fact, what are now generally considered the best examples of high art
were often deliberately made to be sold at marf@utch paintings in the 16

and 17" century or made while the government actively opposed its creation
(literature in former communist Eastern Eurppéleil de Marchi(see e.g. De
Marchi and Van Miegroet1995) repeatedly made the case that markets for paint-
ings in the Low CountriesBelgium and The Netherlangsvere the prototypes of

the highly developed modern markets. Fundamental research may be a better anal-
ogy. Perhaps the externalities the arts bestow on society are comparable to those
fundamental research providé&bbing (1980, Wijnberg (1994 )). The relation

is, however, tenuous. Galbraifi983 claims that the arts confer such benefits,

but it is more difficult to show this empirically than in the case of fundamental
research in the natural sciences. It seems difficult to sustain this empirical claim.

Another market failure argument popular among cultural economists is that of
the public goods. Art, or at least many of its forms, is a public good — for many
forms of art one cannot exclude people from appreciating it, while {aisi0s}
impossible to make them pay for the experience. Hence, the market will not pro-
vide art, or at least not in the amount and form that we would all like to see.
Here we almost casually move towards the third argument within neo-classical
economics to a possible support of the arts: the merit goods argument. Public
goods and merit goods arguments are, especially in the field of art and culture,
closely related. Both economists of the road of choice and of the road of value
seem to agree that market failure arguments are not convincing to justify support
for the arts(Frey and Pommerehn@ 989, p. 29, Klamer (1995). One problem
is that adirect comparison of a piece of art with different art forms or non-art in
terms of asingle measure(e.g. money disturbs many peoplé.

It is no surprise that many cultural economists have worked on topics of wel-
fare economics. A sufficient culturghrtistic) element, some economists suggest,
makes for the ‘good society’ of which J.K. Galbraith spoke in his address to the
Cultural Economics conference in BostoRen (1983, Scitovsky (1989). Now
that Baumol's argument makes it clear that the production of culture may be in
danger as technology progresses and the more usual justifications for government
support seem inadequate or at least troublesome, economists again look at the
merit goods argument. By making the merit goods argument, saying that the arts
should be supported just because (@#) think it is good for society, as for in-
stance Per{1983 and Scitovsky(1989 do, an economist moves away from the

7 Art is not unique in this respect, other examples where many people would object to applying a
single measuréespecially moneyfor the sake of comparison are human lives, the Truth and moral
or religious convictions.
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orthodox view in economic%.What we would(all) like to see, what we should
value is not something ‘positive’ economics can tell®usconomics as it is gen-
erally understood by its practitioners is about wigtnot about whabught The

field of cultural economics tends to make economists aware that there is a ‘prob-
lem of value,” as Heilbrone(1988 puts it. Abbing(1993 observes that, even if
cultural economists keep to the neo-classical theory of value, they at least feel
obliged to discuss the problem of value at some lerigdte Gramppg1989 and

De Grauwe(1990).

What the discussion about a possible justification for government support for
the arts of course revolves around are questions of value. One needs a concep-
tion of what it means for something to have value before addressing the question
of government support for the arts. Value theory, as former president of the As-
sociation of Cultural Economics International Michael Hutter observes, seems like
an old, abandoned copper mine. Economists do not visit this mine any more,
since it is judged to be unproductive, not worth their while. What do we value
(about the arp® And: Why do we value it? Value theory has always been central
to economics; whenever a new or different economic theory appeared on stage, it
first contested the previous value thedBolfsma (1997). Value theory is thus
in the heart of economics. Today’s economic theory, however, does not have a
heart. Economics has a ‘problem of value’ as Heilbrofi€&88 puts it. Value is
equated to price, and a price is determined on impersonal markets where supply
and demand curves move around. This is what Klamer focuses on. As with is-
sues raised by other people in the field of cultural economics, the arguments made
may have wider implications for economics as a science.

3 VALUE AND CULTURE IN ECONOMICS

The adage of one of the founding fathers of cultural economics — Kenneth
Boulding — is again subscribed to in the work along the road of value. ‘Cultural
economics must look upon both preferences, skills, and techniques as essentially
learned in the great process of cultural transmisg®oulding (1973, p. 53)."1°

This process of cultural transmission is one in which people learn, as Boulding
stresses. People learn from other people in their surroundings and thus come to
share a culture — consciously as well as tacitly. In this line of reasoning ‘culture’

8 The question that Dworkii1985 raises of what policy objective should prevail, if government
support for the arts can be justified, remains. Should the government strive to ensure the survival/
flourishing of particular organizations, or should it ensure the widest diversity of artistic messages
attainable? Dworkin chose the latter.

9 The merit goods argument can also be brought to bear on other economic issues, as Galbraith
again observed in his speech. Do we, for instance, really want a ‘comparative advantage in producing
morally depraved television programmes?’ is a question we may want to ask in international econom-
ics.

10 See also Abbing1993.



250 DE ECONOMIST 145, NO. 2, 1997

seems best described in a broad, anthropological sense of ‘a system of values,
beliefs, and aspirations that distinguishes one group of people from other groups’
(Trimarchi (1996). What people want, prefer or value depends on the culture
they are in, on their social environment. This is at least what sociologists and
anthropologists show. Elsewhefolfsma(1996) | argue that to understand and
explain a phenomenon like the consumption of a cultural good such as pop mu-
sic, its valuation, economics needs to take such social or cultural aspects into
account.

Concepts of value and culture are thus intricately related, which is also a point
that some of the founding fathers of economics make. Aristotle and Adam Smith
(especially in hisTheory of Moral Sentimentsare important sources of inspira-
tion (cf. McCloskey (1996). People are social or political animals who talk all
the time — especially in the markétf. McCloskey and Klamer(1995). How
they talk, what they talk about, what kinds of arguments persuade people, etc.
depend on the culture they are born into. In a culture, underlying socio-cultural
values play a role. These provide guidelines as to what ought to be done, to right
and wrong, to what is beautiful, etc. Examples of how these underlying values
materialise or institutionalise are the working ethic in a country, scientific pursuit
of the Truth, and the believe that Van Gogh’s paintings are the pinnacle of high
art**

4 SOME CONCLUDING REMARKS

Not surprisingly, it is too early to observe a change in the direction in which
cultural economics is going. Status quos are notoriously hard to alter, the process
of cultural evolution is slow. If my observations are correct, however, there has
at least been an appreciation of the kind of questions that the road of value poses
in this field1? Most likely because this field of cultural economics tends to make
its scholars more open to the ambiguous nature of matters such as culture, norms,
values, prices, goods, services, relations between people, and nmidrkédsters

that are more complicated than ‘orthodox,” neo-classical economic theory seems
to suggest. Such open-mindedness has also been the reason for the fact that the
status quo in the economics of art and culture, if there has ever been one, has
always been tenuous. This is most notable in the discussion on a possible justi-
fication for government support for the arts. Discussions on the topic of justifi-
cation for government support for the arts seem warranted given its almost
chronic economic difficulties. Here, | argue that such discussions are not fruitful
without a proper discussion of what it means for something to have value. More-

11 With regard to the working ethic, see Jak@896 on Sweden.

12 See e.g. Huttef1996. A number of people that presented papers on the recent ACEI conference
showed a similar interest in, what might metaphorically be called, ‘the road of value.’

13 On goods and services, see Bould{dg§77.



COMMUNICATIONS 251

over, the theory of value that reigns in ‘orthodox’ or ‘competitive’ economics
lacks explanatory power in these and other instaftes.

Much along the lines of what Boulding suggests, the economics of art and
culture — the application of standard economic ‘tools’ to the field of art and cul-
ture — gives way to cultural economics. Cultural economics is a ‘cultured’ eco-
nomics, an economics that takes social and cultural aspects seriously. | have tried
to show that the field of the economics of art and culture brings one almost natu-
rally to such a position. However, whether or not the metaphorical ‘road of value’
blends easily with the ‘road of choice’ is a matter | will have to leave open at
this moment. Partly because the ‘road of value’ is not yet, and may never be,
completely outlined.

Wilfred Dolfsma*
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