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Abstract 

It is important for governments to recognise employment 

generation resulting from public expenditure. Funding 

alternatives that are a cost effective way of generating 

employment are key objectives in public finance. One 

funding alternative is the arts. The arts have to compete 

with other economic activities for a share of government 

funding. As a result of increased competition, the economic 

contribution of the arts has become an important issue in 

arts advocacy. Therefore, it is important that the measure 

of employment generated by arts funding is accurate and 

reliable. Arts employment data is generated by cultural 

organisations applying for public funding through the 

Australia Council. The problem is that the existing method 

of calculation, though reasonably detailed, ignores 

employment of contracting artists and inaccurately accounts 

for part-time employment. The purpose of this study is 

threefold: (1) To develop a more accurate measurement of 

employment in arts organisations than currently exists with 

the Australia Council via its employment data generation, 

by including in the measurement, the amount of part-time 

and contracted-artist employment. (2) To identify the 

amount of government funding that translates into 

equivalent full-time jobs. (3) To demonstrate and explain 
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the problems and distortions that arise by the use of 

employment multipliers. 

These problems are addressed at a sample of two theatre 

companies: Deck Chair Theatre and Spare Parts Puppet 

Theatre. The measurement developed: The Government 

Arts-Funding Employment Ratio shows the amount of 

government funding that translates into equivalent 

full-time jobs. This is developed in two versions. One 

including the effects of an employment multiplier, the 

other ignoring these effects. The multiplier effect means 

that for every job within the theatres, 1.667 jobs are 

generated outside the theatres. The results, ignoring the 

multiplier effect, show that during 1989-1991, every 

$30, 220 of government funding to Spare Parts Puppet 

Theatre, translated into one equivalent full-time job. At 

Deck Chair Theatre, over the same period, every $25, 821 of 

government funding translated into one equivalent full-time 

job. 
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1.0 Introduction 

1.1 Background 

1.1.1 Public Subsidies to the Arts: A History 

A brief overview of the historical framework showing the 

rational 

concept 

allocating 

purposes 

for public 

of public 

public 

is a 

decision-makers. 

patronage of the arts introduces the 

cultural policy. The problem of 

funds amongst a variety of competing 

fundamental problem for policy 

The priority in deciding on these 

activities requires careful consideration of the costs and 

benefits that arise from each alternative ( Patronage, 

Power and the Muse, 1986, p. 28) . 

In respect to the public patronage of the arts, Cummings 

and Katz (1989, p. 6) show that in recent centuries, there 

have been three types of environments which have generally 

directed the development of public cultural policy. These 

are: the Absolutist State, the Mercantile State, and the 

Free-Market State. In 17th century France, the court of 

Louis 14th was an example of an Absolutist State, where 

there was a strong tradition of funding to the arts by the 

monarchy. 17th Netherlands is representative of the 

Mercantile State, where the increasingly wealthy burgher 

class were an influential source of private commissions for 

the arts community. Finally, in the 19th century, the 
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Free-Market State. was where public funding to the arts has 

been less favoured. Here, a philanthropic approach to the 

arts by private industry and by wealthy individuals was 

preferred. Current day Canada and the United States of 

America (USA) are good examples of the free-market 

environment. 

In their 1987 study, The Patron State: Government and the 

Arts in Europe, North America, and Japan, Cummings and Katz 

(1989, p.8) identified four basic approaches to arts 

funding that arose out of these environments: government as 

patron. government as manipulator, government as regulator, 

and government as impresario. The government as patron 

refers to where the government is the primary financier and 

consumer of the arts. The manipulator approach is where the 

government influences the market for the arts through the 

use of such instruments as taxation and subsidies, but 

without the type of control that is typically required by 

the government as patron. The regulator approach is where 

public administrators directly make decisions concerning 

the financing of the arts. Finally, the government as 

impresario is where the government is primarily the 

organiser and presenter of public culture. Cummings and 

Katz (1989, p. 8) show how the British Broadcasting 

Corporation (BBC) is a good example of the impresario 

approach. This is because through the BBC, the government 

is essentially producer and distributor of culture to the 
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wider community. 

The Absolutist, Mercantile and Free-Market environments, 

and the four government approaches to arts funding, provide 

the historical framework in which the scope for public 

assistance to the arts came to be. 

1.1.2 Subsidy to the Arts: The Australian Context 

The approaches to arts funding identified by Cummings and 

Katz (1989, p. 8), can be observed in the Australian 

context. The public funding of the arts appears to have 

developed from, a regulator approach to an impresario one, 

then to a manipulator approach. The establishment of the 

Commonwealth Literary Fund in 1908, and the Commonwealth 

Arts Advisory Board in 1912, enabled the government to have 

a reasonably direct control over the funding of arts. 

Parsons (1987) describes the scenario: 

Australia's traditional Philistinism had dictated 
that the pioneers of arts funding . . .  were able to 
induce governments to fund the arts only by 
presenting an impeccably 'sound' public image. (p.11) 

This suggests that the public funding of the arts was not 

readily independent of the desires of the bureaucracy, and 

so represents an example of the regulator approach. 
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The beginnings of an impresario approach occurred with the 

establishment of the Australian Broadcasting Commission 

(ABC) in 1932. Primarily through its orchestras, the ABC 

was fairly instrumental in the diffusion of public culture 

in Australia (Rowse, 1985, p.6) . With the establishment of 

the Australian Council for the Arts in 1968, and its 

successor, the Australia Council in 1973, a transition 

from impresario to manipulator approach was made. In the 

early 1970s, the government of the day wanted an 

independent arts funding body that would distribute public 

funds to the arts, and act as an arts policy advisor to the 

government. The Prime Minister, Gough Whitlam (cited in 

Patronage, Power and the Muse, 1986) made the government's 

intention clear: 

A single council [the Australia Council] seemed to 
offer the prospect of a broad policy for the national 
development of the arts within a streamlined 
administration providing independence from political 
pressures and safeguards against centralised and 
authoritarian tendencies. (p. 63) 

This suggests that the Australia Council was to become, 

what Hillman-Chartrand & McCaughy (1989, p. 43) call, 

at arm's-length with government. A peer evaluation 

mechanism of grant approvals was designed to restrict 

potential government interference with the allocation of 

public funds to the arts communities (Parsons, 1987, p.15) . 

Rowse (1985, p. 6) identifies the development of 

commonwealth government patronage to the arts, and 
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identified two phases: First, an era of voluntary cultural 

entrepreneurship followed by statutory commonwealth 

patronage. The first lasted until the late 1960s, and was 

characterised by government funded entrepreneurs who chose 

to pursue various cultural objectives. The ABC was an 

outstanding example of this. It established its own 

orchestras and ensembles, and so by doing, became an 

entrepreneur of classical music. 

In 1932, when the ABC was established, commonwealth funding 

to the arts become substantial. The first phase of 

government funded voluntary entrepreneurship was replaced 

with statutory patronage with the establishment of the 

Australian Council for the Arts (ACFTA) in 1968 and the 

Australian Film Development Corporation (AFDC) , 

established in 1970. From this point onwards, a system of 

direct government grants meant that ACFTA and AFDC had a 

statutory obligation to allocate government funding to 

various cultural activities that were not viable in the 

market place. This provided the means in which to debate 

the public interest, in respect to arts funding allocation. 

(Rowse, 1985, p. 13) 

In Australia, cultural activities are not only publicly 

funded at the Commonwealth level through the Australia 

Council, they are also funded at the state and local levels 

of government. In Western Australia the state cultural 

funding body is the Department for the Arts. The operating 
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budget in 1989 was $8.7 million, representing less than 1 

percent of state government expenditure. State government 

funds are also channelled through to the arts by statutory 

authority sponsorship, such as the Healthways program. 

1.1.3 Economics: Advocacy for the Arts 

Cummings and Katz (1989, p. 6) believe that western 

societies have experienced a trend towards public 

involvement in the arts in the latter half of this century. 

Essentially, the reason for this has been a desire to 

broaden public access to the arts. The growth of publicly 

funded culture reached its zenith in the 1960s and early 

1970s. 

cutting, 

In the late 1970s, however, calls for budget 

and greater public accountability has seen the 

growth of public funding to the arts generally slow down. 

Throsby and Wither's (1979, p. 1) explanation of this 

phenomenon, is that because of inflation and recession in 

the 1970s, government allocation of funding, at all levels, 

has generally become subjected to a higher level of 

scrutiny. Public accounts committees are examples of this. 

It is of little surprise, therefore, that the economic 

arguments have become important in arts advocacy. In recent 

times the economic dimension of the arts has increasingly 

become more important, as Myerscough (1988) explains: 

Arguments 
intrinsic 

[for public 
merits and 

arts funding] based on their 
educational value were losing 
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their potency and freshness, and the economic 
dimension seemed to provide fresh justification for 
public spending on the arts. (p. 2) 

Myerscough's conunents were in the context of Great Britain. 

In the Australian scenario, 

relate the experience: 

Brokensha and Tonks (1986) 

The arts lobby has been forced to justify its demands 
in more rigorous terms. One way of doing this it to 
adopt a 'language' that is universal in 20th century 
policy-making i. e. , economics. (p.37) 

In past years, arts funding has primarily been justified on 

the basis of its aesthetic value (Brokensha & Tonks, 

1986, p. 37) . It was now becoming necessary for arts 

advocates to take on more pragmatic arguments. Here, the 

economist enters into the arts arena. The role of economics 

in arts advocacy is now emerging as a more important one. 

This has not always been the case. In 1963, Galbraith 

(cited in Throsby & Withers, 1979) pointed out that: 

Art has nothing to do with the sterner preoccupations 
of the economist. The artist's values- his splendid 
and often splenetic insistence on the supremacy of 
aesthetic goals- are subversive of the 
straightforward materialist concerns of the 
economist. (p .1) 

Despite Galbraith's concerns, it is important to note that 

in some of his later writings, he considers artistic 

endeavour as an important factor in the economic 

development and cultural success of a society (Galbraith, 

1983). 
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Cwi (1982) agrees with Galbraith, that the arts are 

important in economic development. He points out that there 

are subtle induced effects that occur due to the presence 

of the arts (Cwi, 1982, p.25) . These effects are where a 

cluster of arts activities generates what is generally 

known as cultural ambience. This is a source of attraction 

that gives individuals reasons to frequent specific areas 

in search of entertainment. In Perth, Northbridge and 

Fremantle are good examples of districts that have a 

cultural ambience. Cwi (1980, p. 312) says this is an 

important device in the revitalisation of inner city 

regions. This is the point that Myerscough (1988, p.145) 

alluded to when he surveyed business decision makers as to 

how the cultural ambience of a region would effect their 

relocation decisions. 

The increasing importance of the cost effectiveness of 

public funds allocation, the justification of public 

decision making, and public accountability of government 

expenditure, has given rise to a body of literature on the 

economic contribution of the arts (Brokensha & Tonks, 1986; 

Cwi, 1981; Cwi & Lyall, 1977; Hamer, Siler, George & 

Associates, 1977; Metropolitan Arts Council, 1977; 

Myerscough, 1988; Sullivan & Wassall; 1977, Wall & Purdon, 

1987) , and the economic and non-economic arguments that 

underlie the justification of public subsidy to 

the arts (Austen-Smith, 1980; Mulcahy, 1982; Peacock, 

1969/1976; Rowse, 1985; Throsby & Withers, 1983) . 
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1.1.4 Deck Chair and Spare Parts Puppet Theatre 

The subjects of this study are the Deck Chair and Spare 

Parts Puppet Theatres in Fremantle, Western Australia. 

Both theatres rely on government funding to continue 

operations, which is typical of arts organisations. From 

1989 to 1991, Spare Parts Theatre received 73 percent of 

total income from government grants, whilst this figure was 

70 percent for Deck Chair Theatre (see Appendix 16) . 

These theatres are typically run on half million budgets 

(see Appendices 7 and 8) . During 1989-1991, Spare Parts 

Theatre spent 66 percent ($1, 115, 000) of its total 

expenditure on employment (see Appendix 7) , whilst Deck 

Chair Theatre spent 63 percent ($859, 722) on employment. 

This expenditure maintained between 10 and 14 equivalent 

full-time jobs over the 3 year period at Spare Parts 

Theatre, and between 10 and 12 jobs at Deck Chair Theatre 

(see Appendices 2 and 3) . 
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1.2 Purpose of the Research 

From a marketing perspective, it is important that 

individuals and organisations who receive funding from the 

government, present valid arguments that give reason to 

those who allocate, donate, or otherwise provide funds. 

Kotler & Andreasen (1991, p. 281) call this group Donor 

Markets: individuals, foundations, corporations, 

government, and government funding agencies, who in this 

case provide funds to the arts. Corporations may be 

motivated by the desire to maintain good public relations, 

whereas individuals may be motivated by a variety reasons, 

including personal philanthropy. Where the government 

provides funds, a different kind of reasoning is required 

by public decision makers. In the Australian context, this 

reasoning is to maximise the benefit from those public 

funds to the wider community (Patronage, Power and the 

Muse, 1986, p. 28) . 

Donations represent complex transactions where the exchange 

of value is not necessarily confined directly to the 

transacting parties, nor does it necessarily require direct 

reciprocation (Bagozzi, 1975, p. 32) . As an example, the 

public funding of an arts organisation is an exchange of 

public monies in return for the generation of employment, 

the production of art, and resulting community enjoyment 

and benefit from the aesthetic experience (Patronage, 

Power and the Muse, 1986, p. 26) . The recipients on the 

10 
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other hand, compete with other causes for the allocation of 

these public funds. Justification of that claim becomes a 

very important factor. In this context, an arts 

organisation has a consumer market on the one hand -- an 

audience for example, and a donor market on the other -

- the public decision makers. 

In a consumer-centred philosophy of marketing it is 

necessary to consider the needs of the consumer as supreme. 

Public funding agencies, not unlike customers, require 

arguments that justify the allocation of funding. Economic 

arguments that strength�n the justification for that 

allocation, are important if the arts organisations are to 

present their case in the best possible way. In other 

words, they have to sell themselves to their donor markets, 

just as they sell themselves to their audience. 

The purpose of this study is threefold: 

(1) To attempt to develop a more accurate measurement of 

employment in arts organisations than currently 

exists with the Australia Council via its employment 

data generation in the application for government 

assistance forms. This will be done by including in 

the measurement, the amount of part-time and 

contracted artist employment at a sample of 

theatres. 

11 



(2) To identify the amount of government funding that 

translates into equivalent full-time jobs. 

(3) To demonstrate and explain the problems and 

distortions that may arise by the use of employment 

multipliers. 

An economic measurement will be developed, The Government 

Arts-Funding Employment Ratio. This simply identifies the 

government funding contribution to Deck Chair and Spare 

Parts Puppet Theatre, that translates into equivalent 

full-time jobs. 

The ratios produced in this study are not meant to be used 

as a comparison between Deck Chair and Spare Parts Puppet 

Theatre. These theatres are very different, and a 

comparison would not be valid. The ratios, however, may be 

used with caution to compare arts organisations that are 

very similar. It is anticipated that these ratios will be 

refined by further research, so that they can be applied to 

other arts organisations, if not the wider arts community. 

12 



1.3 Justification 

because 

to 

it 

the 

will 

arts 

provide 

funding 

This research is important 

information for both parties 

transaction, that should lead to more informed decision 

making. From a government's perspective, it can identify 

the most efficient way of employment generation. From the 

recipient's perspective, stronger economic arguments for 

public funding to the arts. 

The aim of this study is to contribute to the economics of 

the arts by the development of a more accurate employment 

measurement, both in terms of positions and expenditure of 

public funds. This study is justified because accurate 

economic data is important when presenting arguments in 

regards to public patronage of the arts. 

13 



1.4 Statement of the Problem 

The economic contribution of the arts to employment and 

income generation, is an important argument for the arts 

advocate. It is important, therefore, that it is accurately 

measured. The Australia Council collects economic 

statistics from recipients of public funding. From this, 

employment data is generated. The true amount of employment 

is understated because the amount of employment generated 

by individuals who contract their artistic services 

directly to theatrical performances and the production of 

art is not accounted for in the Australia Council 

statistics. Secondly, part-time employment is not 

accurately described because 

the number of positions, not 

it is accounted for only in 

the period of employment. 

These omissions provide the scope for this research to 

supply the missing data on a sample of two theatre 

companies. This will provide an accurate insight into the 

generation of employment, and the amount of government 

funding that translates into full-time jobs. 

14 



1.5 Research Objectives 

The objective of this study is to quantify the amount of 

government funding that translates into full-time jobs 

over a three year period, 1989-1991. This is done at a 

sample of two arts organisations: Deck Chair and Spare 

Parts Puppet Theatre. Both are located in Fremantle, 

Western Australia. The primary research questions are: 

1) What is the government funding contribution, in 

dollars, when accounting for direct and indirect 

employment, for both theatres, that translates into 

one equivalent full-time job over the research 

period 1989 1990, 1991, and 1989-1991 for each of 

the following employment categories? 

Artists and Support 

Administration and Marketing 

Contract Artistic Services 

Total employment 

2) What is the government funding contribution, in 

dollars, when accounting only for direct employment, 

for both theatres, that translates into one 

equivalent full-time job over the research period 

1989, 1990, 1991, and 1989-1991, for each of the 

15 



following employment categories? 

Artists and Support 

Administration and Marketing 

Contract Artistic Services 

Total employment 

The subsidiary research questions that are required for 

computation are: 

1) What is the total employment expenditure for Deck 

Chair and Spare Parts Puppet Theatre over the 

research period: 1989-1991 for each of the 

following employment categories? 

Artists and Support 

Administration and Marketing 

Contract Artistic Services 

Total employment 

2) What is the total employment in: weeks, days, and 

hours for: 

Artists and Support 

Administration and Marketing 

Contract Artistic Services 

employment categories at the Deck Chair and Spare 

Parts Puppet Theatre over the research period 

1989-1991? 

1 6  



3) What are representative rates of income for the 

following Contracted Artistic Services: 

Production Designers 

Music Composers 

Writers 

over the research period, 1989-1991? 

4) What are the appropriate union award rates of pay 

per hour for part-time and casual actors, and 

production and venue personnel, 

period 1989-1991? 

over the research 

5) What is the definition of a full-time job that is 

representative of the performing arts industry in; 

weeks per annum, days per week, and hours per day 

over the research period 1989-1991? 

6) What is the number of equivalent full-time jobs that 

represent: 

Artists and Support 

Administration and Marketing 

Contract Artistic Services 

Total employment 

over the research period, 1989-1991? 

7) What is an appropriate employment multiplier that is 

representative of the performing arts? 

17 



2.0 Literature Review 

2.1 The Arts in Society 

The notion of public support for the arts is not a new 

concept. In ancient Greece, the main drama festivals were 

publicly sponsored. Theatre was supported by the State so 

as to keep admission prices within the means of the general 

population. Broad access to the arts, or theatre at least, 

was something of which all could enjoy. (Cornwell, 1990, 

p. 36) 

In the Middle Ages the arts were more or less controlled by 

the church in western societies. Horne (1988, p.1) 

describes the types of culture that existed during that 

period: Ruling Class Culture, and Folk Culture. The 

emergence of what Cornwell (1990, p.35) calls the 

'commercial economy' in the 17th century, meant that access 

and enjoyment of the arts was no longer a privilege of 

birthright. A move away from a feudal lifestyle to one 

based on enterprise of the individual, meant that private 

access to wealth gave rise to a diffusion of the arts in 

society. This was especially evident in 17th century 

Netherlands, where the wealthy merchant class were 

influential patrons of the arts. Cornwell (1990, p. 36) 

refers to this as the democratisation of the arts. 
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By the 19th century, the arts were becoming more widely 

available. Horne (1988, p. 1 ) describes three types of 

culture that developed from the dichotomy of ruling class 

and folk cultures: High Culture, Mass Culture, and Popular 

Culture. High Culture is the domain of the intellectual and 

elite, whereas in Mass Culture, the emphasis is placed on 

mass production and standardisation for the largest 

possible audience. Finally, Popular Culture is a mix of 

High and Mass Cultures. The arts have always been an 

important and integral part of civilisation (Creedy, 1970) . 

A detailed discussion on the development of the arts in 

society cannot be justified in this review. The point is, 

however, that the development and nature of the arts, has 

laid a framework from which arguments for public subsidy to 

the arts is grounded. 
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2.2 The Arts and Society: The Role of Government 

In Australia the role of government in the arts is 

outlined in a Standing Committee report on Expenditure 

to the Commonwealth Government titled: Patronage, Power and 

the Muse (1986) . The purpose of this document was to report 

on government assistance to the arts. In concordance with 

the doctrine of Utilitarianism (Shaw & Barry, 1989, p.55) , 

the objective of government is to maximise public benefit 

from public expenditure, in this case subsidy to the arts. 

In order to investigate the 

public subsidy to the arts, 

Committee to define the arts, 

arguments that justified 

it was necessary for the 

and identify the costs and 

benefits that arise. The Committee adopted a classification 

schema of the arts proposed by professor Donald Horne. 

These were: Heritage Art, New Art, and Innovative Art. 

Heritage Art is works of the past generally found in 

museums and libraries. New Art is contemporary art, and 

Innovative Art was essentially new interpretations of 

culture. (Patronage, Power and the Muse, 1986, p.35) 

The Committee believed that these different forms of art 

conferred different benefits to society, in terms of 

access and participation. The Committee concluded that the 

government ought to assist the arts because it did confer 

public benefits to society, and was subject to market 

failure. Government objectives were to ensure the widest 
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possible access to the arts in the community. Because the 

arts are generally subsidised in many parts of the world, 

and Australia was not an isolated culture, it was decided 

there was a role for the government in arts funding. 

(Patronage, Power and the Muse, 1986, p. 37) 
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2.3 Public Subsidy to the Arte 

The question of why the arts are reliant on private 

philanthropy and public subsidy to survive financially, has 

given rise to a large body of literature. Economic and 

non-economic arguments explain why this is the case. 

Specifically, the arguments are: because the arts are merit 

goods (North, 1982; Pen, 1983; Throsby & Withers, 1979; 

Scitovsky, 1983) , because the arts are subject to market 

failure (Austen-Smith, 1980; Baumol & Bowen, 1966/1976; 

Peacock, 1969/1976; Rowse, 1981; Throsby & Withers, 1979) , 

because of the birth right of future generations to the 

arts of today (Baumol & Bowen, 1966/1976; North 1982) , 

because the arts are a device for education and social 

order (Mulcahy, 1982; Rowse, 1981) , and because the arts 

are important for the moral basis of society (Mulcahy, 

1982) 

On the otherhand, there are arguments against the public 

subsidy to the arts, because priorities exist which have 

higher claims to public funds, and because public funding 

of the arts may lead to government control of the arts 

(Baumol & Bowen, 1966/1976, p. 44) , and finally because 

the emphasis should be placed on consumer sovereignty, not 

the merit good argument (Gold, 1983) . 

22 



2.3.1 The Merit Goods Argument 

Cwi (cited in North, 1982, p. 71) describes in general 

terms, a merit good as something that is essentially good, 

and thereby justifies public provision because of its 

goodness, and in cases where market forces fail to 

allocate it, public intervention is justified. Musgrave 

(1959) provides a more detailed definition of what he calls 

merit wants (merit goods) . These are a type of individual 

preference (private wants) that: 

become public wants if considered so meritorious that 
their satisfaction is provided through the public 
budget, over and above what is provided for through 
the market and paid for by the private buyer. (p. 13) 

Where merit goods have characteristics of private goods, 

there may be no need for public provision, as this may be 

done efficiently through the market mechanism. However, if 

have characteristics of public goods (social they 

wants) , the market mechanism tends to fail, and public 

provision becomes necessary. Therefore, providing public 

subsidies to the arts is done when these two conditions are 

met: because they are essentially meritorious, and because 

they are subject to market failure. 

The public provision of merit goods essentially interferes 

with the private preferences of the individual. This is 

because a value judgeme.nt is made on behalf of society by 

public decision makers, as to what is in the best interest 
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for everybody, without reference to the forces of market 

supply and demand {Musgrave, 1959, p. 9) . Other examples of 

merit goods are; low cost public housing, and free 

education. Unlike public goods, merit goods are not 

strictly subject to the exclusion principle, and the notion 

of nonrival consumption. These concepts are discussed in 

section 3. 1. 

Merit goods are more like mixed goods, with characteristics 

of both public and private goods. Merit goods have claim to 

public subsidy by virtue of their inherent goodness 

(Musgrave, 1959, p. 9) . With respect to the meritorious 

nature of the arts, Scitovsky (cited in Throsby & Withers, 

1979) argues: 

Works of art are durable sources of stimulus 
enjoyment which can last for years, or even 
centuries, and since the specialist's judgement is 
believed to be a better predictor than the general 
public's view of what prosperity's judgement is going 
to be, we attach to his judgement the weight of 
future generations, which outweighs, of course, that 
of the single present generation. (p.199) 

Scitovsky's argument calls for the right of future 

generations to an artistic tradition. The basic value 

judgement in his argument, however, is that the arts are 

inherently worthy of preservation. This alludes to the fact 

that value judgements must be made by public decision 

makers on behalf of society, because the community does not 

always recognise the best long term interests. This notion 

is the basis of the merit goods argument. 
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Pen (1983) puts the notion of merit goods in very simple 

terms, "Bach is good for you even if you didn't know it. " 

(p. 17) 

2.3.2 The Market Failure Argument 

Rowse (1981, p. 31) discusses the market failure argument as 

a situation where there exists two issues. Firstly, 

positive externalities occur where the benefits of 

production cannot successfully exclude those who do not 

pay. This phenomenon is known as the free-rider effect 

(Musgrave & Musgrave, 1984, p. 54) . This concept is 

explained in greater detail in section 3. 1. Secondly, costs 

of production are not always reduced by market demand, 

which implies that the arts do not necessarily benefit from 

economies of scale. However, Throsby and Withers (1979, 

p. 44) would disagree. Their view is that excessive costs 

that are inherent in the nature of the arts is the reason. 

This is because of the technological limits to 

standardisation and the high cost labour inputs. 

Throsby and Withers (1979, p. 180) expand on the 

externalities argument put forward by Rowse 

(1981, p. 31) . External benefits generated by the arts is 

where even those who do not attend, participate, or in 

anyway consume the arts, still benefit from the production 

of ideas, aesthetic standards, national identity, social 
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comment and criticism. Since the arts can only recover the 

cost of production from only a portion of those whom enjoy 

consumption benefits, costs will tend to exceed revenues. 

Financial assistance, therefore, will be required. 

2.3.3 The Arts for Future Generations Argument 

Cwi (cited in North, 1982, p.71) says that society has 

a responsibility to future generations to preserve an 

artistic culture, and provide an aesthetic standard. 

Scitovsky (cited in Throsby & Withers, 1979, p. 199) agrees, 

and adds that a specialist's value judgements are a better 

predictor of what future generations will want. 

Baumol and Bowen (1966/1976, p. 54) argue that society needs 

an artistic basis from which individuals can learn to 

appreciate the concept of culture. This argument parallels 

the ideas of Mulcahy (1982, p. 44) with respect to the 

educational argument for arts subsidies. 

Peacock (1969/1976, p.77) believes that society has an 

obligation to individuals whose opinions have not yet been 

formed. This idea touches on the notion of Personal Liberty 

(Shaw & Barry, 1989, p. 70) . Mulcahy's view (1982, p. 55) is 

that we do not have the right to restrict the choice of 

culture for future generations. 
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2.3.4 The Education Argument 

Baumol and Bowen (1966/1976, p. 55) argue that there 

are non-priceable benefits of a liberal education conferred 

upon society. The premise is that education in the 

humanities leads to a more civilised society, and since the 

arts are an integral part of the humanities, the arts must 

confer these same benefits to society. If the arts are 

subject to market failure, then this provides reason for 

subsidising the arts. Along similar lines, Mulcahy (1982, 

p. 45) argues that the arts are important in education 

because it complements structured learning, 

logical thought. Acquisition of these 

creativity and 

skills confers 

benefits to the wider community, which means the arts are 

essential to the education and social refinement of a 

society. 

Horne (1988, p. 4) 

because 

says 

it 

that subsidy 

acts as a 

to 

means 

the 

of 

arts is 

social essential 

criticism. 

society, 

This is important in a liberal democratic 

because he considers an educated society has a 

sense of choice and potential. 

Scitovsky (1983, p. 9) takes a very different perspective on 

the issue of arts education and external effects. He points 

out that informed consumer choice is important for the 

efficient allocation of goods and services from producer to 

consumer. He argues that consumers tend to ignore the 
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externalities that arise from their choice in the domain of 

excitement, satisfaction and pleasure seeking. Essentially, 

they cannot be trusted to make an informed choice, 

accounting for all the costs and benefits that may arise. 

His point is: 

Because so many of the sources of excitement 
accessible to the unskilled create high external 
costs and diseconomies, it is desirable for society 
to subsidize and otherwise promote general education 
in the skills of enjoying all those forms of stimulus 
excitement that involve no external costs. (p. 13) 

Here, Scitovsky refers to the arts as the source of 

stimulus excitement (pleasure seeking) . From an 

educational perspective, it is desirable to subsidize the 

activities where no external costs are present, and this 

leads to a more refined and civilised society. Scitovsky 

recognises a problem, however, "that it is not always 

possible, of course, to subsidize the learning process 

without also subsidizing the enjoyment of those who already 

possess the skill of enjoying the arts. " (p. 13) 

Finally, Scitovsky argues that subsiding the arts is 

important because people are given the chance to learn to 

appreciate them, and not think of them as something which 

is to the exclusive pleasure of an elite in society. 
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2 .3 .5 The Moral Argument 

In the literature reviewed there is only one argument for 

the subsidy of the arts on a moral premise. Cram (cited in 

Mulcahy, 1982) acknowledging the aesthetic and intellectual 

reasons, believes the arts should be subsidized because: 

Above all this it is the touchstones of life, the 
power of standards, the director of choice. Accepted, 
assimilated, it becomes one of the great builders of 
character, linked indissolubly with religion and 
philosophy toward the final goal of right feeling, 
right thinking, and right conduct. " (p. 46) 

Cram's value judgement parallels the merit goods argument, 

asserting that the arts are inherently good and are in the 

public interest. The arts, therefore, should be publicly 

funded in cases of market failure. 

2.3 .6 The Arguments for Arts Subsidy: A Caveat 

The theme of some papers warn arts advocates, that the 

arguments for the public subsidy to the arts may be 

individually insufficient justification (Austen-Smith, 

1980; Peacock & Godfrey, 1973/1976; Schnieder & Pommerehne, 

1983) . 

It is important to note that the merits goods argument, the 

arts for future generations argument, and the educational 

argument, all presuppose that the arts are essentially 
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subject to market failure, and could not exist without 

public support. 

In conclusion to the arguments for the subsidy of the arts, 

Baumol and Bowen (1966/1976, p. 55) assert that if one were 

to agree that on the whole, the arts confer to society 

economic, educational, and social benefits. The arts become 

public goods if the costs of production exceed revenue 

raised due to market failure. Since the arts generate 

external benefits to society from which they are unable to 

charge for, public subsidy is justified. In summary they 

conclude: 

It is a long-standing tenet of economics that if the 
wishes and the interest of the public are to be 
followed in the allocation of the nation's resources, 
this is the ultimate ground on which governmental 
expenditures must find their justification. 
Government must provide funds only where the market 
has no way to charge for all the benefits offered by 
an activity. (p. 55) 

2.3.7 Arguments Against Public Arts Subsidy 

Baumol and Bowen (1966/1976, p. 43) also discuss the 

arguments against subsidies for the arts. They point out 

that other equally important activities and issues may have 

a greater claim to public funding such as public health, 

prevention of poverty, education, housing, law and order. 
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Secondly, 

claim, 

although there is no evidence to support the 

it is possible that public funding of the arts may 

lead to public control of the arts. 

Scitovsky (1983, p.14) examines the argument that public 

subsidy to the arts is unjust as it is a redistribution of 

income in favour of the elite. However, Scitovsky together 

with Throsby and Withers (1984, p. 26) disagree, as this 

argument assumes that, on the whole, consumers of the arts 

are elitist. 

The theme of Gold's 1983 paper is that artists should 

understand the notion of consumer sovereignty. Producers of 

art should be wary of isolating themselves from consumers. 

They should be more aware of the needs of the market place, 

and hold the preferences of consumers in mind. 
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2.4 The Role of Economics in the Arts 

The first major paper on the economic importance of the 

arts was by Baumol and Bowen in 1966 (North, 1982, p. 70) . 

Since then, the role of the economics in arts advocacy has 

become increasingly important. Large economic impact 

studies have been conducted to show for example, that the 

arts were not a drain on the economy (North, 1982, p. 7) , as 

some have argued. The majority of economic impact studies 

have been conducted in the USA, Canada, and Great Britain. 

Comprehensive studies that have been conducted are, by Cwi 

and Lyall (1977) , who investigated the economic impact of 

all the cultural institutions in Baltimore, USA. Cwi (1981) 

conducted an economic impact study on the arts in six major 

metropolitan regions in the USA. Myerscough (1988) 

investigated the impact of the arts on Ipswich, Glasgow, 

and Mersyside in Great Britain. The Port Authority of New 

York and New Jersey (1983) examined the economic impact of 

the arts on the New York metropolitan area. 

In Australia, the first economic impact research of the 

arts was by Throsby and O'Shea in 1980, who investigated 

the Mildura Arts Centre (North, 1982, p. 15) . To date, there 

have been two major economic impact studies on the arts in 

Australia. First, Brokensha and Tonks (1986) investigated 

the economic impact of the entire arts community on the 
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South Australian economy. Second, The Centre for South 

Australian Economic Studies (1990) investigated the 

economic impact of the 1990 Adelaide Festival. 

North (1982) conducted a comprehensive literature review on 

economic impact studies of the arts, and discussed the 

implications in the Australian environment. While calling 

for research into the use of economic multipliers in the 

Australian arts, North (1982, p.3) together with the 

Canada Council (1982, p.1) warned that, despite the merit 

of economic impact studies, over reliance on the results as 

a means to justify subsidies to the arts may result in the 

aesthetic benefits being ignored. This issue is discussed 

in section 4. 6. 6. 
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2.5 Similar Research: The Cost of Arts Jobs 

The Myerscough (1988) economic impact study assessed the 

issue of government subsidy to the arts, as part of the 

scope of the economic impact. Specifically assessed, is 

the gross cost of a job in the arts in terms of public 

expenditure. The aim was to point out, as far as the 

government was concerned, some publicly funded activities, 

such as the arts, could be compared with other activities 

to identify the most cost effective method of generating 

employment. In particular, the cost per publicly funded job 

was compared between the arts, health, and education. 

The calculation accounted for the multiplier effect on 

employment external to arts activities. 

on the relevant arts organisations 

Public expenditure 

was divided by the 

number of jobs at those organisations. The results were 

compared with another study by Davies and Metcalf (cited in 

Myerscough, 1988, p. 107) to assess validity. 

The cost per job in the Myerscough study ranged from £2, 737 

in Ipswich to £4 , 999 in Glasgow. The cost appears to be 

relatively low, but since it was not possible to identify 

the definitions used, and the method of calculation, the 

results cannot be questioned without the benefit of having 

examined the methodology. 

the method showed the 

What is known, 

net public 

however, is that 

sector borrowing 

requirement cost per person removed from the unemployment 

count, and the feedback of revenue (taxes) to government as 
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a result of the existence of jobs created in the first 

instance. It was recognised that not all jobs created by 

the arts provide employment for those presently unemployed, 

as some are simply transfers from one job to another. 

The relevance of the Myerscough study is that it parallels 

the objectives of this research. It was the only economic 

impact study reviewed, that examined the cost to 

government of jobs in the arts. A major difference between 

this research and the Myerscough study, is that this 

work does not account for the revenue feedback to 

government. In addition, Myerscough views public subsidy 

as a public cost, where this study views public subsidy as 

more a public investment in employment generation. 
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3.0 Theoretical Framework 

3.1 Private and Public Goods 

The theories of public expenditure 

private goods and public goods. 

rest on the concept of 

The distinction between 

public goods and private goods is grounded on the notions 

of nonexcludability and nonrival consumption. Private goods 

are those which are subject to the exclusion principle 

(Musgrave & Musgrave, 1984, p. 49) . This means that a good 

or service can be practically provided to a consumer 

willing to pay, to the exclusion of those who do not pay. 

Nonrival consumption is where an individual's consumption 

does not interfere with another's consumption of the same 

good. Public goods, sometimes referred to as social goods 

(Johnson, 1971, p. 26) or social wants (Musgrave, 1959, p . 9) 

are those goods which must satisfy the conditions of 

nonexcludability and nonrival consumption. 

The nonexcludability of a public good, however, means that 

it cannot be provided exclusively to consumers willing to 

pay, without unintentionally providing it to those 

consumers who do not pay . This is known as the free-rider 

phenomenon { Johnson, 1971, p. 117) . Because of an inability 

to recover the costs of production from all those who enjoy 

the benefits of consumption, this invariably leads to costs 
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exceeding revenues, which results in market failure. This 

phenomenon is cause by the generation of positive 

externalities, which is discussed in detail in section 3 . 3. 

A hypothetical example follows, the activities of theatre 

companies in Perth contribute to the generation of a 

cultural ambience . This attracts individuals to certain 

entertainment districts. The direct consumption and benefit 

of the shows is excludable to those who pay for admission. 

The indirect benefits (positive externalities) , in the form 

of a cultural ambience, however, are not excludable to 

only those who pay. These benefits (cultural ambience) are 

generated at cost by the theatres and other entertainment 

establishments. The notion of cultural activities 

generating external benefits to other activities within 

metropolitan districts is supported by Cwi (1982, p. 25) and 

Myerscough (1988, p. 145) . 

The notion of nonrival consumption means that those who 

enjoy the atmosphere in the district, at no charge, do not 

interfere with others consumption of the same. 

Nonexcludability means that the benefits cannot be 

efficiently charged for, so those (free-riders) who do not 

actually watch the shows, can still can enjoy some of the 

benefits without paying. Since the theatres cannot charge 

all those who consume the benefits of their efforts, the 

cost of production tends to exceed box office revenue. An 

additional source of funding may be required . 
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In reality, few goods strictly correspond to the conditions 

of public and private goods. This gives rise to mixed 

goods, that have some characteristics of each (Musgrave & 

Musgrave, 1984, p. 71) . Since the theatres can charge 

admission, but cannot charge all those who enjoy 

consumption benefits, these services display 

characteristics of mixed goods. 
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3.2 Market Efficiency 

The notion of efficient allocation in markets rests on 

assumptions about the rational behaviour of individuals in 

ideal market environments . It endeavours to explain the 

means by which goods and services are produced according to 

consumer preferences. Producers seek to maximise profits, 

and therefore produce what consumers want to buy, on a 

least cost basis. The competition between producers ensures 

that a mix of goods and services satisfies the needs of 

consumers. This relationship between producers and 

consumers is refereed to as the marke t mechanism. (Musgrave 

& Musgrave, 1984. p . 48) 

Efficiency in this context, means best use of available 

resources to satisfy the preferences of consumers. The 

concept of efficiency in this context, is based on the 

notion of Pare to Optimality. Alt and Chrystal (1983) 

explain, "Pareto efficiency exists if no transaction is 

available which would at least make one person better off 

and no one else worse off. " (p. 183) 

This means that the ideal notion of market efficiency rests 

on the decision that it is always efficient to allocate 

resources, whether it be by the method of production, the 

mix of goods supplied, or the activities of the public 

sector, in such a way that the benefit of person A is not 

to the detriment of persons B or C. If this cannot be 
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achieved, the existing situation is inefficient, and should 

be changed (Musgrave & Musgrave, 1984 , p. 55) . In the 

context of the arts, it would be efficient to provide 

public funding if it did not result in detriment to anyone 

else. In reality Pareto Optimality does not exist. It is 

does, however, serve a purpose as a theoretical concept. 

The notion of the market mechanism suggests that there 

should be no need to fund the arts out of the public 

budget. This is because the arts would reflect the 

preferences of consumers, and earn enough revenue from 

those willing to purchase. The presence of positive 

externalities, however, suggests that the market mechanism 

fails. The reason for this is discussed in section 3.3. 
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3 . 3 Public Goods and Market Failure 

The notion of an efficient market is a theoretical ideal. 

In reality, there exists circumstances where the market 

mechanism functions inefficiently. For example, this may 

happen where consumers are without the benefit of being 

fully informed, barriers to entry exist , producer coercion 

gives rise to unbalanced competition, and the benefits or 

costs of production or consumption cannot be fully 

internalised, which gives rise to externalities. 

The concept of externality is where the consumption or 

production of a good or service has an indirect effect on 

those who are not a party to the transaction. Externalities 

may be positive, in the form of benefits, or negative, in 

the form of costs (Laffont, 1989, p. 113) . In the case of 

positive externalities, producers are unable to recover 

their costs from all those who benefit from the 

transaction. They are not able to provide the goods 

exclusively to those who are paying consumers. This was 

evident in the example in section 3. 1. 

benefited from the cultural ambience 

district at no cost. This meant that 

Here, individuals 

of an entertainment 

the theatres were 

providing consumption benefits at no charge. 

Where negative externalities arise, producers are unable 

(or unwilling) to pass on all the costs of production to 

the consumer. Consumers themselves may also ignore the 
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negative effects on others as a result of their consumption 

(Tisdell, 1972, p. 289) . For example, this occurs when 

pollution is generated in a production process , but the 

costs of the pollution (to everyone) are not reflected in 

the price of the goods produced. 

Market failure is a situation where the actions of the 

efficient market (market mechanism) fails to provide goods 

and services in the quantities and price that consumers 

want. Markets tend to work efficiently where the exclusion 

principle applies, and where the production or consumption 

of goods does not give rise to externalities (Musgrave & 

Musgrave, 1984, p. 48) . In  section 3. 1, the hypothetical 

example 

those 

market 

of theatres being unable to recover costs from all 

who enjoyed consumption benefits, is an example of 

failure due to the generation of positive 

externalities. 

I n  the case of public goods, market failure can occur on 

two as counts as discussed: 

and where consumption 

where consumption is nonrival , 

is nonexcludable (Musgrave & 

Musgrave, 1984, p. 49) . Although the arts are not pure 

public goods, the notion of nonexcludability is central to 

many of the market failure arguments for subsidy to the 

arts. This is because these arguments are based on the 

premise that the arts cannot be provided exclusively to 

those who are willing to pay, without benefit to those who 

don ' t  pay . 
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3 . 4  The Theory of Public Finance 

Musgrave (1959, p. 5) points out three fundamental functions 

of government budgetary policy: firstly, to ensure an 

efficient allocation of resources that provide a mix of 

private and 

distribution 

public goods ; secondly, to ensure a just 

of income and wealth; thirdly, to secure a 

degree of price stability and employment. The 

will be restricted to the stabilisation and 

reasonable 

discussion 

allocation functions of government, as they are the most 

relevant issue to this study . 

The stabilisation function of budget policy, in terms of 

employment, means that it is desirable to generate 

employment through public expenditures. Public subsidies to 

activities such as the arts, are justified if it 

contributes to the objective of full employment (Musgrave 

& Musgrave , 1984, p. 13) . It is important, however, not 

to overlook other reasons for public patronage of the arts, 

such as the aesthetic benefits that are generated 

(Patronage, Power, and the Muse, 1986, p. 26) . 

While the employment stabilisation is important, the 

allocation function of budgetary policy is of greater 

relevance to this study, and is discussed in more detail. 

Private goods can be efficiently provided by way of the 

market mechanism, where consumers display their preferences 

43 



by b i dd i ng for the goods and servi ces , whi ch i n  turn 

mot ivates the pro f i t  cons c ious produc ers to c ompete for the 

pre f erences o f  the consumers. Thi s  re l at i onsh i p ,  i n  f avour 

o f  the consumer i s  known as the pr i nc i p l e  of consumer 

sovereignty ( Go l d ,  1983 , p.208 ; T i sde l l ,  1972 , p .  13 ) . An 

examp l e  of  th i s  is the programmi ng of commerc i a l  te l ev i s i on 

stat i ons. I n  Austra l ia ,  programs are put to a i r  on the 

bas i s  of past knowl e dge of aud i ence pre ferences . Th i s  i s  

done by aud i ence surveys , whi ch i nd i cate from past 

exper i ence , those programs wh i ch are most  l i ke ly to be 

accepted. The programmi ng tends to re f l ect  the pre f erences 

of the wider market . 

Pub l i c  goods are sub j e ct to market f a i l ure , where 

nonexc l us ive consumpt i on i s  the case. In  s i tuat i ons where 

bene f i ts are free ly  ava i l ab l e  to  a l l consumers , there i s  no 

mot ivat i on for i nd i v i dua l s  to  contri bute to  the cost o f  

prov i d i ng the pub l i c  good. A n  examp l e  of  a pure pub l i c  good 

i s  the po l i ce force . Bene f i ts from the presence o f  the 

po l i c e , are not exc l udab l e  on ly  to those who may be w i l l i ng 

to pay , because o f  th i s ,  consumers do not fee l an 

ob l i gat i on to pay as  you use. Thi s  i s  where the market 

mecha n i sm may fa i l . Governments f i nd i t  necessary to 

i ntervene and provi de the pub l i c  goods through the 

budget. 
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The basic problem with the provision of public goods, is to 

decide first which are public goods, and then decide what 

quantity and quality of the public good is to be 

provided. The political process provides a solution. In a 

democratic environment, voting becomes a surrogate for 

the market mechanism in order to identify the preferences 

of the community. If the government is providing the right 

type , quantity, and quality of public goods, this will be 

affirmed by the voting preferences of the community. The 

success of this system is dependent on the fairness and 

efficiency of the voting process. (Musgrave & Musgrave, 

1984, p . 63) 
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3.5 Public Decision Making 

Governments generally use cost benefit analysis to evaluate 

alternative applications of public funds (Musgrave & 

Musgrave, 1984, p. 209) . Cost benefit analysis consists of 

the summation of the costs and benefits that flow from an 

alternative, which result in either a net benefit or net 

cost . The decision rule is to adopt the alternative that 

maximises the public benefit. This normative decision rule 

is based on the Utilitarian doctrine of J. Bentham and J. S. 

Mill (Shaw & Barry, 1989, p. 55) . The decision rule in 

Utilitarianism is to adopt a course of action that results 

in a maximization of net benefit to the majority in 

society. 

Costs and Benefits may be real or pecuniary. Real costs and 

benefits may be: direct, indirect, tangible, or intangible . 

Real costs and benefits are those that directly effect 

individuals. Pecuniary costs and benefits change market 

values of assets as a result of the alternative taken. 

Tangible costs and benefits are those to which a monetary 

value can be placed, while intangible costs and benefits 

are those that do not have monetary values. In the context 

of the arts, real costs would be government funding, while 

real benefits would be employment. Intangible benefits 

would be things like the aesthetic value, national 

prestige, and cultural ambience . 
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It  i s  important f or arts advocates to be aware o f  the 

methods from whi ch e conomi sts use to eva l uate pub l i c  

bene f i t  from the a l l ocat i on o f  government funds . Cost 

bene f i t ana l ys i s  i s  a framework from wh i ch arguments for 

the pub l i c  patronage of arts i s  made . 
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3.6 The Theory of Public Choice 

The provision of public goods involves some form of value 

judgement. The framework from which these value judgements 

are based is philosophical. Liberalism is an appropriate 

philosophy to discuss in the context of Australian 

political economics. Horne (1988, p. 4) describes Australia 

as a liberal democracy. The fundamental tenets in 

liberalism are : individualism, pluralism of values, the 

importance of rights, social contract theory, and equality 

of the citizen. These tenets provide the framework for the 

government's economic and political decisions. (Sugden, 

1981, p. 10) This is particularly relevant in respect to the 

value judgements taken in the decisions to provide public 

finance for merit goods, such as the arts. 

Individualism, is where, what is good for the individual 

is good for society . Pluralism of va lues means that there 

is no absolute truth, we accept that those with different 

values to our own are neither ignorant or irrational. The 

importance of rights means that the individual has a right 

to be free from the interference of others. Social contract 

theory implies that the collective decisions of majority 

rule are right, only if it can be said that everybody had 

the choice to participate or not in the system of voting. 

Equality is where everyone's values and rights are treated 

equally. (Sugden, 1981, p. 10) 
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Sugden descri bes two mode l s  o f  va l ue judgements i n  pub l i c  

cho i ce theory : The End State Mode l ,  and The Procedura l 

Mode l ( 1981 , p.11 ) .  The End State Mode l bases i ts 

j ust i f i cat i on o f  an argument on the resu l t i ng end s tate. 

For examp l e , the obj e ct ive o f  pub l i c  fund i ng f or the arts 

( end state ) may be more important than the democrat i c  

system o f  vot i ng ( procedure ) ,  whi ch may resu l t  i n  no pub l i c  

arts fundi ng. The fo l l owi ng examp l e  wi l l  show the l og i c  i n  

s imp l e  notat i on :  

Va l ue j udgeme nt : x shou l d  do y and not z .  

Fact : the exi st i ng state i s  a .  

Imp l i cat i ons : I f  x does y, thi s  wi l l  l ead to e nd state b, 

a l ternat ive ly , i f  x does z, thi s  wi l l  l ead to end state c .  

Premi se : End state b i s more des irab l e  than e nd state c .  

Conc l us i on : x shou l d  d o  y. 

The Procedura l Mode l bases i ts just i f i cat i on of an argument 

on the procedure by whi ch the a im i s  ach i eved . An examp l e  

i s  where the pub l i c  fund i ng o f  the arts i s  des irab l e. The 

process  of  a democrat i c  vot i ng process  ( procedure ) may not 

resu l t  i n  the arts be i ng pub l i c ly funded ( end state ) .  It i s  

more important , however ,  to abi de by the democrat i c  process 

than it i s  to att a i n  our object ives ( end state ) .  The 

f o l l owing examp l e  wi l l  show the l og i c  i n  s imp l e  notat i on : 
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Value Judgement: x should do y and not z .  

Fact *1: The procedure for achieving y 

outcome (end state) of y is b .  

Fact *2: The procedure for achieving z 

outcome (end state) is g. 

Premise 1: b is an undesirable outcome, 

a desirable outcome. 

is a, and the 

is f, and the 

whi 1st g is 

Conclusion: It is imperative to use procedure a, even 

though it results in an undesirable end state b. This is 

because it is more important that the desirable outcome g .  

Both models have different approaches to the reasoning for 

value judgements . The End State Model essentially 

disregards the means of achieving an aim, whilst the 

Procedural Model subordinates the end state to the 

procedure by which the end state is achieved. Both 

approaches provide a framework in which decisions can be 

made. There are implications for the arts subsidy debate, 

as the following hypothetical examples illustrate: 

End S'tate Model : Arts funding is imperative since it 

results (end state) in net public benefits , irrespective of 

the fact that the majority of voters may think that the 

way (procedure) of allocating funds (public decision makers 

value judgements for arts subsidy on their behalf) is 

undesirable. 
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Procedural Model : Arts funding is not justified because 

the system of voting shows that voters do not think it a 

public good, and vote for governments which do not fund the 

arts (democratic procedure) . The democratic process may be 

held as more important than the net public benefits (end 

state) that may be generated by the arts. 
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3.7 Input-Output Analysis 

The economist Wassily Leontief is primarily responsible for 

the recent development and application of Input-Output 

(I-0) analysis. In 1973 , he was awarded the Nobel prize for 

his contribution to I-0 analysis (Port Authority of New 

York and New Jersey and Cultural Assistance Centre Inc [PA 

of NYNJ & CAC] , 1983, p. Al) . 

I-0 analysis involves the compilation of I-0 tables. These 

tables are basically a mathematical matrix showing the 

relationship between productive sectors of an economy. The 

tables are the basis for a calculus of coefficients. One of 

these coefficients is a multiplier. I-0 tables show the 

economy disaggregated into economic sectors, and quantifies 

the transactional relationship between them. I-0 tables are 

not unlike a balance sheet snapshot of the economy (Jensen 

& West, 1986 , p. 3) . I-0 tables are taken from the 

Accounts, and show the National 

different sectors of the economy, 

sales and consumption. 

relationships between 

identifying patterns of 

I-0 analysis can be used to identify the economic impact of 

an industry on different sectors in the economy. Jensen and 

West (1986) define an economic impact as "The effect of a 

change in an economic entity on the economy in question. " 

(p. 4) 
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North { 1982 , p . 3 )  shows there are three ma i n  methods from 

wh i ch to  quant i fy an  e conomi c impact .  

1 )  Keynes i an Mu l t i p l i er Ana lys i s  

2 )  The Export Base Mode l 

3 )  I nter-Industry Ana l ys i s  

The app l i cat i on o f  I-0 ana l ys i s  a l l ows fore cast i ng o f  the 

e conomi c e f fect  o f  a g iven change i n  the e conomy .  Thi s  i s  

the e conomi c  impact . 

For examp l e ,  I-0 ana lys i s  can be used to  est imate the 

e f fect  that the estab l i shment o f  new a i rcraft  i ndustry wi l l  

have on i nput i ndustri es such as : a l umi n i um ,  g l ass , pa i nt , 

a i rcraft  i nstrume nts , and the l ike . Another examp l e  i s  the 

est imat ion  o f  the e f f e cts that a decrease i n  i ron ore sa l e s  

wi l l  have o n  the who l e  economy ,  o r  spec i f i c sectors such 

as , m i n i ng e qu i pment and exp l os ive s  sa l es . 

I-0 ana lys i s  i s  an  important too l i n  reg i ona l e conomi c 

p l ann i ng and po l i cy deve l opment. I -0 ana l ys i s  may become 

cruc i a l  i f  i t  i s  important to know what wi l l  be the e f fe ct 

from a change i n  one sector , 

economy . 
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3. 7. 1 Input-Output Analysis: Assumptions 

The following assumptions in I-0 analysis are important to 

consider when multipliers are used on two counts. Firstly, 

some limitations of multipliers are observed when 

considering the homogeneity and linearity assumptions. 

Secondly, the type of multiplier used is dependent on the 

choice of an open or closed I-0 model, with direct or 

indirect allocation of competing imports. 

Some basic assumptions used in I-0 analysis are homogeneity 

and linearity (Australian Bureau of Statistics ( ABS ] ,  

1 9 9 0 , p. 141) . Since economic sectors have to be grouped 

together, an assumption is made about their common 

characteristics. Aggregated sectors are assumed to be 

homogenous. As aggregation is enlarged, homogeneity of the 

sectors is less likely to hold true. Conversely, the 

disaggregation of economic sectors would imply that 

homogeneity would be more likely to hold true. 

Disaggregation of the economy is desirable. A trade-off, 

however, must be made between the accuracy, time, and cost 

of compiling I-0 tables. 

For example, the aggregation of the Entertainment and 

Recreational Services sector in the economy includes 13 

classes of activities, 

production to lotteries. 

ranging from 

One class is 

motion picture 

live theatre, 

orchestras and bands. Deck Chair and Spare Parts Puppet 
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Theatre would be best represented in this class. The 

homogeneity assumption holds that these activities are 

closely related, and therefore will be similar. This means 

that a $100 million increase in final demand , will have the 

same effect on each of these 13 classes of activities, 

without regard to individual differences between them. As a 

sector is disaggregated, the assumption would be more 

accurate, but become more expensive to compile. As the 

aggregation is enlarged, it would become less accurate, but 

a less expensive to compile . 

The second assumption is that 

known as proportionality. 

of linearity, or otherwise 

This assumes that the 

transactional relationship between economic sectors holds 

constant over time. This means that a change in one 

sector's output will result in a proportionally identical 

change from other input sectors. The linearity assumption 

does not account for economies of scale, input substitution 

and mix, or technology changes . For example, if there is a 

20% increase in locally produced vehicle sales, this will 

translate into a 20% increase in input industries to 

vehicle manufacture, such as: glass, plastics , tyres, cloth 

trim, and the like. 

I-0 analysis requires an assumption to be made as to 

whether the model (I-0 tables) is closed or open. Coughlin 

and Mandelbaum (1991, p. 21) say that the choice is 

arbitrary. A closed model treats household as an part of 
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the productive sector of the economy. This means that 

household re-spending contributes to the multiplier effect . 

An open model treats household consumption as part of final 

demand , that is exogenous to the productive economy. This 

means that household re-spending is considered a leakage, 

and dos not contribute to the multiplier effect (Coughlin & 

Mandelbaum, 1991, p. 21) . 

The treatment of imports is another important assumption in 

I-0 analysis . There are two types of imports: competing, 

and complimentary. Competing imports exist where locally 

produced goods are a substitute for the imported good. 

Complimentary imports are where there is no locally 

produced goods that are a substitute for the imported 

product. 

The treatment of imports requires the researcher to decide 

whether to use a direct allocation of competing imports, or 

an indirect allocation of  competing imports . Direct 

allocation of imports is appropriate where the researcher 

has reason to believe that there are a lot of competing 

imports in the economic sector under investigation. 

I ndirect allocation of imports is appropriate where the 

researcher has reason to believe that competing imports are 

negligible or do not exist in the sector being examined. 
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The calculations can be made proportionally , depending on 

the mix of competing and complementary imports. (ABS , 

1990, p.138) 

For example, Deck Chair and 

produce live theatre locally. 

Spare Parts Puppet Theatre 

If there is not a lot of 

competing imported products (live foreign theatre shows) 

that the theatres have to compete with, the appropriate 

multipliers would be taken from the I-0 tables that account 

for an indirect allocation of competing imports. (I.Bobbin, 

personal communication, October, 1992) . 

3.7 .2 Input-Output Tables: Multipliers 

As part of this research study relies on the application of 

an economic multiplier , it is appropriate to discuss the 

concept. An income multiplier is a coefficient that shows 

the effect that an initial injection of income in a region 

has on total income for that region. The initial increase 

in income results in a multiplied increase in income. This 

is because the output of one sector is the input of another 

sector , as detailed in I-0 tables. The re-spending of 

income results in an increase in income for others , and the 

effect is repeated. This is known as the ripple effect 

(Jensen & West, 1986, p.48) . There are direc t, indirec t ,  

and induced effects. 

repeated until the 

These effects, known as flow-ons , are 

change from the original increase in 
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i ncome becomes i ns i gn i f i cant . The amount o f  thi s  i ncrease 

is expressed as a mu l t i p l e  ( a  coe f f i c i ent ) o f  the i n i t i a l  

f igure , hence i t  i s  c a l l ed a mu l t ipl i er ( Cwi , 1 981 , p . 15 ) . 

For examp l e , an i n i t i a l  i nj e ct i on o f  i ncome i nto  the 

regi ona l e conomy o f  Fremant l e  may be caused by a 

i nternat i ona l arts fest iva l . The i nject i on may be $ 12 

mi l l i on . Loc a l  bus i ness such as hote l s ,  theatre s , and 

restaurants may d i rect ly bene f i t  from the expend i ture o f  

tour i sts  that v i s i t  the reg i on t o  see  the fest iva l . These  

bus i nesses wou l d  i n  turn i ncrease the i r  purchases  of  

supp l ie s  to  cope  w i th the  i ncreased demand . The same 

i ncrease i n  sa l es i s  expe r i enced by the supp l i ers o f  the 

l oca l bus i ne s s . And i n  both cases , i ncreased emp l oyment may 

generated for emp l oyees . 

Thi s  e f fect  i s  cont i nued throughout the reg i ona l economy 

unt i l  the e f fect  i s  i ns ign i f i cant . Th i s  i s  because , i n  each 

success ive case , the mu l t i p l i er e f f e ct i s  dimi n i shed 

because some of the i ncome i s  saved and some spent . Th i s  

depends o n  i ndividua l ' s  prope ns i ty to  save and consume . The 

tota l e f fect  o f  the or i g i na l  $ 12  mi l l i on may have grown 

i nto  $ 18 mi l l i on expendi ture i n  Fremant l e . Th i s  wou l d  imp ly  

an i ncome mu l t i p l i er of  1 . 5 ( 18/ 12 = 1 . 5 ) . 

The ma i n  types o f  mu l t i p l i er coe f f i c i ents are : i ncome , 

output , and emp l oyment . They are der ived from the I-0 

tab l es i n  the Nat i ona l Accounts . Emp l oyment mu l t i p l i ers are 
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derived from the same. If the dollar value of the output of 

one sector can be related to its level of employment , then 

an initial change in one sector ' s  employment can be 

translated into a change in employment in another sector 

(Coughlin & Mandelbaum, 1991, p. 24 ) .  

A hypothetical example follows. If we know that for every 

$1 million of revenue in the performing arts, this results 

in 12. 6 jobs generated in all other sectors of the economy, 

that are inputs to performing arts (scenery makers, 

writers, technicians and the like ) .  One of these sectors, 

may be theatre lighting services. This accounts for 0. 3 of 

the total 12. 6 jobs per $1 million of sales. If revenue for 

the performing arts had increased by $5 million, this would 

translate into 63 (5 times 12. 6 )  jobs in all inputs, and 

therefore 1. 5 (5 times 0. 3 )  jobs being generated in the 

theatre lighting services industry. 

In the Australian National Accounts, the treatment of 

employment multipliers is to identify a series of effects 

from an initial change in income. These are: initial 

effects, first round effects, industrial support effects, 

production induced effects, and consumption induced 

effects. These effects are summed to yield the relationship 

between the total effect and the initial effect, which 

as described earlier, is a multiple of the initial change. 

5 9  



There are four d ifferent types of multiplier coefficients, 

the choice from wh ich is  dependent upon certain 

assumptions . These are Types: 1A and 1B ,  2A and 2B . Type 1 

multipl iers assume an open model of the economy , and 

therefore d isregard the consumption induced effects 

(flow-on effects) from household consumption . Type 2 

multipl iers assume a closed model of the economy, and 

account for these flow-on effects . (ABS, 1991 , p . 10) 

Type A mult ipliers account for the total effects: initial 

effects , f i rst round effects, industr ial support effects , 

and consumption i nduced effects . The type B accounts for 

all the effects in the type A, less the initial effect . 

(ABS, 1991, p . 10) 

For example, 

effects of a 

if the researcher is  interested in the total 

$1 m illion increase in income in the l ive 

the total employment theatre sector, and 

generated from th is 

sector itself) , the 

wanted to know 

increase ( includ ing the l ive theatre 

appropriate multiplier would be the 

type A .  If on the other hand, the researcher only wanted to 

know the effect on employment on all other industr ies 

outside of the live theatre sector (not including l ive 

theatre itself) , the appropriate multiplier would be a type 

B .  An example calculation expla ins . A $1 , 000 increase in 

output of the l ive theatre sector is directly responsible 

(in l ive theatre sector) for 0 . 018 jobs ( init ial effects) . 

This change gives r i se to, 0 . 005 jobs in the first round 
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effects , 0 . 0 03 j obs i n  the industrial support effects . 

The sum o f  the f i rst round and i ndustr i a l  support e f f ects 

is the production induced effects ( 0 . 005  + 0 . 0 03 = 0 . 008) . 

0 . 0 07 

effects . 

jobs are generated by the consumption induced 

The tota l effect i s  that the $ 1 , 00 0  change i n  

i ncome resu l ts i n  0 . 033 jobs be i ng generated ( 0 . 0 18 + 0 . 0 05 

+ 0 . 0 03 + 0 . 0 0 7 ) . F igure 1 shows the e f fects  i n  a d i agram . 

F igure 1 .  The Mu l t i p l i er e f f e ct on emp l oyme nt . 

Supp l i ers 
L i ve Scenery to  Scenery 
Theatre - >  Bui l ders - >  Bui l ders - >  Househo l ds 

0 . 0 18 + 0 . 0 05 + 0 . 003 + 0 . 007  
Jobs Jobs Jobs Jobs 

I n i t i a l  F i rst  Round I ndustri a l  Consumpt i on 
Ef fects  E f f e c t s  Support Induced 

Ef fects  E f f e cts  

The mu l t i p l i er e f fect  ( type 2A )  i s  1 . 833 ( 0 . 033/0 . 0 18 ) . 

However , i f  we on ly  want to  know the mu l t i p l ier  e f fects  

outside the l ive theatre sector , use  the type B mu l t i p l i er 

and d i sregard the initial effects ( 0 . 0 18 ) . 

The Type B mu l t i p l i er i s  0 . 833 ( ( 0 . 033-0 . 0 18 ] / 0 . 0 18 ) . 

For a more deta i l ed  examp l e  o f  the ca l cu l at i on for a type 

2B emp l oyment mu l t i p l i er ( se e  Append i x  12 ) . 
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4.0 Methodology 

4.1 Research Design 

This is a descriptive research design. A computation has 

been developed to quantify the amount of employment 

generation as a result of 

arts organisations : Deck 

Theatres. 

government funding to two local 

Chair and Spare Parts Puppet 

4.2 Operational Definitions 

A Full-Time Job 

52 weeks of paid work within a 12 month period , consisting 

of: 5 days per week , 8 hours per day , 40 hours per week , 

2, 080 hours per annum. 

Direct Employment 

This includes persons on the theatre payroll (Artists & 

Support , 

but who 

Production & Venue) , and those not on the payroll 

contract their artistic services that directly 

contribute to a production 

this study, contracting 

or an artistic performance. In  

artists include : Production 

Designers , Music Composers , Writers, and Choreographers. 

I ndirect Employment 

Excepting those contracting artists specified in the 

definition of direct employment , indirect employment is: 
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those persons not on the theatre payroll, and who are 

employed outside of Deck Chair and Spare Parts Puppet 

Theatre, as a result of the multiplier effect. This 

includes all direct and indirect suppliers to the theatres. 

For example, scenery builders, suppliers to scenery 

builders, printers and printer suppliers, lighting hire 

services, and theatrical lighting manufacturers. 

The following definitions are consistent with the Australia 

Council's 1993 Application for Government Assistance 

Schedules. 

Artists and Support 

(full-time, part-time, casual, short-term contract) 

Performing Artists: Persons on the theatre payroll, 

directly involved in an artistic performance activities, 

including : musicians, actors, dancers, puppeteers. 

Support Artists : Persons on the theatre payroll, not 

directly involved in an artistic performance, including : 

Dramaturgs, Music Composers, Directors, Choreographers, 

Production Designers. 

Production and Venue : Persons on the theatre payroll 

involved in technical, production, backstage, box office, 

and support areas of theatre (including front of house) . 
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Administration and Marketing 

(full-time , part-time) 

Administration and Marketing: Persons on the theatre 

payroll , engaged in administrative and marketing work. 

Contract Artistic Services 

Persons not on the theatre payroll, including: Production 

Designers , Music Composers , Writers , and Choreographers. 

Contracting Artistic Services is where payment is made to 

individuals for original work directly contributing to a 

production or an artistic performance (cited as : Fees , 

Scores and Scripts in the Australia Council Application for 

Government Assistance schedules) and that are not 

categorised as either: Artists and Support , Administration 

and Marketing. 

Government Funding 

Government funding refers to all levels of Australian 

government: Federal , State , and Local. This means grants 

from the Australia Council and Department for the arts. 

Funding from statutory authorities is ignored because it 
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represented an  i ns i gn i f i cant proport i on of  tota l government 

grants over the research per i od ( see Append i x  1 7 ) . 
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4 .3 Data Collection 

The definition of a fu l l -time Job was established through 

discussion with the theatre managements and the relevant 

union , The Media , Entertainment and Arts Alliance. 

The employment multiplier was taken from the Australian 

Bureau of Statistics' (ABS) National Accounts Input-Output 

Tables for 1986-87 (ABS, 1991 , p.6) . The relevant 

coefficient is 1.667 (see Appendix 12) . 

The employment expenditure of Deck Chair and Spare Parts 

Puppet Theatres for: Artist and Support , Administration and 

Marketing , Contract Artistic Services , was taken from the 

financial schedules of the Australia Council Application 

for Government Assistance forms for the respective calendar 

years : 1989 , 1 9 90 , 1991. 

The employment data was aggregated directly from the pay 

sheets from each theatre. The methodology was as follows: 

Step 1 

Employment was segregated into: 

Artist and Support 

Administration and Marketing 

The total amount of employment was calculated by summing 

the number of weeks , days , and hours. Weekly payments 

consisted of a seven day period. Care was taken so as not 
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to confuse fortni ght ly  payments with week l y  payments , and 

payments of  l ess  than a week wi th week ly  payments , by 

re f erence to  the dates  and the per i ods between payments . 

Step 2 

In  the case o f  casua l and part-t ime work where the do l l ar 

amounts were known , but the per i od o f  emp l oyment or rate of  

pay per  hour were unknown , a subst i tute rate per hour was 

used . Thi s  was a representat ive rate per hour taken from 

the re l evant uni on award for the category o f  emp l oyment . 

Payments were d ivided  by thi s  surrogate rate to ca l cu l ate 

an e f f e ct ive per i od of emp l oyment ( se e  Appendi x  1 ) . 

Step 3 

The tota l emp l oyment for Art i st and Support , Admi n i strat i on 

and Market i ng i n  weeks , days , and hours was reca l cu l ated 

i nto tota l hours by mu l t i p l y i ng weeks by 40 hours , and 

days by 8 hours . Thes e  were added to the ba l ance o f  hours . 

Thi s  y i e lded tota l hours o f  emp l oyment generated for the 

research per i od : 1 989 , 1 990 , 1 991  ( see  Append i ces  2 and 3 ) . 

Step 4 

The emp l oyment category o f  Contract Art i st i c  Servi ces  was 

ident i f i ed from i ndividua l emp l oyment contracts and the 

contract expend i tures i n  the Austra l i a Counc i l  App l i cat i on 

for Ass i stance schedu l es , c i ted as : fees/scores and 

scripts. Groups were categori sed on the bas i s  of  the type 

of  work done . The f o l l ow i ng categor i e s  were used : 
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Production Designers, Music 

and Writers . The objective 

Composers, Choregraphers, 

was to recalculate all the 

contracts back into weeks of employment generated. 

I n  cases where a time period for the contract was 

specified, this was regarded as the term of employment. I n  

cases where no time period was specified , however , a 

substitute weekly rate was established for each type of 

employment group ; Writers ( see Appendix 9) , Production 

Designers 

payments 

and Composers ( see Appendix 4) . These contract 

were divided by this substitute rate in order to 

recalculate the contracts into weeks of work generated. The 

total employment for the Contract Artistic Services 

category was recalculated from weeks and days into total 

hours by multiplying weeks by 40, and days by 8 ( see 

Appendices 2 and 3) . 

Step 5 

The total hours of employment for each category : 

Artist and Support 

Administration and Marketing 

Contract Artistic Services 

were summed to yield total hours of employment over the 

research period. This figure was divided by 2, 080, the 

total hours for a full-time job over one year, to yield the 

total number of equivalent full-time jobs . ( see Appendices 

2 and 3) . 
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4.4 Measuring Instrument 

The measur i ng i nstrument i s  The Government Arts Funding -

Employment Ratio . Thi s  computat i on ca l cu l ates government 

fundi ng to Deck Cha i r  and Spare Parts Puppet Theatre that 

trans l ates i nto equiva l ent fu l l -t ime emp l oyment. The 

computat i on i s  presented i n  two vers i ons f or each theatre 

company. 

The f irst vers i o n  accounts for direct and indirect 

emp l oyment by the i nc l us i on o f  an emp l oyment mu l t i p l i er .  

The second vers i on on ly  accounts for d irect  emp l oyme nt , and 

does not i nc l ude the mu l t i p l i er . Both vers i ons are 

pres ented i n  the emp l oyment categor i e s : Art i st and Support , 

Admi n i s trat i on and Marke t i ng ,  Contract Art i st i c  Servi ces , 

and t ota l emp l oyment , as we l l  as presented for each o f  the 

f o l l owing peri ods : 1 989 , 1 990 , 1 99 1 , and 1 989-1 991 . The 

f o l l owi ng are the vari ab l es : 

Var i ab l es 

E1
= Tota l emp l oyment expendi ture on the Art i sts  and 

Support emp l oyment category . 

E2
= Tot a l  emp l oyment expendi ture on the Admi n i strat ion 

and Market i ng emp l oyment category . 

E3
= Tota l emp l oyment expendi ture on the Contract Art i st i c  

Servi ces  emp l oyment category . 

E4= Tota l emp l oyment expend i ture ( E1 + E2 + E3 ) 
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A1 = E quival ent f ul l -time jobs in the Artist and Support 

employment category. 

A2= Equival ent  fu l l -time jobs in the Administration and 

Marketing employment category. 

A3= Equival en t  fu l l -time jobs in the Contract Artistic 

Services employment category. 

A4= Equival ent  ful  1 -time Jobs , total employment. 

B= An adjusted ABS Type 2B employment multiplier (B = 

1. 667 ) for the Ent er tainment and Recreational 

Services Sector *. Australian Standard Industrial 

Classification [ ASIC] code : division L ,  subdivision 

91 , classes: 9131-9144. 

* See section 4. 4. 2. 4 for explanation . See a l so 

appendix 1 2  for the me thod of adjustmen t. 

Government funding contribution per equiva 1 ent 

ful l -time Job : Artist and Support. 

Y2= Government funding contribution per equival en t  

ful l -time job : Administration and Marketing. 

Government funding contribution per equival ent  

ful l -time job : Contract Artistic Services . 

Government funding contribution per equival ent  

fu l l -time job : total employment. 
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Total number of 

represent direct 

equivalent full-time jobs that 

and indirect employment in the 

Artist and Support employment category. 

X2m= Total number of equivalent full-time jobs that 

represents direct and indirect employment in the 

Administration and Marketing employment category. 

X2m= Total number of equ i valent full-time jobs that 

represent direct and indirect employment in the 

Contract Artistic Services employment category . 

X4m= Total number of equivalent full-time jobs that 

represent direct and indirect employment . 

Total number of 

represent direct 

equ i valent 

employment 

Support employment category. 

full-time jobs that 

in the Artist and 

X2
= Total number of equ i valent full-time jobs that 

represent direct employment in the Administration 

and Marketing employment category. 

X2= Total number of equ i valent full-time jobs that 

represent direct employment in the Contract Artistic 

Services employment category. 

X4= Total number of equ i valent full-time jobs that 

represent direct employment . 

One equivalent full-time job in the Artist and 

Support employment category . 

One equivalent full-time job in the Administration 

and Marketing employment category . 
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One equiva l en t  ful l -t ime .Job i n  the Contract 

Art i stic  Services employment category . 

One equiva l ent  fu l l -t ime .Job, total employment. 

F igure 2. 

The Government Arts Funding-Employment Rati o. 

Vers i on 1: (wi th  mu l t ipl i er) 

En/ ( An . B )  = En / Xnm = )  Yn : Xn� 

Vers i on 2: (wi thout mu l t ipl i er) 
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4 . 4 . 1  Re l iabi l i ty 

The definition of a full-t i me job may change over time, in 

accordance with changes in the market for labour, this 

may effect the rel iability of this instrument. 

Coughl in and Mandelbaum (1991, p. 26) warn the researcher 

that the reliability of multipliers may be suspect because 

they don ' t  take account of longer-term econom ic 

restructuring. They are short term in  nature. For example, 

changes in technology can cause, f irst, a change in 

productivity ,  and accordingly the amount of labour used in 

the process. Second, changes in productiv ity of one 

industry that may cause the amount of labour in another 

related industry to change. Each factor will mean that the 

employment mult iplier w ill become dated over t ime. 

In practice , however , the calculus for generating 

multipliers, I-0 Tables, are an expensive and time 

consum ing task to comp ile. It is not undertaken all that 

often. As a result , the latest multipliers are not always 

available (Coughlin & Mandelbaum , 1991, p . 26) . This 

study intentionally uses the 1986-87 ABS Entertainment and 

Recreational Services employment mult iplier in the context 

of 1992, for the purpose of demonstrat ing the d ifferences 

that w ill arise with its use. The reliab il ity of a 

mult iplier computed 7 years ago is  used with appropriate 

caution. 
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4 . 4.2 Validity 

4 . 4 . 2.1 Comparison with official data 

The most practical way to validate the number of equivalent 

full-time jobs that are derived from this study, is to 

compare the results against the estimates given in the 

schedules of the Australia Council Application for 

Assistance schedules . This can be done only for the Artist 

and Support, Administration and Marketing employment 

categories, because the Contract Artistic Services category 

is not accounted for in the schedules . This comparison is 

made because in this study the jobs were calculated by 

direct reference to pay sheet data, and not the Australia 

Council schedules. Because this study accounts for the 

amount of part-time employment, while the Australia Council 

schedules account for the number of part-time positions 

held, not the amount of employment, a small variation, +10 

percent, was expected . 

A comparison was made between the number of equivalent 

full-time jobs as shown in the Australia Council schedules 

and the results of this study, together with the percentage 

deviation from the official estimates . Data sets from both 

theatres were aggregated . Over the research period, 

1989-1991, this study shows that 20 . 7  full-time jobs were 

generated, against 18 . 9  jobs in the official estimates . The 

deviations in the Administration and Marketing category are 
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within  reasonable limits ,  ranging from plus 5 to plus 13 

percent (see Append ix 5) . 

The deviation of results in  the Artist and Support category 

is unexpectedly large. The range is from minus 7 to m inus 

61 percent, which suggests that the official estimates 

overstate employment. In 1990 and during 1989-1991 the 

largest deviations occur, minus 61 and 38 percent 

respect ively. Translated into numbers of jobs, this means 

13 versus 33 in 1991 and 44 versus 72 in 1989-1991 (see 

Append ix 5) . As a precaution ,  all raw data was 

double-checked for errors, and all spreadsheet formulae 

used to calculate the f inal results were re-checked. No 

calculation errors were found. 

One way to put these d ifferences in perspective, is to 

compare the cost per equivalent full-time job , ignoring the 

effects of the employment multipl ier. A comparison of the 

cost per job , between the study and the official results is  

made. For 1989-1991 , this study shows that the cost per 

job was $31, 029, while official estimates show $19, 062 

(see Append ix 6) . The study result is congruent with yearly 

incomes typical of those sighted in  the pay sheets. This 

suggests that the study results represent a more real istic 

est imate , which supports the validity of the measurement 

used in th is study. 
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4.4.2.2 Non-government funding ignored 

The Government Arts Funding-Empl oyment 

does not account for the proportion 

funding and box office revenue that 

Ratio computation 

of non-government 

contributes to 

employment generation. The assumption is made because 

government funding over the research period accounts for 71 

percent of total revenue. I t  is reasonable to consider that 

in the absence of government funding, therefore, the 

organisations would in all probability cease operation . 

4 . 4. 2.3 The emplovment multiplier : assumptions 

The employment multiplier used in version one of the 

computations is a type 2B , derived from the 1986-87 I-0 

tables (ABS, 1991, p. 6) . The choice of this multiplier is 

based upon certain assumptions as follows : 

The use of a type 2 multiplier assumes a closed model of 

the economy (derived from the I-0 tables) . This assumption 

is supported by Jensen and West (1986 , p. 53) , who believe 

that most I-0 analysts prefer to make this assumption when 

using multipliers .  

The use of the type B multiplier assumes that we want to 

know the employment generation effects outside the economic 

sector in question. This will show the increase in the 
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number of jobs in all other sectors of the economy ,  as a 

result of an increase in one job in the Entertainment and 

Recreational Services sector of the economy. 

The employment multiplier used assumes an indirect 

a l location of competing imports. This means that there are 

no competing imports, that can directly substitute the 

goods and services being examined. In this case , live 

theatre performances. 

4.4.2.4 Definition of direct employment 

Archer (cited in Mitchell & Wall, 1989) points out that 

there are alternative ways to define primary and secondary 

impacts in an economic impact analysis . Mitchell and Wall 

(1989 , p. 32) treat d irect employment as jobs created within 

the organisation in question , and indirect employment as 

jobs created as a result of the existence of direct 

suppliers to the cultural organisation, and those 

(indirect) suppliers ,  who supply the direct suppliers. 

If this view is taken, the employment category of 

contracting 

employment. 

contracting 

artists 

However, 

would 

this 

be considered 

study adopts 

as 

the 

indirect 

view that 

artists should be represented in direct 
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emp l oyment . Thi s  i s  done because i t  i s  f e l t  that 

contrac t i ng art ists  f orm an i ntegra l part o f  the emp l oyment 

structure at the two theatres under i nvest i gat i on . 

Thi s  treatment of  d i rect  emp l oyment . means that the 

emp l oyment mu l t i p l i er shou l d  be adjusted. The ABS type 2B 

Emp l oyment mu l t i p l i e r  i s  ca l cu l ated by summ i ng : the first  

round effects ,  the industrial support effects ,  and the 

consumption induced effec ts. Us i ng th i s  method , contract i ng 

art i sts wou l d  be cons i dered the f irst round e f fects . To 

avo id  doub l e  count i ng o f  the mu l t i p l i er e f fect , an 

adjustment must be made by subtract i ng the f irst round 

e f fects  from the ca l cu l at i on ( see Append i x  12 ) .  

Thi s  adjustment o f  

contrac t i ng art i sts 

the mu l t i p l i er presupposes that 

cons t i tute the tota l e f fe cts i n  the 

f irst round . Thi s  i s  not true , as i t  ignores other i nputs 

such as scenery supp l i ers , stat i onary supp l y ,  and other 

d i rect  supp l i ers to the theatre s . The v i ew i s  taken that i t  

i s  pre ferab l e  t o  understate ,  rather than overstate the 

mu l t i p l ier  e f fect  by doub l e  count i ng the e f fects  from 

contrac t i ng art i sts , who i n  thi s  case , represent a l arge 

part o f  the f i rst round e f f ects . 
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4. 5 Data Ana lys is 

4.5. 1 Procedure for Computation 

There are two versions of The Government Arts Funding -

Employment Rat io for each theatre . Version one, accounts 

for direct and indirect employment . Version two, accounts 

only for direct employment . Note that version one includes 

the employment multiplier in the denominator . The procedure 

for computation is as follows : 

Step 1 (variable En) 

Total employment expenditure for each employment category: 

Artist and Support, Administration and Marketing, Contract 

Artistic Services, and total employment is taken from the 

income and expenditure statements of Deck Chair and Spare 

Parts Puppet Theatre ( see Appendices 7 and 8) . 

Step 2 (variable An) 

The employment for each category , as described in step 

1, is calculated by dividing the aggregate of hours of 

work by 2, 080 to yield the number of equivalent full-time 

jobs for each category (see Appendices 2 and 3) . As noted 

2, 080 hours represents 

equivalent full-time 

the duration of 

job over a 
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Step 3 (var i ab l e  B )  

Thi s  var i ab l e  re l ates  on ly t o  vers i on 1 .  The number o f  

equiva l ent f u l l -t ime j obs for each emp l oyment category 

( var i ab l e  An ) i s  mu l t i p l i ed by 1 . 667 . Thi s  i s  the adjusted 

ABS emp l oyment mu l t i p l i er f or the Enterta i nment and 

Recreat i ona l Servi ces  sector . 

Step 4 ( var i ab l es : Xnm,  Xn ,  E n ) 

From the resu l t s  i n  Step 3 ,  X nm i s  the number o f  e quiva l ent 

fu l l -t ime j obs that represents d i rect and i nd i re ct 

emp l oyment ( for vers i on 1 ) . Xn i s  the number o f  equiva l ent 

fu l l -t ime j obs that represents on ly  d i rect emp l oyment ( for 

vers i on 2 ) . En i s  d i v i ded by Xnm ( vers i on 1 ) , and En by Xn 

(vers i on 2 )  to  y i e l d  the government fund i ng c ontr i but i on 

per equiva l ent f u l l -t ime j ob i n  each emp l oyment category . 

Step 5 (var i ab l es : Yn , Xne )  

Yn i s  the government fundi ng cont r i but ion  per equiva l ent 

fu l l -t ime job . When  Y n and Xne are both d ivided by Xne , 

th i s  y i e l ds a rat i o  o f  government fundi ng ( Yn ) that 

trans l ates i nto one e quiva l ent fu l l -t ime j ob C Xne ) .  
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4.6 Limitations 

The Government Arts Funding-Employment Ratios rest upon 

certain assumptions. Some limitations are discussed. 

4. 6. 1 Substitute Rates of Income 

The employment category of Contract Artistic Services 

presented some difficulties as some contracts only 

specified payments, and made no reference t o  periods of 

employment. A survey of professions would identify a 

representative rate of income for work done in each field. 

This was not conducted because theatre management felt that 

it may be a sensitive issue , and such an enquiry would be 

met with a low response. I t  was agreed that a survey of 

incomes would not be done. I n  this case, a substitute rate 

of income had to be derived to calculate the effective term 

of employment , and applied across these professions. 

Union awards do not apply to individuals who c ontract their 

services. The relevant guilds and associations, with 

exception of the Writer ' s  Guild , did not have data on rates 

of income for their members. In  the case of writers , the 

minimum rates per week for experienced wr iters in residence 

were used as an income substitute (see Appendix 9) . The 

experienced rate was used because the theatres noted that 

all writers used were experienced. I n  the other employment 
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categories , Production Designers and Music Composers , ABS 

statistics showing the average weekly earnings were used as 

substitute rate where the term of employment was unknown 

(see Appendix 4) . Of all the contracts within the research 

period, 50 percent were subject to substituted income 

estimates (see Appendix 13) . 

Both approaches have been used with caution. This is 

because the application of a substitute rate of income, to 

all members of a group , presupposes that the substitute 

would be considered a satisfactory and representative 

income by all members. The substitute rate does not account 

for the amount an individual can charge as a function of 

their expectations and professional reputation. This 

the grounds that it is the most treatment is defended on 

practical way to estimate the amount of employment , aside 

from a artist employment survey. 

I n  addition , the substitute rates for Production Designers 

and Composers are subject to limitation because the ABS 

average weekly earnings used, are an aggregate of 5 to 6 

similar types of occupations (see Appendix 14) . This 

aggregation is not sensitive to the individual differences 

between professions. 

The same issue arises 

income to generalise 

part-time employees 

when using a substitute rate of 

across the population of casual and 

in the Artist and Support, 
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Administration and Marketing employment categories. Where 

periods and rates of pay were unknown , union award rates 

were applied to the relevant types of employment (see 

Appendix 1) . The substitute rate of income presupposes no 

deviation from the award rates of pay . Where individual 

negotiation may have taken place , the substitute rate would 

result in possible inaccuracies. 

For Artist and Support employment , the category of actors 

presented no difficulties. This was not the case for the 

category of Production and Venue personnel. It was not 

possible to identify whether the payments were paid at the 

day or night rates. A mean of the two rates was taken as 

the substitute ( see Appendix 1) . 

4 . 6 . 2 Contracting Artists: Measurement Problems 

The Government Ar ts Funding-Employment Ratios shown in the 

Findings ( section 5. 0) , produced some unexpected results. 

Some of the problems are discussed. 

Some large year by year variations in the Contract 

Artistic Services category are essentially the result of 

methodological and accounting errors . To help explain this , 

a comparison has been made between: 
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Expenditure on Contracti ng Arti sts accordi ng to 

the i ncome and expend iture statements .  

The amounts of contract fees paid , together with 

the est imated weeks of employment generated . 

Large var iat i ons oc cur because the ratio computations are 

based on data drawn from the i ncome and expend iture 

statements , and i ndividual contracts . S i nce these f igures 

do not reconc ile , some rati os are b iased . Thi s  causes some 

large variations i n  the ratios tabled i n  the F i nd i ngs 

(section 5 . 0) . These problems are d i s cussed . 

There i s  an unexpectedly low ratio for Contract i ng Arti sts 

in 1989 at Spare Parts Puppet Theatre (see Append ix 10) . 

The explanati on for thi s  i s  that the number of equivalent 

full-time jobs for Contracti ng Arti sts i n  1989 was 2. 9 (see 

Appendix 2) . For the same period ,  the i ncome and 

expenditure statement shows that only $28 , 000 was expended 

on contract i ng art i sts (see Appendix 7) . 

The reason why there were so many jobs generated by such a 

small amount i s  that i n  1989 , 9 out of 11 arti st contracts 

was translated i nto per iods of employment by referri ng to 

the period of contract (see Appendix  13) . Thi s  treatment 

assumes that the per iod of contract means that the arti st 

i s  be fully employed by the theatre . It i gnores the fact 

that the contract may only const itute a port ion of the 

arti st ' s  worki ng t ime. It does not account for the fact 
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that the art ist may be working on other pro jects at the 

same t ime . The true amount of employment may have been 

overstated , result ing in unrealist i cally low rat i o  for 1989 

and acc ord ingly the whole research peri od 1989-1991 . 

A h i gh rat i o  for Contract i ng Art ists in  1991 at Spare 

Parts Puppet Theatre ( see Append ix 10) o ccurs because of 

the variat i on between the reported expendi ture and c ontract 

fees pa id ( see Append ix 15) . Here, $21, 000 was reported in 

the expendi ture statement , but only $9 , 174 and 4 weeks of a 

term contract were observed . Th is resulted in $21 , 000 being 

divided by 0 . 3  equivalent full-t ime j obs. This appears t o  

be pr imarily 

however , may 

an account ing error . 

partly contri bute 

A methodologi cal error , 

because of the problems 

w i th using subst i tute rates of income . 

For Deck Cha i r  Theatre , there were account ing problems in 

1989 and 1991 . The Contract Art ist rat i os would have shown 

zero values . This is because , according to  the income and 

expendi ture statement , $0 was expended on Contract Art ist i c  

Servi ces i n  1989 and 1991  ( see Appendix 8) . The c ontract 

fees observed , show that in 1989 and 1991 $5600 and 

$29 , 041  was expended on art ist contracts respect ively (see 

Append ix 15) . These values ( $5600 and $29 , 041) , though not 

the off i c ial expendi ture data , were used to calculate the 

rat i os in sect i on 5 . 0 ( Tables 3 and 4) and Append ix 1 1 . 
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At Deck Cha i r  Theatre , 

$65 , 520 for Contract i ng 

Appendix  11) . This  has 

an unexpected l y  high rat i o  of 

Art ists i n  1990 is noted (see 

occurred because the number of 

equiva lent fu l l -t ime j obs have been ca l cu l ated on the basis 

of $6800 s ighted in i ndividua l contracts (see Appendi x  

13) , however $12 , 600 is stated as Contract Art ist 

expend i ture i n  the i ncome and expendi ture statement (see 

Append i x  8) . Because these f igures do not match , the rat i o  

i s  overstated. 

F i na l l y ,  var i at i on i n  the Art ist and Support , and 

Adm i nistrat i on and Market i ng rat i os for Deck Cha ir  Theatre 

is d ifficu l t  to  exp l a i n. This may be due to  the app l icat ion 

of subst i tute rates of i ncome , and prob lems i n  trans l at i ng 

pay sheet data from Deck Cha ir Theatre i nt o  peri ods of 

emp l oyment . The same rat i os for Spare Parts Puppet Theatre 

were genera l ly subject to  l ess var i at i on. 

4. 6. 3 Definition of a Full-Time Job 

The approach of convert i ng casua l and part-t ime emp l oyment 

i nto fu l l -t ime equ iva lent emp l oyment is supported by 

M i tchel l and Wa l l ' s 1989 study of emp l oyment generat i on at 

an arts fest iva l in Ontar i o , Canada , and Cwi and Lya l l ' s 

1977 study on cu l tura l i nst i tut i ons i n  Ba l t imore , USA. 
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A de f i n i t ion  o f  a f u l l -t ime job was made by consu l ta t i on 

with both theatre managements . Thi s  was agreed to be : 5 2  

weeks per annum , 5 days p e r  week , 8 hours per day . The 

re l evant un ion , The Med i a , Enterta i nment and Arts A l l i ance , 

agreed with thi s  de f i n i t i on . Thi s  consu l tat ive approach i s  

supported by Cwi and Lya l l  ( 1 977 , p.86 ) . 

Genera l i s i ng an art i f i c i a l  de f i n i t i on across i ndividua l s , 

however ,  pre supposes that a l l have the same v i ew as to what 

cons t i tutes f u l l -t ime emp l oyment . I t  i s  recogn i sed that 

art i sts  may have d i f f erent expectat i ons from the ir work 

l oads , and 

de f i n i t i ons 

may not necessari ly  conform to art i f i c i a l  

o f  fu l l -t ime hours o f  work . Thi s  approach i s  

de f ended because , f or pract i ca l i ty sake , some reference 

po i nt must be estab l i shed . 

4.6.4 Problems w ith Multipliers 

Cough l i n  and Mande l baum ( 1 991 )  po i nt out some o f  the 

l imitat i ons i n  us i ng I-0 Ana l ys i s  and the resu l t i ng 

reg i ona l mu l t i p l i ers . The pract i ca l ity of  thi s  prob l em i s  

exp l a i ned we l l  by Stevens & Lahr ( c i ted i n  Cough l i n  & 

Mande l baum , 1 991 , p .  26 ) who po i nt out that s i nce  

i nter- i ndustry coe f f i c i ents are  not a lways known , and it  is  

an expens ive pract i ce to survey and ident i fy them , i t  l eads 

to researchers app l y i ng nat i ona l mu l t i p l i ers to regi ona l 

mode l s ,  with adjustment . The pract ise  i s  not crit i c i sed . It  
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i s  more a warn i ng that ski l fu l  judgement must be used , and 

that b i as may resu l t . 

In  th i s  study , an ad justed nat i ona l emp l oyment mu l t i p l i er 

i s  used i n  vers i on one o f  The Governmen t Arts Funding 

Empl oyment 

way d i rect  

var i at i ons . 

Rat i o .  Thi s  adj ustment i s  

emp l oyment i s  treated , 

made because o f  the 

not for reg i ona l 

The mu l t i p l i er i s  used with the i ntent i on to  demonstrate 

the d i f ference between  direct and i nd i re ct emp l oyment . The 

va l id i ty o f  app ly i ng thi s  mu l t i p l i er i s  quest i onab l e  on two 

counts . F irst , app l y i ng a nat i ona l mu l t i p l i er to a reg i ona l 

s i tuat i on does not account for reg i ona l d i f ferences i n  

emp l oyment , product ivity and techno l ogy ( Cough l i n  & 

Mande l baum , 1 99 1 , p . 27 ) . 

Second , the mu l t i p l i er used i s  a nat i ona l aggregate o f  

i ndustr ies  wi th i n  the s c ope o f  Entertainment and 

Recreat i onal Services ( AS I C  code : D i v i s i on L ,  subd iv i s i on 

No . 9 1 , c l asses 9 131-9 144 ) . Th i s  i s  an aggregate o f  15  

re l ated e conomi c act ivi t ie s , 

product i on to  sport and 

rang i ng from mot i on p i cture 

recreat i on . Thi s  l eve l o f  

aggregat i on cannot account for  the spec i f i c  character i s t i cs 

o f  theatre c ompanies . 
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As a result . using an employment multiplier for this 

aggregate of activities assumes homogeneity of the sectors 

involved. The ASIC code: Division L .  class No . 9 136 titled: 

Live Theatre, 

choice. 

Orchestra and Bands would have been a more 

No multipliers from the Australian I-0 obvious 

tables ,  however, are available at this level of 

This leaves the researcher with little disaggregation. 

choice , 

such a 

caution. 

except to use 

large aggregate. 

4.6.5 Leakages 

a multiplier that is derived from 

This is done with appropriate 

The assumption is made that there are no leakages of 

employment outside of Australia. If employment has been 

generated offshore as a result of the operation of the two 

theatres during the research period , version 1 of the ratio 

computation will overstate the multiplier effect  on 

indirect employment . 

4.6.6 Qualitative Benefits Ignored 

A Canada Council ( 1 982 , p. 1) research note  points out a 

limitation of what it describes as the conventional ist 
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approach to  e conomi c impact stud i es , that are essent ia l ly  

quant i tat ive , opposed to qua l i tat ive stud i es. Luxton ( n.d . ) 

ca l l s the l atter " the soc i a l  approach . "  ( p.4 ) 

The l imi tat i on i s  that emphas i s  on the e conom i c  va l ue of  

the arts essent i a l ly  ignores the aesthet i c  va l ue of  the 

arts i n  the communi ty. Lee-Owen ( 1 980 , p.317 ) ,  says that 

e conomi c impact stud i es are necessary , but not suf f i c i ent 

argument , i n  defence of  pub l i c  subs idy to the arts . A 

potent i a l  l imi tat i on of  th i s  study may be , that i t  does 

not a ccount for thes e  qua l i tat ive i ssues re l ated to the 

generat i on o f  emp l oyment. 

4. 6.7 Opportunity Cost of Employment 

Th i s  study d i sregards the opportuni ty cost of arts 

organ i sat i on emp l oyment . The opportuni ty cost is the next 

best a l ternat ive that pub l i c  fund i ng to the arts cou l d  be 

used for , other than arts fund i ng . In the context of  

emp l oyment , thi s  means that i n  the absence o f  the arts , i t  

i s  assumed that i ndividua l s  wou l d  not nec essar i ly f i nd 

emp l oyment o f  an a l ternate k i nd .  Thi s  i s  a common 

assumpt i on 

e conomi c 

made by 

impact on 

most researchers whe n  

the arts ( Canada Counc i l ,  

conduct i ng 

1 982 ) .  In  

de fence , thi s  i s  a reasonab l e  assumpt i on , apart from the 

purpose of  compari son , because the opportun i ty costs wou l d  

be sub j ect t o  pure specu l at i on .  
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4. 6.8 Generalisation of Results 

Thi s  study i s  des igned to establ i sh a methodology to 

i dent ify the relat i o nship between  employment and government 

fund i ng ,  us i ng a sample of two different theatre c ompani es 

in Fremantle. The rat i os can be appli ed to other performi ng 

arts compan i e s , but i n  each case , the rat i os can only apply 

to the part i cular company . While the method can be appli ed 

to the other arts organi sat i ons , the rat i os i n  th i s  study 

obv i ously cannot. 
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5 . 0 F indings 

5. 1 Soare Parts Puppet Theatre 

The resu l ts show the effectiveness of government funding as 

a means of generating emp loyment . The fo l lowing tab l es show 

shows the amount of government funding that trans l ates into 

one fu l l-time job . 

Tab l e  1 shows the resu lts of version one of the Government 

Arts Funding-Empl oyment Ratio for Spare Parts Puppet 

Theatre. Accounting for the mu l tip l ier effect, for the 

period 1989-1991 , every $ 1 8 , 128 of government funding to 

Spare Parts Puppet Theatre generated one fu l l-time job. 

Tab le  1 

Government Arts Funding-Emp l oyment Ratio ( Version 1 )  

Spare Parts Puppet Theatre 

Artist & Support 

Admin & Marketing 

Contract Artistic 

Tota l emp loyment 

1989 

$ 

20, 190 

1 8 , 186 

5, 893 

16, 465 

1990 

$ 

1 8 , 218  

19 , 422 

14, 727 

19 , 777 

1991 

$ 

19, 899 

17 , 936 

36 , 496 

16, 512 

1989-91 

$ 

19 , 276 

18 , 509 

10 , 367 

18 , 128 

----------------------------------------------------------
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Tab l e  2 shows the same re l at i onsh i p  between  government 

fundi ng to Spare Parts Puppet Theatre and emp l oyment .  For 

the per i od 1989-1991 , every $30 , 22 0  o f  government fund i ng 

to Spare Parts  Puppet Theatre generated one fu l l -t ime job . 

The rat i os ,  however ,  are j ust over one and ha l f  t imes 

greater than those i n  Tab l e  1 .  Thi s  i s  because Tab l e  2 

ignores the mu l t i p l i er e f fect . The rat i os i n  Tab l e  1 are 

l ower because when the mu l t i p l i er e f fect  i s  cons idered , the 

same amount o f  government fund i ng e f fect ive l y  generates  not 

1 j ob ,  but 1 . 6 67 j obs . 

Tab l e  2 

Government Arts Fund i ng-Emp l oyment Rat i o  ( Vers i on 2 )  

Art i st & Support 

Admi n & Market i ng 

Contract Art i s t i c  

Tota l emp l oyment 

Spare Parts Puppet Theatre 

1989 

$ 

33 , 656 

30 , 315 

9 , 824 

27 , 447 

1990 

$ 

30 , 369  

32 , 377 

24 , 549  

30 , 386 

1991 

$ 

33 , 172 

29 , 9 0 0  

6 0 , 840  

33 , 363 

1989-91 

$ 

32 , 132 

30 , 855 

17 .• 281 

30 , 22 0  

----------------------------------------------------------

Tab l es 1 and 2 show the d i saggregat i on of emp l oyment i nto 

i nd i v i dua l categor i es . Ignori ng the mu l t i p l i er e f fe c t , over 
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the three year per i od ,  the l east i nvestment requi red to  

generate emp l oyment was for Contract i ng Art i st s , whi l e  the 

greatest i nvestment was for Art i st s  and Support . The rat i os 

are $ 1 7 , 28 1 a nd $32 , 132 respec t i ve l y . W ith the except i on 

o f  Contrac t i ng Art i sts , a l l rat i os are be l ieved to  be 

accurate est imates . The rea s on for the unexpected ly  l arge 

var i at i ons i n  the Contract i ng Art i st rat i o s  i s  be l i eved to 

be the comb i nat i on of both a ccount i ng and methodo l og i c a l  

error . Thi s  prob l em i s  d i s cussed i n  s e c t i on 4 . 6 . 2 .  
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5 .2 Deck Chair Theatre 

Tab l e  3 shows the resu lts  o f  vers ion  one o f  the Government 

Arts Funding-Employment Rat io f or Deck Cha i r  Theatre . 

Account i ng for the mu l t i p l i e r  e f fect , for the per i od 

1 989- 1 991 , every $ 15 , 490 o f  government fund i ng to Deck 

Cha i r  Theatre generated one fu l l -t ime j ob . 

Tab l e  3 

Government Arts Fund i ng-Emp l oyment Rat i o  ( Vers i on 1 )  

Art i st & Support 

Admin  & Market i ng 

Contract Art i st i c  

Tot a l  emp l oyment 

Deck Cha i r  Theatre 

1 989 

$ 

15 , 0 27 

1 2 , 005 

1 6 , 797 

1 3 , 764 

1 990 

$ 

2 0 , 854 

8 , 276 

39 , 304 

1 6 , 420  

1 991  

$ 

17 , 925 

18 , 233  

2 1 , 776 

1 6 , 575 

1 989-91 

$ 

1 7 , 778 

1 2 , 76 0  

2 3 , 6 15 

15 , 490 

----------------------------------------------------------
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Tab l e  4 shows the same re l at i onshi p  between government 

fund i ng to Deck Cha i r  Theatre and emp l oyment. For the 

per i od 1 989- 1 991 , every $25 , 82 1  o f  government fundi ng to 

Deck Cha ir  Theatre generated one fu l l -t ime job . The 

amounts , however ,  are just over one and ha l f  t imes greater 

than those in Tab l e  3 .  Th i s  i s  be cause Tab l e  4 ignores the 

mu l t i p l i er e f fect . The amounts i n  Tab l e  3 are l ower 

because , when  the mu l t i p l ier  e f fe ct i s  cons idered , the same 

amount of  government fundi ng e f fect ive ly  generate s  not 1 

j ob ,  but 1 . 667 jobs . 

Tab l e  4 

Government Arts Fund i ng-Emp l oyment Rat i o  ( Vers i on 2 )  

Art i st & Support 

Admi n & Market i ng 

Contract Art i s t i c  

Tota l emp l oyment 

Deck Cha i r  Theatre 

1 989 

$ 

25 , 051 

2 0 , 0 12  

28 , 0 0 0  

22 , 944 

1 990 

$ 

34 , 764 

13  .• 796 

65 , 52 0  

24 , 733 

1 991  

$ 

29 , 881  

30 , 394 

36 , 30 1  

22 , 545 

1 989-91 

$ 

2 9 , 637 

2 1 , 272 

39 , 367 

25 , 82 1  

---------------------------------------------------------

96 



Tab l es 3 and 4 show the d i saggregat i on o f  emp l oyment i nto 

i ndividua l categories . Ignor i ng the mu l t i p l i er e f fect , over 

the three year per i od ,  the l east i nvestment required to 

generate emp l oyment was for Admi n i s trat ion and Marke t i ng ,  

whi l e  the greatest i nvestment was for Contract 

Art i sts . The rat ios  are $ 2 1 , 272 and $39 , 367 respe c t ive ly . 

Un l ike Spare Parts Puppet Theatre , there i s  a l arge 

var i at i on from year to year , i n  a l l the rat ios for Deck 

Cha i r  Theatre . Thi s  i s  the resu l t  of  both account i ng and 

methodo l og i c a l  error . Thes e  prob l ems are d i scussed i n  

sect i on 4 . 6 . 2 .  
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6 . 0 Conclusion 

As was the intention of this study , the results highlight 

the differences in employment generation that arise when 

the multiplier effect is c onsidered . The ratios from 

version 1 of the Governmen t Arts Funding-Empl oyment Ratio 

( Tables 1 and 3 )  are just over half the value of the ratios 

in Tables 2 and 4. This is because the adjusted employment 

multiplier used in version 1 of the c omputation has a value 

of 1. 667 . It has been shown that if we consider the 

multiplier effect , the effe ctive investment by government. 

for employment generation through arts funding, is 

effectively just over half , than is the case when  the 

multiplier effect is ignored. 

The choice between which ratios to adopt is dependent on 

whether the user c onsiders the multiplier effect valid. It 

was the purpose of this study to highlight the problems 

that may be encountered when  using multipliers. Be cause of 

the inherent methodological problems and assumptions made 

whe n  using multipliers. version 1 ratios ( Tables 1 and 3 )  

should be used with appropriate caution .  Version 2 ratios 

(Tables 2 and 4 ) ,  however , are not subject to the same 

methodological problems . 
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This study has shown some major problems i n  i dentify i ng 

employment i n  the arts . The need for further research to 

address some of the problems faced , is evident. Some 

parti cular issues might be addressed: 

1 )  

2 )  

The amount 

calculated 

of part-time employment 

i n  the amount of time . i n  

m ight be 

days and 

hours , not the number of posit ions held. This  would 

accurately represent a proportion of full-time 

employment. 

Adherence 

def i n i t ions , 

to Australia Counc il 

and the disaggregation of 

employment 

pay sheet 

data accord i ng to these def i n itions. Payment rates 

might be noted on all pay sheets. 

3) The amount of employment generated for Contract 

Artist i c  Serv i ces may be more accurately i dentif ied 

by a survey of contract i ng professional artists , and 

relevant rates of i ncome . Part i cular attention might 

be g iven to the way i n  whi ch contract i ng artist 

expenditure is  accounted for. These issues would 

make it  poss ible for contract i ng artist ' s  fees to be 

accurately translated i nto the amount of employment . 

This  study has uncovered some major problems i n  attempti ng 
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to quant i fy theatre emp l oyme nt . I t  i s  ant i c i pated that th i s  

study has prov ided s ome groundwork for future work , s o  

thes e  prob l ems can b e  so l ved . 
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APPENDIX  1 

Award Rates of Pay Per Hour 1 

1989 

$ 

1990 

$ 

1991 

$ 

Actors2 

Product ion 
& Venues 

24. 00  

11. 19* 

28. 14 26 . 63 

11 . 19*  11 . 19 *  

Method : Mean Subst i tute Rate of I ncome Per Hour for 
Product ion a nd Venue Personnel 

Day Rates $ 9. 05 per hour 

Night rates : $13 . 33 per hour 

Mean *  (9. 05 + 13. 33) /2 $11 . 19 per hour 

1 .  

2 .  

s 

Source : Media , Entertainment and Arts A l l iance 
Note. From Actors ( Theatrical ) Award, 1 981. Actors 
Equity of Austra l ia .  
Persons involved in technical production ,  backstage, 
box office and support areas . Note. From Theatrical 
Empl oyees (Genera l Theatrica l )  Award No . A 7  of 1 984 . 
West Austral ian Theatrica l and Amusement Empl oyees 
Association (Un i on of Empl oyees) .  
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APPENDIX  2 

Spare Parts Puppet  Theatre : Emp l oyment i n  Tota l Hours and 
Equ i va l ent Fu l l -t ime Jobs 1 989- 1 991  

ARTI STS ADMIN CONTRACT TOTAL 
& SUPPORT & MKTING ARTISTIC  EMPLOY 

-----------------------------------------------------
---

1 989 

WKS 
DAYS 
HOURS 
SUB TOT (HRS ) 

1 990 

WKS 
DAYS 
HOURS 
SUB TOT ( HRS ) 

1 99 1  

WKS 
DAYS 
HOURS 
SUB TOT ( HRS ) 

TOT HRS 89-91 

EFJ 1 1 989-91 

EFJ 1 989 
EFJ 1 990 
EFJ 1 991  

343 . 0  
0 . 0  
0 . 0  

13720 . 0  

5 1 0 . 0  
0 . 0 

1 037 . 5  
2 1437 . 5  

406 . 0  
0 . 0  
0 . 0  

1 6 240 . 0  

5 1 397 . 5  

24 . 7  

6 . 6  
1 0 . 3  
7 . 8  

1 65 . 0  
15 . 5  

0 . 0  
6724 . 0  

1 23 . 0  
0 . 0  

476 . 5  
5396 . 5  

1 20 . 0  
0 . 0  
0 . 0  

480 0 . 0  

1 6920 . 5  

8 . 1 

3 . 2  
2 . 6  
2 . 3 

148 . 2 
0 . 0  
0 . 0  

5928 . 2 

44 . 5  
0 . 0  
0 . 0  

1779 . 3  

17 . 9  
0 . 0  
0 . 0  

718 . 0 

8425 . 5  

4 . 1 

2 . 9  
0 . 9  
0 . 3  

656 . 2  
148 . 2  

0 . 0  
26372 . 2  

677 . 5  
0 . 0  

1 5 14 . 0  
286 13 . 3  

543 . 9  
0 . 0  
0 . 0 

2 1758 . 0  

76743 . 5  

36 . 9  

1 2 . 7  
13 . 8  
1 0 . 5  

1
· Equi va l en t  fu l l -t ime jobs (EFJ) . Tot a l  emp l oymen t 

ca t egory hours di vided by 2, 080 hours .  
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APPENDI X  3 

Deck Cha i r  Theatre : Emp l oyment i n  Tota l Hours and 
Egu i va l ent Fu l l -t ime Jobs 1 989-1 991 

ARTISTS ADMIN CONTRACT TOTAL 
& SUPPORT & MKTING ARTISTI C EMPLOY 

------------------------------------------------------

1 989  

WKS 348 . 4  140 . 0  8 . 2  496 . 6 
DAYS 273 . 6  4 2 6 . 4  0 . 0  700 . 0  
HOURS 0 . 0  0 . 0  0 . 0  0 . 0  
SUB TOT ( HRS ) 1 61 24 . 7  9 011 . 2  3 2 9 . 4  25465 . 3  

1 9 9 0  

WKS 31 6 . 0  1 70 . 0 1 0 . 0  496 . 0  
DAYS 1 58 . 9  237 . 4  0 . 0  396 . 3  
HOURS 0 . 0  0 . 0  0 . 0  0 . 0  
SUB TOT ( HRS ) 13910 . 8  869 9 . 2  400 . 0  2301 0 . 0  

1 991 

WKS 204 . 0  1 80 . 0  42 . 7  426 . 7  
DAYS 31 7 . 3  1 46 . 5  0 . 0  463 . 7  
HOURS 0 . 0  0 . 0  0 . 0  0 . 0  
SUB TOT ( HRS ) 1 0 698 . 1  8371 . 8  1 7 0 8 . 3  20778 . 2  

----------------------------------------------------

TOT HRS 89-91 40733 . 6  260 8 2 . 2  2437 . 7  69253 . 5  
----------------------------------------------------

EFJ 1 1 989-91 

EFJ 1 989 
EFJ 1 990  
EFJ 1 9 91 

1 9 . 6  

7 . 8  
6 . 7 
5 . 1 

1 2 . 5  

4 . 3  
4 . 2  
4 . 0  

1 . 2 

0 . 2  
0 . 2  
0 . 8  

33 . 3  

1 2 . 2  
1 1 . 1  
1 0 . 0  

1
· Equi va l en t  ful l -t ime  jobs (EFJ ) .  Total employment 

ca tegory hours divided by 2, 080 hours . 
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APPENDI X  4 

Substitute Rates of I ncome for Contracting Artists 
Average Total Weekly Earnings: Production Designers 
and Composers 

Profession 

Production Designers2 

Music Composers3 

1 98 9  

$ 

505 . 00 

630 . 30 

1 9 9 0  

$ 

per week 1 

537 . 20 

5 8 1 . 60 

1 9 9 1  

$ 

625 . 60 

674 . 50 

1
· Average t otal  weekly earnings for adul t  persons. Note. 

From Distribut i on and Composi t ion of Empl oyees Earnings 
and Hours . 1 989-1 991. (Catal ogue No. 6306. 0)  Canberra : 
Austra l ian Bureau of Sta t is t ics. 

2
· Occupa t i ona l group : Designers and Il l ustra t ors. Note. 

From Austra l ian Standard C lassificat ion of Occupa t i ons 
{AS'COJ. 1 986. (Group No. 2805). Canberra : A ustra l ian 
Governmen t  Publ ishing Services. 

3
· Occupat ional group : Musicians , Composers and Related 

Professi ona l s. Note. From Austra l ian Standard 
C lassificat ion of Occupa t i ons {ASCOJ. 1 986. (Group 
No. 281 5). Canberra : Austra l ian Governmen t  Publ ishing 
Services . 
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APPENDI X  5 

O f f i c i a l  Data  and Res e arch Resu l ts : Number o f  EFJ 1 

Ignor i ng the Mu l t ip l i er E f f e c t  

AC 2 

1 989 

STUDY3 

A&S4
: 15 . 4  14 . 3  

A&M5
: 6 . 7 7 . 6  

1 9 9 0  

A C  STUDY 

23 . 2  17 . 0  

6 . 2  6 . 8 

1 9 9 1  

AC STUDY 

33 . 5  13 . 0  

6 . 0  6 . 3 

1 989-91  

AC STUDY 

72 . 1  44 . 3  

18 . 9  2 0 . 7  

O f f i c i a l  Data and Research Resu l ts : Number o f  EFJ 1 as  a 
Percentage Dev i at i on from Of f i c i a l  Data  

Ignor i ng the Mu l t ip l i er E f f e c t  

1 989 1 9 9 0  1 9 9 1  1 989-9 1 

ARTIST & SUPP4
: -7 . 14% 

+13 . 43% 

-26 . 72% 

+9 . 68% 

-6 1 . 1 9% 

+5 . 00% 

-38 . 5696 

+9 . 5296 ADMIN & MKT5 

1 .  

2 .  

3 .  

4 .  

5 .  

Equiva l en t  fu l l -time Jobs (EFJ) .  
Official data from Australia Council (AC) schedu l es .  
Note . From Applica tion For Government Assistance by an 
Arts Organisation . 1 989-1 991 . Sydney: Australia Council 
Resul ts from t his repearch . 
Artist  and Support empl oyment cat egory.  
Administra tion and Marke ting empl oyment category. 
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APPENDIX  6 

Official Data and Research Results: Government Funding 
Contribution per EFJ 1

: Artist and Support 

Ignoring the Multiplier Effect 

AC2 

Study3 

1 989 

$ 

27 , 0 26  

2 9 . 0 07  

1 990 

$ 

23 , 51 2  

32 , 099 

1
· E quival ent fu l l -time job (EFJ). 

1 991  

$ 

1 2 , 31 9  

31 , 865 

1 989-91 

$ 

1 9 , 0 6 2  

31 , 0 29  

2 • Official data from Australia Council (AC )  schedu l es. 
Note. From Application For Government Assistance by an 
Arts Organisation. 1 989-1 991. Sydney: A ustra lia Counci l 

3 • Resu lts from this research. 
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APPENDI X  7 

Spare Parts Puppet Theatre : 
Income and Expendi ture Statement 1 989- 1 9 9 1  

1 989 1 9 9 0  1 9 9 1  1 989- 9 1  
$ $ $ $ 

--------------------------------------------------------
---

GOVT FUNDS 
CWLTH 153 , 0 0 0  1 6 0 , 0 0 0  131 , 00 0  444 , 000  
STATE 2 6 1 , 0 0 0  2 6 2 , 000  284 , 50 0  807 , 500 
LOCAL 5 , 0 0 0  0 0 5 , 000  

TOT GOVT1 4 1 9 , 00 0  4 2 2 , 00 0  4 15 , 500 1 , 256 , 500  

NON-GOVT REV 2 1 65 , 0 0 0  1 25 , 0 0 0  1 67 , 0 0 0  457 , 000  

REVENUE 584 , 0 0 0  547 , 000  582 , 50 0  1 , 71 3 , 500  

TOTAL EXP 547 , 0 0 0  6 28 , 50 0  509 , 50 0  1 , 685 , OOO  

EMPLOY EXP3 348 , 0 0 0  4 18 , 0 0 0  349 , 00 0  1 , 1 15 , 000  

CONTRACT ART4 28 , 00 0  2 1 , O O O  2 1 , 0 0 0  70 , 000  

ART & SUPPB 2 2 2 , 0 0 0  3 1 3  .. O O O  259 , 00 0  794 , 000  

ADMIN & MKT6 98 , 00 0  84 , 00 0  69 , 0 0 0  251 , O O O  

Note . From App l i cat i on For Government Ass i stance by an Arts  
Organi sat i on . 1 989-1 9 9 1 . Sydney : Austra l i a Counc i l .  

1 .  

2 .  

3 .  

4 .  

!3 • 

6 .  

Total governmen t revenue . Excl udes funding from 
s ta t u tory authori t i es .  
Box office and a l l non-government revenue . 
Total emp l oyment expendi ture : Art ist & S'upport , 
Administra t ion & Marke t ing, Contract Art ist ic S'ervices . 
Con tract Art ist ic S'ervices expendi ture . 
Art ist and S'upport empl oyment expendi t ure . 
Administra t i on and Marke t ing empl oyment expendi t ure. 
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APPENDI X  8 

Deck Cha ir  The atre : 
Income and Expendi ture Statement 1 989-19 9 1  

1 98 9  1 9 9 0  1 9 9 1  1 9 89-91  
$ $ $ $ 

-----------------------------------------------------------

GOVT FUNDS 
CWLTH 5 6 , 70 0  1 1 9 , 079 98 , 35 0  2 74 , 1 2 9  
STATE 2 2 5 , 400  1 9 5 , 0 2 5  208 , 90 0  6 2 9 , 325 
LOCAL 0 0 0 0 

TOT GOVT1 2 82 , 1 0 0  314 , 1 04 307 , 25 0  9 03 , 454 

NON-GOVT REV 2 145 , 30 0  1 5 2 , 78 2  132 , 5 95 430 , 677 

REVENUE 427 , 400  4 6 6 , 886 439 , 845 L 334 , 131 

TOTAL EXP 443 , 6 0 0  485 , 586  429 , 889  1 , 359 , 075 

EMPLOY EXP3 280 , 900  30 2 , 80 0  276 , 0 2 2  8 5 9 , 722  

CONTRACT ART4 0 1 2 , 60 0  0 1 2 , 600  

ART & SUPP5 1 94 , 2 0 0  232 , 50 0  1 53, 687 580 , 387 

ADMIN & MKT6 86 , 700  57 , 700  1 2 2 , 335 2 6 6 , 735 

Note . From App l i cat i on For Government Ass i st ance by an Arts 
Organi sat i on . 1 989- 1 9 9 1 .  Sydney : Austra l i a Counc i l . 

1 .  

:a .  

3 .  

4 .  

5 .  

6 .  

Tot a l  governmen t revenue . Excl udes funding from 
sta tutory au thori t i es . 
Box office and a l l  non-governmen t revenue . 
Tota l empl oyment expendi t ure : Art ist & Support , 
Administra t ion & Marke t ing, Contract Art ist ic Services. 
Con tract Art ist ic Se_rvices expend i t ure . 
Art ist and Support empl oyment expendi t ure . 
Administra t i on and Marke t ing empl oyment expendi t ure . 

1 1 0  



APPENDIX  9 

Substitute Rates of I ncome for Contracting Artists : Writers 

Writers in Residence 

per week 1 

Experienced 

Inexperienced : 

Rate2 $680 per week 

1 989  

$ 

680 

430 

1 9 9 0  

$ 

680 

430 

1 991 

$ 

680 

430 

1
• S'uggest ed ra t es of income for wri ters in residence. 

Note .  From A l an Payne (persona l communica t ion , Oct ober, 
1 992) . Wri t er ' s  Gui ld of Austra l ia .  

2
• A l l contract wri ters were experi enced . 
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APPENDI X  1 0  

Spare Parts Puppet Theatre : Government Arts Funding 
Employment Ratio ( Version 1 )  

I ncluding the Multiplier Ef fect 

1 989 

$ 

1 9 9 0  

$ 

1 9 9 1  

$ 

1 98 9-9 1 

$ 

Artist & Support 

Admin & Marketing 

Contract Artistic 

Total employment 

2 0 , 1 9 0  

1 8  .. 186  

5 , 893 

1 6 , 465  

1 8 , 2 1 8  

1 9 , 42 2  

14 , 727  

1 9 , 777 

1 9 , 8 9 9  

1 7 , 936  

36 , 49 6  

1 6 , 5 1 2  

Spare Parts Puppet Theatre : Government Arts Funding 
Employment Ratio (Version 2 )  

Excluding the Multiplier Ef fect 

Artist & Support 

Admin & Marketing 

Contract Artistic 

Total employment 

1989  

$ 

33 , 656  

30 , 3 1 5  

9 , 824 

27 , 447 

1 1 2  

1 9 9 0  

$ 

30 , 369  

3 2 , 377 

24 , 549 

30 , 386  

1 9 9 1  

$ 

33 , 1 7 2  

2 9 , 9 0 0  

6 0 , 840 

33 , 363 

1 9 , 276 

1 8 , 5 0 9  

1 0 , 367 

1 8 , 1 28 

1 989-91  

$ 

3 2 , 132  

30 , 855 

1 7 , 281  

30 . 220  



APPENDI X  1 1  

Deck Cha i r  The atre : G overnment Arts Fundi ng 
Emp l oyment Rat i o  ( Vers i on 1 )  

I nc l ud i ng the Mu l t ip l i er Ef f e ct 

Art i st & Support 

Admi n & Market i ng 

Contract Art i st i c  

Tota l emp l oyment 

1 989  

$ 

15 , 027  

1 2 , 0 05 

1 6 , 797  

1 3 , 764 

1 9 9 0  

$ 

2 0 , 854 

8 , 276  

39 , 304 

1 6 , 42 0  

1 9 9 1  

$ 

17 , 9 25 

18 , 233 

2 1 , 77 6  

1 6 , 575 

Deck Cha ir  Theatre : Government Arts Fundi ng 
Emp l oyment Rat i o  ( Vers i on 2 )  

Inc l ud i ng the Mu l t ip l i er E f f e c t  

Art i st & Support 

Adm i n  & Market i ng 

Contract Art i st i c  

Tota l  emp l oyment 

1 989  

$ 

25 , 051 

2 0 , 0 1 2  

2 8 , 000  

2 2 , 944 

1 9 9 0  

$ 

34 , 764 

13 , 79 6  

65 , 520  

24 , 733 

1 13 

1 9 9 1  

$ 

29 , 8 8 1  

30 , 394 

36 , 30 1  

2 2 , 545 

1 989-9 1 

$ 

1 7 , 7 78 

1 2 , 760  

23 , 6 15 

15 , 490  

1 98 9-9 1 

$ 

2 9 , 637 

2 1 , 272  

39  ·' 367 

25 , 82 1  

-------------··-----------------



APPENDI X  1 2  

Type 2 B  Employment Mult iplier: Method of Adjustment 

Components of the Type 2 Mult i pl ier 

A I n i t ial effects 
F i rst round effects 

C = I ndustr ial support effects 
D = Product ion i nduced effects 

= Consumpt ion i nduced effects 
F Simple Mult i plier 
G = Total Mult i pl ier 

= Type 2A mult i plier 
I = Type 2B  mult i plier 

Type 2B Mult i plier 

Unadjusted : I = G - A/A 
Adjusted : I * = (G - A )  - B/A 

Example 

( B  + C )  

( A + D )  
( A + D + 
( G/A ) 
( G  - A/A )  

Where , A 0. 015 H = (0. 046/0. 015 ) = 3. 067 

B 0. 006 I ( [0. 046-0. 015 ] /0. 015 ) 

E )  

= 2 . 066 

C 0. 006 I *  = { ( ( 0. 046-0. 015 ] - 0. 006 ) } /0. 015 ) 

D = 0. 012 1. 667 

E 0 . 019 

F = 0. 0 27 

G 0. 046 

No t e . From I .  Bobbi n  (persona l  communi ca t i on .. Oct ober 1 992) 
Austra l i a n  Bure a u  of Sta t is t i cs ,  Inpu t -Ou tpu t Sec t i on .  
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APPENDIX  13  

Contracti ng Artists : Terms of Employment and Fees 

Deck Cha i r  
Theatre 1 

WRITERS 

Spare Parts 
Theatre1 

PROD DES IGN 

CHOREOGRAPHY 

COMPOSERS 

WRITERS 

1989 

5600.00 

1989 

10 WEEKS 
5 WEEKS 

24 WEEKS 
9 WEEKS 

11 WEEKS 

5.5 WEEKS 

24 WEEKS 
24 WEEKS 
10000.00 
12 WEEKS 

9 WEEKS 

1990 

6800.00 

1990 

4000.00 
4000 . 00 
1500.00 

7 WEEKS 

6408.00 
4 WEEKS 

3250.00 

1991 

100.00 
9941.00 

10500.00 
8500.00 

1991 

4 WEEKS 
3000.00 

2174 . 00 
4000.00 

1
• Contracts sigh ted in the financia l records of both 

theatres . 
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APPENDI X  14  

Product i on Des igners and Composers: Aggregated 
Occupat i onal Groups 

Des igners and Illustrators 1 

I ncludes : 2805-11 Fash i on Des igners 
2805-13 Graph i c  Des i gners 
2805-15 I ndustr ial Des i gners 
2805-17 I nter i or Des igners 
2805-19 Illustrators 

Mus i c i ans , Composers , and Related Profess i onals2 

I ncludes : 2815-11 Mus i c  D i rectors 
2815-13 Concert and Opera S i ngers 
2815-15 Popular S i ngers 
2815-17 I nstrumental Mus i c ians 
2815-19 Composers 

1: Note. From Australian Standard Classification of 
Occupations {ASCOJ. 1 986. (Group No.2805) . Canberra : 
Australian Government Publishing Services. 

2: Note. From Australian Standard Classification of 
Occupations {ASCOJ. 1 986 . (Group No.281 5). Canberra : 
Australian Government Publ ishing Services. 
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APPENDIX  1 5  

Art ist  Contracts : Com:12ar i son  Between 
Statements and Contract  Fees Pa id . 

S12are Parts Pu:12pet 

1 98 9  

$ 

I +E 1
: 2 8 , 0 0 0  

Fees 2
: 1 0 , 0 0 0  

Weeks 3
: 1 33 . 5  

De ck Cha i r  Theatre 

I +E 1
: 

Fees 2
: 

1 98 9  

$ 

0 

5 , 600  

Theatre 

1 9 9 0  

$ 

2 1 , 0 0 0  

1 9 , 1 58 

1 1  

1 9 9 0  

$ 

1 2 , 6 0 0  

6 , 80 0  

I ncome and 

1 99 1  

$ 

2 1 , OOO  

9 , 1 74 

1 99 1  

$ 

0 

4 

2 9 , 041  

Ex:12end i ture 

1 989-1 9 9 1  

$ 

70 , 000  

38 , 332  

148 . 5  

1 989-1 9 9 1  

$ 

1 2 , 600  

4 1 , 441  

1
· Contract artist expenditure in the income and 

expenditure (I+E )  statements for both theatres. 
Note. From Appl icati on For Government Assistance by an 
Arts Organisation . 1 989-1 991. Sydney: Austral ia Counci l .  

2 • Artist contract fees : sighted from individual con.tract 
fees . 

3
· Estimated amount of empl oyment : sighted from indi vidual 

contract periods . 

1 1 7  



APPENDI X  1 6  

Percentage M i x  of  Government Fundi ng (Federa l ,  State , 
and Loca l ) and Mix o f  Government Fund i ng versus 
Se l f-Fund i ng 1 989-1 9 9 1  

Spare Parts Puppet Theatre 

GOVT FUNDS 
CWLTH 
STATE 
LOCAL 

1 989 
% 

36 . 5  
6 2 . 3  

1 .  2 

1 9 9 0  
% 

37 . 9  
6 2 . 1  

0 . 0  

1 9 9 1  
% 

3 1 . 5 
68 . 5  

0 . 0  

1 989-9 1 
% 

35 . 3  
64 . 3  

0 . 4 
================================================ 

GOVT FUNDS1 1 0 0 . 0  

NON-GOVT REV 2 28 . 3  
GOVT FUNDS 71 . 7  

1 00 . 0  

2 2 . 9  
77 . 1  

1 00 . 0  

28 . 7  
71 . 3  

1 0 0 . 0  

26 . 7  
73 . 3  

================================================ 

TOT REVENUE 1 00 . 0  

Deck Cha ir  Theatre 

GOVT FUNDS 
CWLTH 
STATE 
LOCAL 

1 989 
% 

2 0 . 1  
79 . 9  

0 . 0  

1 0 0 . 0  

1 9 9 0  
% 

37 . 9  
6 2 . 1  

0 . 0  

1 0 0 . 0  

1 9 9 1  
% 

32 . 0  
68 . 0  

0 . 0  

1 0 0 . 0  

1 989-9 1 
% 

3 0 . 3  
6 9 . 7  

0 . 0 
================================================ 
GOVT FUNDS1 1 00 . 0  

NON-GOVT REV 2 34 . 0  
GOVT FUNDS 66 . 0  

1 00 . 0  

32 . 7  
67 . 3  

1 00 . 0  

30 . 1  
6 9 . 9  

1 0 0 . 0  

3 2 . 3  
67 . 7  

================================================ 

TOT REVENUE 1 0 0 . 0  1 00 . 0  1 00 . 0  1 0 0 . 0  

Note . From App l i cat i on For Government Ass i stance by an  Arts 
Organ i sat i on . 1 989-1 9 9 1 . Sydney : Austra l i a Counc i l .  

1 . 

2 .  

Tot a l  governmen t  revenue . Excl udes funding from 
s t a t u t ory a u thori t ie$ . 
Box offi ce and a l l  non-governmen t  revenue . (incl udes 
funding from sta t u t ory a u thori t i es)  
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APPENDI X  17  

Statutory Authori ty Grants as a Perce ntage of Total 
Government Grants 

Spare Parts Puppet Theatre 

TOTAL GOVT 
GRANTS: 1 

STATUTORY 
AUTHOR ITY 
GRANTS : 

% OF GOVT 
GRANTS : 

1 989  

$ 

41 9 , 00 0  

7 , 0 0 0  

1 . 7  

De ck Chair  Theatre 

TOTAL GOVT 
GRANTS : 1 

STATUTORY 
AUTHORITY 
GRANTS : 

% OF GOVT 
GRANTS : 

1 98 9  

$ 

282 , 1 0 0  

0 

0 

1 9 9 0  

$ 

422 , 00 0  

1 0 . 00 0  

2 . 7  

1 9 9 0  

$ 

314 , 1 04 

0 

0 

1 9 91 

$ 

415 , 50 0  

0 

0 

1 9 91 

$ 

307 , 250  

0 

0 

1 989-1 9 91 

$ 

1 , 2 5 6 , 5 0 0  

1 7  .. O OO  

1 . 3 

1 989-1 9 91 

$ 

9 0 3 , 454 

0 

0 

Note. From Application For Government Assistance by an 
Arts Organisation . 1 �89-1 991 . Sydney: Australia Counci l .  

1
· Federal ,  State ,  and Local Government Grants .  

1 1 9  
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