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Governments since antiquity have taken an interest in the arts and often have
provided significant support for the creation and preservation of works of art.
It is not surprising, therefore, that government policies have had an impact on
art museums in the decades since their emergence as major arts institutions.
In this country, the principal form of governmental support for art museums
has been the various tax provisions exempting them from certain taxes and
providing for contributions to them to be deductible. But in the last 25 years,
other forms of government support in this country have become prominent as
well. This paper focuses on government policy other than the federal tax pro-
visions related to charitable contributions and the treatment of income of tax-
exempt organizations; these tax provisions are treated separately in Don Ful-
lerton’s paper (chap. 8 in this volume).

The first section of the current paper presents some background on public
policy toward the arts in general and art museums in particular, beginning
with a brief history of government support of the arts in America. The back-
ground section continues with a discussion of the major issues in the perennial
debate over arts policy—the debate over whether it is desirable for the gov-
ernment to support the arts and, if so, in what form. The last part of the
section examines the specific political context of arts policy at the federal level
since 1965, the year Congress established the National Endowments for the
Humanities and the Arts. The second section of the paper presents some sum-
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mary measures useful in assessing the extent and composition of government
support for art museums. The third section deals specifically with federal pol-
icies and programs toward art museums, including federally sponsored mu-
seums, the major granting agencies, and certain indirect subsidies other than
the tax provisions noted above. The section also discusses the likely effects of
these federal programs. The paper’s fourth section examines the policies of
state and local governments toward art museums, including direct support and
indirect aid via exemption from taxes. A final section concludes the paper.

9.1 Arts Policy and Politics

It is impossible to separate the consideration of public policy toward art
museums from that of arts policy in general, or from the theoretical and polit-
ical debates that have surrounded arts policy. I begin with a short history of
government support for the arts and then turn to the contemporary debate over
arts policy, focusing where appropriate on art museums in particular.

9.1.1 The Antecedents of U.S. Arts Policy

Government support for the art museums and other forms of art in the
United States is often compared unfavorably with that provided by European
countries. Symbolized by such renowned institutions as the Louvre, the coun-
tries of Europe are said to have carried on a tradition of government support
for the arts dating from ancient Egypt and Greece. First, through the court
patronage of numerous kings and princes, support for the arts was carried on
by the succeeding national governments.! In contrast, governments in the
United States, before the 1960s, provided little direct support for the arts,
relying instead on favorable treatment under the property and income taxes.
So complete was the absence of direct government support that, as late as
1966, Boston’s famed museum could proclaim in gold letters in its central
rotunda:

Museum of Fine Arts.
Founded, Built and Maintained
Entirely with the Gifts of
Private Citizens.?

The reliance on tax subsidies to support art museums and other arts institu-
tions is typical of the more general American pattern of allowing charitable

1. See Lee and Henning (1975, 5) and Schlesinger (1988, 1) for discussions of the history of
government support of the arts in Europe.

2. Rathbone (1984, 46). The inscription was removed when the museum received a grant from
the Commonwealth of Massachusetts of $100,000 to pay for school children to enter the museum
free of charge.
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donations to support many services that are largely provided by government
in Western Europe.?

To be sure, there were isolated instances of government support of the arts
before the 1960s. President James Buchanan appointed a National Art Com-
mission in 1859, but it was disbanded two years later. In 1910, Congress
established the National Commission of Fine Arts, as an advisory body to deal
with such questions as the location of statues and monuments in Washington,
D.C. (U.S. Commission of Fine Arts 1953, 7). Later, to oversee works of art
in federal buildings, the government set up a Section of Fine Arts in the Trea-
sury Department. The federal government provided its first direct support for
the arts during the Depression, through the Arts Project of the Works Progress
Administration. By 1938, this program had funded some 17,000 pieces of
sculpture and over 100,000 easel paintings.* Then in 1941 came a significant
turning point in the government’s support of art museums, the dedication of
the newly built National Gallery of Art, paid for by and filled with the collec-
tion of Andrew Mellon.> Whereas the Smithsonian had previously been the
repository for some artwork, the National Gallery would become the flagship
of a group of federal art museums in Washington, which by their existence
constitute a not insubstantial component of the entire federal policy towards
art museums in the United States today.

But the acknowledged turning point in federal policy toward the arts came
in 1965, with the passage of the law setting up the National Foundation on the
Arts and Humanities. Championed by Presidents Kennedy and Johnson, the
idea of a national arts administration was the subject of several years of spir-
ited debate in Washington. What emerged were two separate funding agen-
cies, the National Endowment for the Arts (NEA) and the National Endow-
ment for the Humanities (NEH), authorized to make grants to individuals and
institutions. From its beginning, the NEA’s mission has included making the
arts more widely available to the public and strengthening arts organizations.5
Both of the endowments were set up so that their scope and their power would
be limited. Congress made it clear that it was not interested in sustaining the
operating costs of arts institutions. Grants were to be made only for specific
projects, not general institutional support, and all grants would have to be
matched by private funds, with no more than half of the support for any proj-
ect coming from the federal grants. Congress also went to lengths to limit the
possibility that bureaucrats might exert undue control over the creative pro-

3. Several European countries allow a tax deduction for charitable contributions, but most of
these are limited in scope. See Schuster (1986) and Don Fullerton’s paper in this volume (chap.

———8)-for-international-comparisons-of tax-provisions-affecting-contributions:
4. See Netzer (1978, 53—54) and Banfield (1984, 42-47).
5. Taylor (1975, 44); Schlesinger (1988, 19).
6. See National Foundation of the Arts and the Humanities Act of 1965 (PL89-209: 29 Sept.
1965), U.S. Statutes ar Large 79, 845.
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cess. The bill stated: “No department, agency, officer, or employee of the
United States shall exercise any direction, supervision, or control over the
policy determination, personnel, or curriculum or the administration or oper-
ation of any school or other non-Federal agency, institution, organization, or
association.”” In addition, both of the endowments have operated from the
beginning under another important institutional control: the use of peer review
panels to evaluate grant proposals. This structure, like that used in the Na-
tional Science Foundation, was looked to as an important safeguard against
the possibility that politicians or bureaucrats might seek to impose their artis-
tic preferences on the arts community.

9.1.2 Issues in the Arts Policy Debate

Basic to a consideration of government policy towards art museums and
other arts institutions is an awareness of several perennial issues that arise in
one form or another in most discussions of arts policy. A fundamental ques-
tion, of course, is whether the arts merit any government support at all. Re-
lated to this basic question are two rather specific issues that deserve separate
consideration. One is the alleged elitist character of the arts and support for
the arts. The other is the fundamental question of what constitutes art and
what that implies about the use of reproductions.

Should the government support the arts? That the arts are deserving of gov-
ernment support is, for some, an unarguable truism,® but in describing gov-
ernment policy it is important to consider the specific arguments pro and con.
Among the arguments offered to justify the public support of the arts, perhaps
the most familiar to economists is the notion that art and arts institutions pro-
duce beneficial externalities, or that they have the character of public goods.
It is a widely accepted conclusion of welfare economics that, when the num-
ber of people an activity can serve can be increased at little or no additional
cost, such goods tend to be undersupplied by the market, presenting one jus-
tification for government intervention.® A second but related argument for
government support is based on the idea that art is an essential element of our
cultural heritage and that government must act on behalf of future generations
to protect it. Arthur Schlesinger makes the analogy to another realm in which
the government is heavily involved: “Surely government has as strong [an]
obligation to preserve the cultural environment against dissipation and de-
struction as it has to preserve the natural environment against pollution and
decay.”1° A third justification for supporting the arts is the “merit good” argu-

7. Ibid., 846.

8. For example, former NEA chairman Livingston Biddle (1984, 90) wrote, “Of course our
government should support the arts!”

9. For discussion of the public goods justification for government support for the arts, see
Austen-Smith (1980) and Abbing (1980). )

10. Schlesinger (1980, 19). Also see Netzer (1978, 23) for a discussion of this argument.
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ment, the notion that art is among that special group of commodities that
society deems of such importance that they ought to be provided by govern-
ment.!! All of these justifications find expression in the 1981 statement of a
task force appointed by Ronald Reagan: “There is a clear public purpose in
supporting the arts and the humanities: the preservation and advancement of
America’s pluralistic cultural and intellectual heritage, the encouragement of
creativity, the stimulation of quality in American education, and the enhance-
ment of our general well-being.”

To these justifications, critics have raised several objections. Some argue
that the public goods argument does not apply to arts institutions, especially
not to art museums. Museums clearly have some characteristics of public
goods, but it is doubtful that excludability is a serious problem in their case.!?
Regarding the notion of cultural heritage, van den Haag maintains that classi-
cal art and music have no more justification for subsidy than many elements
of popular culture:

We have marvelous things in our museums. But they did not get there
through government activities and did not celebrate those activities or our
national history, cultural or political. The contents of our museums have
nothing to do with our national life. . . .

Tin pan alley, jazz, rock, or baseball are more important in the celebra-
tion of American values, not only in the working classes and among adoles-
cents, but also in the upper classes and even among educated groups. They
need no subsidy. (1979, 66)

Similarly, Banfield (1984, 11-15) compares art to religion; although both af-
fect the public interest, supporting either one, he argues, is simply not a
proper role of government. Another argument against government support of
the arts is that the support itself will harm the arts. The “deadening hand”
(Netzer 1978, 59) of government will harm the creative enterprise, it is ar-
gued, by inserting bureaucratic meddling into artistic decisions. Van den
Haag (1979, 68) argues that government support of the arts must inevitably
become indiscriminate, ultimately reducing potential support for the best art-
ists. Another argument that is often made against government support for the
arts is that the distribution consequences of such support is undesirable. Be-
cause of its importance, this argument is worth considering in somewhat more
detail.

Are the arts necessarily elitist? One of the central recurring issues that arises
in debates over public support for the arts is the tension between the perceived
elitist nature of the arts and the populism that is embedded in American poli-

tics. Somiétimes this issue is stated quite baldly, as in the statement that “arts~

11. See Rosen (1988, 55-56) for a discussion of this concept and Netzer (1978, 16) for a
discussion of the idea in the context of arts policy.
12. See Hendon, Shanahan, and MacDonald (1980, 21) for a discussion of this point.
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Table 9.1 Attendance at Art Museums and Art Galleries by Income and
Education, 1985

% of Adults Who Attended
in Previous 12 Months

Income
Less than $5,000 16
$5,000-9,999 11
$10,000-14,999 15
$15,000-24,999 19
$25,000-49,999 28
$50,000 or more 45

Education
Grade school 4
Some high school 11
High school graduate 14
Some college 29
Four-year college graduate 45
Graduate school 55

Source: Survey of Public Participation in the Arts 1985, cited in Schuster (1988, 12).

funding is in practice an income-transfer program for the upper-middle class”
(Bethell 1978, 136). More often, the elitist-populist issue manifests itself in
ways less obviously class-oriented, such as the forms of art that should be
supported (e.g., the “fine arts” vs. folk art), the kinds of institutions that
should be supported (established vs. “emerging”), and the regions where sup-
port should go (the urbanized Northeast vs. the hinterlands). That arts patrons
tend to be educated and affluent are facts that are confirmed by most surveys
of arts attendance. For example, table 9.1 summarizes the findings of a 1985
household survey regarding visits to art museums and art galleries in the pre-
vious year. For income classes above $5,000, the percentage of respondents
attending museums rises with income, with those in the highest income class
three times as likely to attend as those with incomes between $10,000 and
$15,000. The pattern for education is even clearer, with attendance rising
steadily with years of school. 3

The geographical distribution of museums is also decidedly nonuniform:
there are both more museums and more museum-goers in cities and in the
more urbanized regions of the country. As an illustration of attendance pat-
terns, in 1982 the percentage of adults who visited an art museum during the

13. Other survey data confirm the positive correlation between art museum attendance and
income. See National Research Center of the Arts (1981), for example, and Schuster’s (1988)
discussion of it.

A complete assessment of the distributional impact of government policy towards art museums
would require an examination of tax subsidies as well as direct government expenditures. For
relevant studies of tax expenditures, see Fullerton (chap. 8 in this volume) and Feld, O’Hare, and
Schuster (1983). See also Wyszomirski (1982, 18).
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year was 25 percent in urban areas, compared to just 16 and 17 percent in
rural farm and nonfarm places, respectively.!* Not surprisingly, such differ-
ences translate into regional differences in museum use. The differences
among regions are less striking, but noticeable nonetheless. A survey con-
ducted in 1985 showed that 31 percent of adults in the West had visited an art
museum or gallery in the previous year, while only 19 percent of those in the
South had made such visits. These differences may reflect regional differences
in demand as well as supply. '3

Differences such as these appear to underlie, or at least correspond to, much
of the debate over arts policy in this country. To begin with, regional and
economic differences in any class of public funding are certain to catch the
attention of some members of Congress, and arts funding is no exception. It
is no accident that the NEA’s original mission statement contained the explicit
goal to make the arts more widely available. Indeed, this outreach objective
can be seen in most public programs supporting the arts. But the populist
spirit manifests itself not only in the audiences to whom the programs will be
targeted, but also in what kinds of art will be supported. In 1976, Senator
Claiborne Pell, although a supporter of federal arts programs, took up the
populist mantle in attacking NEH chairman Ronald Berman for funding eso-
teric projects that smacked of “mandarin culture” and praising the NEA for
funding projects “at the grassroots level.” !¢ When argued along these lines,
however, debate over arts policy can become nasty, with appeals to populism
being rebutted with charges of “philistinism.”” Defending Berman, William
F. Buckley (1976) asserted that there is “no affirmative action for mediocrity.”
Indeed, the NEA was accused of “subsidizing mass entertainment and criti-
cized for draining funds from elite arts organizations. Put crudely (but not
untypically), the NEA has been funding ‘cultural clambakes’ at the expense
of ‘national treasures’ ” (Mulcahy and Swaim 1982, 318). When considering
public support of art museums, arts institutions that serve relatively affluent
patrons, it is important to understand the powerful political tensions that pull
in the opposite direction.

What is art? One other issue that, in contrast to the previous one, is rarely
discussed is the basic question of what constitutes art. For the case of art
museums, the specific application of this question centers on the virtually
universal acceptance of the principle that only original works of art are wor-
thy of display. Another, heretical view has been put forth by Banfield (1984),

14. U.S. National Endowment for the Arts, Public Participation in the Arts by Urban and Rural

Residents, Research Division Note no. 16, 27 May 1986.

15. Schuster (1988, 13). Similar findings for 1975 are reported in National Research Center of
the Arts (1975, 16).

16. Mulcahy (1987, 325) and Will (1976). See also U.S. Senate (1976, 11) and Wyszomirski
(1982, 22).

17. See discussion by Will (1976).
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who argues that high-quality reproductions carry much of the aesthetic value
(but not the historical value) of the original. If art museums were to display
such reproductions, one could argue that there would be a much wider distri-
bution in certain benefits of museum attendance. It is also possible that such
dissemination would act to drive down the price of original works of art,
though this would depend on the degree to which this practice were accepted
by museums. At present, the notion of showing reproductions inspires little
more than contempt in the museum world, so a consideration of a change in
policy is purely academic. As one museum director told me, this view is “a
travesty of what art is about.” But whatever the effect of so legitimizing the
use of reproductions, one unmistakable characteristic of government policy
toward art museums in this country is the tacit acceptance of the principle that
only originals can constitute art. 8

9.1.3 The Politics of Arts Support Since 1965

As a political issue, the government’s support of the arts surely receives
much more public airing than one would guess by looking only at the share of
public budgets devoted to the arts. One reason, as illustrated in recent contro-
versies, is that the populist-elitist conflict inherent in arts policy debate often
pits artistic expression on the one side against revered symbols and deep-
seated beliefs on the other. Such debates influence government policy toward
the arts at all levels of government.

Federal. At the federal level the “modern era” of government policy towards
the arts began in 1965 with the creation of the NEA and NEH. Despite the
built-in structural features designed to insulate the NEA and NEH from polit-
ical manipulation, the charge has often been made that the endowments have
become “politicized”; whatever the precise definition of that term, there is
little doubt that arts support at the federal level has become entwined with
politics.!” One sign of the growing political activity surrounding arts funding
was the creation of an arts lobbying organization, the American Arts Alliance,
which brought together several national arts organizations, including the As-
sociation of Art Museum Directors (Wyszomirski 1980, 31). The elitist-
populist conflict arose in various forms, among which was an alleged anti—
New York bias in funding.? Populist policies were also pointed to as a threat

18. For a sympathetic commentary on Banfield’s proposals on originals and reproductions, see
Walzer (1984, 35).

19. See, for example, John Friedman, “A Populist Shift in Federal Cultural Support,” New York
Times, 13 May 1979.

20. See, for example, Richard F. Shepard, “New York Called a Principal Victim of U.S., State
Arts-Financing Policies,” New York Times, 29 January 1980 or Banfield (1984, 52). In one
congressional hearing, Senator Ted Stevens of Alaska questioned the NEA director, Nancy Hanks,
about what he viewed as a large percentage of NEA grants going to New York, Massachusetts,
the District of Columbia, and California. He noted: “I do hope you urge your council to keep in
mind the national aspect of this” (Carter 1977, 46).
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to established arts institutions.?! If the NEH’s Berman met resistance in Con-
gress, one of those who headed the NEA during the same period, Nancy
Hanks, is credited with outstanding success in the politics of arts funding.
During her tenure at the NEA, Hanks deflected the charge of elitism and gen-
erated support in Congress by distributing grants widely—including to state
arts agencies—and by emphasizing outreach programs such as the Art in Pub-
lic Places program.?? Some in the Reagan administration wanted to do away
altogether with the NEA and NEH, but the task force appointed by Reagan
came back with a ringing endorsement of federal support for the arts and hu-
manities.? Since its establishment in 1965, the NEA has been a bellwether
for judging the government’s disposition toward funding the arts. Table 9.2
summarizes the agency’s appropriations over its history. In real terms, its bud-
get grew rapidly over the first decade and a half of its existence, growing at an
annual compounded rate of 18 percent from 1967 to 1979. But this growth
was reversed in the wake of increased inflation and the Reagan retrenchments.
Between 1979 and 1988, the real value of the budget declined by more than
one-fourth. Even at its peak, however, direct federal funding for the arts in the
United States has remained significantly smaller on a per capita basis than
government support in Western Europe.?*

The debate over government support of the arts leaves the realm of every-
day politics when publicly supported art becomes offensive to vocal groups or
legislators. Reauthorization hearings in Congress have often provided the
forum for conservatives to attack what they view as wasteful, pornographic,
or otherwise objectionable artwork supported by federal grants. But an espe-
cially bitter debate erupted in 1989 over the NEA’s support of the work of two
photographers—one whose work featured homoerotic themes and one whose
photographs included the image of a crucifix immersed in urine. Conserva-
tives in Congress denounced the artwork, and the Corcoran Gallery of Art in
Washington decided to cancel a scheduled show containing some of these pho-
tographs. The Senate then voted to prohibit the NEA from supporting “ob-
scene or indecent materials” and placed a five-year ban on federal support for

21. Michael Straight, deputy chairman of the NEA under Nancy Hanks, said, “Jimmy Carter’s
concept of the endowments is political. In the past, the endowments were apolitical, like the
National Science Foundation and the National Institute of Health. Under the populous ethic of this
Administration, the needs of the large organizations won’t be met” (Friedman, “A Populist
Shift”).

22. For descriptions of the politics of arts funding under Hanks, see Banfield (1984, 66—81),
Mankin (1980, 25-26), Mulcahy (1987, 326-39), and Wyszomirski (1987). Carter (1977, 48)
attributes Hanks’s apparent success to her ability to obtain support from Republican members of
boards of trustees of museums and symphonies to keep the pressure on the Nixon administration.

23. See “Obscenity or Censorship?” Economist, 5 August 1989, and Presidential Task Force on

the Arts and Humanities (1981).

24. Figures on exchange rates and government cultural spending presented in various articles
(Cummings and Katz 1987) suggest that per capita federal spending on cultural agencies in the
United States was no more than one-third of the comparable amount in Italy in 1982 and no more
than one-fifth of the total per capita government expenditure for the arts and culture in France and
Sweden around 1980.
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Table 9.2 National Endowment for the Arts Appropriations, 196687
Appropriation in Millions of

Fiscal

Year Current Dollars 1987 Dollars
1966 2.5 8.5
1967 8.0 26.1
1968 7.2 22.4
1969 7.8 22.9
1970 8.3 23.1
1971 15.1 40.0
1972 29.8 75.2
1973 38.2 90.8
1974 60.8 132.5
1975 74.8 148.4
1976 82.0 153.0
1977 94.0 164.4
1978 123.9 201.9
1979 149.6 224.0
1980 154.6 212.3
1981 158.8 198.8
1982 143.5 168.8
1983 143.9 163.0
1984 162.2 177.3
1985 163.7 173.7
1986 158.8 164.1
1987 165.3 165.3
1988 167.7 163.7

Source: National Endowment for the Arts, /987 Annual Report (Washington, D.C.: Government
Printing Office, 1988).

two institutions that had established the offending artwork.? In the words of
the bill’s sponsor, Senator Jesse Helms: “If someone wants to write ugly nasty
things on the men’s room wall, the taxpayers do not provide the crayons.”?¢
For their part, spokespersons for the art museum community warned of “de
facto censorship.”?” Needless to say, the success of these sorts of challenges
would imply a significant shift in government policy toward the arts in general
and art museums in particular.

25. The artists were Robert Mapplethorpe and Andres Serrano. See Michael Oreskes, “Senate
Votes to Bar U.S. Support Of ‘Obscene or Indecent’ Artwork,” New York Times, 27 July 1989, 1.
Specifically, the bill bars federal funding “to promote, disseminate or produce obscene or indecent
materials, including but not limited to depictions of sadomasochism, homoeroticism, the exploi-
tation of children, or individuals engaged in sex acts; or material which denigrates the objects or
beliefs of the adherents of a particular religion or nonreligion.”

26. Maureen Dowd, “Helms in Midst of Clash Between Art, Politics,” News and Observer, 28
July 1989, 1.

27. Allan Parachini, “Helms and Arts Endowment: An Escalation,” Los Angeles Times, 23 June
1989, sec. 6, p. 1. See also Anne Lowery Bailey, “Museum Officials Fear Outcries in Congress
Will Stifle Arts Grants,” Chronicle of Philanthropy, 27 June 1989, 5.











































































