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Economics and Art: An Uneasy Marriage?
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Economic Importance of Arts and Cultural

• Over 110,000 people employed directly in cultural occupations. 

• NSW attracts 61% of Australia’s total international cultural and 
heritage visitors (1.7 million people). 

• In 2012, these visitors spent an estimated $4 billion in NSW and 42.6 
million nights in the State.

Occupation Total

Musician 2,500

Sculptor 200

Make-up Artist 600

Zookeeper 300

Proof Reader 150

Urban & Regional Planner 3000+



Government Spending on Arts and Culture

• NSW Government provided $899.8 million in 2012-13

• Increased by 10% from 2011-12 ($815 million) and 

increased by 18% from 2010-11 ($764.6 million)

• 30% provided for capital and 70% provided for 

recurrent expenses. Mostly in the Heritage Sector –

Museums, Art Galleries, Libraries and Environmental 

Heritage.

• $122.30 per person in NSW - $18.80 per person for 

performing arts venues 



Government Spending on Arts and Culture

“Free access to museums for kids, supporting Walsh Bay’s dramatic redevelopment, a big focus on arts and 

culture in Western Sydney and continued investment in arts, culture and screen across the whole of our 

State will activate a new generation of audiences and participants, growing the industry for the future.” 



Where are the Benefits?

• Benefit can be identified at the aggregate (community) 

and individual level. We will start with the aggregate.

• Three broad categories of benefits identified.

• Economic Benefits

• Social and Cultural Benefits

• Other benefits



Where are the Benefits?

• Economic Benefits

• Economic Growth and macro economy

• Employment and workforce

• Spillovers to other industries

• Growth in creative capacities

• The majority of these benefits are relatively easy to 

quantify. Jobs, GSP, International and interstate 

tourism.



Where are the Benefits?

• Social and Cultural Benefits

• Health and Wellbeing benefits

• Educational benefits

• Civic participation benefits

• Social and Community cohesion benefits



Education Benefits

• Arts-rich v non-arts-rich



Civil Participation and Social Cohesion

• Civil participation benefits – association between 

participation in arts and culture and volunteering and 

charitable giving.

• Social and Community Cohesion benefits – increased 

sociability, greater connection with community, sense 

of place.

• Shared identity and reduced anti-social behaviour

• Cultural awareness



Other Benefits

• A number of benefits have been identified at the 

individual level:

• A form of relaxation

• Increase morale

• Improve cognition

• Nonverbal communication

• Social inclusion



Elements of Cultural Value

• The elements of cultural value (Throsby 2001, 2008): 

• Aesthetic Value 

• Spiritual Value 

• Social Value 

• Historical Value 

• Symbolic Value  

• Educational Value 

• Authenticity Value



Art Gallery Live Music Live Drama Arts in 
General

I get pleasure from the 
beauty…

4.10 4.36 4.00 4.15

…inspires my creativity. 3.43 3.39 3.26 3.36

…helps me understand myself 
better. 

2.81 3.02 3.05 2.96

…helps me understand other 
people in  our society better.

3.25 3.20 3.34 3.26

…has spiritual meaning for 
me. 

2.95 3.09 2.90 2.98

…educates me about the arts. 3.70 3.41 3.58 3.56

…gives me new ideas to think 
about.

3.70 3.40 3.59 3.56

…is an enjoyable experience 
for me.

3.97 4.40 4.10 4.16



Mean Mode N

It is important for school children 
to learn music, painting, drama etc. 
as part of their education. 

4.45 5 999

The arts should not be allowed to 
die out.

4.36 5 997

It is important to keep the arts alive 
for future generations. 

4.35 5 998

The arts have an important role in 
creating our national identity.

4.12 4 996

I would like to live in a community 
that values the arts. 

3.98 4 998

Government should financially 
assist the arts. 

3.95 4 990

The arts only benefit those who 
attend or participate.

2.66 3 989

The arts have no relevance to 
everyday life. 

2.16 2 992



Current 
spending

Indication 
of change

How much should be spent?

Mean Mean Median N 

Arts and Cultural Heritage $40 3.90 $159 $70 740

Public expenditures on arts and cultural 

heritage 



Summary of Benefits

• There are a range of benefits that potentially accrue from 

Art and Cultural investments. 

• These benefits occur at both the community and the 

individual level

• From both participation and consumption

• Some of these are more easy to identify and measure –

such as ‘economic benefits’

• Responses suggest the people recognise the benefits at a 

individual and community level



Walsh Bay Arts Precinct



Walsh Bay Arts Precinct Redevelopment

• Walsh Bay is located on 

Sydney Harbour at the north 

end of Miller’s Point

• NSW 2021- completion of a 

‘world class arts can cultural 

precinct at Walsh Bay’

• Increase the number of major 

international events and 

improve quality of 

accommodation



Walsh Bay Arts Precinct Redevelopment

• Ten berths constructed 

between 1908 and 1922. 

• Established initially for 

international and inter-state 

shipping

• Listed on the State Heritage 

Register

• Foreshore opportunity with 

vision provided by Master 

Plan released in 2013



Walsh Bay Arts Precinct Redevelopment

• Create new arts facilities 

and performance venues 

in Pier 2/3

• Refurbish facilities in 

Wharf 4/5

• Create new water front 

square 

• Cost of approximately 

$139 million
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Walsh Bay Arts Precinct Redevelopment

• Investment Appraisal engaged in September 2012 to 

undertake Cost Benefit Analysis

• Consistent with NSW Government’s Guidelines for 

Economic Appraisal

• Social welfare approach – economic surpluses 

• Real discount rate 7% 

• 30 year period

• A number of options considered



Walsh Bay Arts Precinct Redevelopment

• Benefits

• Enhanced city reputation/image

• Education benefits

• Increased health benefits

• Increased sense of place

• Associated tourism benefits

• Consumer surpluses that accrue to the referent group

• Costs

• Capital, operational and maintenance

• Increased noise and traffic



WBAP Redevelopment – Visitation

• Visitation for attendance at paid event – music 

performance or theatre

• Public Domain Visitation:

• Performance visitation – non-ticketed, free events. 

Such as Vivid or street performance

• Walk-through visitation – walking or jogging through 

without a purpose. Transiting as well as ‘curiosity 

visitation’. 



Specific Purpose Visitation

• Specific Purpose Visitors – visitation to NSW 
undertaken for the primary purpose of visiting Walsh 
Bay Arts Precinct.

• ‘Drop’ into Walsh Bay = not counted

• Typically do not include visitation of NSW residents

• Assume that they would have visited another 
art/cultural event in NSW

• Specific Purpose Visitation is important as it is the only 
expenditure considered. 



Specific Purpose Visitation

• How to determine Specific Purpose Visitation

• Total trip

• Additional stay

• Tourism Research Australia Data

• Cultural visitors generally have higher expenditure

• The total amount spent by specific purposes visitors is 

included – not just the spend at Walsh Bay Arts 

Precinct.



Non-Market Benefits

Total Economic Value

Use Value

Direct 
Use Value

Indirect 
Use Value

Option 
Value

Non-Use Value

Altruism 
Value

Bequest 
Value

Existence 
Value



• Direct Use Value – consumptive uses

• Indirect use values – typically present in 

environmental studies

• Option Value – the value of having an ‘option’ of future 

use



• Altruism Value - satisfaction of knowing that other 

people have access

• Bequest Value - will be there for the use of future 

generations

• Existence Value - benefit from knowing that something 

exists



Estimation of Consumer Surplus

• Revealed preference use data that has been revealed 

through markets – hedonic pricing or travel cost 

methods.

• Stated preference – use of survey method to ‘state 

preference’

• Contingent valuation

• Choice modelling

• Benefit transfer – transfer of economic value





Walsh Bay Arts Precinct Estimation

• Survey was undertaken over the internet – 15 minutes

• Geographically distributed over NSW

• Outlined current funding arrangements – include 

government subsidies

• Take account all other expenses

• Willingness to pay question:

‘Realistically, how much would your household be willing to pay 

as a one-off State government levy on council rates in 2014 to 

redevelop the Walsh Bay arts precinct?’



Non-market results

• 2,908 respondents, ‘willingness to pay’ for the Walsh 

Bay Arts Precinct redevelopment is an average of 

$29.40 per household.

• Amount that NSW households were prepared to 

contribute in 2013-14.

• Estimated value of $71.78 million represents the 

consumer surplus of combined use and non-use 

values held by NSW households



Willingness to pay according to household

Household Type Willingness to pay

Intend visiting the Walsh Bay Arts 
Precinct for the purposes of attending a 
ticketed event

$35.13

Intend visiting the precinct for the 
purposes of a free visitation

$27.35

Do not intend to visit the precinct $6.79



Results of the Cost Benefit Analysis

• Net Present Value over $70 million

• BCR greater than 1.5

• Non-market benefits were a significant driver for the 
project

• Sensitivity testing undertaken for 

• Construction costs

• Discount rate

• Non-market benefits

• Public domain activation



Concluding Thoughts

• There is a significant number of benefits that can be 

realised from cultural investments

• Unsurprisingly a number of these benefits are in the 

non-market space

• Need to be considered as part of arts and culture 

CBA

• Controversial area

• Estimation needs to be best practice


