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ABSTRACT

The arts in many countries, but particularly in eleping ones, are coming under
increasing financial pressure and finding it difficto justify the increases in government
funding needed to maintain and grow the culturatae The trend in cultural economics,

as well as in other areas, appears to be towactigding qualitative valuations, as well as
the more traditional quantitative ones. This thesgues that the value of cultural events
should include long term historical qualitative lses, financial or economic impact and

a valuation of the positive externalities providadcultural events and that any one of

these should only be regarded as a partial analysis

Four methods of valuing the arts using the Soutiicah National Arts Festival (NAF) as
an example are demonstrated. Firstly, a qualitdtigeorical analysis of the role of the
NAF in South Africa’s transformation process fronpaktheid to the democratic New
South Africa is examined, using theories of cultwapital as a theoretical basis. It is
argued that the value of cultural events needsite into account long-term influences

especially in countries undergoing political andiabtransformation.

The second valuation method applied is the trasiiiceconomic impact study. Four
economic impact studies conducted on the NAF aseudsed and methodologies
compared. It is concluded that, despite the skisptiof many cultural economists, the
method can provide a useful partial valuation arg edso be used for effective lobbying

for government support of the arts.



Chapter four discusses willingness to pay studiesiacted at the NAF in 2000 and 2003
(as well as a pilot study conducted at Kilein Karoo Nationale Kunstefees). It is found
that lower income and education groups do benefitnfthe positive externalities
provided by the Festival and that this is refleatetheir willingness to pay to support it.
It is also argued that such contingent valuatiamlists can provide a reasonably reliable
valuation of Festival externalities, but that thregy be partly capturing current or future

expected financial gains as well.

Finally, the relatively new choice experiment metblogy (also called conjoint analysis)
is demonstrated on visitors to the NAF. The grebtaatage of this method in valuing
cultural events is that it provides part-worthsvafious Festival attributes for different
demographic groups. This enables organizes totateithe programme in such a way as
to attract previously excluded groups and to cohdumost-benefit analysis for each part

of the Festival.
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CHAPTER 1
THE CONTEXT, GOALS AND METHODOLOGY

1. A BRIEF CONTEXT

The arts in many countries are coming under inangafinancial pressure. This is
particularly true of developing countries, like Soéfrica, where the arts must compete
with sectors such as housing, education and héaitiiery limited public funds. Many
studies have found that arts attenders worldwigeesent the educated, prosperous
minority of society (Morrison & West, 1986; Dobs&nWest, 1990; Hendon 1990) and
governments focusing on developmental issues mayehetant to spend on non-
essential cultural goods. In South Africa, a furtiesue is that wealth is still partially
spread along racial lines, meaning that it is lgrgfee relatively wealthy European-origin
English and Afrikaans speaking population who woalduably benefit most from arts

sponsorship.

Throsby (2001) however agues that, in many wayss, ¢ulture that underlies economic
development and that “strategies to alleviate pgviarthe Third World and to promote
economic advancement will need to have regardh®mprocess of cultural change which
may be critical in determining their success otufa’. To a certain extent, this is
recognized in the stated objectives of the Natigxréd Council, which include fostering
“the expression of a national identity and conssimss by means of the arts” and
providing financial assistance, especially to ttwigally disadvantaged” groups of artists
and audiences (HAC 1998:47).

The Grahamstown National Arts Festival (NAF) isiateresting case study in that, not
only is it South Africa’s oldest arts festival, @ing the politically and economically
turbulent apartheid to democracy time period, louthiat it is also the most diverse in
terms both of the shows on offer and the audienice attend (Snowball and Antrobus
2001). It has grown from its beginning in 1974, wig0 events were presented, to 450

events in 2004. After the withdrawal of the titlpossorship of the Standard Bank in



2001, the NAF has been funded by the Eastern Caper@ment (R7.5 million over
three years), making it one of the few South Afmi¢estivals to receive significant public
sponsorship. However, in order to argue for, gustify, the public sponsorship of such
an event requires that the benefits of the artheéccommunity as a whole be accurately

measured.

Although the South African government acknowledtesrole of the arts in “enhancing
the country’s identity and distinctiveness” encaimg “nation building” and assisting in
personal development by increasing self-confideswzg promoting self esteem (White
Paper on Arts, Culture and Heritage 1996), the migous of policy is the so-called

“cultural industries”, emphasizing the financiabdgob creation aspects of the arts.

Although the economic benefits of the arts are irtgrd, research (Antrobus et al. 1997)
shows that it is largely those who have the meangain from, for example, cultural
tourists, that mainly benefit. In addition, Sean(@®87) points out that, “Arts proponents
are involved in a dangerous game when they resomipact studies. In a sense, they are
choosing to play one of their weakest cards, wihdkling back their aces.” His point is
that all investments, for example in a shoppinglmall result in some economic impact,
but that this is not a good reason to lobby forligigupport. It is the positive externalities
the arts provide that result in market failure, ethshould be used to argue for public

support.

A more recent development in cultural economicgssts that any market valuation of
the arts will not produce a good measure of “vakued that the arts should be recognized
as important in their own right by introducing tbencept of “cultural capital” (Throsby
2001, Klamer 2002, 2004)

2 GOALS OF THE STUDY

The major goal of the study is to explore the deprient of arts valuation techniques in

cultural economics in a developing country contesing the NAF as a case study. The



relationships between these various types of ssudi also be explored, since there has
been little research in this area (Seaman 2004dfdfition, an interpretive description (as
suggested by Throsby 2001) of the Festival, remgalinderlying cultural systems and,
especially in the apartheid era, tensions arouedctintrol and ownership of the NAF,

will be explored and compared to the emerging tiesasf cultural capital.

The research will critically examine the four medbtogies used and comment on the
relationships between them, since very little wWioals been done in this area. In addition,
the study will add to the very small body of cuttlieconomics research being conducted

in developing economies.

3 METHODS TO BE USED.

The first method of contextual, qualitative valoati discussed in chapter 2, will use what
Throsby (2001) refers to as “thick description”, ighh refers to the interpretive
description of the cultural object or event thaegkns understanding of context and
meaning. While drawing heavily on other disciptinéhe fairly new theory surrounding
cultural capital and common goods (Klamer 2004) al® used in this valuation

technique, which provides a context for the regshefwork.

The market benefits of the NAF are valued by ustmgnomic impact survey work
conducted over a number of years, from 1996 to 200 form of valuation has been
used extensively in arts advocacy despite the gr@wiumber of detractors (Seaman
1987 and Madden 2001) because it provides a simgleetary figure that is easy to
understand and to incorporate into government bisdgtowever, the methodology is far
from unproblematic and is not nearly as “scientiimd unbiased as practitioners often
claim it is. Nevertheless, a number of cases sl &conomic impact figures are very
effective in lobbying for public support of the @rtChapter 3 demonstrates how such

financial impact figures can be calculated and ipomated into arts valuation.



The non-market benefits of the NAF are valued wa stated preference techniques:
willingness to pay (WTP) studies (2000 and 2003) a@n choice experiment (CE)
conducted in 2003. Willingness to pay (WTP) techeswere first used to measure what
were termed the “non-use/alues of environmental resources. It was suggesbtad as
with the arts, even people who never go to the f@iests, benefit from their existence,
and even more surprisingly, are willing pay to protect them (NOAA, 1993). WTP
studies conducted in Australia by Throsby and Wgh@985), in Canada by Morrison
and West (1986), in Sweden (Hansen 1998) and irtu€&n (Thompson et al. 2002) to
name but a few, show that even people who nevendtirts events are willing to pay to
ensure that they do not die out.

The reasons for this vary widely: the arts enhamaigonal identity and pride in one’s
town or country; they provide ongoing educatiorchddren and adults; they comment on
social policy and development and help to integnmadéviduals into society (Cwi, 1980).
For these and other reasons people who never ga @its event may benefit from the
culturethey generate and may want them to be there intbage or their children, want
to attend at some time in the future. Thus, byraskieople what they would be willing to
pay to support the arts one can to some extentifyimese intangible benefits.

Such non-market values become particularly imporitarmeveloping countries where a
large proportion of the population may not be weaknough to attend ticketed shows.
By including such non-market values and examingrtdistribution between different
income and education groups, a potentially straxgedor the public subsidy of the arts
can be made, especially if it can be shown thalikarhe financial benefits, positive
externalities accrue to all groups. Chapter 4 dises the methodological issues related to
hypothetical stated preference techniques and mies$iee results of willingness to pay
studies conducted at the NAF.

There is also a great need for a more detailed/sisabf the valuation of such arts events
to attenders from different gender and populaticrugs in order to encourage previously
excluded people to attend the Festival. The redftinew choice experiment (CE)



method seems to be very useful in this regard. $\this method has been used for some
time in other branches of economics, it has ontemdly made its appearance in the
cultural economics field. To date, very few studiesng choice experiments to value
cultural goods have been published, although thezea number of studies in progress

and the method is gaining in popularity in thiddie

CEs have a number of advantages over willingnegsato methods. Firstly, they can
describe the good’s attributes and the trade-offsvéen them more accurately than
contingent valuation methods (CVM) and one can thene these attributes separately
and in combination, thus “they allow the researctwervalue’ attributes as well as
situational changes” (Adamowiczt. al. 1998:65). Hanleyet. al. (2001:447-8) agree,
adding that while the same results could be obthimg including a number of CV
scenarios with differing attributes in a questiammathis is a more “costly and
cumbersome” alternative to the CE approach. CEhis tbetter for measuring the
marginal values of changes in a particular scenand may thus be more useful in

multidimensional policy design and in setting taddanleyet. al.2001:452).

Although it has some issues of its own, this newho@& seems to solve many of the
problems of contingent valuation and can also egsibvide values for the various
attributes making up complex cultural goods, likes destivals. Chapter 5 presents the
results of a pilot study choice experiment conddicéd the 2003 NAF. Chapter 6
discusses ways in which the various qualitative guhtitative valuation methods can be
combined in order to arrive at a holistic valuatimincultural events and concludes the

thesis.



CHAPTER 2: PART |
THE ARTS, ECONOMICS AND VALUATION

All the terms central to this thesis, “the artstulture”, “value” and even “economics”

(or at least its scope) are contentious. This @raptitlines the current state of the
definition of these terms and their relationshipsultural economics. The theory is put
into practice in an application to the politicaldasocial history of the National Arts

Festival, particularly its role during the Aparttigiears and in the reconstruction of the
“New” South Africa. It is argued that, in additiom the more usual quantitative valuation
techniques, which are the focus of this thesisatte also require more qualitative social

valuation, especially in countries going throughftiot and transformation.

1. DEFINING CULTURE AND THE ARTS

Most economists would agree that culture and tkedr not operate like normal goods
(even normal public goods) in the market. Thersamething special about culture, but
defining what it is can be difficult. Both Klame2(Q04a) and Throsby (2001) distinguish
between the broader idea of culture as a way afidiwr “culture as identity” and the

expression of culture as art forms. The South AfriéVhite Paper on arts, culture and

heritage defines culture as follows:

“Culture refers to the dynamic totality of distinctive Sial, material, intellectual and emotional
features which characterize a society or social group. It incltiiesrts and letters, but also

modes of life, the fundamental rights of human beings, vayséems, traditions, heritage and

belief developed over time and subject to char{if¥hite Paper 1996:6).

“The arts” as an expression of cultural identis/wihat this thesis is primarily concerned
with, in other words, cultural goods. Throsby (2@0Qlrefers to such goods, in a
“functional” definition as “certain activities thatre undertaken by people and the
products of those activities, which have to do wiltle intellectual, moral and artistic
aspects of human life”. While such a definitionynsg&em almost too broad to be useful,
he adds that cultural goods have three charaatsrishey have some form of creativity

in production, they are concerned with symbolic neg, which Klamer (2004a)



identifies aghe defining characteristic of cultural goods, andrtl@tput is some form of
intellectual property. The White Paper (1996:6)mkd the arts in a highly inclusive way,

concentrating on the creativity criterion:

“Arts refer to, but are not restricted to, all forms ofdit@nal dance, drama, music, music
theatre, visual arts, crafts, design, written and oral litezaall of which serve as means for
individual and collective creativity and expression throughfoperance, execution,

presentation, exhibition, transmission and study.”

An interesting shift in cultural economics studasthe arts is evident in these recent,
inclusive definitions. Early studies focused almesclusively on “high” (European)
cultural forms, since, as Fullerton (1991) pointed, “popular” culture products operated
well in the market without the need for interventid@he question of who has the right to
define what is “high” culture and its relationship other cultural forms was first
addressed by Antonio Gramsci in the 1920’s with ihisoduction of the theory of
hegemony (Turner 1990). Gramsci used this termlustiate that “high” or dominant
cultural forms were imposed on society and givepatgr perceived value by the
economically powerful ruling class, often a mingiih terms of numbers, but holding the
majority of wealth in terms of both money and leesuime. Many social theory
commentators, like Bourdieu (1984), have also ntiiatl cultural preferences are closely
linked to education and social origin. Since theiaoelite had both leisure time and
money, they could afford, and thus control, edweai@nd intellectual thought — thus

valuing “high” culture above other forms.

Popular culture, therefore, was seen as “the lgattlend upon which dominant views
secure hegemony, the parameters of which are mhetiged by economic conditions, but
that specialize in political struggle expressedaatideological, representative level”
(Turner 1990:211). As will be demonstrated in National Arts Festival case study, the
contesting of dominant cultural forms in a multicwél society and the control of the
means of cultural production were an important pdrthe South African political and

social transformation process.



Seen in this light, the supposed superior valuaenit of “high” culture can no longer be
assumed. In fact, cultural theorists may argueliiagubsidizing “high” culture, one may
simply be protecting the dominant view. This is f@nt made by Peacock (1992:14)
when he suggested that the refusal of economististiuss possible definitions of the
arts damaged both our objectivity and credibilityce, by passively accepting a
particular definition, we may be unintentionallypporting an ideology: “The economist,

so it is argued, might become a useful hired gunitfe cultural establishment”.

As early as 1980, however, commentators like Cwrewprotesting against the

unwillingness of economists to discuss “the amsaibroader form. However Frey and
Pommerehme (1989:6) concluded, “The question ‘Vifhatt?’ has been the subject of
aesthetics over centuries, but no consensus hasapeeed at”. They argued that what
matters to the economist is not whether an areauli-faceted and complex, but

whether it is possible to observe behavioral ragi#a among the people concerned;
“Whenever such regularities are apparent, the enanconcepts of the demand for

and the supply of art are appropriate.”

This general consensus, that economists did nat t@define precisely the good in
order to value it using the market price, stillreseto persist, despite (or because of)
the more inclusive definitions of the arts now seuArjo Klamer, who currently holds
the only chair of cultural economics in the world, at the forefront of cultural
economists who argue that, rather than fitting uralt goods into a neoclassical
framework, a new kind of economic valuation is rexkth the case of the arts.

2. ARGUMENTS IN FAVOUR OF THE PUBLIC SUPPORT OF THE ARTS

There are two distinct streams of thought as to tieyarts should be subsidized by
the government. The first is based largely on the-market benefits or externalities
that the arts are purported to provide (demand ardements) and its unique cost
structure as outlined by Baumol (supply side argus)e Both of these are rooted in

the neoclassical economic framework. The secorehisirof arguments is relatively



recent and attempts to redefine the framework inclwvlihe arts and culture are

evaluated; in particular, by introducing the idédonltural capital”.

2.1 Demand side arguments

The arts as a public good with positive exterinedit

Much of the case for the public support of the até&ns from the argument that the arts,
while not a purely public good, do have some pupbod characteristics along the same
lines as education and health. Public goods armetefoy Samuelson as “those goods
that a number of people can use simultaneouslyowitidiminishing their value (non-

rivalry) and once these goods are provided it feasible to exclude people from their

use (non-exclusion)” (Duncombe 1996:31).

The public, or mixed public and private good asméd¢he arts is important because it has
been shown in many studies (Morrison and West 1B8&®son and West 1990, Hendon
1990, Blaug 2001, Borgonovi 2004 amongst othersluding the present research, that
arts attenders (particularly at “high” culture etgntend to represent the educated,
prosperous minority of society. This is hardly sigipg, since (as pointed out earlier)
taste formation is shaped by education and sodgihs. If the arts are a purely private
good, then government subsidy would be seen assiqgpthe pleasures of the wealthy
minority of society. This view is also shared by t8outh African government, which
argues that subsidies to “high” cultural eventke Iballet and opera, represent a large
amount of spending on a small sector of the pojahat can no longer be afforded
(White Paper 1996).

Optimal allocation of goods in a free market ecopaequires that everything can be
bought and sold and that those who do not pay easxbluded from the use of the good
(Fullerton, 1991). In this way, producers can astecover their costs and try to make a
profit. If, however, the good is not excludablanyone can consume it regardless of
whether they have paid or not - then the markethaeism will fail because of the “free



rider” problem. Arrow (1963:945) referred to thedrrider problem in his seminal paper
on health insurance as the non-marketability probhhich he defined as, “the failure of
the existing market to provide a means wherebysttwices can be both offered and
demanded upon payment of a price”. If too many core's try to consume a good for
which they have not paid, the market will fail redjass of whether the good is generally
demanded or not.

Another aspect which is important for the markdiigbof a good is its rival or non-rival
nature. A rival good is one that is used up as ¢ansumed, while a non-rival good can
be used without diminishing it. This characterisisc also found in the market for
technological inventions which Romer (1990: 97) cmented on: “A non-rival input has

a high cost of producing the first unit and zeretaaf producing subsequent units”.

As Throsby (1994: 23) pointed out, “The arts exhipublic good characteristics
alongside the private benefits conferred by indiaidconsumption”, which indicates that
there is a non-market demand for the arts whichidcdwe filled by public finance.
However, insofar as entrance fees and ticket prazes be charged, the arts can be
considered a private good which is, at a primamelleat least, excludable (Fullerton
1991).

While it is true that a theatre seat may be reghedeboth rival and excludable in that its
consumption - the purchase of the ticket - prevemtyone else from being in it at the
same time, the social benefits arising from theucel that the arts generate can be
regarded as neither rival not excludable as ardpyedbbing (1980). This distinction is
also applied to goods like education that, whildace at university for example is rival
and excludable, is regarded as having public géadacteristics because of the general
social benefits that an educated population providene understands the argument in
the narrower sense (theatre seats or places insaum) it is of course true to note that
the good is excludable and only non-rival up teegtain maximum capacity. The extent
to which the arts show public good characterisbgsproviding positive externalities
from which no one can be excluded is the basigh#®public funding arguments.

10



Externalities refer to the tangible or intangiblgillever benefits from a particular
activity. These unintended costs or benefits affiecse who are not direct consumers of
the product and cannot, therefore, be efficientgrikated. Such benefits (or costs) are

externalto the market (Swindell and Rosentraub 1998).

Throsby and Withers (1985:1) commented on the tlaat art subsidies seem to attract
extreme views: “At one extreme are the criticshaf airts who assert that theatre, opera,
ballet and so on are minority interests, enjoyely by the rich and well-educated; they
argue that it is wrong for public money to be spansubsidizing such luxury tastes. At
the other end of the spectrum are those ... whe tia& importance of arts to society as a

self-evident truth, as if this justifies spendiriast unlimited funds...”. At the centre of
both these positions is the argument about theegegft excludability of the arts. If the
arts are a mainly private good consumed largelypdying customers at market prices,
market failure does not warrant public support sslthere are large positive spillovers

which can be consumed publicly and are therefaeercludable.

Early commentators, like Peacock (1969: 330) awhithat, “the author finds it difficult
to trace the way in which spillovers from the ‘cu# vultures’ attending live
performances to others is supposed to take pl&teExpressed considerable skepticism
about the benefits to the public at large of theampincome members of society

attending, for example, subsidized orchestra perdoices.

Abbing (1980:39) was of a completely different apm He argued that the arts are a far
more public good than we realize and that exclddgbs minimal. In other words, the
arts are largely a public good that, if they hawsifive externalities, should be publicly
subsidized. His eloquent argument is worth quotingome length:

“At this very moment, | am sitting in the room of a thilate hotel. The tablecloth is made up
of alternating squares, naturalistic and abstract. The famadoorrowed from the Japanese art
of flower painting; the latter remind one of Braque, hogvexaguely. The design of the plastic
curtain in front of the washbasin is an exact copy of a pajfty Vasarely. In front of me are
two notepads. The cover of one has a pattern borrowed frondiidn, but filled in with the
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present day fashionable colours of green and pink .... bBElekground music is from a
synthesizer, and it has an undertone reminding one of the 1®eeman musical formation,
Kraftwerk | could go on and on...”

Abbing (1980) argued that art cannot be treatecrgs other mixed good because it
shapes the very way in which society makes senaasfinderstands events. Even those
who have never seen or heard the original work beaffected by it on some level -
either through the adaptation of the idea by o#irésts or through the vaguer channel of
the development of social convention. “Matters ofsciousness - and that is what it is
all about - can be re-expressed and transmittedeny possible way” (Abbing 1980:39).
Such broad arguments show the way to the develdpofeideas like that of cultural
capital which is further discussed below.

The arts as a merit good

Merit goods are defined by Cwi (1980:39) as “gouwdsch some persons believe ought
to be available and whose consumption and allocasice felt by them to be too
important to be left to the private market” — aidigbn that will inevitably involve some
value judgment being imposed on society. Musg(a9&9:13) defined “merit wants” as
public goods which are subject to the exclusiom@ple and are somewhat satisfied by
the market within the limits of effective demandit lwhich “become public wants if
considered so meritorious that their satisfacteoprovided for through the public budget
over and above what is provided through the market”

Ver Eecke (1998) argues that merit goods are distirom public goods precisely
because they do not take into account the wilhefdonsumer and because their finance
is separate from their use (so payment for the goodt related to one’s use of it). While
merit goods do not thus satisfy consumer needsttirehey lead to or are necessary to
achieve the goals of rational citizens. Merit g@amguments should thus only be accepted
if one can see that they lead to, or are neededtter fulfilment of some commonly
accepted goal. Ver Eecke gives the examples obmaltidefence (needed to achieve
security, not charged according to use and reguigsome value judgement) and
education (needed to achieve rational, informedolgeto enhance the operation of the

12



free market). Having established that merit goadsaaseparate class from public goods,
he goes to on argue that some goods have bothcthasécs:

“Thus in my view it is wrong to ask whether a particulardy@a private, public or merit good.
The proper question to ask is which aspects of a particutar gghibit characteristics typical for
the concept of private good, for the concept of publiodgand for the concept of merit good”
(Ver Eecke 1998:149).

Arguments for public funding should thus addre$shal aspects of the good, not simply
class it as one particular thing. Arguments in favof arts funding could thus be
presented in private goods terms (economic impaotlies), public good terms
(contingent valuation studies) and merit good terfgsalitative historical studies

including value judgements).

Both Musgrave (1959) and Throsby (1994) recogriiaé the arguments supporting merit
goods are largely normative and involve some valdgement and, thus, an interference
with consumer preferences. Some of the argument®puard for regarding the arts as a
merit good are: the arts enhance national idemtitg pride and international prestige,
they provide ongoing education for children andl&guhey offer a critique of social

policy, they foster personal development and irgegrindividuals into society

(Cwil980). What makes this argument problemati¢ch&t these benefits are largely

intangible and thus difficult to measure.

As Klamer (2004a) points out, neoclassical econtamase loath to delve into issues of
“value”, preferring to defer to the market (or dagent market) as capturing economic
value and representing individual preferences. uchsPeacock (1969:323) argued that
any attempt at justifying public support of thesalbn the grounds that the community
does not know what is good for it” smacks of “cudtiupaternalism” and represents what
someone thinks the community ought to have, ratien what they want. The market
allows consumers to vote with their spending, amgicany sort of big brother approach.
Peacock (1992) reiterated this by appealing todibeirine of consumer sovereignty, in
which public funding allows consumers greater agdesculture, without choosing the

“correct” form of culture for them. This is done bfianneling subsidies largely through
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consumers, rather than through suppliers of artsanpreserving the consumer’s right to
choose; otherwise, once the market is deemed dmerffi some dominant voice or

perspective inevitably appears.

Throsby (1994), however, felt there may be a cassubsidy of the arts as a merit good
on several grounds. Firstly, consumers may lacknbeessary information needed to
make informed market choices. In the sense thwgaketermine the demand for arts and
that, as Peacock (1992) pointed out, the demanthfgh” culture is largely dependent
on the education which allows one to access i§ guint is valid. As early as 1959,
commentators like Musgrave (1959:14) agreed, gfatWhile consumer sovereignty is
the general rule, situations may arise, within toatext of a democratic community,

where an informed group is justified in imposingdiecision upon others”.

Throsby (1994) also argued that the notion of coresusovereignty needed to be
expanded to take into account cases where consuebes/e inconsistently with their
underlying values because of such things as “migpdion, weakness of will or the
fluctuation of preferences over time”. Seen in thght, the guiding hand of the
government in selecting cultural products for sdp$n order to prevent them from dying
out, could be seen as expanding, rather than figyitonsumer choices in the long run.

Throsby’s (1994) view ties in well with the argunhéimat the arts should be protected by
subsidy for the benefit of future generations, ipalarly if it is channeled into child
participation in the arts. As Cwi (1980:42) put it:

“Those concerned about future generations believe that we hasgpansibility to assure
continuity and access in future years to the produce of cuartistic endeavor. It is felt that
without subsidy some of that activity will either disappearbe available in only limited

quantity, quality and variety.”
As he pointed out, however, this assumes thatdug@nerations will share our ideas of
what is culturally valuable and that once a paléicart form is gone, it is irretrievable.
Peacock (1969:331) also pointed out that, consigelevels of economic growth, an
increase in public investment that redistributesome to future generations from the

present one may represent a transfer of wealth &@morer generation to a richer one.
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Throsby’s (1994) third argument is that a socialfare function which admits only
individual utilities may be too limited in the caséa “socially meritorious” good, such
as the arts, and that public financing of sociabdgwhich are “irreducible”, that is,
goods whose utility cannot be ascribed to any aregn, should not be constrained by a
limited theory. This idea has since been exparmed by Throsby himself (2003) and
Klamer (2004b) — that is, that a new theoreticahfework is needed for cultural goods

whose value is socially constructed.

As Fullerton (1991:68) pointed out, the fact tha airts may be regarded as a merit good
IS not enough to justify public funding; “Subsidiase not justified for thousands of
profit-making movie theaters ... just because thm@yide a product which is good”. The
argument was supported by Rosen (1995) who, inimgi@aumol and Baumol (1981)
agreed that “the merit good approach is not realjystification for support - it merely
invents a bit of terminology to designate the deirdo so”.

The discussion of the arts as a merit good leadg alearly into the notion of cultural
capital presented below, but took a long time tekgressed in this form because of the
reluctance of economists to discuss “value” as@eapresented by anything other than
market price. However, in order to defend publibssdies for the arts, the merit good
argument clearly indicates that one would have rove that they represented some
valuable good that could not be gained throughathgr means. Also, it is not enough to
prove that the arts are a merit good, one mustsidew why the market is not efficient in
providing them, that is, one needs to postulateketdailure.

2.2 Supply side arguments: Baumol's cost disease

Baumol’s cost disease theory (1965) simply stdte§ generally, the production costs of
the arts will tend to rise more rapidly than thasether industries. While technological
advances may significantly and continuously briogd production costs in other sectors
of the economy, Baumol and Bowen’s (1965) landmeticle published almost four

decades ago, argued that productivity in some sectostable - the arts being one of
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them. A much quoted example is that of the perforweaof a particular piece of music
which takes the same amount of time and numbeeagple as it did a hundred years ago,
while the time and labour required to produce, émample, a car or a watch, has

decreased significantly in the last century (Brob897).

The cost disease has resulted in both the appaearing of ticket prices for the

performing arts and the relative decline of the @gmgf artists. Baumol (1995:2) argued
that this is true of all the “handicraft” servicesjch as visits to the doctor and police
services, which are labour rather than capitalnisitee: “As wages go up, there is no
productivity offset to rising costs. So the costd #he prices of these things go up far, far
faster than the average good or service in anysindlized country”. Baumol (1995) has

estimated that the rise in the costs of the arteenJnited Kingdom is about two percent

higher per year that the rate of inflation.

Baumol (1987) himself pointed out, however, tha¢ tlact that the arts have cost
problems does not automatically qualify them foblpusupport. However, if taxpayers
decide that the arts are worth supporting, as & peod, because of positive spillovers,
for future generations etc., then the cost disease be used as a strong supporting
argument. In a published interview (1995) Baumaisserted his original point that,

without sufficient public support, the arts willdme in both quantity and quality.

Other writers (like Fullerton 1991; Cwi 1980; anckaRock 1969), however have
expressed some doubt about the cost disease hgotip®inting out that, despite
Baumol’s logical and neat theory, there has nohlkeesignificant decline in the quantity
and quality of the arts provided: “While the bakigic of the cost disease is, in its own
terms, unarguable, the causal chain linking certdiaracteristics of production of the
live arts to the widening income gap for performiogmpanies is by no means as
inexorable as many have supposed” (Throsby 19943é&)eral reasons for this have

been put forward.
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The first and perhaps most compelling argumentragidine cost disease theory has to do
with the new reproductive technologies. As far bask1969, Peacock pointed out that
access to the arts was greatly expanded by thdapenent of the “new media” of his
time such as radio, television and gramophones @bcess has vastly increased with the
“new media” of today: satellite television, thedmet, Web-casting, video recording and
compact discs. Even if one argues that there iseabsubstitute for live performance,
there is no doubt that access to arts productsbeagreatly increased through new
technology. Fullerton (1991) argued that this agplio visual as well as performance
arts: “Just as we gain from new technologies tHatvasharper musical reproductions ...
we can gain from high quality reproductions of argxpensive prints, or the safe travel

of exhibitions”.

Cowen and Grier (1996) agreed with this view, eaeguing that the cost disease does
not exist. Their argument is that the arts are especially labour intensive when
compared to other sectors of the economy, and dntst production can involve
significant amounts of capital. They also suggetieadtlthe arts and industry are far more
closely linked than Baumol's theory suggests; fearaple, the innovations of the 19
century French Impressionists relied heavily onittwention of the tin paint tube which
allowed work outside in sunlight, as did their usfenew, brighter colours, based on
synthetic materials. If one adds to this the cofthe training and traveling of any artist,
the production of art may turn out to have a simiapital-labour ratio to other
industries.

The new technologies also affect the argument Hwatelative wages for artists decline
(which they must do in the face of rising costspuld-be artists are more likely to
choose other, better paid careers, thus possilgietileg the quality and quantity of the
arts (Baumol and Bowen 1965). Cowen and Grier (9&rgued that this view is far
too simplistic. Firstly, as economic growth increesvages generally, more people will
be able to work in those areas, like the arts,hickvmonetary benefits can be exchanged
for personal enjoyment. Secondly, increasing wealtble to support a growing number
of “profitable artistic niches”, further increasimgn-pecuniary returns, as artists are able
to specialize in areas that they find particulambgresting.
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Throsby (1994) and Tiongson (1997) also mentiomedptossibilities of merchandising
activities as a substantial way to increase thenre of arts organizations, giving as an
example the “tremendous income from Broadway shptsters and other souvenirs”.
Tiongson (1997:120) also argued fiercely that Balsniheory greatly underestimates
the importance of the link between the performings aand the manufacturing
technologies and argues that much of the non-wemsumption qualities of the arts
depends on the state of technology: “The capacitytechnology to extend the
consumption of a single performance millions of dénneeds to be reassessed”.
Tiongson (1997) cited the ongoing work of Brook€(12), suggesting that, while non-
live arts performances are probably always infetiorlive ones, broadcastings and
recordings of, for example, an orchestral perforceairmay promote the orchestra and

make attending its performances more prestigious.

Tiongson (1997) also argued that Baumol’'s comparsiothe performing arts with the
manufacturing sector is misleading and inappropriscause of the non-rival nature of
the arts. Manufactured goods, like a car, may &akancreasingly smaller amount of time
and labour to produce, but only a few people canefie from its use. An arts
performance may benefit many more people - eithcty, through broadcasts (the
magnitude of which depend heavily on the statesohnology) or through tangible and

intangible spillovers.

Cowen and Grier (1996) conclude that the statisés@dence for the cost disease is
doubtful. Like Tiongson (1997:2) they pointed ohatt it is not accurate to measure a
performance as a private good (in the sense taptiichase of a ticket entitles one
person entry), “when in fact performance has bec@mne(excludable) public good
through electronic reproduction”. They suggested tost disease studies tended to focus
on the segment of the performing arts that is diyda decline, like opera, theatre and
classical symphonic concerts, while choosing nasttaly those areas that have grown,
like movies and jazz. This argument again focusesntion on the importance of one’s
definition of “the arts”. Baumol’s study tends tactis on “high” art forms, while Cowen
and Grier (1996) suggested that the definition Ehmclude popular art forms.
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As a result of these and other mitigating factdissosby (2001:119) reports that little
evidence has been found for the cost disease.

“These studies have shown that the combined impacts of groduadjustments, increased
demand and generally rising levels of unearned revenue haveeiany tendency towards a
secular rise in deficits among arts companies, suggestingaliaugh the cost disease will
doubtless continue to present such companies with diffigrdblems, it is unlikely to be

terminal.”

Blaug (2001:124) points out that cultural economizs lacked “a single dominant
paradigm or overarching intellectual theme thatbiall its elements together” and that
this is the reason that Baumol's theoretical warklee cost disease has attracted so much
attention. However, it has become less creditablieehnological progress has advanced
and arts institutions and activities have, if aimygh increased. Perhaps the new theories
of cultural capital and value creation will providebetter and more inclusive theoretical
framework for the subject.

2.3.  New theories of cultural capital

Throsby (1999, 2001) first introduced the idea wfwral capital in economics. “Cultural
capital, in an economic sense, can provide a merepresenting culture which enables
both tangible and intangible manifestation of cdtio be articulated as long-lasting
stores of value and providers of benefits for imdlials and groups” (Throsby 2001:44).
Like Klamer (2003b), he separates economic frontucal capital, but emphasizes that
cultural capital can give rise to both economicueal(“ordinary” capital) and cultural
value. This distinction in an important one whegames to valuing cultural goods. For
example, events other than the National Arts Faktiould provide the same economic
value, but not the same cultural value. In otherdsp while there is substitutability
between the economic values that the NAF provitteere would be expected to be zero
substitutability between cultural and physical talpin respect of its cultural output”
(Throsby 2001:52).

The recognition of cultural capital as an econowatue can thus produce a whole new

set of reasons for the public funding of culturardsby (2001) draws a parallel between
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the preservation of biodiversity (natural capit@hd cultural diversity (cultural capital),
which generates the kinds of moral arguments thatbeen used in the case of the
preservation of natural capital for years. For eplemif the present stock of cultural
capital is allowed to decline through lack of inweent, one could argue that future
generations will be deprived of its benefits, siticeir interests are not reflected in the
current market. Throsby (2001) agrees with Klan#90@) that the current economic
preoccupation with efficiency may be undermining thotion of fairness, that is, “the
rights of the present generation to fairness inessdo cultural resources and to the
benefits flowing from cultural capital, viewed assosocial classes, income groups,
locational categories and so on” (Throsby 2001:868) will be shown in the NAF case
study, the notion of fairness of access was aquaatily important and bitterly contested

issue.

Like the arguments for maintaining biodiversitygaments for maintaining the diversity
of cultural capital can also be made, since newtalafprmation can be shown in both
cases to depend crucially on the existing captiatks Even more compelling is the
argument that, as in the natural world, no systensolated, but all are interconnected
and the long term sustainability of our existenepahds on the maintenance of all these
systems, including natural ecosystems and cultaegdital (Throsby 2001). Unlike
Klamer, who argues for a complete break away froeasuring the outcomes of culture

in traditional economic terms, Throsby (2001:58) sees the link as important:

“It is becoming clearer that cultural ‘ecosystems’ underpim ¢peration of the real economy,
affecting the way people behave and the choices they make. Ne@leattwral capital by

allowing heritage to deteriorate, by failing to sustain tHaucal values that provide people with a
sense of identity and by not undertaking the investmemtete® maintain and increase the stock
of both tangible and intangible cultural capital, willdikise place cultural systems in jeopardy

and may cause them to break down, with consequent legsifafe and economic output”.

Klamer (2002) argues that, in addition to econoard social capital, cultural capital
should also be counted as part of an individuaksiih. He defines economic capital as
“the capacity to generate economic values”, usuqllite adequately expressed in the

market and captured by economic accounting methbdshe extent that human and
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natural capital allows the generation of economapit@al, they are included in this
category. The second type of capital is socialtepivhich is “the capacity to generate
social values”, like friendship and trust. Thicapital in the sense that it needs resources
to build it up and maintain it and, while it cas@lgenerate economic values, it has some
intrinsic value of its own that is not well captdra the market. Finally, cultural capital

is defined as “the capacity to inspire and be mspi... to find meaning” (Klamer
2002:465-7).

While Klamer (2002) acknowledges the difficulty afeasuring social and cultural
capital, he argues strongly that this does not ntbanthey are irrelevant. Rather, they
are the very qualities that give meaning and pwpodife and that “wealth” should be
measured in terms of all three sorts of capital,just in the easily measurable economic
sense. In fact, Klamer argues that economic capdal no intrinsic value at all, but is
valued rather for what it allows individuals to aare. However, he (2002:471) does not
suggest that markets are useless in measuring moonalue, but that we should
acknowledge the value of intangible “goods” as w&lVhen we consider social and
cultural values in addition to economic values, disagreement on an institution like the

market becomes a difference of opinion on the weighof different spheres of value”.

However, while their theory of cultural capital prdes an important additional (and
perhaps the most compelling) reason for public fiugpdf the arts, it is hampered in
practice by the difficulty of measurement. Blaugd@2:132) in his review of the
development of cultural economics, comments thatetls almost “universal consensus”
on the question of whether the arts should be plybfunded, “but, of course, the real
issue is not whether to subsidize, but how muchiamwdhat form...” In order to answer
these questions, some sort of valuation of theiartecessary, be it in the market, the
contingent market or some other, more qualitatbrent
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3. VALUING CULTURAL GOODS AND THE SCOPE OF ECONOMIC S.

As discussed in the previous section, economists g acknowledged that the arts do
not operate well in the market because of theilipignod characteristics, because they
are a merit good and because of their cost stregt(Baumol's cost disease). The
argument would then be that, in order to arguecéffely for government intervention in

the arts market, these externalities would needbeoproved and measured using a
contingent valuation method. However, commentdtkesKlamer argue that, even when

the arts are a private good, their market valugoisa good indication of their real value

and that this is also the case for contingent mar&kiations. Thus, rather than refining
current market based valuation techniques, anedntirew set of methods and indicators
is needed in the case of cultural goods which, sd#mer and Throsby argue, is closer

to the original intention of what the study of eoorics should include.

Klamer (2003a:3) argues that, “the dominant ecoooparadigm seriously hampers
discussion of values among economists” becausetdd focused on the idea of utility
and rational choice theory. All economists accéet fact that an individual's utility is
unknowable — that is, that the satisfaction onagyiom a good is highly individual and
will be shaped by preferences. However, rationalicghtheory says that, although one
cannot know the reasons for another person’s chpite observation of the choices
themselves provides enough information. Sinceaissumed that, on average, consumers
make choices so as to maximize their utility (wkateit may be), given their budget
constraints, one can infer the value they placevamous goods by observing their
consumption of them. A crucial point is that theadof “utility” is not affected by this
observation — the observer does not presume to domelusions about the consumer’s
motives, morals or reasons for consuming one gostead of another, but, assuming
rationality, one can say that the consumed goodiiges greater utility than the
alternative choice of the good not consumed. Inewtivords, consumption and
production, which determine market price, are dactife way of valuing a good without

having to observe or discuss the reasons behinchibiees.
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Both Klamer (2002, 2004a) and Throsby (2001) fihdttrational choice theory is too
restrictive a way of “valuing” goods — even privaieods that operate well in the market
— and that the original scope of economics did diotate such a narrow field. For
example, Keynes referred to economics as a “meorahse” and further back, Marshall's
definition of economics was, “the study of mankimdthe ordinary business of life”
(Klamer 2002:458-9), neither of which dictate thaglue” will be determined only in the
market. Throsby (2001:20-23) agrees that early rteecf the cost of production and
individual utilities, combining to lead to the neaquilibrium market price, led to the

belief amongst many economists that, “a theoryrwie is a theory of value”.

Does market value, for goods sold in the markemstitute a good measure of value?
Proponents of rational choice theory have recoghpmblems in this area, but have
gone about solving them using contingent valuati@mthods — that is, by constructing a
hypothetical market to arrive at a price.

In the case of consumer surplus, that is, the tldaathe consumer may be willing to pay
significantly more than the market price for a go@dice can capture a minimum
monetary value that consumers place on the goddidiueven if one accepts that price
is value) the total value. For goods not tradethenmarket, a market structure can still be
evoked by creating a market scenario and askingithhls what they would be willing
to pay or willing to accept to change or achieve #tenario. Putting aside all the
problems related to hypothetical markets for nowuld honest, unbiased answers to
such WTP questions generate true values? For gniéas to pay (WTP) figures, the
problem is that an (honest) answer would be comsdaby budget, which may not
represent a true value at all. For willingnessdeceat (WTA) figures, not constrained by
budget, a true value may still be elusive, sinamesehings are literally “priceless”, like
health or religion or, it could be argued, cult(Epstein 2003).

For example, suppose one wanted to know the “vadfi@’child. One could work out the

financial cost of the child to the parents, but tqmErents would probably argue that this
was a vast underestimate of the value of the chiltbe it included a number of non-
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market externalities that were being ignored. Oméldcthen ask what the family would
be willing to pay to prevent their child from beitgken away from them. An answer
might include their whole income and still not bérae value. If one were to ask what
they would be WTA as compensation for losing théldgchanswers are no longer
constrained by budget, but they may still not ble &b express, in a meaningful monetary

amount, how much they value their child.

Of course, the idea is far from new. In his landkranticle “Rational Fools” Sen (1977)
questioned the assumption of economic agents agnaatutility maximisers that

underpins welfare economics:
“The complex psychological issues underlying choice have reckadn forcefully brought out
by a number of penetrating studies dealing with consumer diegiand production activities. It is
very much an open question as to whether these behaviaralctéristics can be at all captured
within the formal limits of consistent choice on which the welfare-maximization approach
depends” (Sen 1977:324).

Sen continues to make arguments against usingyusi the measure of value, also
arguing that freedom and the available choice seiser (1985). However, when asked,
at his recent (2004) visit to Rhodes Universitydoeive an honorary doctorate, whether
economists working in areas based on rational ehelould abandon the framework
entirely, he replied that utility theory did haus uses, but that the problem lay in its
being regarded as tloaly theory of value.

Many of the problems associated with the valuatiboultural goods specifically is that

the arts, and the cultures they stem from, are wergh the product of society rather than
the individual around whom marginal utility theamgvolves. Both Klamer (2003a) and

Throsby (2003) refer to the complex ways in whiokisty values cultural goods, not as
individuals, but collectively. Klamer (2004b) puirward the idea that the arts are a
“‘common” good — that is, not public, because nomaimers can be excluded from the
group in a number of ways, but not private eiteithe sense that individual ownership
makes no sense where values are socially congdcuthe social construction of value or

“valorization” (Klamer 2003a) of cultural goodstle crux of the matter.
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Klamer gives a number of examples of cases whezeetlaluation of cultural goods

changes their value:
“If foreigners point out to indigenous people that thgles of old stones are actually cultural
treasures and that they are willing to pay to conserve tharintligenous people change their
perception of those stones and may even begin to value @etma cultural good listed on the
UNESCO world heritage list, and people will value thatdpwre.” (Klamer 2003a:11).

Socially constructed values can also change owee.tiFor example, during colonial
times, European traders “paid” for African goods kieads, which were valued by
Africans because they were foreign and couldn’t greduced locally. Since then,
however, African beadwork has become an integrdlgdfahe culture, beads being used
in traditional dress as decoration, but also tacei@ such things as rank and tribal
affiliations. Klamer (2004a) comments that tradiab African beadwork has now
become valued by Europeans as “exotic” due to atsylpresence in Africa. An
interesting example of this reversal is the casethef Albany History Museum in
Grahamstown which, in the 1920’s, received a regiuesn a German museum for some
traditional African beadwork. Having supplied thealds, they were sent in exchange an
ancient Greek terracotta figure of a winged victoryNike — now one of the treasures of
the Albany museum and considered a wonderfully gexchange for the “common”

beadwork (Way-Jones 2004, personal communication).

Klamer (2004a:11) also points out that subjectinljucal goods to market valuation may
damage them or devalue them. “The rigor of beiraggd in the sphere of commerce,
measured, compared, discussed, priced and trak&edrly other commodity may very
well affect its [the cultural good’s] subsequenalesation”. That is, simply by making the
market valuation, the value of the good is chanffeday enhance the value of the good,
or it may damage it. The example of friendshipsiltates this point well: by asking
someone what he or she would be willing to payyour friendship, one may have

already lost it.

Having established the problems with market prica aneasure of value, the next logical

guestion is how else one might go about measunnfp values. Here the theoretical
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advances have reached a temporary halt. Throsl8(209-80) points out that, while
economic value, including imputed non-market vaisemeasurable and expressible in
quantitative terms, “Cultural value... is multi-dingonal, unstable, contested, lacks a
common unit of account, and may contain elemené$ tannot be easily expressed
according to any quantitative or qualitative scale’Klamer (2002, 2003, 2004)
acknowledges the difficulty of measurement, butiaggthat this is not a sufficient reason
to exclude cultural value from economic study. Afd, “whenDe Economisbegan its
appearance, there was no notion of income and aitodg like economic growth was

not much more than a concept, without numericaterah (Klamer 2002:453).

In fact, there appears to be a significant litenateveloping on the subject of “cultural
indicators”, particularly amongst arts policy makand proponents. Madden (2004) in a
study conducted for the International Federatiod$ Councils and Culture Agencies,
reports that there are almost 200 articles in Bhgbn the subject, exploring many
aspects of the value of the arts to society. Howewe also finds that the field is “still
largely under development” and that the wealth hidoty has not been turned into

practical arts funding policy.

In discussing possibilities, both in the identifioa and measurement of cultural
indicators, Throsby (2001) does suggest, howenat, studying individual responses, if
enough consensus arises, might arrive at commaaoaitods of cultural value. A recent
paper by Scott, presented at an internatidhakl4arts Internet conference (2004)
discusses the use of the Delphi technique in agieit consensus between the public and
experts on the social impact of museums. The tegcienivorks by asking individuals,
chosen because of their knowledge and experienestiqns via the Internet. Responses
are then circulated to all participants, commemadand used in a second round of
“discussion” to “build towards a consensus” (S&f104:6). The results of the study on
what the purpose of museums is and should be, shdkat it is possible to reach

agreement on general cultural indicators, even éatvquite disparate groups.
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On another track, Throsby (2001, 2003) suggestsctiitural value and economic value
have a positive relationship so that, although enmao value is recognized as insufficient
to capture cultural value, the two could be higblyrelated, since both values are
“formed by a negotiated process akin to a simplekataexchange” (2003:281). For
Klamer (2002) this is a sell-out — a retreat irite heoclassical framework he is trying so
hard to break out of - but until the theories oftwal capital or value can be made
operational, even economists who agree with hinlileedy to continue using market and
non-market valuation techniques because of anatbé&nition of economics, namely,
that it is the study of the allocation of scarceorgces to satisfy unlimited wants. At
some stage, a decision on spending on non-markelsgtas to be made and valuation of
these goods, however imperfect, provides one waymaking allocative decisions,

perhaps a more democratic way than leaving it@gtto politicians and experts.

“Despite the difficulties in interpreting prices as economalug, economists working on
evaluation of the demand for public cultural goods (or F& public-good element of mixed
goods) in the cultural arena have had little alternativetdwatpply the standard approaches and
accept resulting assessments as the best estimates available éaohomic worth of the good
concerned” (Throsby 2001:25).

Although quantitative measurement of cultural valseems unlikely, qualitative
valuations may be more fruitful. Throsby (2001:29-8liscusses several ways of doing
this, including mapping, attitudinal analysis, camtanalysis, expert appraisal and thick
analysis. The latter is described as “a means tefrpretive description of a cultural
object, environment or process which rationalizégevise inexplicable phenomena by
exposing the underlying cultural systems etc. atkvemd deepens the understanding of

the context and meaning of observed behaviour”.

The value of the National Arts Festival to Southiéd obviously extends well beyond its
market or non-market value as calculated via ecanampact or contingent valuation

methods. Its existence, from 1974 to the presemiers a turbulent period in South
Africa’s political and economic history and, asIsuone is bound to ask whether, or to
what extent, it reflected, assisted, or hinderbd, firocess. If culture is at the heart of

hegemonic control, it is reasonable to assumettitaNAF would have had some role to
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play in the struggle for freedom and equality andhsa postulated role would certainly
constitute an important value, although it is ueljkto emerge from standard economic
valuation techniques and is probably not quanti&abhe following section will examine
the history of the NAF — its content, control, amties and sponsors - comparing it to the
political situation in the country at the time aaaplying some of the theoretical concepts
developed above, such as cultural capital andrtseaa a common good.
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CHAPTER 2: PART Il
THE POLITICAL AND SOCIAL HISTORY OF THE NATIONAL AR TS
FESTIVAL

Economists have always realized the importancehef ¢ontext in which they are
operating and most studies have a brief sectighisoeffect. The following history will
attempt to provide a context, but also a look aitlaer way of valuing the National Arts
Festival (hereafter “the Festival’) — a qualitatiygerhaps subjective, but nevertheless
important way of assessing the role of culturalitaBons in societies undergoing radical
political change.

Throsby (2001) suggests that one might more closdigrrogate cultural value by
disaggregating it and perhaps using some kind oherical scale to indicate the
importance of each category of value over time. ghestion of whether the Festival has
been of value to South Africa is thus divided iataumber of sub-questions and rated in
importance over the three phases described below stale from one to ten. This is
purely the subjective valuation of the author, basa interviews with stakeholders,
perusal of past programmes and other literature amdnsideration of South African
political history. The scope of this thesis does altow for further research in this area,
but the possible application of interview technisj@eith the public, festival goers and

experts) to the following scheme is clear.

Three major components of the cultural value of Flestival are considered: its role in
maintaining diverse South African cultural capittd,role in building new cultural capital
and its usefulness as an outlet for political anmciad resistance. Where data is available
(on, for example, audience characteristics), theti¥a's role in the “valorization”
(Klamer 2002) of cultural expression by artistsertg and audiences is also discussed.
This last point is very much dependant on the evicategories, since the value of
judgments made by Festival artists and audiencaghigct to the perceived legitimacy of

the Festival in representing a truly representaBeeith African voice. The following
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section gives a brief overview of the National Aftsstival as it is at present, followed by
a historical analysis divided into three periods.

1 THE NATIONAL ARTS FESTIVAL AS IT IS TODAY

The Grahamstown National Arts Festival (NAF) waartstd in 1974 and had about 60
events, running over a week. Grahamstown is a s8weitler town in the Eastern Cape
with little industry, but with several excellentiyate schools, Rhodes University and a
division of the Supreme Court of South Africa. Déspts small size and relative

isolation, it has one of the county’s finest auditms in the 1820 Settlers Monument,
which seats about 1000 people. Built in 1974 to m@morate the British pioneers who
came to South Africa in 1820, the Monument provitles ideal setting for large-scale
production events and is used as the major venuéViain” programme performances

during the Festival (Neville 1999).

Title sponsorship of the NAF by the Standard Bdrdn 1984 to 2001, as well as from a
number of other smaller sponsors, has seen thevélegtow phenomenally from its

humble beginnings. It has been described as “Tépgelst and most vibrant celebration of
South Africa’'s rich and multi-faceted culture” (Suern Africa Places 2003). There are

currently about 1800 events at the Festival ovanadl ten day period.

In addition to an increase in size, the Festiva beown in diversity, now including
theatre, dance, opera, cabaret, fine art, jazgsicial music, poetry readings, “Word Fest”
lectures, craft markets and walking tours amongserothings. The focus is not only on
the many cultures that make up South Africa andcAfrbut also includes performers
from China, Argentina, the UK, India and many othddburing the Apartheid era, the
Festival provided an outlet for otherwise supprdssecial comment and political

activism.

Modeled on the Edinburgh Festival, the NAF has Maimd Fringe programmes.
Performances on the Main are invited by the Felstorganizers and are heavily

sponsored. Main performances thus include someilatple productions, like the ballet,
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opera and symphony, as well as foreign companieften sponsored jointly by their
governments. The Main also includes the Winter 8thwhich offers a series of lectures,
films and demonstrations by a wide range of peopieluding academics, artists,
political figures and well-known personalities. Bese of this sponsorship and subsidy,
tickets to Main performances are very reasonahtedr ranging from about R30 to R65
(about USA $5 - $10 where 1$ = R6.50).

The Fringe is open to any performing group, butdsas heavily sponsored, and runs on
a more commercial basis. Typically, it attracts kengroductions, often experimental in
nature. Given that there is little sponsorshipngei performances, although somewhat
cheaper, on average, than the Main, tend to cdsteee R20 and R45 (US $3 - $7).
Since they are not reviewed before the Festiva,rénge in quality is enormous, and
there is some element of risk of disappointmeratianding these shows. Recently, there
has been some complaint by Fringe artists thaieasng costs are driving up ticket

prices and decreasing demand for these shows.

Free shows and street theatre, both offered onMaim program, often including a
European group, are also fully sponsored by théivedrganizers. Although there are
relatively few of these shows in comparison withestevents (5 in 2003), they form an
important part of the vibrant atmosphere of thetiFas A number of sponsored art

exhibitions, also free to festinos (festival gogesg available.

The Festival includes two craft markets, a smailex at Church Square and a larger one
on the Village Green, sponsored by Transnet, theigy owned railway company. The
craft markets are run on a commercial basis anldideca fascinating array of art and
craft objects from South Africa and elsewhere, masi traditional foods, clothing and

much more.
The following section outlines the artistic devatmmt of the Festival and its response, or

non-response, to the sometimes-violent politicanges occurring in South Africa from
1974 to 2004. The period is divided into three plsasBeginnings” covering the period
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from 1974 to 1983 when the Standard Bank took agetitle sponsor, Phase two, from
1984 to the beginning of the “New South Africa”1894, with the third phase covering

the last ten years of development.

2 PHASE 1: BEGINNINGS

Annual arts festivals under the auspices of theQ188&ttlers Foundation were held in
Grahamstown from 1970, but don’t appear to havevgran scope and size until the
Settlers Monument became available as a venue. rdicgp to Neville (1999) the
campaign to build a monument to commemorate thésBriSettlers who came to the
Cape in 1820 was started as far back as 1960 by Bawker, an MP for the Albany
district. Far from being an establishment projéitt,was fear of the English-speaker
having no place in the Broederbdribminated regime and being left out of the design
by the new architects of the nation that had méédda om Bowker to highlight British
Settler history and to launch a campaign for aomali monument to honour these
Settlers” (Neville 1999:1-2). Thus, from this pezspve, the 1820 Settlers movement,
which played a large role in founding and runnihg Festival, had always been an
alternative voice to the Afrikaans political leaslend has worked to maintain cultural

diversity, albeit focused initially on English aute.

Funding for the 1820 Settlers Monument was sougiarliament, however, and found
support at various levels, once the nature of tbaument and a suitable site had been
identified. Originally, the monument was envisageda chapel or shrine, but this vision
quickly lost support because of the move at theetim unify European-origin South
Africans under the Verwoerd government. The lintneen the proposed monument and
“an English language festival” received wide suppparticularly from Professor Guy
Butler, who was to serve as the co-founder/chairmfathe National Arts Festival in

years to come. After many setbacks and changetanf the monument was completed

! The Broederbond (band or league of brothers) was a secsetiiety for protestant, Afrikaaner men. The
aim of the society was to promote Afrikaaner nationalisritigal interests and influence. During the
Apartheid years, many government officials were rumored tinigeto this society (Schonteich and
Boshoff 2003).
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and placed under the auspices of the 1820 SeEtaradation (Neville 1999). In a very
real sense, this world-class venue, with a maintaeudm seating about 1000 people, is
what enabled the expansion and growth of the Fadstimd, as will be seen below, the

Festival remained linked to the Foundation for nafsts history.

The inaugural Festival in the new venue (8-20 J8y4) focused very much on the
newly completed 1820 Settlers National Monumenge Tbver of the programme showed
a photograph of the Monument (building crane intiaekground) and the message from
the chairman (Guy Butler) began “Welcome. You hesme to celebrate the opening of
a Monument designed to perpetuate our many sidethge...”. The focus was quite
clearly on maintaining European cultural capital {tae name of the Monument suggested
it would be), the programme including things likeys by Shakespeare, BBC films,
ballet and “guided coach tours of Settler counthyit also included “a new play by Athol
Fugard”, marked in a second version of the programasisold out (Festival programme
1974). No Festival took place in 1975.

The 1976 festival was advertised as “The Shakesgesstival” and included plays, films
and talks mainly on this theme with two exceptienglays by Pieter-Dirk Uys (notable
political satirist) “God’s Forgotten” and “Strikeputhe Banned”. Although few, these
shows were the beginning of what was to be a lostptty of offering outlets for peaceful
political resistance at the Festival. A schoolsgpaonme was also offered for the first
time and included an exhibition by the Xhosa Depalent Corporation of “their
manufacturing operations in the Ciskei and Trandkeb of the so-called homelands]...
many items are of ethnic origin and include beadwand traditional Xhosa skirts”
(Festival programme 1976). Neville (1999:89) comteenn the difficulty of getting
government permission for the inclusion of everhslimmited numbers of African-origin
and mixed-origin delegates, despite the fact thit a few weeks before an international
United Nations “Year of the Woman” conference waklhat the Monument, which was
“the largest multiracial gathering ever held in 8oAfrica”. In the end, the Festival was
unofficially open to everybody as long as it did head to confrontation and this element
was downplayed in the press. The year 1976 alsdisastart of a significant number of
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student drama presentations at the Festival tlshtdehe National Festival of Student
Drama (sponsored by the Standard Bank from 198Bichwhas remained an important
part of the Festival to date. With the schools paiogne, the student offerings played a
role in building the cultural capital of young pémpalthough these were originally

mostly European-origin students and pupils.

In 1977, although ties with the 1820 Settlers Fatioth were still evident, the festival
was presented as the “Grahamstown Festival”. Inogramme foreword Professor Guy
Butler, chairman of the Festival committee, drawerdion to the financial strains and
difficulty of running the Festival in an economexession, but says that it was decided to
continue because “Our Festival, unlike many othess,a serious vein beneath its gaiety:
we gather to celebrate out English language heritagl to encourage its perpetuation in
the Republic”. Despite this stated aim, howeveg, festival included more local content
than before, including a competition for the besut8 African short film, African
documentaries, lectures on the use of English lic#f-origin writers, a series on Xhosa
literature including oral poetry and an exhibitiohcontemporary African art from Fort
Hare University (Festival programme 1977). Theddening focus was important if the
Festival was to successfully find a place in mamitgy and building the more diverse

South African cultural capital.

1978 saw the advent of serious sponsors and teetedh the number and variety of
shows on offer was immediate. That year, the fabtixas billed as the “Sharp Festival of
the Arts Grahamstown”, starting what was to be ragltradition of title sponsors. The
Standard Bank sponsored some of the theatre anddlusion of jazz made room for the
involvement of more African-origin artists in theriormance sphere. However, as was
to be the case for many years to come, the Fedlisaimittee, who invited the major
contributors and allocated sponsorship, was madexgtusively of European-origin

people.

The 1979 Festival was sponsored by Five Roses “Fage(Roses Festival of the Arts
Grahamstown”), which was to continue until the 8td Bank took over in1984. The
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1979 Festival saw the advent of the “Film and Feihgection of the Festival (about 10
events on offer) and included jazz by African-amignusicians and plays in Afrikaans
(Festival programme 1979). The 1980 Festival inetutbr the first time on the Main, a
drama with a multiracial cast (“Waiting for GodatThe Fringe also expanded to include
late night theatre, music, dance, film and exhiloisi (Festival programme 1980). Thus,
although in a small way (and to mostly Europeagioriaudiences), the Festival’s
increasing diversity was starting to play a rolanaintaining and building the county’s

cultural capital.

However, the 1981 Festival began an ill-fated angcanceived (but brief) period of

theme festivals, starting with “Mostly Mozart” wihidin contradiction of this idea) was
billed as the “National Festival of the Arts” fdret first time. The stated objective of the
Festival committee chairman (D.M. Hopkins) was étarich the educational and cultural
development of the people of South Africa”. Notmisingly, the programme had a very
Eurocentric flavour, but expanded to include otliropean cultures, like Spanish
dancing and an Ingmar Bergman film festival — adreot continued due to the cultural
boycott. Still, there was some representation afcAh-origin artists, with the Standard
Bank Foundation’s collection of African tribal apeing the major exhibition in the

Monument art gallery (Festival programme 1981)iHis year also, the Young Artists
Award was started (later taken over by the Stan@&amk). The 1982 Festival, billed as
“Boldly Beethoven” followed much the same trackt bwas to end the overtly themed
festivals once and for all. (A local wit wrote imgpest to the Grocott’'s Daily Mail,

“What's next? Tchust Tchaikovsky?)

The 1983 Festival (“Five Roses National Festivathaf Arts”) was the last year of Five
Roses sponsorship. While this Festival highlightesl music of Brahms (as the third in
the musical theme series), the chairman’s (Dudlepkihs) message indicated that a
change of focus was taking place and that the \R#stiommittee recognized that a
“national” festival had to include cultural formsher than European ones in order to

reach its stated aim of cultural development oSallith Africans.
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“The 1983 Festival follows a similar format to that of tlestptwo Festivals, but the spotlight this
year focuses in the main on South Africans — both livirdy@ead... Of one thing we are certain:
meaningful black participation can only result in a richereeigmce for us all” (Festival
programme 1983).

The gravity, however, of political developmentsSauth Africa from 1974 to 1983 was
hardly reflected in Festival content, making itslasseful as an outlet for political and
social resistance in this period. In 1974, the ol Party increased its parliamentary
majority in the April electionsppening the way for more radical apartheid poliaes
the United Nations general assembly rejected SAtriban participation. November of
1975 saw the first reports of European-origin pedging killed in the Angolan war. The
war was started in an attempt to stop apartheitept® and ANC supporters outside the
country and to prevent the League of Nations mad&rritory of South-West Africa
from gaining independence, since it was an impo#baiffer zone between South Africa
and hostile forces. By 1977, the government ackadgéd that there were as many as

2000 South African troops fighting the guerilla vilrAngola.

In June 1976 the Soweto uprising saw 575 peopleyméthem school children, dead
when police opened fire on people protesting thedatory use of Afrikaans as the
medium of instruction in schools. The spiral woatdhtinue downwards with the death of
black consciousness leader, Steve Biko, in detemid 977 and the imposition of a UN
embargo against selling arms to South Africa. 178,9Vorster was forced to resign
(Ministry of Information scandal) and P.W. Bothaokoover as president (Library of

Congress Country Studies 2004).

In 1980, a massive military attack by South Afridesops against SWAPO (South-West
African People’s Organization) bases in Angola Wasched. 1981 to 1984 saw the
inclusion of Asian and mixed-origin race groupsclaging African-origin peoples) in
the tricameral parliament as a result of a refewem@held in 1983) by European-origin
South Africans to change the constitution (LibrafyCongress 2004).

Despite the difficult political situation, culturalctivity in the county, often drawing

attention to the injustices of the system, contithuéor example, in 1976 the first film
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made in South Africa by African-origin people, “Holeng must we suffer?”, was
produced by Gibson Kente. In 1980 the Federate@iJof Black Artists (FUBA) was
founded in Johannesburg and in 1983, J.M. Coetzeetk “The life and times of

Michael K” won the Booker prize (Metropolitan Mused'imelines 2004).

Although the UN cultural boycott of South Africa lgnofficially began in 1980, the
growing unease about apartheid policy led to earbactions by individual countries.
The first television broadcast in South Africa wadMay 1975, but by 1976, Equity in
Britain adopted a policy of refusing to sell pragraes featuring its members to South
African television and advised members not to warkouth Africa. Earlier decisions to
limit or ban the exchange of cultural products wad®pted by the British Musicians
Union (1961), a group of prominent British playwrig (1963), Irish playwrights (1964),
British Screenwriters Guild (1965), the Americann@oittee on Africa (1965) and the
British Writers’ Guild (1969). Demonstrations bytiaapartheid groups in New York
brought about the closure of “Ipi Tombi” (1976) afidmabatha” (1978). In 1981 the
board of Associated Actors and Artists of Ameriséh a membership of over 240 000,
decided that its members should not perform in IS@itica (Note by the UN Centre
against Apartheid 1983).

According to Mzamane (1990) African-origin Southridéns saw the cultural boycott as
an important way to fight against the apartheidesysand a possible means, along with
other boycott measures by the international comtyumd a peaceful solution to the
problem. Along with Shore (1990), he stresses thatpurpose of the cultural boycott
was to isolate, to deny acceptance to EuropeaindBiguth Africans and to thus impose
psychological pressure. Shore (1990:403) commaéats ‘tin many ways cultural politics
is at the cutting edge of the new society waitiagoé born in South Africa. Through
these cultural expressions, it is argued, thoséc&fis committed to a new society are

helping people to resist, survive and, ultimatebntemplate alternatives”.

Huisamen (2004: personal communication), who haan bavolved with the Festival
from the beginning, especially in planning and ragnthe Winter School lectures,
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comments that the cultural boycott was a doublesddgyvord as far as the Festival was
concerned. While on the one hand it limited the benof international performers, on
the other it meant that the stage had to be figth South African art and artists, thus
encouraging their work and making it available tmliances. Like Mzamane (1990) and
Shore (1990), however, he agrees that some Afiocein and European-origin anti-
apartheid artists (like Johnny Clegg) got caughthm cross-fire, in that they were also

banned from performing internationally.

As mentioned previously, Klamer (2004) sees thes at a common good, like a
conversation, which cannot be owned by any indi@idbecause it only makes sense in a
societal setting), but one from which people carekauded. Looking at the reasons for
and effects of the cultural boycott against Southca, the definition seems to fit well.
Exclusion from the international cultural “convetrea”, a denial of access to cultural
capital, was a real punishment — perhaps as muderaal of access to more commonly
accepted forms of capital or goods, like arms. &t off culturally from the rest of the
world almost certainly decreased the Festival’'s rak a place where art could be
displayed and valued. Along with the lack of audeuliversity, the lack of international
audiences, agents and artists meant that the &lestily had a very limited credibility as
a place to judge or value the arts.

Grundy (1993:13) argues that, in the early 198@s, Eestival committee, although
making a “verbal commitment to diversity and opeswiavere in reality not interested in
taking such risks and were rather interested iisfgatg their European-origin audiences
and operated in a “political cocoon”. This is kasgtrue, but can also be argued to be too
simplistic a view. Firstly, it is clear from thedborical account above that the Festival
saw its major role as that of celebrating and pr@sg the English language and British
heritage in opposition to the growing Afrikaans doation. In this sense, it was, in fact,
counter hegemonic, rather than in support of thabéishment, although most African-
origin people did not see it as such. The secontbrfao consider was the very real

danger in becoming too politically involved. As @dy (1993:15) points out:
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“At the time of the Soweto uprising, government censorahiph the bounds of artistic expression
were unclear and downright dangerous...Virtually no onehat RFoundation or the Festival
management was prepared to risk closure by or even challengfes $tate by presenting more

than mildly daring material”.

Despite this, however, Grundy (1993:16) is fiercefigical of the exclusion of African-

origin culture arguing that “It was as if the Featis management thought that African-
origin culture would drag down the arts”. Whileghs possibly true, the denigration of
“popular” culture (as opposed to “high” culture)hiardly new and not necessarily racist.
Cultural studies theorists, like Fiske (1989:47)pinp out that popular culture is

“described through metaphors of struggle or antsmonstrategies opposed by tactics,
the bourgeoisie by the proletariat; hegemony metdsystance, ideology countered or
evaded; top-down power opposed by bottom-up powecjal discipline faced with

disorder”. From another angle, without the cultwapbital needed to “make meaning” out
of African-origin art forms, organizers and audies@like were unable or unwilling to
take the risks entailed in including such showspde the traditionally liberal nature of

arts patrons.

Huisamen (2004: personal communication) adds adurlimension to Festival politics
by revealing that, in this first phase, an uneawy @nfrontational relationship developed
between the 1820 Settlers Foundation, who regaitteé&estival as one of their projects,
and the Festival committee. As Neville (1990) iradies, the early years of the Foundation
were financially fraught, with fund-raising acti@$ taking up much of their time. The
Festival quickly became the major earner for thareation and while the Foundation
felt that the Festival committee was becoming tomuthant and trying to influence, for
example, the election of the Foundation chairpersime Festival committee felt
concerned that Festival revenue might be used tp mp the financially ailing
Foundation. Huisamen (2004: personal communicatgmng¢es with Grundy (1993) that,
in this first phase of the Festival it was mainbpat maintaining control and staying with

what felt safe and familiar, rather than takindgsignd being multicultural.

Considering the sub-categories of cultural valuireed in the introduction, the period

from 1974 to 1983 does not score well. As far asntaming diverse South African
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cultural capital goes, while it could be argued fi@tecting or maintaining the English
language speaking population’s cultural capital tihe face of Afrikaner political
domination was an important goal, it was a very Isart of the culture of all South
Africans. Although African-origin artists were inwved from the beginning, their
influence was minimal and the Festival Committes wede up of only European-origin
people. In this category, the Festival thus scdinese out of ten. As for building new
cultural capital, the Festival was equally unsusfidsin this period. The inclusion of
student drama in the programme from 1976 no doobtributed somewhat, but the tone
was very much that of the preservation of Englislucal heritage, rather than extending
audiences and reaching out to the majority of Sédtltans. This was partly prevented
by the lack of funds, but the score in this catggoust necessarily also be low: three out

of ten.

Even in this early stage, however, the role of Flestival as an outlet for political and
social awareness and resistance was starting tampertant. Entwined within the
programmes of Shakespeare and Brahms can oftevubd the tendrils of current social
comment and the voice of dissent, like the sabifeBieter Dirk Uys and the exhibitions
showing the beginnings of an appreciation of Afmigat and artists. In this category, the
Festival thus scores five out of ten. Category fhe valorization of culture by artists,
agents and audiences) is difficult to comment omhis period because of the lack of
audience research until about 1987. However, ariacdgidence (Huisamen 2004) as
well as the laws restricting the movements of Afnierigin people, suggests that
audiences were mostly European-origin, Englishdspgaliberals. Despite this, the
coming ferocity of debates about Festival contral the appearance of Barbara Masikela
(head the ANC Department of Arts and Culture) i®@%further discussed in phase 2),
suggest that the Festival has always been recafaizean important platform on which
to present ideas and arguments. Tentatively (givertack of information) a score of four

out of ten is assigned to this value category.
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3. PHASE 2: 1984-1994

Both Huisamen (2004) and Grundy (1993) agree thatRestival character changed
when the Standard Bank took over as title sponsdi984. The change, however, was
not immediately apparent and the 1984 Festival narogne, showing a portrait of
Shakespeare on the front cover, still focused lgrge maintaining and building
European cultural capital. The message from th@rolaa of the Festival committee (D.
Hopkins) focused on the ten year anniversary ottrapletion of the Monument and the
new Standard Bank Sponsorship, but also includedalfowing statement indicating the
Festival's commitment to building more diverse atdl capital with a view to more

general acceptance (and thus the generation cdalyudgments).
“The most important consideration, though, must remdiatyhas still to be achieved and that is
acceptance and participation by all who live in our part afcAf To be truly representative
requires acceptance without fear of patronage on the one hanatanal assimilation, not forced
window dressing on the other. To make our Festival @pouring of South African creativity

remains our goal” (Festival programme 1984).

The programme also contained large advertisemertsraessages of support by some
big players in South African business, like Barl®and, Sasol, the Tiger Oats Group,
Anglovaal Mining Corporation and PPC Cement amomgsers. For the first time an
official Winter School programme was included, lees and films however, focusing
mainly on the theme of Shakespeare. The Winter @chas to become, however, one of
the most important sections of the Festival iningigolitical and social awareness in
apartheid South Africa. The Fringe also expandedsmaly in this year and, as in later
years, produced somewhat more daring and experaneotrks, but still with the focus

very much on European-origin artists and art.

Considering what was happening in South Africa tedr, the Festival still remained
determinedly uninvolved. 1984 saw a falling offtensions between South Africa and
SWAPO with the Angola cease fire and South Africgtatement that it was prepared to
talk directly to SWAPO. However, inside the countifyings remained bleak with

increasing rural poverty, a rising inflation rafelling gold price and an increase in

government borrowing. School boycotts and stayawiaygrotest against detentions) and
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Bishop Tutu’s Nobel Peace prize all focused inteomal attention on South Africa’s

apartheid policies and incited many internatiomakgsts (South African News Summary
1984). The election for the tricameral parliament September increased township
violence. In September, P.W. Botha was officialpmed state president (Library of
Congress 2004).

In terms of cultural activities, 1984 saw the orgation of the highly successful Thupelo
Workshop in Johannesburg (encouraging collaboratreeks by artists from all race
groups), which spawned many Triangle Internatiové&rkshops throughout Africa

(Metropolitan Museum Timeline 2004).

The real change in Festival direction is immediatgbparent in 1985 — the programme
cover showing a stylized form of African mask. Tdairman’s message also reflects this
change in attitude, referring to the Festival dmalting pot of ideas...where people of
divergent cultures struggle to find a common idgrand purpose” (Festival programme
1985). The Main programme included high profileiédin-origin actors, like John Kani,
and the Young Artists Award for drama and music wenAfrican-origin and mixed-
origin artists, Maishe Maponya and Sidwell Hartmian the first time. While the Winter
School still included things like the inauguration the South African Shakespeare
Society, the keynote lecture, “Images of Africa” svpresented by Professor Es’kia
Mphahlele of the University of the WitwatersrancheTFringe presented a number of
political plays by African-origin artists, like “Ubfor President” and Athol Fugard’'s
“Sizwe Banzi is Dead”. Clearly, a sea change hamiwed and, from this time onwards
the character of the Festival became more divgsidjcally aware, challenging. It was
as if it had become emboldened by the growing ipaliunrest and worldwide resistance

to, and protest against, the apartheid state.

Both Grundy (1993) and Huisamen (2004) attribute tawakening” to the influence of

the Standard Bank, despite the fact that it was dBe many as an establishment,
capitalist organization. In fact, the South Africhlews Summary (1984 and 1985)
reports the growing opposition of big businessh®e apartheid policies of government.

42



The Standard Bank itself (and other large corpona)i had been collecting fine art by
African-origin artists since the 1960s, thus plgyan important role in maintaining the
cultural capital of African cultures. The first ptan their reformation of the Festival was
to loosen the ties between the Festival and thed 1Bettlers Foundation, with its
overtones of European-origin colonialism, by furdaertain things (like the salary of the
Festival officer) directly. It was also instrumenia changing the Foundation’s name —

now called the Grahamstown Foundation (Huisamed 200

1985 was a year of economic hardship for SouthcAfwith increases in taxes and fuel
prices driving inflation up even further, increagiforeign debt ($23.9 billion by the end
of 1985) and low national productivity. On the piokl front, ANC led violence
increased further despite (or because of) the govent’s offer to release Mr. Mandela,
provided he agreed not to become involved in tlidewice. By the end of the year, a
number of United Democratic Front (UDF) members evdetained by the state and
restrictions were placed on media coverage of tniié® first of a series of nationwide
“states of emergency” was declared and the Congre&outh African Trade Unions
(Cosatu), representing 450 000 workers, was forggmlith African News Summary
1985).

The political violence that began in 1984 interesifin 1986 in response to a call from the
ANC leadership in exile. A political deadlock wasached in that the government would
not negotiate with the ANC while they advocatedlemece and the ANC would not
consider a ceasefire until negotiations had staifbd South African Defense Force led
raids against alleged ANC supporters in Botswaamlda, Zimbabwe and Mozambique.
In addition to conflict with the state, violencedaconflict between African-origin parties,

like AZAPO and the UDF also increased. A stateroésgency was imposed in June.

On a more positive note, President Botha openetiapant with a reference to the
“outdated concept of apartheid”, and two of the tmindefensible apartheid laws, the
Pass Law (controlling the movement of African-amnigieople into and out of European-
origin urban areas) and the Prohibition of MixedrN&ges Act, were repealed. The
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economic outlook was still poor with economic grbwef only 1% and inflation of 18.6%
for the year. Barclays Bank (UK) and about 48 Amreami companies disinvested in South
Africa in 1986 (Race Relations Survey 1986). Huiean{2004) commented that the
government was attempting to make apartheid mocepaable on the surface, while
retaining most of its key elements. Neither localitizal parties nor the international
community seems to have been fooled, however, IsecauOctober the US Congress
passed its Comprehensive Anti-apartheid Act andDihich Reformed Church (with a
largely Afrikaans congregation) declared apartlaiderror. In November, the US banned

direct US-South African air travel (Library of Caiegs country studies 2004).

The 1986 Festival theme (originally planned to higt the effect of Russian Emigrés on
Western culture, but necessarily revised becausethef cultural boycott) was
“Encounters” focusing on cross-cultural understagdiThere was also a significant
increase in African-origin performing arts groupsdainstitutions on the Fringe. The
Winter School reflected a great deal more politeakreness, with lectures on “Maids
and Madams” and “Witness to Apartheid” and filmsusing specifically on apartheid
South Africa. Pieter-Dirk Uys presented “Beyond tRabicon” — an openly satirical
drama focusing on P.W. Botha's famous speech adiduting apartheid policies. A
photographic exhibition entitled, “South Africa @onflict” was shown on the Fringe

(Festival programme 1986).

Grundy (1993:18) agrees that, while the Main Fas$tiprogramme remained fairly
conservative, partly because of their reliance lendtate-funded arts councils for large
productions, the Fringe “came alive as more advesame material was offered. The
audiences were younger. The market for challengimtigenous theatre grew” as did the
Festival’'s roles both in maintaining cultural capiénd in offering an outlet for apartheid
resistance. Yet, despite these changes, Grundy3)199skeptical of their real effect
because European-origin people still controlled Hestival completely. Despite the
continued increase in African-origin artists andfg@eners in 1987, by the following year
the Festival was faced with a possible boycottdiye progressive cultural organizations
(Grundy 1993). The political changes beginnindpteak up the solid block of National
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Party power were also starting to affect the Natiofrts Festival (NAF), particularly

where control was concerned.

Much of the talk in parliament centered around ttutgonal reform, but with the NP
celebrating 40 years in power in 1988, few Africatgin leaders of standing indicated
any willingness to participate in the process (Raatations survey 1987/88). In 1989 a
general election was held, excluding African-origieople, and was accompanied by
considerable violence and mass protest. Then, muakg of 1989, President Botha
suffered a stroke and was succeeded as leadee diRhby F.W. de Klerk in February
and as state president in August. De Klerk immetiiahade it clear that changes were in
the offing. In his parliamentary opening addres&@bruary of 1990, he referred to the
country as being “irrevocably on the road to drasthange” (South African Record
1990:68). Later in the year, he presented to padr his five-year action plan aimed at
creating a new South Africa based on “equality befthe law”. Just before his
resignation, President Botha had hosted Nelson Blan® tea at his official residence
and they agreed on peaceful negotiations. The hak&reedom Party and the ANC
published the terms on which they would be willioghegotiate. The general tone of the
political scene seemed positive (in theory — naci@f talks were held yet), but there was
still serious political violence in Natal. Economgrowth for 1988 was about 3%,
inflation had fallen to 12.9% and foreign debt, letstill huge, had decreased to $21.2
billion (Race Relations Survey 1988/89).

The changing political climate and increasing dedisainom community leaders for more
say in the organization and planning of the Febktisd to many talks and meetings
between the Festival committee and various cultgralps. The talks were, however,
hampered by two things. Firstly, as Grundy (1998:1entions, by 1988 some
progressive African-origin artists were wary of rggiidentified with the NAF and

particularly, the Foundation. Secondly, as bothgdmen (2004) and Grundy (1993)
admit, the lack of organization of the cultural gps of African-origin people made it
difficult to find acknowledged representatives witthhom to negotiate. Thus, while the
Festival committee had started to diversify its rhership (under the influence of the
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Standard Bank) and was open to new ideas, the stadéenergency left many groups
leaderless and “it was difficult to understand wias in charge, if anyone, and who
could speak for whom” (Grundy 1993:29). In addititsn these problems, Huisamen
(2004) says that the committee itself was “inepthat politics of negotiation”. He refers
to this time as the embarrassing “we don’t know wbo are, please speak to us” period.
Even once organizations like the Transvaal Cultirask, speaking on behalf of the
UDF, had emerged and significant talks with loaainenunity members had been held,
the road was far from smooth. This was partly beeate Desk quite quickly began to
lose the support of its backers and because contynl@aders were suspicious of the
motives behind the consultation process.

“It was a period of frenetic travel, communication, networkibggdgebuilding and politicking.
But it was marked by a lack of focus and clarity as few unglgdstor sure who should take the
lead and how. Meetings were scheduled and then cancelled. Qtleees postponed or

reconfigured as to agenda and participants” (Grundy 4993).

In a sense, the Festival negotiation process wak@cosm for South Africa. Parties on
both sides were reaching out and making advanceadb other and, while there was a
predictable amount of distrust and miscommunicattbe overall tone of reconciliation
and reformation was unmistakable. Grundy (1993kqmts the Festival committee as
willing to listen and negotiate in order to avoidticism and be politically correct, but
determined to maintain control for themselves. Wlilere was certainly a proprietary air
towards the Festival by the committee (referencésur” Festival), it is unfair to assume
that the committee was only window-dressing. As MfarSnowball, a Grahamstown
resident and Festival attendee since 1974, asawellmember of the committee for a few
years in the early eighties notes, it would havenb@ntamount to committing “financial
suicide” to hand over too quickly to the scatteaed disorganized African-origin cultural
groups who had no clear leadership. A very reateomwas also the maintenance of the
audience base, who mostly represented Europeamorignglish-speaking liberals
(Snowball 2004:Personal communication).

One indication of this change was the invitatiorBerbara Masakela, head of the ANC

Department of Arts and Culture, to speak at the tg&virschool in 1990. Despite the
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attempts by the Cultural Desk to prevent her atiend, she did speak at the 1990
Festival, making this the first official public dgering with an ANC speaker since the
unbanning of the organization. Her address was ear cthallenge to the Festival

organizers to change the Festival's structure anaposition to be more representative of
all South Africans, but also acknowledged the pasithanges already achieved (Grundy
1993).

From 1990 onwards, political changes began to pdé&ee faster and with a more definite
direction. In this year, Nelson Mandela was reldadsem prison and ANC exiles began
to return to the country. In August, the ANC deeththe end of the armed struggle and
in October, parliament repealed the ReservatioSegfarate Amenities Act. 1991 saw a
great many other apartheid acts repealed, thei@iecf Nelson Mandela as ANC
president and, in September, the National Peacerdagreement. Codesa (Convention
for a Democratic South Africa) began in Decembebr@ry of Congress Country Studies
2004).

Despite continuing political violence, such as @Qiskei defense force firing on ANC
protesters in 1992, the murder of Chris Hani (SAERder) and the storming by
European-origin radicals of the venue where carigtital negotiations were being held
in 1993, the process of South African politicalngBbormation was underway. Most
sanctions and boycotts (including the cultural tmatjcwere lifted in this period and in

December of 1994, De Klerk and Mandela jointly reed the Nobel Peace Prize. The
first democratic national elections were held inriRpf 1994 with an overwhelming

victory for the ANC and Nelson Mandela was ele@sgresident.

When considering the value of the NAF during thétieally turbulent 1980s and early
1990s contradictory views arise. On the one handisdtinen (2004:personal
communication) feels that, although the Festivalyptd a fairly minor role, it was an
important one. He argues that the Festival offexaedlay for anti-apartheid activists to
reach out to European-origin liberal artists, acaide and audiences and to present some
radical ideas. In this respect, the Winter Schoakvan especially important area of
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dialogue. As proof that the Festival was seen Igistence movements to play an
important role, he cites the fact that it was nesglpject to violent attack, although it
would have made a highly publicized event. He sees offering “a marketplace for
ideas” and an “escape valve for the frustrationsckvideveloped under draconian
censorship”. It provided an interface, even in daekest days of apartheid, between the
establishment and progressive artists, who felt thay had a chance of getting their
message across to the more liberal arts audientes.state, for its part, recognized the
Festival as subversive, but while a certain amaidirdirect intervention in the form of
censorship (including self-censorship by culturarkers) and the detention of artists
occurred (Grundy 1993), they mainly responded Iglilng artists representing their own

views (Huisamen 2004).

The view is supported by Ney and Molennarts (1999)5n their article on cultural
theory as a theory of democracy. They argue thaireucan be seen as a way of making
sense of the world and defining “the good life” R assentially normative concept.
Expressions of culture at times of political charagel social reorganization will thus
reflect the “struggle for rhetorical legitimacy’n Ithis context, the Festival’'s role in
articulating opposing world views during the aparthera was important, however

ineptly it was done.

On the other hand, Grundy (1993:51) ends his rewiéWrhe Politics of the National

Arts Festival” on a much more pessimistic note:
“Progressive cultural people still regard the NAF as esshntal establishment institution that
gives disproportionate exposure and support to white rtynartists and art forms, that is still
controlled by minority interest, that stands as a symbpést iniquities and power structures, and
that makes little positive and tangible contribution to Gragtawn’s or South Africa’s black

populace”.

Scoring in the four value categories from 1984964lwas much improved. In particular,
the inclusion of more culturally diverse artistadahus, audiences) greatly increased the
Festival's value as an institution aimed at mamtaj diverse South African cultural
capital. Including high profile African-origin astis on the Main programme, more
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politically daring work on the Fringe and in the mMér School programme all helped a
great deal. Diversity was still somewhat hampergdthe control of the Festival by
European-origin people and the lack of any orgah&&ican-origin cultural groups, but
was also a symptom of financial considerationghla category, the Festival scores six
out of ten. There was also an improvement in bogdnew cultural capital, with the
expansion of student drama and the Young Artist ®lwalere, the Festival scores five

out of ten.

In this politically turbulent period, the Festivhecame an important outlet for social
resistance and awareness, especially from 1985 rdsw@®espite criticisms and the
continued control by European-origin people, evenn@y (1993) agrees that far more
politically important material was appearing, esaky on the Fringe. The Festival scores
seven out of ten in this category. As far as vahdron goes, there are several indications
that the Festival was being taken seriously asaaepto display and value cultural and
political expressions. For example, the bitter debaelating to control (especially of the
Main programme), the presence of important politipeeakers and the lack of violence at
a time when many other public gatherings were sk, rall point to the idea that the
Festival was seen as a valuable platform on wlochet seen and which thus generated
important opinions. The 1987 and 1989 audience eygrvDavies 1987 and 1989)
showed a slight decline in the percentage of thdiesmge with English as their home

language. The Festival scores six out of ten & ¢htegory.

4. PHASE 3: THE NEW SOUTH AFRICA

In many ways, the trends towards diversity, amomgstiences, artists and the Festival
Committee that started in the previous period weEnatinued and amplified in the New

South Africa. Politically, the context was also rhunore stable. Rather than tracing the
development of the Festival and its political cahtey year, therefore, this section will

examine two important areas: the goal of increasindience and artistic diversity and
the challenges of obtaining funding in the new tordi environment. The same scoring
system is used and a comparison of Festival denedapbetween periods is made in the

conclusion.
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Audience and artistic diversity

The role of the Festival in the New South Africanaturally different from that in the
climate of resistance and struggle of the precederpde. Lynette Marais has been the
NAF director since 1989 and feels that the majoange in the Festival, as far as
increasing diversity goes, began in 1991 and 1992ardis 2004: personal
communication). In 1991, for the first time, thesteal Committee included non-
European-origin members, like Ramoloa Makhene whes whe chairman of the
Performing Arts Workers Equity (PAWE) at the tinfeegstival Programme 1991). In his
Festival message, Professor Alan Crump, the chairofathe Festival Committee,
referred to the criticism that the Festival wasereng from both sides - that it was too
Eurocentric on the one hand, and pandering too nwadigenous cultures on the other
— as the first sign that it was “moving closer éflecting the richness and diversity of
South Africa’s cultural heritage”. Included in tippogramme was a one-page essay by
Makhene entitled “Thoughts for the Festival-goar’'which he outlines his experiences
of South African culture in rural areas and amomgstkers’ unions. In conclusion, he
poses the following question: “Are you the Festigaer ready to include the Bapedi
drums and horns, the energy of African Dance, watktheatre and the beauty and

nuance of African languages in your definition oftare?”.

The question still lies at the heart of the sucamsgailure of the Festival's role in
maintaining and building the diverse cultural capdf South Africa and is important on
two fronts. Firstly, it links to Klamer’'s (2002) fimition of cultural capital which is “the
capacity to ... make meaning”. Since most of theifFaishudience at the time was made
up of European-origin English speaking people (Bavi989), it is reasonable to suppose
that most of them would not have had the tools wtucal capital needed to make
meaning of, for example, Bapedi drums. The williegs of the audience to experiment
and to invest in the necessary cultural capital,veasl is, the key to creating a really
national festival. The second point is that weadthg thus the resources to attend the
NAF, was (and still is to a certain extent) concatetd in the hands of European-origin
people. Thus, from the point of view of the Fedtmayanizers, who needed to sell tickets
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in order to remain financially viable, the tastesdalemands of the audience would
always be an important factor in deciding which voto include in the heavily

sponsored Main programme.

For example, one of the largest events on the 2088 Main programme was the ballet
Giselle — hardly representative of the interests or caltof the majority of South
Africans. When Marais was asked whether she hadusnered resistance to the idea
from the now much more diverse committee, she thaitishe had shown them the ticket
sales figures for past years, indicating that tabkebwas almost always sold out. They
then agreed that it should be included. Of coutss,is not the only criterion used. For
inclusion in the Main programme, events are judigetthree spheres: artistic merit, their
addition to a “varied and balanced programme” d&ldosts involved. Submissions are
made to the committee who then make a decision digld&004). Marais (2004) also
points out, however, that getting people to com#héoFestival, for whatever reason, is a
first step to exposing them to other forms of artl @ultures and thus a step towards

building the cultural capital needed to apprecia&n.

Van Graan is a playwright who has also been extehlsinvolved in arts administration
in South Africa. He is currently the general seamgof the Performing Arts Network of
South Africa (PANSA) and was appointed as an adusohe Minister of Arts, Culture,
Science and Technology after the 1994 elections.nbl@ runs an arts and culture
consultancy. In a recent interview (LitNet 2004) peinted out that African-origin
audiences tend to go to “black” shows, while Euesperigin audiences go to “white”
shows and that disappointingly little hybrid Soudfrican culture has emerged. When
considered from the point of view of cultural capithis is hardly surprising, since it is
not only the willingness to attend shows outside’®own culture that is needed, but also

the knowledge and experiences needed to make rtingfal.
A number of initiatives have been included in th&R\to build audiences (and so their

cultural capital), particularly amongst the coutdrpoorer inhabitants. The Children’s

Festival, hosted by St Andrew’s Preparatory Schbak become a regular part of the

51



Fringe, catering for children from age 4 to 13.ntludes a wide variety of shows,
workshops, music and other activities for young iaoces. The Studio Project was
started in 1994 as a space for performance for goartists from disadvantaged
backgrounds. Groups are given assistance in artisfitters, but also in associated
marketing and financial skills. The Arts EncounBpoject distributes tickets to groups
who make written applications to the Festival fesiatance. They try to target diverse
groups of poorer people, like the unemploysdte schools from low-income areas, craft
centers and non-governmental organizations. In 2@4Studio Project distributed more
than 5000 tickets valued at over R95 000 (Marai®420In addition, Marais feels
strongly that it is the responsibility of prominegitizens, like council members, political
figures and others, to act as role models for etherattending cultural events like the
Festival. Nevertheless, she also recognizes thdtimg cultural capital and so,
audiences, takes time, since arts appreciation ndispso much on education and
economic factors. When a new middle class of Sédtitans from all cultural groups
develops, that is when she thinks a true mix ofuces and audiences will occur. For
now, it is up to the Festival to continue to offewide variety of excellent art in as many

fields as possible (Marais 2004: personal commuioica

While change has been slow, Festival audiences hageme more diverse. Table 2.1
below, shows the percentage of the audience whosleemtongue language was reported
as English in each year that a survey was conduBEbteckpt for 2001, when most of the
data was collected via self-completion forms (ingksh), which are naturally biased
towards responses from English speakers, the NAieace does appear to be becoming
more diverse (European-origin respondents made @89 6f the interview sample in
2001). As has been said before, however, the psoea slow one, with Festival

audiences generally representing the better-edijoatdl-employed sector of society.

The diversification of the Festival Committee toclude members like Sibongile
Khumalo (one of South Africa’s best known singersd aactresses), Daniel Marais
(assistant director of the Eastern Cape Departoe®port, Arts and Culture), Sydney
Selepe (Director of Arts Institutional Governanaedaan internationally known fine
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artist) and Mpho Molepo (Executive secretary fax Bouthern African Theatre Initiative
and a well-known actor), has definitely resultedairmore diverse and representative
programme of high-quality shows. The inclusion igfhaprofile African-origin artists and
politicians on the committee has also improved iFalstredibility and made it a more
effective arena in which to value works of art. Hwer, the market and financial

considerations play a large part in the successici diversification.

Table 2.1: The percentage of English speakers at the NAF

Year (% English speakers
1987 85
1989 79
1994 70
1997 61
2001 75
2003 53
2004 54

In a historical study of the development of cultudiversity in the United States,
DiMaggio (1991) argued that social change is alsnging the arts, particularly the idea
of what is “high” culture and how it should be flatl He defines cultural capital as the
resources (education, social capital and so ort) dha needs to make sense of such
“high” culture — usually European in origin. In th&S, “high” culture has been steadily
losing its pre-eminence to a multiplicity of otheultural forms which are highly
differentiated, but not hierarchically arrangedtenms of their value. DiMaggio (1991)
argues that what has happened is that culturatatgjpising his narrow definition) has
been devalued, while other forms of cultural cdgi@ve been inflated. Two problems
occur in this scenario: firstly, the lack of onewgnized “high” culture means that there
are no common symbols in society that can standdorething accepted and understood
by all. Secondly, since “high” culture offers a wafyseparating out a part of culture that
can be protected from market forces by private@naic funding, the lack of a generally
accepted “deserving” section of culture will cemtgilead to a much wider spread of
public and private funding, putting such fundingisses under great pressure.
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In South Africa, the change in government devaltieidgh” cultural capital almost

overnight, while inflating capital associated witither cultural forms, particularly

African-origin ones. Commentators like Marais (2p@&hd Van Graan (2004) have
expressed their concern that no new hybrid Soutlt#d culture seems to be emerging,
but, given the US experiences outlined above, partiais is unlikely to happen. Rather,
a number of highly differentiated genres may emenget easily arranged into a
hierarchy, with few common cultural symbols. BaRgnge Sunday Times Magazine
2004:6), a film critic and astute South African isbcommentator, drew attention to the
recent differentiation of South African African-gm youth, who can no longer be

regarded as one group:
“The older [African-origin] generation seems anxious abouh#we classes and groupings that are
forming in what once seemed like a unified and homogenblacK population”. The power
brokers want to freeze it into a generic shape with unifoabepted cultural and political values
because that will entrench their power base. But...the vibranfig/black generations of South
Africa are starting to celebrate their differences and to méld social and cultural groupings.
The phrase “the black youth of South Africa” no longer meamat it meant in 1976

However, the valuation of high or European cultdoains in South Africa is still tied to
economic and educational indicators. This statepraiher than a value judgment, is
based on observed facts. In a huge study condimgtdtie South African Advertising
Research Foundation (SAARF 2002), living standashsnres (LSMs) were linked to
media consumption to a startlingly high degree. &@mple, LSM 1 is characterized by
people living mostly in rural areas, who have namnpleted high school education, with
an average income of R777 per month. Local radaiosts in their home language
dominate their media consumption, while hardly aegple in this group have access to
television or read newspapers. As the LSM leven@ with income and education
levels) increases, so does the penetration ofmadtradio stations, newspapers and South
African television stations geared to African-onigiudiences (SABC 1 and 2). By LSM
10, very high levels of media consumption of atids emerge, with a particular interest

in subscription television stations, like MNet (SRR 2002).
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Bourdieu (1984) points out that cultural taste a$ @an inborn thing, but rather the result
of one’s upbringing and, particularly, educatiohu$ the capacity to make meaning of or
to decode a particular art form is not easily aagiand, to a large extent, is tacit and
thus that much more difficult to acquire from odesia specific social class or group. For
example, in a recent interview i@Grocott’'s Mail (2004:3), Peter Voges, the Festival
committee member in charge of student theatre, cembea that, “Art needs to become
more accessible. People do not know what musicng @ap between symphony
movements”. The reason Festival audiences oftgm lmbtween symphony movements is
that, for many of them, symphony music is not atwal form with which they are
familiar. Despite the need to be more inclusivewéweer, the addition of a note in the
programme (to the effect that one only claps attid) seems an unthinkable step to take
— people who know about music know when to clajpl, the refusal to share that (tacit)
knowledge is one way of maintaining the “culturastocracy” which Bourdieu is talking

about.

Much, however, rests on the economics of the artthé sense that, when no longer
protected from the market by heavy sponsorshipplgup dictated to a certain extent by
demand. As will be seen in the following sectidrere are conflicting forces at work on
the Festival in this area, some moving towardstgreaultural diversity, others militating

against it.

Government funding and sponsorship

Before the White Paper on Arts, Culture and Hedtags published in June of 1996,
most of the government support for the arts in Bdfrica was channeled through the
Provincial Arts Councils (PACs) who were basedh@ tirban areas of the four provinces
and focused mainly on European art forms. They vedasorbing 46% of the arts and

culture budget of the Department and box officeeiigts made up only 18% of their

operating income — not enough to cover administeatiosts. The White Paper, with its
goals of more equitable redistribution, includinigedeven official languages and rural as
well as urban areas, could no longer continue ppast such structures, stating that, “In
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their (PACs) present form, given that they are nrbased, heavily resource-consuming
structures, they will still be unable significantly assist in realizing the RDP’s goals of
access and redress” (White Paper 1996). From 198@Gardls, the PACs received

declining funding, after which government subsidiz®re infrastructure and staff only.

All other funding had to be applied for through thiational Arts Council (NAC).

The objectives of the NAC are, among others, “tovgte and encourage the provision of
opportunities for persons to practice the artgrtumote the appreciation, understanding
and enjoyment of the arts and to foster the exmmessf a national identity and
consciousness by means of the arts”. Objectives mislude giving extra help and
resources to “historically disadvantaged” groupsutists and audiences and to “address
historical imbalances in the provision of infrasture for the promotion of the arts”
(Handbook of Arts and Culture (HAC) 1998:47). Memthef the council are not
permitted to hold any official political office andust have knowledge of or experience
in the arts. Besides subsidizing artists diredtig, NAC also makes study bursaries and
loans available and advises the Minister on matterscerning the arts. Its finances
consist of a parliamentary grant, donations, paynfen services and interest on
investments. The act does not, however, addresgubstion of what sort of art should
be subsidized, simply stating that one of the fiomst of the non-political, gender,
language and community representative council igdl&sermine which field of the arts
should have preference for the purpose of supperebf” (HAC 1998:48). Given the
objectives of the NAC, however, it seems unlikdigtt much support will be given to
traditional western art forms, but that emergingvr&outh African artists and art forms

will be favoured.

In this era, government funding for the Festivalswaeery limited — the upkeep and
running cost of the Monument were subsidized toesy \small extent and about six
Fringe productions a year received government fupdio come to the Festival.
However, the PACs were an important source of Ndaogramme shows for the Festival,
providing expensive, large-scale productions, liedlet, opera and orchestral music, at
very reasonable costs. With the demise of the PAGancing these sorts of productions
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for inclusion in the Festival, which has a very ghan, is becoming prohibitive (Marais
2004). For those productions it does sponsor,réihe of the Festival in encouraging

artists and maintaining cultural capital has becewer more important.

The new NAC funding policies, however, have causedsiderable controversy. Their
policy was to fund projects, rather than compamiesrganizations, for a very limited
amount of time. The result, as both Van Graan (@0 Marais (2004) comment, is
that South Africa currently has no large theatrenganies (although dance has fared
better). In a presentation to the ParliamentaryHdd Committee on Arts and Culture in
June 2004, the Performing Arts Network of Southigsfr(PANSA) raised a number of
other problems with NAC policies, including thedatotification of artists of the success
or failure of funding requests and the unequalritstion of funds amongst provinces
and cultural activities. In addition, the suspensid three of the members of the NAC
Board on allegations of misconduct resulted inviftedrawal of international donors and
the resignation of two other Board members and bkadously compromised the
perceived integrity of the NAC and further worsemelthinistrative inefficiency. PANSA
felt that “The NAC has no discernible vision to dp the arts in all nine provinces, no
strategies to realize that vision and no proadimplementation mechanisms to pursue
such strategies” (PANSA Parliamentary Report 2004).

In some ways, arts festivals, of which there areual20 in South Africa at present (of
various sizes, styles and qualities), have pickedame of the slack left by the lack of
structures like the PACs. In an interview (LitN&02), Van Graan relates his experience
of trying to sell the script of his new play “Gredtan Flashing” in the market without
success because it was judged “too politicallyyfiskle then personally staged the work
at the NAF in 2004. It was a great success ancehasuraged other theatres to buy it.
There are a number of such cases, according toidM&2804), who argues that the
Festival is a way of gauging public opinion and mgkcomparisons; in other words, the

Festival plays a role in the societal valuationvofks of arts.
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In 2002, the Department of Arts, Culture, Scienod dechnology was split into two
separate Departments, resulting in the establishofetme new Department of Arts and
Culture (DAC), with its own strategic developmedans. Its goals (redistribution,
diversity, equity of access and the fostering bfSaluth Africa’s cultural forms) are very
similar to those of the NAC. However, like the WhiPaper (1996) it also places
emphasis on the so-called “cultural industries” #relrole the arts can play in economic
development and growth. The DAC 2003 “vision” mengd first “Arts and culture fully
utilized in achieving social development and ecolcoempowerment and in branding the
country...” followed by issues relating to the presd¢ion and promotion of the arts
themselves (DAC Strategic Development Plan 2003)e hew Minister, Dr Pallo
Jordan’s 2004 “vision” however, focuses more ortural itself than economic impact,
“... to develop and preserve South African cultureetsure social cohesion and nation-
building” (DAC Strategic development plan 2004n d developing country like South
Africa, it comes as no surprise that economic gnoamd financial considerations are
often brought to the fore. For the Festival, theady restrictive financial considerations
are only likely to become worse and a greater ehgh to its aspirations of artistic

quality and diversity.

In 2001, the Standard Bank announced that thatdvbal the last year in which they
would act as title sponsor for the festival, altlouthey would remain involved as a
“niche” sponsor and assist with marketing the Wastio other sponsors. The motivation
for their withdrawal was unclear; the Festival Mags (Festival programme 2001)
simply referred to the Bank wanting to make spatceother sponsors to join. At around
the same time, the Standard Bank also became ggarfsaight cricket in South Africa —

perhaps indicating a wish to become more diverselglved in arts and sports arenas.

Assisted by the Bank, the Festival thus began bbyofor new sponsors from 2002
onwards, at first with limited success. However, 2002, the Eastern Cape provincial
government announced that they would undertak@aosor the Festival to the amount
of R7.5 million over three years. Media reportstlom public funding of the National Arts

Festival alluded to the intangible cultural bersefihat such an event provides. For
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example, the Festival is seen to “promote the &geitof this region and the province
[Eastern Cape] as a whole'THe Herald 29/3/02), “nurture local talent”, “put
Grahamstown on the mapTtie Herald28/3/02) and expose “our rich cultural heritage in
the international arena’D@ily Dispatch 27/03/02). However, when announcing their
sponsorship, Eastern Cape Government spokespeopterdrated their remarks on the
economic benefits, increased tourist attraction @id opportunities offered by the
Festival The Herald 28/3/02, Daily Dispatch 8/03/02 Business Day4/4/02 amongst

others).

William Davies conducted the 1987 and 1989 NAF igtsihs a member of the Institute
for Social and Economic Development (ISER) at Risddaiversity. He is now attached
to the Eastern Cape provincial government Treafgyartment and was thus directly
involved in the decision to publicly fund the Fegati When questioned as to why the

decision was made, he responded as follows:
“The National Arts Festival has always been a priority conatder for the Provincial
Government. Much depended on how to address the percepfidasrocentricism” that have
been attached to the Festival and whether it should be seancabural-type event or an
investment in Local Economic Development. The latter view higeliaprevailed and the Festival
is now an integral part of the Provincial Growth and Depelent Plan (PGDP), linked to the
Makana Municipality Integrated Development Plan (IDP)” (Persooaimunication 2004).

Grundy (1993:48) ends his review of the Festivhlstory by commenting that whether
the NAF received state funding or not could be w@dvas a “litmus test” for official
endorsement by the new government, but the realitiyat this question appears to have
been side-stepped by regarding the Festival masyfinancial light — as the generator
of economic growth and job creation. There are pwssible reasons for this. Firstly it is
much easier to quantify and understand monetargflierthan the social non-market
benefits of events like arts festivals and secaritily issue of the cultural diversity of the
Festival, or its “value” to South Africans, need be considered as the foremost reason

for sponsorship.
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Huisamen (2004: personal communication) feels thate was significant pressure on
the Eastern Cape government to fund the Festivdlonly because its closure would
result in “an indefensible financial loss”, but@lsecause it is the premier cultural event
in the Eastern Cape and losing it would result ignificant “loss of face”. Mrs.
Balindlela (now premier of the province) had alseeib a long-time “friend of the
festival” and had addressed the Winter School @419Pallo Jordan, the minister of arts
and culture, also has a sympathetic view of theivasso that, at both local and national
levels, Huisamen feels, the government could “riskpport because the Festival had
become more diverse, even if not ideal. Other majonsors include the National
Lottery and the South African Broadcasting Corpora{in addition to the Eastern Cape
Government, the NAC and the Standard Bank).

While it is clear that South Africans are stilligigling to find a clear national voice (if
this is going to happen), one theme seems to bepresent and that is the constraints
imposed by the economic situation as well as theodpnities funding and audience
development projects offer. Thus, while it is cl¢iaat the value of cultural goods does
not lie only in their market value or contingentriket value, it is also clear that to ignore
the economic forces surrounding, shaping and belaged by the arts is unrealistic. As
van Graan Artz 2004) puts it, “Liberation is now laced with diféat nuances which
demand interrogation if we are to emerge with aaljoself-defined, vibrant arts and
culture sector. As artists, we often find ourselasking what democracy really means if

financial imperatives now define our opportunitiesexpression”.

Rating of Festival performance or value in thisigeis necessarily tentative, since it is
not yet clear how it will develop. Nevertheless thcreasing diversity of shows and art
on offer from South African and other African aidisas well as the international
community, has continued to improve the Festivadle as a maintainer of our cultural
capital, particularly since the demise of the PA&®] so a score of seven is suggested in
this category for phase three. Growing audiengerdity and younger audiences, along
with outreach projects, student drama and the WiBthool are also playing a vital role

in building new cultural capital in South African fact, it could be argued that this is now
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one of the Festival's most important roles anatdrss eight out of ten for this role in the
New South Africa.

The one area in which the importance of the Fdstivald be said to have declined is in
its role as an outlet for political and social s¢@snce and awareness. Given the relative
stability of the political situation in the New SbuAfrica compared to the 1980s, this is
hardly surprising. While some provocative workstbaue to appear, criticism of the
ANC government is still viewed by many as disloyad,Van Graan’s experiences reveal
and the Festival scores six out of ten in thisgatg although there is some indication
that things may improve in the future.

As indicated above, another very important functidrthe Festival in the New South

Africa is its role in the valorization of the afy artists, agents and audiences. As the
Festival has gained in diversity (in audiencedgs@rtand in control) it has become more
and more credible as a valorization arena, sorttvat a success at the Festival is a good
way of selling one’s work, both within the countipd abroad. It scores eight out of ten

in this area and is likely to continue to improwehe future.

5 CONCLUSIONS

The above political and social history of the NA&shattempted to weave together some
quite disparate threads of history in order to easpte the long term “value” of the
Festival in a changing society. Since it is an emgoevolutionary process, dependent on
spheres outside the control of the Festival conemjtlike education levels and economic
indicators, no one conclusion as to the succetaslare of the Festival in this context can
be drawn. Using the four value categories refetvembove, however, it is possible to get

a sense of the changing role of the Festival aues.t
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Table 2.2: Changes in the qualitative value of the NAfriee phases of development
Phase 1 Phase 2 Phase 3
1974-1983 | 1984-1994 | 1995-2004

Maintaining diverse South African cultural capital 3 6 7
Building new cultural capital 3 5 8
Outlets for political and social resistance or awareness | 5 7 6
Valorization by artists, agents and audiences 4 6 8

The NAF has clearly become increasingly importannaintaining the stock of all South
African arts and cultures — cultural capital in thread definition. Although it started as a
means of maintaining specifically British Settleultaral capital, it has certainly
broadened its scope ovtre last 30 years. The same is true of building weltural
capital. In fact, as government support has beetckied thinner and professional theatre
companies have all but disappeared, festivals meige have provided an increasingly
important source of funding and work to South Adnccultural workers. Audience

development projects are also an important waytll land maintain cultural capital.

As an outlet for political resistance and sociainatent, the NAF really came into its
own in about 1984 and although it continues to gméesvhat are considered politically
daring works, there has been a drop-off in this gbcomment in the New South Africa,
partly because to criticize the present governnfasrie is of African-origin may be seen
as disloyal to the “comrades”, many of who wereoimed in the struggle for freedom
and suffered under apartheid. Criticism by Europadgin artists is often interpreted as

racism — a stigma many are particularly carefudwvoid.

The NAF has always played some role in the “valdron”, to use Klamer’s term, of

works of arts from the point of view of artists aaddiences. If one accepts that cultural
value is socially constructed, then it makes sehs¢ extensive social gatherings of
diverse artists and audiences present importadesue for the forming of such values.
The increasing diversity of the offerings at thestival has brought greater legitimacy to
the values constructed, so that a successful ptioduat the NAF can be used as a

reliable and generally accepted measure of valaethier spheres.
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In conclusion, then, it does appear to be bothipesand useful to value cultural goods
in a more qualitative way, especially in cases whbere have been significant political
and/or social transformations. However, financiatcuumstances have continually
surfaced as a shaping influence — both as a lighdimd empowering factor. It would thus
be naive and incomplete to exclude more quantgatwethods of valuation. The
remainder of this thesis explores the valuatiothefNAF through economic impact and
contingent valuation methods and suggests wayshichathey can be combined with
each other and with qualitative data to developlatic idea of the value of the Festival

in order to inform efficient, fair policy decisiomdout arts funding.
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CHAPTER 3: PART |
A LITERATURE REVIEW OF THE USE OF ECONOMIC IMPACT S TUDIES IN
VALUING THE ARTS

Economic impact studies attempt to answer the trestif the event had not taken
place, what would the loss of revenue to the impaea have been?” In other words, they
attempt to calculate all the additional economiivéyg that takes place in the impact area
as a result of the event being studied. Finanaiglaict of, for example, an arts festival,
can be divided into the direct impact of the eveemd the indirect or induced impact, the
latter being a reflection of the interdependenuighin the economy leading to multiplier
effects (Vogelsong et al. 2001, Seaman, 2003b)sd@ Berts of studies concentrate on the
private good aspect of the arts, captured by markasactions, rather than the merit or

public good aspects.

As such, commentators are deeply divided on th&ubmess of economic impact studies
in valuing cultural goods. On the one side are fpostademic arguments that hotly
contest the use of economic impact studies, argthag in the case of arts advocacy,
they are worse than useless and may even be hatmfiile cause by encouraging
inappropriate comparisons with other sectors angngtaying the whole purpose of
culture (Seaman 1987; Madden 1998, 2001 amongst)tiOn the other side are mostly
practitioners and arts organizations who argue ébahomic impact studies can provide
useful information about culture and cultural egeamd are, moreover, very effective in
helping to lobby for public and community suppdvb@elsong et al 2001, Heaney and
Heaney 2003, Crompton 1995, 1999, 2001 amongstr)th&oth dissenters and
promoters of the method, however, recognize thatethare potentially dangerous

methodological issues as well.

Chapter 3, part 1, will present an overview of ttebate around the use of economic
impact studies in cultural economics. Part 2 @& thapter discusses methodological
issues illustrated by a number of economic impaaties conducted at the National Arts
Festival (1996, 1997, 2003 and 2004).
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1. THE CASE IN FAVOR OF USING ECONOMIC IMPACT STUDI ES IN ARTS
ADVOCACY

The case in favor of the use of economic impaatlisturests mostly, as Cohen et al.
(2003) suggest, on the pragmatic rather than thal.idn other words, the fact that such
studies can produce a “bottom line” figure, whiemde easily understood and compared
is perhaps the most important positive argumentgward. The numbers are important,
as many commentators show, because they are tige g which funding decisions
are often made, “Public officials, boosters and riedia accept the quantifiable which
appears to represent reality in order to justifglesired project” (Johnson and Sack
1996:370).

Goldman and Nakazawa (1997) agree, stating thanwimard choices” about which of a
number of desirable projects to fund have to beenadonomic impact figures can play
an important part. When the funds are providedpartly provided by community
residents, “they [expect to] receive a return cgirtimvestment in the form of new jobs
and more household income” (Crompton 1999:143) sl return can be shown in
economic impact figures. For this reason, a vastlbar of economic impact studies on
the arts have been conducted. Madden (2001) refiatsfrom 1973 to 1993 more than
200 arts economic impact studies were conductekerUnited States alone. Since then,
the number has continued to grow and, while fewdaoac journals publish the results,
the websites of many arts councils provide a laegdf arts impact studies and even
“Do-it-yourself” kits for arts managers and everdsganizers wanting to use the
technique. A number of computerized input-outputdeis are also available, such as
IMPLAN and RIMMS II.

On a more specific level, economic impact studi@s provide information about how
money can best be spent to improve an event, lbothrms of financial gains for the
community by, for example, improving areas in whigsitors are shown to spend most
(Vogelsong et al. 2001), and in terms of improvexgent quality and composition in
order to attract new visitors and to keep reguisitors loyal (Heaney and Heaney 2003).
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Heaney and Heaney (2003) conducted and economiacingnalysis on a two week
summer music institute in Stevens Point, USA. Tagyue that direct impact figures of
participants can be used to expand or improve tlawsas of the event that visitor
spending flags as important. For example, in ttse ad the music institute, it was found
that visitor spending on travel was large, sincev&ts Point is fairly remote and the
authors thus suggest that information on travetemumaps and websites could be
improved since this might be an important “decismoaking determinant” for visitors
and also impact on “customer satisfaction” (Heaapg Heaney 2003:260). They also
argue that indirect and induced economic impacurég could be used to gain
community support and sponsorship, especially frahose industries (like
accommodation and food) that are shown by the enananpact analysis to attract
significant visitor spending. In addition, they gegt that economic impact figures are
useful in increasing the “stature and validity”tbé institution and in lobbying for local
government support on the basis that the evergaserss economic activity in the region.

A number of economic impact practitioners (Herretoal. 2004; Cohen et al. 2003)
recognize that they are only measuring a partialevaf the good or event in question,
that is, that the arts generate other significamielits as well. Seaman (2003b) points out
that the arts generate three types of impact:ofjsumption values, made up of use and
non-use values best measured by contingent vatuaigthods, (ii)long run increases in
productivity and economic development, best meakbyehedonic pricing models, and
(iif) short run net increases in economic activibgst measured by economic impact
studies. Guetzkow (2002) points out that the inhp&the arts on communities occurs in
many ways (for example, through direct involvemeauidience participation and in
simply having artists and arts organizations prgsand on both an individual and
community level. Economic impact studies, while asfethe most popular forms of
measuring value, capture only a part of the “impaétthe arts on communities and

individuals.

Herrero et al. (2004) conducted an economic impaelysis of the “European Capitals
of Culture” festival event in Salamanca in 2002eyHound that the festival generated
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556.1 million euros for Castilla y Leon, 247.2 maitl euros for the rest of Spain and
803.3 million euros in total (2004:15). They ardhat this is an important way of valuing
the festival because a city nominated as a “Eumop@apital of Culture” must be

financially sustainable (profitable) in the longnrisince, “along with the cultural

organization itself, there is a need for a remaskadifort in the form of creating new

cultural facilities, urban redesign, tourist equer and communication in the city”

(Herrero et al. 2004:3).

A study conducted on the economic impact of the-pratfit arts organization in ninety-
one American communities by Cohen et al. (2003s&bthat, through the spending of
audiences and the organizations themselves, thégda#il34 billion per annum to the
American economy. While Cohen et al. (2003:30) tjaesthe validity of using such
financial figures to justify government spendingtba arts, they report that the study was
cited numerous times in political debates and @& thew resolution encouraging the
support of non-profit arts organization being aeadpby the conference of mayors as well
as a $10 million increase in funds to the NatidBatlowment for the Arts being passed
by the House of Representatives in 2002 — the sargach increase in nearly twenty
years. They conclude that, “At this time in histoegonomic development is perhaps the
most persuasive message when making the casepipor$yof the arts] to local, state and
national leaders” (Cohen et al. 2004:31).

As reported in chapter two, this has certainly bés® case with the National Arts
Festival, where economic rather than the more obioies cultural value was the basis
for recent public funding of the event. A genem¥iew of the press reporting of both
increases in funding and in funding cuts seemsetdfyv this argument. For example,
Back Stage(2003) published a highly critical report of a lbegt in funding to the
California Arts Council. The basis for the critizisvas almost entirely the expected fall
in economic impact as a result of the cut, rathantthe loss any aesthetic or qualitative
values that the arts might provide. Encouraginglgcent media reports on local
government’s decision to fund the National Artstivas have alluded to these intangible
benefits. For example, the Festival is seen torfft@ the heritage of this region and the
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province [Eastern Cape] as a whol@hé Herald29/3/02), “nurture local talent”, “put
Grahamstown on the mapTtie Herald28/3/02) and expose “our rich cultural heritage in
the international arena’D@ily Dispatch 27/03/02). However, when announcing their
sponsorship, Eastern Cape Government spokespeopberdrated their remarks on the
economic benefits, increased tourist attraction @oid opportunities offered by the
Festival The Herald 28/3/02, Daily Dispatch 8/03/02 Business Day4/4/02 amongst

others).

2. THE CASE AGAINST USING ECONOMIC IMPACT STUDIES IN ARTS ADVOCACY

Criticism of economic impact studies in arts adwycacan be divided into
methodological issues (dealt with in part 2 of tispter) and conceptual problems. The
latter generally argue that even the most sophigtttimpact study would not be a good
way to motivate for public funds and that, ratheart helping, such focus on financial

indicators may harm the arguments of arts advosator

The first problem is that any economic impact stigdigighly sensitive to the impact area
or regional delineation of the research questidnces economic impact relies on the
spending of visitors from outside the region amdsome cases, additional spending of
locals within the region, the question of opportyrdost must inevitably arise. That is,
where is the money coming from and what other sedpregions have suffered because
this one has gained? As Seaman (1987:731) puishien enquiring as to the source of
these quasi-mysterious ‘exogenous’ increases imatlvepending, one often discovers
that they may not constitute net increases, butelperthanges in the composition of
spending demand”. The point is not a new one ansl also made by Baade and Dye
(1988:41) in their analysis of the rationale foe fiublic subsidization of sports stadiums,
where they argue that “net new activity” often urés “a reallocation of the preexisting
level of local residents’ spending”. Madden (20@Igborates, pointing out that it is not
enough to show that there are multiplier effecthinithe impact region, rather one must

show that these effects are larger in the bengfigion or sector than in those industries
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or areas from which the event has diverted funtie. Jame argument holds for diverting

government funds towards art:

“Increases in government expenditure must ultimately come frmmewhere — either diverted
away from alternative policy expenditures, or away from thedipures of citizens through their
taxes. The net effect depends on the ‘inverse’ impacts of thdraneavhich the extra money is
diverted” (Madden 2001:167).

Madden’s (2001:172) point is that lobbying for gakdlnds based on projected financial
gains for one region by diverting spending awayrfrother regions is not a politically
neutral game. In fact, he argues that it smacksratectionism and “is an invitation to
war — event war”. To some extent, this is evidenthie competition that has developed
between the Klein Karoo Nationale Kunstefees (KKNKY the NAF (further discussed
in chapter 4). Despite the fact that KKNK organizéave completely different aims in
mind and, in fact, were assisted by NAF organizersstarting up (Huishamen
2004:personal communication), reports in the meakasist in comparing the two
festivals, particularly with reference to the numimé visitors they attract and their

economic impacts on the two towns they occur in.

Another reason for not using financial figuresdbhy for arts support is that such studies
encourage numerical comparisons with other indestrivhose purpose is entirely
different from the arts. Both Madden (2001) and re@a (1987) point out that it is
unlikely that the arts will ever be shown to hakie impact of a “basic industry” like for
example, petroleum and coal products, and that swrhparisons are in any case
spurious. Even if the arts could be shown to haeeraparably large economic impact,
this would still not be a good reason to lobby public support. Gazel and Schwer
(1997) show that the impact of thr&rateful Deadrock concerts on the Las Vegas
economy was between $17 and $28 million, but no woeld dream of using these
figures to argue for the public support of the rdmknd, since it is market failure
(discussed in chapter 2), rather than economicperdy, that is the most compelling
argument for government support of the arts.
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Anotherproblem with using impact studies to motivate fablc support of the arts in

developing countries is that most of the money wstto the wealthier residents of the
community who have some means of capitalizing @ pghesence of visitors (further

discussed in chapter 4 with regards to the houdebkalvey). Seaman (1987:746)
concludes, “Arts proponents, therefore, are invdlwe a dangerous game when they
resort to impact studies. In a sense, they aresthgdo play one of their weakest cards,
while holding back their aces”. In other wordssithe positive spillovers provided by the
arts to society, the primary cause of market fajluvhich should be used to motivate for

public support to the arts and not the more fretjyeited economic benefits.

Madden (2001) goes so far as to say that governmesttvention based on economic
impact figures could do more harm than good, stheeobjectives of government are
seldom aligned with those of the arts. Cohen an@ P2000:109) talking from the
perspective of artists, support this view: “Artisigve asserted (in conversation with us)
that they feel it is absurd to make decisions oairtifuture funding without fully
recognizing the aesthetic worth of their produdt’.a similar vein, Tusa (1999 cited in
Reeves 2002:36) states that,

“Mozart is Mozart because of his music and not because he creatgtistindustry in Salzburg

or gave his name to decadent chocolate and marzipan SalzbetgRicgsso is important because

he taught a century new ways of looking at objects andewatuse his paintings in the

Guggenheim Museum are regenerating an otherwise derelibenoSpanish port...Absolute

quality is paramount in attempting a valuation of the attgther factors are interesting, useful

but secondary”.
In addition to such categorical dismissals of thethmd, there are other, interpretive
problems, arising largely from the attempt to eottiaformation from economic impact
studies not designed for the purpose. Personal riexgge of the disbelief and
disappointment of Festival organizers when presemigh final reports has prompted
further thought about the ways in which such figuege viewed and used. The first
anomaly occurs when stated festival aims are cosaptar the use of financial figures in
declaring the festival “a success”. The most stgktase of the contradiction between the
publicly stated aims of festival organizers andrtiigse of an economic impact study to
determine festival value is the SciFest 2001 st{fhtrobus & Snowball 2001). Sasol,

and others, heavily sponsor the SciFest, which rscannually in Grahamstown lasting
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for about a week. The stated aim of the festivaldscational rather than pecuniary. This
is borne out by their incredibly low ticket pricabge average price for exhibitions and
workshops (in 2001) being R3 and the lecture sdiiresuding some Nobel laureates)

R7.50. Many events and performances are free amtéd only by audience size.

However, the organizers still wanted to use an esoo impact study to justify the event
in some way. As expected for a small town with méegkages (resulting in a small
multiplier) the monetary impact was not large —w@bie425 000 (Antrobus & Snowball
2001:6). In an attempt to capture at least sonthehuge consumer surplus that resulted
from such low ticket prices, a travel-cost studysva#so conducted, the results more than

doubling the economics impact alone — a hint ofsiie of the consumer surplus.

However, organizers felt, quite rightly, disapperhtin the results as a means to justify
their festival. By stimulating the interest of sohohildren in science, the festival aims to
improve the quality of life, not only of the paipants, but also of non-visitors who may

benefit in later years from the innovative idead atimulated economic growth that may
result. As adults, visitors to the SciFest may amulate the interest of their children

and so develop a culture of science.

“The delight of Sasol SciFest is that it makes a ScientisinEagand Technologist of us all. The
end product is innovative, creative and enquiring citizelswe remain ignorant about how
things work, we impede our understanding of our unapistence, and our ability to make
healthy, informed decisions about our future” (Sasol SciFt dfficial programme: 3).

It could thus be quite convincingly argued thatréherould also be significant non-use
values attached to an event of this kind, as wittelopublic goods like education and
health care. As such, a far more accurate estiofatee value of the SciFest could be

obtained by conducting a willingness to pay study.

The major point is that the more public good chianastics an event has, the smaller will
be the benefits captured by an economic impactysind the larger will be the consumer
surplus and the value of non-market goods, which i@ been measured at all. The
example illustrates Madden’s (2001) argument tl@nemic impact studies measure

spending on the event, in other wordests not benefits and that if the arts were
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available for free, they would undoubtedly increase well-being or utility by a greater
amount because of decreased opportunity costs.u$Sb&ilness of economic impact

studies in these cases, however well they are adedyuis thus questionable.

Another problem area of economic impact study pretation arises when organizers try
to draw conclusions about the relative importanfceaoious Festival activities from data
on visitor spending. In July of 2001, Festival argars commissioned a consumer
research study of the National Arts Festival, djieh order to establish consumer
spending patterns and opinions with a view to udmg information to lobby for further
sponsorship of the event. Despite the generallydgmumnion of festival-goers of Main
and Fringe shows — an average of 4 out of 5 fotityuand price - Festival organizers
expressed disappointment that spending on tickassomly the third highest expenditure
category, accommodation being first and shoppingorsg (Snowball & Antrobus
2001:18). At first glance, this result does app®abe contradictory or to indicate that
Festival visitors are interested in other aspedtghe event more than in shows.
However, if one considers that shows on the Maiwels as aspects of the Fringe, such
as organizational staff and programs, are highlysglized, while accommodation and
shopping are not, the errors that can be made ing wsly expenditure data to indicate
interest become apparent.

To illustrate this point, a study was conductedolhattempted to calculate how much
higher the market price of tickets is than the Waktprice. Percentage difference was
used in order to avoid inflation effects. Table 8tibws four performances that appeared
at the National Arts Festival in Grahamstown in 2@hd which were then offered at
other theatres in the country at market price. Tdide shows that, on average, ticket
prices outside of the Festival were 41% higher.|dak2 shows a more general
comparison of various types of events. It is notealyvever, that it is very difficult to
conduct this kind of analysis with great accuragcduse of the impossibility of
comparing works of art which, although they may ifalo the same broad category, are,
by their nature, different. A further difficulty ihat some of these “market” prices, still
include various levels of subsidy; for example, thofrican ballet (CAPAB production)
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is sponsored by government and other productionshwlppear at, for example, the

Spier Summer Arts Festival or the Standard Bank Faestival, receive some level of

private sponsorship.

Table 3.1: Direct comparison of ticket prices: Festival veildasket

Name of Category | Average Festival Average market Percentage
production ticket price ticket price difference
Confessions of Opera R49 R82,50 40%
Zeno

Nothing but the Theatre R38 R60 36%
truth

Beading my Soul Theatre R17.50 R32.50 46%
Selaelo Selota Jazz R35 R60 42%

Possibly the most revealing comparison is betweekett prices for foreign dance
companies (St Petersburg State Ballet) in the masesus those offered at the Festival.
No full-scale foreign dance was offered at the 2B6&tival (top international companies
having appeared at previous Festivals, howevet)heuhighest ticket price for any show
was R64. Even when this figure is used, the diffeeebetween the two prices is very
large (74%). A comparison with other internatiopaices shows the same trend. The
National Theatre of Great Britain offered a theagtiece at the 2001 Festival (top price
R64). Using an exchange rate of R16 to the pou@32xchange rate) the average price
of theatre productions at the National Theatre424R(2003 prices) — an increase of 85%.
However, it can be argued that prices in pounds@gabe directly converted into rands
(lack of purchasing power parity) and that bettenwes will naturally command higher
prices.
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Table 3. 2: Indirect comparison of ticket prices of event typestival versus Market

Category Average Festival ticket| Average market ticket | Percentage difference
price price

Theatre R34,70 R55,5 38%
(n=10)* (n=5)

Ballet (SA company) R49 (n=2) R62,50 (n=1) 22%

Opera R49 (n=1) R105# 53%

Orchestra R44.50 (n = 2) R72,50# 39%

Foreign dance| R28,50 (n = 1) Top R245(n=1) 88%

companies 2001 price = R64 74%

Jazz R31,70 (n = 10) R80,62 (n = 4) 61%

*Excluding student and street theatre
#Information from L. Marais, NAF Director (private corresgence 2002)
Note that average Festival prices were calculated on the “normdfs tiegi., excluding student/scholar

rates.

The average percentage difference between Festngaimarket ticket prices, including
the heavily sponsored ballet and using the lowémese for foreign dance companies,
was 48%. The average percentage difference exguballet and using the higher
foreign dance estimate is 56%. Using a combinatiotine figure from table one and the

upper and lower estimates of table 2, an averageptage mark-up of 48% is reached.

So, if one could identify a unit of shopping andrat of show attendance, the hypothesis
is that the unit of show attendance would cost feas the shopping unit because shows
are subsidized, while shopping is not. Thus, ifagsume that festival goers are rational
and thus maximize their utility, then we would egpthem to consume more units of
shows than shopping. Nevertheless, both shows laopgpsg are subject to diminishing
marginal utility, so that, even if shows were foed, there are only a limited number of
them that one could enjoy per visit or per day.Wfite shows sponsored so heavily, it is
quite possible that MU = 0 at a lower spending llémeshows than for shopping, but this
does not necessarily indicate that visitors spenderime shopping or that this is their

preferred activity.
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One way to test this hypothesis would perhaps bgetassome idea of the relative time
spent shopping versus the time spent at shows. BEw#rout this, however, it is

reasonable to assume that the lower-than-markeé mi the shows would result in a
larger area of consumer surplus for shows thansforpping. So rather than just
comparing price times quantity (total spending) &mopping and shows, to make a
meaningful comparison between the two, one woulddn® compare the consumer

surplus provided by each as well.

Given the low price of shows, at only about halftloé real market price, it is entirely
possible that even if many more units of shows tslaopping are consumed, the total
amount spent on shopping would be greater thaspgbading on shows. This would not,
however, be an indication that shopping was comsdidy visitors to be the more
important activity. A much better methodology toeu®r gathering such information
would have been one capable of measuring consuorpius and other non-market
values, for example a willingness to pay study dased in chapter 4) or a choice
experiment (discussed in chapter 5). The cruciaitpbout economic impact studies of
cultural events is thus to realize their limitagorthat is, what thegannottell one, as

well as what they can.

Even those who criticize impact studies as a tookfguing for the public support of the
arts, however, do recognize that they can be us8kaman (1987) points out that, if
economic impact studies are conducted with metlogicdl soundness, they can be used
successfully to examine the relationships betwesous parts of the economy and to
make predictions about income and output changesldigh (1998) agrees, adding that,
in addition to financial flows, economic impactdies can provide important information
about the effects of demand and supply shocks gional economies and a way of
comparing the financial redistribution that resdiftsm different projects. However, both
Madden and Seaman point out that economic impadiest are seldom put to only these
uses and they both argue vehemently that, in therityaof cases, economic impact

studies of arts and culture are an “abuse of ecananalysis” (Seaman 1987:725).
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In conclusion, one can make two points about tleeaficonomic impact analysis of the
arts. Firstly, accepted agartial analysis and especially if conducted in conjunctiath
some other sort of study better suited to the nreasent of non-market values, impact
studies can be useful to a certain extent. Secoediynomists requested to conduct such
studies find themselves in a particularly unconsbl¢ position. On the one hand are
commentators like Madden (2001:174) who argue thattertaking such studies is a
“prostitution of economics”, since economists mkrsdw how questionable the reasoning
behind such studies is. On the other hand, attemoptonvince arts managers of the
usefulness of the conceptually more complex coetibgyaluation methodologies is, as
Madden (2001) also admits, slow work and that tidemce seems to show that, at the
moment, and particularly in developing countriethwnuch poverty and unemployment,

financial impact arguments appear to work best wabhying for public support.
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CHAPTER 3: PART Il
ECONOMIC IMPACT STUDIES CONDUCTED AT THE NAF AND
METHODOLOGICAL ISSUES

Festival visitor surveys and economic impact steidiave a fairly long history at the

NAF. Although not directly linked, it is importamd note that NAF studies, even those
specifically aimed at calculating the economic ictpaf the event, all included a great
deal of other information, such as the origin oditars, their major activities at the

Festival, their perceptions and opinions of variéestival shows, accommodation and
restaurants, and demographic information (age,nm@;chome language and so on). As
such, comparisons between studies, particularlgroiigg visitor numbers and spending
patterns is possible and new studies are obligezbtoment on changes that appear to
have occurred. Section one provides a brief histdrstudies conducted at the NAF and
the developing relationship between Festival organsi and researchers. Section two
discusses the calculation of net direct impact iaditect impact with reference to the

four NAF impact studies conducted.

1. STUDIES CONDUCTED AT THE NAF

Davies from the Institute for Social and Economes®arch (ISER) connected to Rhodes
University conducted the first studies (“FestQuest”1987 and 1989. The primary aim
of the Davies studies was to provide informationviitor activities and spending, rather

than to calculate economic impact.

The first economic impact studies were conducted\birobus et al. (1997a, 1997b) on
the 1996 and 1997 Festivals. The official fundeirshe work were the Grahamstown
Foundation (who administered and ran the Festittad), Grahamstown City Council, the
Village Green (the Festival craft market) and Risodmiversity. The research team was
lead by Professor G. Antrobus of the Rhodes UnityeBepartment of Economics and
consisted mainly of other members of the departmémitially, it was planned that the
project would be run over four years: the first ty@ars, 1996 and 1997, being major
studies and 1998 and 1999 being smaller, follovstuplies (Antrobus 2000). One of the
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stated undertakings by the funders was to, “Devalop... activities ... that are of mutual
benefit to both parties and the promotion of the festival, the citizens of Grahamstown
and cultural economics in general in the spirinddng-term partnership” (Agreement of
Partnership 1996).

At the presentation of the 1996 and 1997 resutisyelver, the funders, and particularly
the Grahamstown Foundation, expressed “total desftein the results, particularly
regarding visitor numbers, which, they argued, weast underestimates (Antrobus,
2000). Antrobus (2000) suggests that the disbélighe 1996 and 1997 survey results
occurred partly because of expectations which heehlset up by the previous “Fest
Quest” studies, which found that there were betwH000 and 14 000 Festival visitors
in 1987, and between 12 500 and 16 500 visitor$9i®9, which approximated a 25%
increase in visitor numbers over two years. In Amdgrobus et al studies (1997a and
1997b), done a decade later, sponsors were exgdotsee a greater increase in numbers
than had actually occurred. The 1997 Grahamstowstiad report (Antrobuset al
1997b:ii) made matters worse by recording a dedlineisitor number from 25 000 in
1996 to 20 000 in 1997. In 1998, no follow-up stwdys requested by the Foundation,

who ran their own questionnaire- based investigatio

However, in 2001, organisers requested a “consuessarch” survey be conducted (by
members of the Rhodes University Economics Departhon the 25 anniversary of the

NAF, which was to be an especially long Festivadhwnany outstanding artists. Impetus
for the research had also gained new importandkeastle sponsor, the Standard Bank,
had announced their withdrawal as the main spoasdmew sources of sponsorship had

to be sought. The objectives drawn up by the Falimdaere as follows:

“1 To establish various demographic and psychographic lgsofif Festival attendees (by age,
gender, socio-economic group, race, affinity groups, etc).

2 To understand attendees Festival experience (shows/eventkypeattitude to restaurant and
accommodation availability, quality and prices, mobility am&Grahamstown, etc).

3 To establish user patterns (how long do people visitday trippers, overnighters, 2/3 dayers,
longer stayers, etc).

4 To establish expenditure levels in terms of entertainmesd)s, accommodation, shopping, etc.

5 To establish frequency of Festival attendance (first tiegylar, occasional etc) and why.

6 To understand whether attending is part of a broaderary in the region, province or country.
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7 To establish the likelihood of returning in the futpezsonally.

8 To establish the likelihood/willingness of attendeegefer friends/relatives to attend in the
future” (Snowball and Antrobus 2001).

Thus, while including the collection of much of tllata used to calculate economic

impact, specific figures were not requested, nos @ estimate of visitor numbers. The

report appears to have been received favorably taadstudy received some media

attention. New sponsors, including the Eastern @ayernment, were found.

In 2003, a group of academics led by Prof Saaymam the University of Potchefstoom
applied to the National Research Foundation fordéuto conduct economic impact,
household (willingness to pay) and business sura¢ykree South African arts festivals
— the National Arts Festival, the Klein Karoo Nat@te Kunstefees and Aardklop. The
NAF studies were conducted (Snowball and Antrofd@32 and made available to NAF
organizers at a nominal fee, but (as will be regmbron below) there were some
significant methodological problems with economimpact questionnaire design that

resulted in inexact results.

Despite these problems, NAF organizers requestenvisadl and Antrobus (2004) to
conduct a further consumer research survey at @& NAF. The research proposal
stated that, “Following on from the 2001 consumesearch report, a very similar
questionnaire will be developed with a view to tisis survey instrument on an annual
basis in order to create a run of data for margetamd comparative development

purposes.”

It thus appears that the long-term partnership éetwthe university’s economics
department and the organizers of the NAF has indaceloped. Specific procedures for
dealing with media enquiries have been mutuallye@dron in order to cut down on
misrepresentation of results (not always succesatuWill be illustrated in the following
sections) and have significantly reduced fricti@tvieen parties. In addition, an informal
arrangement has developed, whereby cultural ecarsorasearchers are given access to
Festival personnel and data in exchange for maktegemic research articles on the

Festival available to organizers.
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The danger, as Crompton (1995), Earls (1998) ahdrstpoint out, is that researchers
may feel under pressure to provide the “right” teswu organizers, or may be co-opted
into showing a large financial impact, believed dpme to be a powerful rationale for
public support and sponsorship. However, given htstory of economic impact and
other studies at the NAF, issues of this sort apfgehave been resolved in the sense that,
while organizers and researchers may disagree @n,ekample, visitor number
calculation, there is space for both interpretatidm general, Festival organizers have

accepted research findings, even those showingla€éen visitor numbers and impact.

2 CALCULATING ECONOMIC IMPACT

The following section outlines some of the methodatal issues related to economic
impact calculation, illustrated by the 1996 (Antuslet al. 1997a), 1997 (Antrobus et al.
1997b), 2003 (Snowball and Antrobus 2003) and Zo$gtival studies.

2.1 Direct net economic impact

The first step in any economic impact study is étedmine the net injections into the
impact area as a result of the event, often raletoeas direct impact or first-round

spending. Tyrrell and Johnston (2001) argue thataddition to visitor spending,

spending by producers, the value of the time dahbjevolunteers and media spending
should be included. However, they draw a sharpndisbn between gross and net direct
value. Net direct spending should not include spenthat would have occurred in any
case, for example, spending by locals which coutd rbgarded as “diversions of
spending” from other goods in the area (Seaman [20@8d spending by “casual”

visitors or “time switchers” who would have comgaedless of the event. Crompton et.
al (2001) suggest a questionnaire format that cdiddused to detect such visitors

including questions about their main reason foitinig the area.

Tyrrell and Johnston (2001) point out that, in @rslterm event with many foreign

producers, gross direct impact may be very largé niet direct impact may be negative
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because of the diversion of local spending awaynftocal goods towards “foreign”
producers who take most of their profits with thérhus, in the case of the NAF, which
relies on many performers and vendors from outthéeregion, it is likely that net and
gross direct economic impact will be considerabliffecent. The following section

discusses methodological issues in calculatinglimett impact at the NAF.

Defining the area of study and excluding local saters.

Crompton (1995:25) argues that a failure to acelyatefine the area of the impact study
could lead to widely differing results. As would bgpected, the larger the area under
consideration, the less would be the leakages lauml the greater the multiplier and the
reported economic impact. “Conventional wisdom so#fiat the larger is the defined
area’s economic base, then the larger is likelpaathe value added from the original
expenditures and the smaller is the leakage thétely to occur” (Crompton 1995:25).
Crompton (1995) pointed out that, in impact studlese on sports facilities, there has
been a tendency to expand the traditional marlest af an economy in order to report a

greater impact.

What he does not point out is that when one exptrearea of study, from, for example,
the Grahamstown area to the Eastern Cape provéngegat many more “visitors” will
count as “local spectators”, much of whose spendihguld be excluded from the
analysis. Crompton argues that only attenders foaiside this area should be included
in the study, since the spending of locals doegemiesent injections of new money, but
merely the “recycling” of money already in the aréae aim of any economic impact
study is to determine the financial gain to a ragiwat occurred directly as a result of the
event, so spending that would have occurred inasg should be excluded. However,
he does admit that spending by local residents kduw stayed in town specifically to
attend the Festival could legitimately be regardsdnew money entering the region.
“However, these types of estimates are very tenuand economists invariably
recommend that all expenditure by local resideiisulkl be disregarded” (Crompton
1995:27).
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An example of an arts impact study that did incluatigitional spending by local
residents is the 1990 - 1991 Edinburgh Festivadys{1991:9), which included the one
million pounds spent by residents of the regionitlihis additional to normal economic
activity”. The argument here is that, especially €vents of short duration, like a
festival, local residents may choose to stay imtewd “holiday” at the festival instead of

spending entertainment funds outside the area.

In the case of the NAF, all studies have definesl d@nea of study as Grahamstown,
possibly including small villages in the Makanatdds (like Salem and Alicedale), but

not extending to any larger cities (like Port Blie¢h and East London) that are further
away. “Locals” are thus defined as those who ndgmale in Grahamstown (including

university students). As illustrated in table Bedow, the 1996 and 1997 studies did not
include any spending by local residents. Howeus, 2003 and 2004 studies included
local “visitors” and their spending, by asking Gaafstown residents to report spending
“in addition to your normal monthly expenses”. htx made up 20%, 21%, 33% and

17% of respondents in the four years in which engnompact studies were conducted.

Despite this relatively careful definition of areagdia reports persist in misreporting
results. For example, the impact figure for 20033Rnillion) was reported as being
applicable to the whole Eastern Cape Province énhibadline, “G’'Town festival earns
EC R33m” paily Dispatch 2003). This is simply untrue, since the figuresrave
calculated for Grahamstown, not the whole provirfeéevincial impact figures would
have included fewer “visitors”, but also fewer lagks and would have produced
substantially different figures. However, since tBastern Cape government is now a
major Festival sponsor, expanding the impact towhele region made better political

sense, but fallacious economics!
In an attempt to determine to what extent locahdp® would have occurred in the area

regardless of the Festival, the 2003 householdesualso asked residents to detail their
Festival spending. Of the 87% of local respondefits reported some Festival spending,
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about half (52%) stated that they spent more thag tlid in a normal week. However,
53% of those with additional spending stated thaytwould have spent the money in
Grahamstown anyway, 32% would not have spent ite@aand only 15% would have
spent it outside Grahamstown. In order for loc&ngfing to have a net positive effect on
the region, it has to be shown that there is imgoitbstitution, in other words, that
spending which would have occurred outside theoregow occurs in the impact area as
a direct result of the event (Seaman 2004). Simte 16% of local Festival spenders fall
into this category, including even “additional” Edcspending on the festival becomes

problematic.

Furthermore, Seaman (1987:732) points out thatiihportant to ask how local spending
is being funded. “If it is from savings at a lodank, the secondary effect would be a
reduction in the available pool of loanable funds, fperhaps, local investment or
consumption projects far removed from the artsi.other words, the opportunity cost of
diverted local spending should also be considered.

Crompton (1995), Crompton et al. (2001) and Tyraell Johnston (2001) also argue that
the expenditure from visitors who would have coméhe area regardless of the event
being measured should not be counted as contripitinthe economic impact of the
event, since they would have spent money in tha angway. Crompton (1995) defines
“time switchers” as people who may have been plammo visit the area for some time
(to visit family and friends or to experience soatker feature of the area, like museums
and game parks), but have switched the time of theit to coincide with the festival or
event. “Casuals” are visitors who may already Haeen in the area for whatever reason,
and decide to attend the festival rather than dwoetbing else. In both cases, these
visitors would have spent money in the area regasddbf whether there was a festival (or

other event) or not.
Other than asking foreigners whether the Festivad wheir main reason for coming to

South Africa, only the 2003 and 2004 NAF studiesotied for the presence of such

visitors. The 2003 questionnaire included a quastisking whether the Festival was the
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main or only reason for visiting Grahamstown and2004 a question asking visitors
(non-locals) if the Festival was their main reasoncoming to the Eastern Cape was
included. While useful in some ways, a large prapaorof visitors (about 40%) actually

live in the Eastern Cape and the 2004 question dvballe been much more useful if it

had asked about Grahamstown specifically.

It can be logically argued that time-switchers araguals are unlikely to make up a
significant proportion of visitors to Grahamstowikirstly, unlike larger cities,
Grahamstown does not have many other attractiatsthy account for the presence of
a significant number of tourists at other timesfar other reasons. Secondly, when
conferences or council meetings were organised ifgly to co-inside with the
Festival, few of the attenders stayed on for th&ti¥al and, after some complaints were
received, the practice was discontinued (Antrob0802 In 2003, 84% of visitors
surveyed stated that the NAF was their main or os@son for visiting Grahamstown. In
2004, only 8.5% of respondents (excluding EasteapeCresidents) reported that the

Festival was not their major reason for visiting tastern Cape.

Determining visitor numbers

As Crompton et al. (2001) point out, even the lessimates of net economic impact will
depend to a great extent on the accuracy of visitwnber calculation. However, very
little on how this figure is arrived at has beeriti@n. In their Springfest example (a 4
day annual cultural festival held in Ocean Cityp@pton et al. used an hourly and bi-

hourly counting method at various access pointsitioe at an estimate.

The 1996 and 1997 NAF studies used two methodsvigitor number calculation
(Antrobus et al. 1997a and 1997b). The first metlftitket sales method”) was to
collect data on the average number of ticketed tevatitended by each respondent for the
whole Festival. This average number included Fabtwsitors who had attended no
ticketed shows and were mainly concerned with simgppt the craft markets and/or
attending free shows and street theatre and arnbiéghs. The average number of
ticketed shows attended was then divided by the tatmber of tickets sold , excluding
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those sold to local residents, to arrive at a totahber of visitors (21 662 in 1996 and 20
700 in 1997).

The second method (“accommodation method”) used uiséor questionnaire to
determine the percentage of visitors using unityeraccommodation and the average
number of nights such people stayed. Data on thebeu of bed nights sold during the
Festival was then obtained from Rhodes Univergiiy divided by the average length of
stay to give the number of visitors in the univigrsesidence accommodation category.
Since the percentage of visitors in this categoss vknown, total visitor numbers,
excluding locals and including day visitors, cothén be calculated (25 808 in 1996 and
19 822 in 1997). In both the 1996 and 1997 sunaysparable results were obtained
using the two methods. However, both methods rebvity on a representative sample
of festivalgoers being drawn from the populationatmid over or understatement of
important figures, like the number of shows attehded the length of stay.

A particular problem is that day visitors and thesaying for only one or two nights are
more difficult to collect data on because they gemerally in more of a hurry than
longer-stay visitors (Antrobus et al. 1997). Intady on Festival accommodation, funded
by the Grahamstown Accommodation Guild, (Antrobund &nowball 1998) a specific
attempt to collect data from day and short-staytaris was made by using a “sixty
second interview”. The motivation behind it wastflsnce the interview would take only
one minute of the visitor’'s time, even those whoenenly staying for a day or two might
be willing to help. In addition, prizes (Festivabgters) were offered to selected lucky
numbers and the following advertisement was runCoeTV (the local Festival TV
station run by the Journalism Department that ye&gly on Accommodation Guild
members to fulfil your Festival accommodation nee@iagke part in out 60 second
interview. Win great prizes and help our Festivaivg (Antrobus and Snowball 1998:3).

Of those interviewed, 12.6% were day visitors. Lemgself-completion questionnaires
were also used at the 1998 Festival, but of thespondents, only 5.6% were day
visitors. The implication for the average lengthstdy and thus for the calculation of

visitor numbers for use in economic impact studsegreat. In particular, the method of
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data collection (self-completion versus intervieasyl the length of the questionnaire are
likely to have important effects on numbers like tiverage number of ticketed shows
attended and the length of stay. In general, visitonbers calculations using the ticket
sales and accommodation methods are thus likebhetdownwardly biased if only self-
completion questionnaires are used and the questi@is long. The 2003 and 2004
studies used the ticket sales method of visitor memtalculation in conjunction with
counting methods (particularly at free events ammtes shows) done by Festival
organizers in an attempt to control for this poesimderestimation. Results are reported
in table 3.3 below.

Table 3.3 Method and visitor number calculation

Category 1996 1997 2003 2004

Method (percentage interview versus self-completion) | 84 42 100 41

Average number of ticketed shows attended per person5.2 6 4.9 6

Total number of tickets sold 184761 | 157380 95913 104617

Percentage of local respondents 20 21 33 17

Visitor numbers (* excluding locals) 25 000* | 20 000* | 20 000 | 20000
(31 250) | (25 300) (16 600%)

The reporting and interpretation of even very rowisitor number calculation is also far
from obvious. Crompton (1999) points out that ofi¢he most contentious parts of any
economic impact study is the calculation of visitmmbers because average spending
per visitor is multiplied by the number of visitarsorder to determine the first round, or
direct, economic impact of the event. However, torsinumber estimates are also
important because there is a prestige componebeitty able to claim to have many
visitors, particularly in the South African caseheve the emergence of a number of arts

festivals in recent years has led to consideratepetition.

It is obviously in the interests of the organizdtsrefore, to have as many people as
possible attending and visitor number calculatiaresthus quite often based on a certain
amount of wishful thinking. Reporting of actual cliset visitors versus visitor days thus
needs some clarification since the term “visitomisers” is not as unambiguous as it
sounds. Confusion can lead to many recriminationisdisbelief, since it is possible that
an obviously smaller festival can claim a largember of visitors, when referring to

visitor days, than a much larger one which referadtual individual people.
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The confusion arises because of the differing lergttime that visitors spend at an
event. For example, a festival that is located texge cities is more likely to attract day
visitors and short-stay visitors than one thatorsated in a more isolated area. A good
example is the annual Grahamstown SciFest. Sinisestlience festival takes place in
Grahamstown, which is relatively far from most kugties and is aimed mostly at school
children, the average length of stay is quite len@®,3 days (Antrobus & Snowball

2001:3) and this needs to be taken into accourg.séime is true of the NAF, which tends

to attract longer-stay visitors who come every ysake table 3.3).

For example, in 2003 the average visitor at the Ns#dyed for about 6 days and there
were 20 000 visitors (using the ticket sales anghting methods). However, this figure

refers to individual people, so the number of visidays (i.e. the addition of the number
of visitors who were at the festival each day) wadact around 121 000. The latter

figure was, of course, much more acceptable torozges and also gives a better idea of
the size of the event, since it takes into accdhet characteristics of the particular
festival location and makes comparison with othegnés more meaningful. While a

festival located closer to large cities may thusmalto have a larger number of different
individuals attending, it is the comparison of t0ss per day that is most revealing.
However, it must be emphasized that the reportieghod makes no difference to the

economic impact, since spending per day will remsuialtered.

Including producers, sponsors, vendors and the anedi

Tyrrell and Johnston (2001) argue that, in additmicalculating the spending of visitors
or spectators, spending in the impact area by medy sponsors, vendors and the media
should also be included. However, they also point that, in order to avoid double
counting, the source, starting point, destinatiod eeason for the expenditure also needs
to be tracked if this method is to be followed. feTadvantage of limiting an analysis to
visitor expenditures is the simple avoidance of leucounting. Accordingly, when

analysing the transactions of all the above groiigs,critical to track the path of each

87



expenditure source to ensure that double countr@g ciot occur” (Tyrrell and Johnston
2001:95).

Only the 1996 and 1997 NAF studies included prodsoeveys — both visiting and local
business people and performers. By far the majaiftyraders come from outside the
impact area. As suggested by Tyrrell and Johns20881() visiting traders do have a large
impact on Grahamstown in terms of their spendingr. &ample, the 95 enterprises
surveyed in 1996 reported spending in GrahamstdwR203 million on wages to local
residents, materials, site fees, electricity, faredl living expenses (like accommodation,
food and general consumer spending). It was etdinthat visiting traders spent about
R38 million in Grahamstown during the 1996 Fest{aitrobus et al. 1997a).

Producers (who produced shows) were surveyed atl€86 and 1997 Festivals.
However, both studies, which relied on a self-catiph questionnaire sent out with the
“information pack” provided to performers by orgaeris, had a very poor response rate —
17 responses in 1996 (8.5% response rate) andspdnses in 1997. Data was not very
robust, but it was estimated that visiting perfarsnspent about R1.3 million in 1997,
mostly on the provision of accommodation and fomddast members and their families.
However, as Tyrrell and Johnston (2001) point @otinting producer expenditure as
well as the full value of sponsorship (often usegay for the costs of producers on the
Main program) could result in double counting. Rroel and vendor earnings were thus
excluded from the direct net economic impact figure1996 and 1997.

Surveys of local businesses were also conductelP@®6 (Antrobus et al. 1997a) and
2003 (Snowball and Antrobus 2003). Despite the lange interval, the two business
surveys showed very similar results. In both cakesl businesses who provided food
and drinks, services (travel agencies, banks) ardgorelated to Festival activities
(photography, florists, pharmacies) experiencedgaifticant increase in their monthly
income during the Festival. Both surveys also fotimat for hardware stores, building
contractors and the media (including printing se#s) business increased directly before
the Festival as households and producers preparethé event. An interesting point

from the 2003 survey was that businesses who mbard change in monthly income
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admitted that, since the Festival takes place & Rfhodes University holidays, they
would, without the Festival, have experienced hifaincome. In other words, the NAF
has an important role in smoothing the cyclicalinabf the earnings of local businesses.

Negative comments related to the presence of msittaders who were perceived to
increase competition in some sectors (particularhongst clothing retailers) and cause
congestion and overcrowding that discouraged redakal customers from shopping.
The 1996 survey points out that the money makingodpnities of the Festival are not
limited to local traders. While stall rental is uagd in the biggest craft market (Village
Green), other venues, such as High Street and Gl&quoare are free. If one accepts the
Crompton et al. (2001) view that municipal spendamgevents is expected to generate a
financial return for local tax payers, one can usténd the frustration of local businesses
regarding visiting traders who have not paid amghiowards the event, but are reaping
the benefits, in some cases in direct competitiath Vocals. However, given that the
NAF is largely funded by outside sponsors, the argnt does not hold much water.

None of the NAF studies have included a study efgpending in the area by the media
as suggested by Tyrrell and Johnston (2001). Ak pérformers, however, it is quite
likely that some spending by media personnel iswragd in the visitor survey, especially
where shows have been targeted. It is undenialde ttlere is an increased media
presence in Grahamstown over the Festival. The &hddniversity department of
Journalism and Media Studies has been running #stiial newspaper, Cue, for a
number of years, and since 1998, a TV station opidgramming has been produced by
CueTV as well. While both these initiatives aretlyarun using student labour and
university staff assistance, they are also fundedhfoutside the region and include
mentors and guest writers from other publicatidgdiace the Cue newspaper is printed
and sold in Grahamstown and a large proportiomoding is used for accommodation of
visiting writers and mentors (who generally recemwvdy a small honorarium), it is likely
that leakages from this sector are fairly small #mat a case could be made (if double
counting could be avoided) for including part of talue of the sponsorship obtained in

these publications in the direct net economic inhpac

89



In addition to university media, the NAF receiveglgvcoverage in the national press,
especially in provincial newspapers like tBastern Province Heraldand theDaily
Dispatch but also including national publications, likeetBunday Timesind Business
Day. The radio stationSAfm has also had representatives at the Festivailjdimg live
broadcasts from the Village Green. The Rand valumedia coverage of the Festival
(including newspapers, magazines, online artigiedio and TV) has increased steadily
from about R38 million in 2002 to nearly R80 mitllion 2004 (Marais 2004: personal
communication). It could thus be argued that thditemhal publicity has a significant
impact on local businesses, private schools, tinetsity, estate agents, game lodges in
the surrounding area and other related industBash effects would fall into the “long
run increases in productivity and economic develepthcategory mentioned by Seaman
(2003b) and are typically not included in a shart economic impact study. However,
long run gains could be a very important part aftival benefits and their exclusion from
the economic impact valuation should be kept indnin

Supply constraints

In addition to demand side errors, Seaman (200#)tpout that few, if any, cultural
economic impact studies have referred to supplg smhstraints. He points out that if
event visitors displace or crowd out visitors whagint otherwise have come to the
region, then not all event visitor spending cannmtuded as a benefit since, if the event
had not taken place, other visitors would have spetine impact area.

Supply constraints certainly do exist in Grahamstowarticularly with regard to
accommodation. Grahamstown has only one major hatgtowing number of upmarket
guest houses and many “bed and breakfast” estai#ists run from private homes — a
large number of them only during the Festival. @&moenodation is also offered during
the Festival in Rhodes University residences.

While the 1996 study (Antrobus et al. 1997a:11prtgal that the vast majority of visitors

(92%) claimed that their stay was not limited by #ailability of accommodation, a

number of stakeholders were of the opinion thatritical shortage was developing”.
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The extension of Festival accommodation from hdielgrivate homes occurred in about
1984 and appears to have allowed significant expansHowever, the study
commissioned by the Accommodation Guild in 1998 t(8bus and Snowball 1998)
found that further expansion in this area was @hiksince 71% of respondents in the
higher income part of town who where not lettingridg the Festival claimed that
nothing would make them change their mind. Expansito the lower income East side
of town, first given major publicity in 2004, doe®t appear to have been a success
(Grocott’s Mail).

While it is thus possible that the NAF supply coastts prevent visitors to the area
which might otherwise have taken place, Seaman4(2@iBo gives reasons why this may
not occur in certain cases. Firstly, since the rignbf the NAF is annual and well
advertised, it is almost certainly known in advaaod non-Festival tourists could easily
reschedule their visit. In fact, since the Festitaldes place in mid-winter (July) it is
unlikely that it is displacing many tourists, pauiarly foreigners who generally come to
South Africa in our summer months. Secondly, sofa&ly) small amount of visitor
displacement may occur, but this is offset by add#l local spending that would have
occurred outside the area, were it not for thei¥@stin addition, even if there is some
crowding out of non-Festival visitors, those attiegdmay spend more money than the
former group. Finally, it may be that there is eglo@xcess capacity available in the town
to cater for both groups.

Other than the last point, it seems reasonablegdome that these arguements are valid in
the case of the NAF and that supply constraintgeaty not a significant limiting factor.
The only evidence to the contrary occurred when Rimdes University centenary
weekend celebrations and the first weekend of D@4 2Festival coincided. About a
month before the Festival was held, an urgenttoadRhodes staff was issued, requesting
accommodation of expected centenary guests who waable to find accommodation
elsewhere in the town. However, such events are aad it is also possible that old
Rhodians who would otherwise not have attendedcémtenary event, did so because it

coincided with the Festival.
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Excluding market and non-market costs

Crompton (1995:30) argues that economic impactyarsakhould take into account the
opportunity costs of public or private spending tbe event as well as any negative
impact that the event may have. He points out kbedl government spending on the
event could not be counted as an injection of navd$ into the area because the money
had come from local residents in the form of taxes,other words the original
“investment” (Crompton et al. 2001). Public fundiingm outside the region can likewise
only be counted as new money (and thus includeldereconomic impact) if it would not

otherwise have been spent in the impact area.

In discussing the economic impact of sports faedit Johnson and Sack (1986:376)
agreed that one needs to ask, “Would a similaaayelr amount of state support now be
available for a project with more direct economitpact if the tennis complex had not
been built?”. Although they conceded that this ¢oas may be unanswerable,
respondents in their study agreed that some dfitifs “political capital” had been spent
in lobbying for state funds for the project, whicthe authors argued, should be

acknowledged as a cost (Johnson and Sack 1996:376).

None of the Grahamstown Festival studies explicgaiculated and subtracted local
investment in the Festival. When interviewed in @@nhtrobus expressed the view that
spending by Standard Bank (the then private tilensor) in the Grahamstown area
would be most unlikely were it not for the Festiv@bntributions by local government in
the form of increased police presence, refuse raimeic were not subtracted from the
total. However, the 1996 Grahamstown Festivalystiahsidered a wide variety of costs,
or negative impacts, such as the pressure on infcagre, traffic flow problems,

overcrowding of the town centre, increased crimergased competition to local stores
and a feeling of antagonism by local store holderwisiting traders. The study also
mentioned inconvenience to local residents (magadysed by the crowds and lack of
sufficient parking), noise and litter (1997:22). wiver, no estimate of the monetary

costs of such negative factors was made.
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Seaman (1987) argued strongly that, to the extentvich visiting traders provide
competition to local stores (areas such as food @doithing), the receipts from these
activities should be accepted as a substitutionttier earnings of those in the local
community and thus subtracted from the “first rowsmending” in economic impact

calculations.

Table 3.4: Costs and benefits not included in the NAR@wic impact surveys.

Benefits Costs

Effects of media coverage on local businesses ahthcreased competition for local businesses

other stake holders.

Long term economic growth and productivity | Increased costs to local municipality in terms of

increases. extra policing, traffic control and refuse removal.

Value of externalities to local population (further | Inconvenience to local residents and “Festival

discussed in Chapter 4) refugees”

Additional local spending that counts as “import| Possible crowding out of non-Festival tourists.
substitution” (not included in 1996, 1997 and
2004 studies).

Possibly use of “political capital” and the

opportunity cost of Festival sponsorship.

When interviewed Antrobus (2000) also commentedhenpossible opportunity costs of
“Festival refugees” - those local residents whaobaehtely leave town when the Festival
is in progress to avoid the inconvenience. It wasided however, that since many of
these residents then let their houses at a pookestival visitors, the cost imposed by the
loss to the town of the spending of this group myriFestival was probably not
significant. Table 3.4 above summarises the benefitd cost not included in the
economic impact calculation. While the benefitstiseccontains some potentially large
categories, like long run growth potential andyhie of externalities, the cost section is
less convincing, particularly where there are dffisg factors, such a in the case of

“Festival refugees”.

While not including a monetary estimate of thesst @md benefits, the NAF studies are

not entirely naive. All studies used only visitggeading categories to avoid double
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counting. Although sponsorship provided to the argers and, in the 2003 and 2004
surveys, spending generated by craft market spacgaly was included, some
adjustments were made for the immediate outflowesformer and vendor earnings.

2.2 Indirect impact

In addition to direct effects, events such as thé Ngenerate indirect impact as a result of
successive rounds of spending that occur withinrdggon via the multiplier. Second

round or indirect spending is then added to thenes¢ of direct spending in order to

calculate total economic impact. The following s&ttdiscusses the use of multipliers,
including the importance of the employment mul@épliin calculating this figure.

Once visitor numbers and expenditure have beenrrdeted and the direct impact
worked out, a multiplier size must be determinedider to calculate indirect impact.
The size of the multiplier and thus, the effectssotcessive rounds of spending, will
depend on the leakages from the economy being denesl. Leakages represent the
amount of money that is taken out of the host esgnm the form of spending by local
earners outside the host economy and savings. &agathe multiplier, Crompton
(1995:29) stated that, “It is not desirable to tdke results of an economic impact
assessment from similar studies in other communited apply it, because the
combinations of business interrelationships in camities are structured differently so
linkages and leakages will be different”. Seamabd0@b) reiterates this, but since it is
time consuming and expensive to calculate a migtiflom first principles, the tendency
in many studies seems to be exactly that, i.eséomultipliers that have been derived for
the region, or for other events, or simply to useeatimate. However, some countries
have developed regional input-output models, likarddsota IMPLAN Group and RIMS
Il developed by the USA Bureau of Economic Analysihich can be adjusted to the

specific region and help with calculating indireapact (Seaman 2003b).
The Grahamstown Festival multiplier of 0.18 firgted in the 1996 and 1997 studies

(Antrobus et al. 1997a and 1997b) seems to have b&sed on an educated guesstimate
and is not supported in the report by any additievadence. “Given that Grahamstown

94



has a small manufacturing base, importing a lasgegntage of locally consumed goods
and services, and exporting little to other regjdhge indirect expenditure generated is
relatively modest” (1997a:22).When compared to othds festival impact studies
(Edinburgh Festivals, Adelaide Festival and Mellbeuestival), all of which used
higher multipliers, the Grahamstown multiplier seseta be reasonable (Snowball and
Antrobus 2001).

In 2003 a business survey was conducted (SnowbdllPatrobus 2003), part of which
surveyed local businesses to determine the extenhich stock sold in Grahamstown is
sourced from outside the region. It was found tbataverage, 87% of stock was bought
from outside Grahamstown (Port Elizabeth, East loondnd Johannesburg being the
main suppliers). The result suggests that leak&ges the area can be expected to be
large in second round spending, even if local ezl spend Festival earnings at local
businesses.

Crompton et al. (2001:81) suggest that a salegphatlt that is, the effect of an extra unit
of visitor spending on economic activity, is nottuadly a very useful measure of
economic impact and that it is the personal incoméiplier that should be used since “it
enables the economic benefits received by residentse related to the cost they
invested”. Given the extent of the leakages frooaldusiness, turnover in terms of the
value of sales is unlikely to be related closelyntreases in income. However, specific
data on household and business income changeggasltof the Festival, is difficult to
collect, since respondents are often reluctant itee @gccurate figures, making the
estimation of an income multiplier, in the abseonta pre-existing input-output model,
difficult to estimate. The 1996 and 1997 NAF stgdiesed the sales multiplier stating
that, “The visitors’ initial expenditure is likelp go through numerous successive rounds
of spending as wages and salaries earned overesievdl are used to purchase local
goods and services. However...the indirect experaligenerated is relatively modest”
(Antrobus et al. 1997a:23). Table 3.5 below illatts the relatively small size of indirect
impact claimed.
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The employment multiplier shows how many full-tipgds are created as a result of the
event or Festival. However, as Crompton (1995:22) @rompton et al. (2001) point out,
the employment multiplier is most unreliable beeauis assumes that, “all existing
employees are fully utilized so an increase in mkevisitor spending will inevitably
lead to an increase in the level of employmenthdeslly for a once-off event, like a
festival, it is unlikely that many new jobs woulé@ breated. Rather, existing employees
would work overtime or “casual” short term help Wwbie hired for the period of the

event.

The large number of unemployed people in SouthcAfmakes the job creation potential
of any event very important. However, the NAF séisdilid not fall into the trap outlined
above. The 1996 study did not claim that any peengjobs were created by the Festival
other than those already in existence regarding-gemd Festival organisation and
planning which were funded directly by the Festittdé sponsors, Standard Bank. The
study also reported the varying wage rates. Fomela an additional 1 160 jobs for
street traders were created during the Festivalpbly paying R385 each. The study also
calculated that 1 200 workers earned overtime payn{@ntrobus 1997a:ii). An
interesting point, that other commentators do retsto take into account, is that not all
the jobs created will necessarily be filled by deojpom the impact area. For example
the 1996 Grahamstown Festival study found thathef387 temporary jobs created by
visiting traders, only 36% were taken by Grahamisios (1997a:15). This seems to be
largely as a result of the lack of technical skdlmongst unemployed Grahamstonians,
which encourages artists and vendors to bringeir thwn personnel.

The business survey conducted in 2003 (Snowball Aamdobus 2003) found that, in

local businesses, no permanent jobs were creatadresult of the Festival. Instead, of
the 32% of businesses that did create additiongl@ment opportunities, the majority
hired temporary workers over the Festival periodinrl2% of cases, simply asked
existing staff to work overtime. An additional factrelates to the origins of temporary
employees. For the maximum benefits to accrue, boteconomic and social terms,
businesses should hire local unemployed people.edery the majority of additional
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employees hired were Rhodes University students stéiged on after term ended to see
the Festival and earn some extra money — some whwhight have been taken out of
the impact area when they returned home.

Festival organization generated 4 permanent jols3&2 casual or ad hoc jobs around
the Festival period in 2004. Of these temporarysjalB0 were filled by unemployed

people (about 47%) and 113 (30%) were studentsietimainder being contract workers
and employed people. Where possible, service peosidiere local companies, who in
turn employed additional labour for the Festivalripgé (Marais 2004:personal

communication). It can therefore be concluded thdiile the Festival does provide

additional temporary employment (and a small nuntbgrermanent jobs), relatively few

previously unemployed people benefit, since much iss made of people already
employed (inside or outside the impact area) amdiestts.

2.3  Total economic impact

The total economic impact of the Festival can Heutated by adding the net direct and
indirect figures. However, before the final impéigures for the Festival are compared, a
note on methodology is warranted. In most studiesymbination of interviews and self-
completion questionnaires was used because, whikrviews might provide more
reliable data, self-completion questionnaires avehmcheaper to administer. Several of
the reports and proposals refer to the fact thidiceenpletion questionnaires, especially
those handed out at shows, will result in data thdtiased towards people who go to
shows, are English first language speakers (andtltas more easily complete the
questionnaire) and stay for a longer time. Thercteative relationship between the
average number of ticketed shows attended per peasol the percentage of data
collected via interviews is demonstrated in tabRebove.

If the ticket sales method alone is used to caleuhasitor numbers, this might
significantly bias the number downwards and, silocwer-stay visitors are also more
likely to fill in self-completion questionnairesgerigth of stay data and thus the

accommodation method may also be biased. For exaitin@ average number of ticketed
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shows attended per respondent in the 2004 survielg uisterview data was about 6,
while the average using self-completion questiomndiata was 10.5. The 2004 study
used only interview data and various counts (faaneple at the craft market and free
shows) conducted by the Festival organisers taike visitor numbers. Table 3.5 below

shows the calculation of economic impact in the &tudy years.

Table 3.5 Economic impact calculations

Category (All figures in millions of Rands) | 1996 | 1997 | 2003| 2004

A. Total visitor spending 25.9 23.5 27 30
B. Sponsorship and craft market spending | 1.5 15 13 13
C. Immediate outflows (30% of A + B) 7.6 7 12 13
D. Net direct impact (A + B—-C) 19.8 15 28 30
E. Indirect impact (D x 0.18) 3.4 2.7 5 5.5
F. Total economic impact 23.3 17.7 33 35.5
Total impact at 2000 prices 30 21 27 28.6

A few other methodological notes are in order adl.wiéhe 1997 study, although it
calculated first round visitor spending and rep@el0% decline in this form of impact
(Antrobus et al. 1997b), did not actually go onctdculate total economic impact. It is
thus assumed that sponsorship levels remainedxdpptely the same, but that producer
and vendor earnings (outflows) declined somewhatisa®r numbers declined (see also
the decline in ticket sales). An estimate of themediate outflows was made by
extrapolating from the 1996 data, which showedlowt as approximately 30% of total
visitor spending. Since the 1996 study, no sunfdyestival traders has been conduéted
and, as a result, it has simply been assumed riraediate outflows are approximately
30% of total visitor spending, which is far fromeal, but better than using the gross

direct impact figure.

The 2003 questionnaire caused some confusion mmstef group versus individual data,
particularly regarding the number of ticketed shattended, since the question asked for

2 Postal surveys of Festival artists sent out with dtifermation in 1996 and 1997 had very poor response
rates. Vendors were thus interviewed directly — a fairlylg@sbcess which was not included in the 2003
and 2004 studies for budgetary reasons. The 2004 repomimesnds urgently that the producer survey be
updated soon.
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“number of ticketedshows$ not the number of tickets bought by the groupncsi
spending data was collected for each travellingugr@average size of 1.8 people) there
was some doubt as to how to interpret the resi¥t®. calculations were thus made, one
assuming figures to be for the group and one asgyithiem to be for the individual.
(65% of people gave figures for a group size ofThe average of the two figures was
then used for the first round visitor spending coktion, since the assumption that
figures were per group (despite the fact that ihishat the question asked for) might
have been overestimating visitor spending. The Z2d0dy specifically asked respondents
whether they were choosing to quote group figuresaividual ones. Crompton et al.
(2001) argue that group spending figures are likelype more accurate, especially for
accommodation spending. However, it is unlikelyt t(pgoup members would be able to
account for other spending categories for all tine@mbers (like craft market spending
and spending on food and drinks). Thus, in a faktivat attracts relatively few family
groups with young children, it was initially decdi¢hat individual spending data be
collected (Antrobus et al. 1997a and 1997b) and da@se so at all except the 2003
Festival.

Noteworthy points of the above table are the fallicket sales, visitor numbers and real
economic impact from 1996 to 1997, with a slow kexy being reflected in the 2003

and 2004 figures. However, ticket sales of 199&le\(184 761) have not been seen
again, with 2003 and 2004 figures hovering aroufi@ @00, but showing an upward

trend. The same is true of real economic impac2@80 prices), which is now starting to

approach 1996 levels again.

The major reason posited for the decline is thergemee in the New South Africa of a
large number of other arts festivals, the greaigats at present being the Klein Karoo
Nationale Kunstefees (KKNK) started in 1995 catgriar a mostly Afrikaans speaking
audience and the Aardklop Arts Festival that beigab998. Perhaps the decline is also
partly due to the freedom of expression and spaetiie New South Africa. As shown in
chapter 2, the Festival played a very importarg inlthe apartheid era as an outlet for
otherwise repressed expressions of political armlabprotest. Once the elections had

been held and the New South Africa was underwaypie necessarily had to change and
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the falling off of ticket sales and economic impatay have been a reflection of this
period of uncertainty. The stabilization and growththe Festival in recent years may
thus indicate that this tricky period has been ssstully negotiated, even in face of
increased competition from other festivals, and tha NAF is finding its place in the

new democracy.

3 CONCLUSIONS

The above literature review and case studies o\tRE have attempted to demonstrate
that, despite the idea that economic impact stuygliegide a simple, undisputed way of
measuring the value of the arts to a communityy #re in fact complex and depend very
much on the knowledge and integrity of the reseanchEven Crompton, a supporter of
the methodology admits that,

“Often there is a presumption in the minds of “bottongl orientated audiences who are
unfamiliar with the technique that the analyses are “scientific’ &mthce, the outputs are
objective and unequivocal. This is fallacious. Economic impaatysis is an inexact process and
output numbers should be regarded as a “best guess” rathebefan inviolably accurate”
(Crompton et al. 2001:80).

On the other hand, Seaman, who has been a vehepgotent to the use of economic
impact analysis as a means of arts advocacy (lif8dyour of the contingent valuation
method (CVM), has recently stated that,

“Increasing familiarity with either of these approaches may reelder one more sympathetic to
the alternative. For example, while CVM has the potential tbucapmportant aspects of value
not observed in market transactions, the approach is colyrogticized for exhibiting various
biases...At the same time, the deficiencies of economic impact isgesiidies have become
legend and are in part responsible for the rise of contingdaation as an alternative.” (Seaman
2003a:4-5).

Like CVM studies, discussed in chapters 4 and dnewic impact studies, if reasonably
well done, can provide interesting and useful imfation about the financial impact of an
arts event like the NAF, which can be used as giat successful argument in favor of

public support for the arts. However, the cruciahp here is that the valuationpartial,
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not complete or total, and does not provide exacigentific” or unbiased data any more
than other non-market valuation techniques do.
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CHAPTER 4: PART |
THE CONTINGENT VALUATION METHOD: A LITERATURE REVIE W

While it is all very well to argue that the poséiexternalities supposedly provided by the
arts should be taken into account when conductingost-benefit analysis, the
measurement of such non-market values is far fronpls. There are, however, well-
researched methods of doing so, the most popularhath is the contingent valuation
(CV) method.

The following chapter is divided into three sec$iorFirst the contingent valuation
method is outlined and its use and recent contegtidsed. Then selected case studies of
willingness to pay (WTP) surveys conducted in theddf of cultural economics are
reviewed and finally, some of the major criticisasd defenses of the method are
considered.

1. THE WTP METHOD AND CONTEXT

There are a number of ways in which the value ¢érealities provided by public goods
may be measured. The travel cost method measweestess costs of users to a specific
site or event, i.e. what consumers are willing a9 m travel costs in order to attend, for
example, an arts festival (Mundy and McLean 1998}29he hedonic price method
assumes that households “migrate into or out ofyggahic regions based on tradeoffs
between quality of life in those regions and deferes in housing prices” (Ready al
1997:439) i.e. what consumers are willing to payimereased housing prices (or
decreased wages) in order to live in an area thdt dertain amenities, e.g. an arts
festival. The contingent valuation (CV) method askspondents directly what they
would be willing to pay, or willing to accept (WTAN a hypothetical market situation to
conserve or expand some public good (Reatwl 1997:439). The CV method also
includes stated choice or choice experiment surveysch ask respondents to choose
between various scenarios in which the levels efatiributes making up the good are

varied (further discussed in chapter five).
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The National Oceanic and Atmospheric Administratiemiew on the use of CV studies
published in the Federal Register in 1993, stdiat t

“This [CV] approach allows the valuation of a wider variebjnonmarket goods and services than
is possible with any of the aforementioned techniques-¢giecific valuation methods such as
travel cost, factor income approach, or hedonic pricing nspdeld is the only method currently
available for the express purpose of estimating passivealisesV (NOAA 1993).

Passive use values (also referred to as non-useesjabre defined by Carson et al
(1999:100) as “those portions of total value (meaduby WTP or WTA) that are
unobtainable using indirect measurement techniouieieh rely on observed market
behavior”. Thus, while methods like travel cost dwedlonic pricing will capture the non-
market value of the good to users, this does rabaide people who, for whatever reason,
might be non-users, but still willing to pay to peeve or support the public good. In
other words, passive use values require no dinecivement of the user with the good at
all and “as a result, economists are fond of sajtirag passive use leaves no behavioral
trace” (Carson et al. 2003:258). Diamond and Haus{hf93) outline three types of non-
use values: the value of one’s own possible futise of the good, the value of one’s
enjoyment of the use of the good by others (alded¢®equest value) and finally, values

unrelated to human use of the good.

A number of models can be used to estimate WTP ©AWinctions (Johansson 1993;
Carson et al. 1999), but the general theory caprbsented as follows: If initial utility
(U0) is a function of certain levels of income,qa$, private goods and public goods, and
an increase in the amount of public good suppleteiases utility (Ul), then WTP
represents (or exactly offsets) the difference betwU0 and U1, such that the final level
of utility is unchanged. In the WTA case, the deelin utility is exactly equal to the

increase in utility due to the compensation amount.

Contingent valuation surveys were, until about 1990 little-studied branch of
environmental economics. However, on thd' 24 March 1989, the Exxon Valdez oil
tanker, misjudging its position, crashed into Bligkef in Prince William Sound off the
coast of Alaska (Carson et al. 2003). The tankieased 11 million gallons of crude oil

into the Sound, hugely damaging what had been btieeanost environmentally pristine
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areas on earth. The local newspaperchorage Daily New§l999), in a retrospective of

the oll spill ten years after the event, termedabeident “one of the worst human-caused
environmental disasters in history”. The newspagpleo reports the slowness of the
response to the disaster as a result of not hadis@ster management programmes in

place.

However, all this was to change when it became knthat the State of Alaska and the
Federal Government intended to use a contingenttiah study to litigate against the oil

company, arguing that they were liable for morentlsst the clean-up costs and lost
income, but also for the non-market value of thgenenvironmental damage caused to
the Sound. As a result of this, “the attention p@idhe conceptual underpinnings and

estimation techniques for passive use value charagbdr abruptly” (Carson et al. 2003).

Early in 1990, Carson et al. (2003) were commissibto run a huge WTP study to
determine the value of the American public of thimé& William Sound, the details of
which have recently been publishedBnvironmental and Resource Econom(2603).

After being given a large amount of informationgliding maps and photographs,
respondents were asked to vote for or against poped to provide an escort ship
programme for oil tankers entering the sound. Témulis of the survey showed that
American households were WTP about $2.8 billiontfa program. Although the case
was settled out of court, the State Attorney Gdnees reported as saying that the CV

study “was the heavy atrtillery in our briefcas@&hhorage Daily New$993).

In an attempt to discredit the method, the oil campappears to have funded quite a lot
of research into the method. Many of these papesee wpresented at a conference
organized by Cambridge Economics, Inc. held in Wagbn in 1992 and were

published, with transcriptions of discussions (Haas (editor) 1993). Although there are
few direct references to it, traces of a violenbate and doubt over the bias of Exxon
sponsored research remain. For example, in a 18@feaDiamond adds a footnote to

the effect that, while earlier research may haventfended by the Exxon company, the
current article (also on CV criticism) was not. §ar et al. (1993:258-9) comment that
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“Much of the recent criticism of CV is contained tihe Exxon-sponsored conference
volume ... At the conference itself, discussion was oftentésawith one non-
economist referring to the process during a disonsas “a milieu of dueling economist”
(Hausman 1993:458). Despite this, however, the nsapeesented at this conference set
the agenda for contingent valuation research and/rofthe issues raised are still being
debated.

In their 2003 article, Carson et al. conclude that out of court settlement between the
State of Alaska and the Exxon Company approximétedCV value quite well. They
also note that, since 1989, there have been nornadjcspills in American waters,
perhaps suggesting that the inclusion of non-usgesan possible litigation, while not
uncontested, is still acting as a significant detatrto oil companies taking risks that may

result in pollution.

One of the results of this heated debate was theom& Oceanic and Atmospheric
Administration review on the use of CV studies (N®A993), chaired by, amongst
others, Kenneth Arrow and Robert Solow. The reporicluded that, if its guidelines
and recommendations were followed, “CV studies paduce estimates reliable enough
to be the starting point of a judicial process amége assessment, including lost passive-
use values” (NOAA 1993:24). Another result was tltathough CV studies have now
been applied in many fields, most of the methodoklgesearch has been conducted in
the field of environmental economics. While muctthd# following literature review thus
refers to studies conducted in this field, a revedvgome of the (much smaller) body of
work in cultural economics will now follow, givingarticular prominence to those case

studies that are directly comparable with the NwticArts Festival research of this thesis.

% Diamond, after his 1996 article, appears to have publisbddrther work on the contingent valuation
method. Hausman, his co-author in the famous 1993 papeeditor of the criticism book mentioned
above, also appears to have turned to other areas of research.
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2. SELECTED WTP CASE STUDIES IN CULTURAL ECONOMICS

By 2002 fifty-two CV studies had been conductedhea field of cultural economics.
However, comparatively few of these were in theaarevaluing “the arts” generally (7),
the remainder being focused on more specific arlles, museums, historical sites,
broadcasting, heritage, theatre and libraries, gstorothers (Noonan 2002). The
following section will briefly review 5 of the WTRtudies conducted on the arts
generally to date, two in Australia (Thompson, By and Withers 1983; Throsby and
O’Shea 1980), one in Ontario (Morrison and West6)98vo from Kentucky (Thompson
et al. 1998 and 2002) and one from Kansas (Glasd. d1999). In addition, an earlier
study conducted at the Grahamstown National Artsti¥e (Snowball and Antrobus
2001) and a recent study (2003) at the Oudtshodem KKaroo Nationale Kunstefees
(KKNK) (Snowball and Antrobus 2003) will be introcked. Both the latter studies were
used as pilot surveys for the 2003 NAF project aiiblbe more extensively discussed in
part two of this chapter. However, they are intrgtll here in order to better illustrate
some of the theory below, particularly as it applte developing countries. The case
review is divided into three parts: those valuadidrased only on WTP studies, those

combining WTP and economic impact studies andwleeSouth African valuations.

2.1 WTP valuations

One of the earliest arts WTP studies (1982) waslected by Thompson, Throsby and
Withers in Australia (1983). To a great extent, Bmuth African studies are based on
their methodology. The survey asked a random sapfp827 Sydney residents detailed
questions about the arts, including their intefestendance, participation, perception of
benefits or costs, views on public funding and W®Fsupport the arts under various
conditions. They used an innovative form of the Bahterval (further discussed below)

to detect and control for overstatement of WTP dresgl on in detail in Throsby and

Withers 1986).
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Eighty per cent of respondents were interestetl l#ast one of the art forms mentioned
and there was also a general interest in artsypolicrosby and Withers (1985) suggest
that, where a divergence between (lower) attendamck (higher) interest is detected,
policies to improve community access to the artsy rbe effective. In terms of

attendance, while their study found that, as exg@ecudiences for so-called “high” arts
forms (opera, dance, theatre) “were biased towduelsvealthier and better-educated, this
bias is nowhere near as marked as is often claiméeé the case” (Throsby and Withers
1985:585). They also found that about a quartethef Australian adult population

actually participate in the arts, especially afieg of music.

Even more importantly, the Australian study fouhdttthere was wide-spread agreement
with the idea that the arts provided “community [ubenefits”, such as national pride,
assistance in understanding and interpreting “aumtry and its culture”, as well as
general educational value (Throsby and Withers B85. Respondents were then asked
how much they were WTP for such public benefitsodigh an increase in taxes.
Although the survey picked up some forms of bid® tfree riders”, and arts attenders
who had a strategic motive to overstate their ¥WIEP (further discussed below), even
after controlling for such bias, just under thresuwdgers of respondents voted for
increased arts subsidy at a significantly higheelléhan government support at the time.
Respondents were given a choice of either an iser@acurrent taxes or a reduction in
other government spending as a means for payinghéincreased arts subsidy. Most
respondents (80%) indicated that they would ratlezrease other areas of government
spending, in particular, social services and defdiitfiompson et al. 1983). The authors
conclude that “The notion of the arts as a luxurg as only an elite pleasure foisted on

an unknowing or resentful public is simply wrong@’hfosby and Withers 1985:594).

Another early WTP study on the arts was conductgdMiorrison and West (1986) in
Ontario, consisting of a sample of 463 househald®g telephone interviews. In particular,
they wished to investigate whether increasing atbsidies would benefit mainly the
wealthy arts attenders, or whether what they redeas the “external” benefits from the
performing arts, justified tax spending even fon+aatenders. The idea is that one way in
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which WTP studies can reveal, and even to somenegteantify, the value of externalities

is to establish whether there is a gap betweeWhP for the arts and the actual use of or
attendance at arts performances. A positive WTR fmiajority, while attendance is claimed
by a minority, would seem to indicate an awarern®gssespondents that the arts provide

positive spill-overs and, moreover, are willings@y for them.

The Morrison and West (1986:68) survey posed thivitng question to the relevant

portion of their sample:

“Since you personally do not go to live performances of dralaace, classical music or opera,
what benefits, if any, do you feel you get from these thimgreturn for paying taxes towards
them?”

Responses (not suggested by the interviewer) cdverany of those proposed by the
theory, such as national pride, welfare to futuemegations and educational importance.
However, 40% of respondents claimed that they ghameebenefit. It should be noted that,
unlike the Thompson et al. (1983) study, which fuahat public arts funding in Australia
was significantly below what the public was willing support, Morrison and West
(1986:69) found that the majority of Canadians weoé in support of an increase in arts
funding, suggesting that, “all external benefitwédalready been internalised or, in other
words, that no marginally relevant externalitiesnam”. Morrison and West (1986:61)
suggested that, because of various forms of biasst motably, the way in which

information is provided, some surveys overstatedPWT

2.2  Combining WTP and economic impact studies

The first example of such a combination study iat tbf the Mildura Arts Centre in
Victoria, Australia (Throsby and O’Shea 1980). Tentre consists of a theatre (used for
drama, music, films and conferences), a galleryantiseum. It was built between 1964
and 1967, financed mostly (56%) by Mildura City @oil loans and the State
Government (20%). It is used for a wide variety aafivities (music, drama, opera,
operetta, dance, film, visual arts) and is usethbymajority of local residents with only a
mild bias towards the higher socio-economic grqUpsosby and O’Shea 1980:9 - 18).
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The researchers pointed out that although such eomtyn projects usually aim to
provide some social benefits or increase the quafilife, these non-market benefits are

not included in determining the value of eithergmeed projects or ex post value studies.
"Many residents of the Mildura district, for example, mayueathe Mildura Arts Centre’s
existence and may even be prepared to pay (through localngosetr rates) to maintain it,
even though they themselves never set foot inside the C@&hirebenefit conferred on all
people in the area is no less real for its not being reflectathiket transactions” (Throsby and
O’Shea 1980:18),

The Mildura Arts Centre study, therefore, includedth the traditional cost-benefit
analysis, measuring the financial quantities fro@65 to 1982, including capital and
operating costs and revenues, as well as a wikisgo pay study which accounted for
“estimates of consumer surplus, imputed benefitsnpaid admissions and public good
benefits” (Throsby 1982:5). When incorporated iritee cost-benefit analysis, the

valuation of the public good characteristics wasl#érgest single benefit item.

Once the public good valuation of the Centre watugted in the cost-benefit analysis,

the Centre’s estimated rate of return could be deehe favourable (about 8.5% as
opposed to the borrowing rate for local authorivé® - 7%).Throsby (1982:10) pointed

out that it is unlikely that an arts centre may egpto be a profitable operation on paper,
but that if public good values are included, “pralility can be judged in terms of overall

community benefits and that when these are accduftte a rate of return can be

obtained that may be compared with other more caialenvestments”.

The second combined study regards the measurerheéhé ampact of the arts on the
Kentucky economy which, like the first example, @ned both the conventional
economic impact approach and a contingent valuasiualy, which examined “the
contribution of the arts to the quality of life Iiéntuckians” (Thompsoast al. 1998:1). In
addition to money spent on tickets, Kentucky hookihstated that they were willing to
pay $21.8 million in order to avoid a 25% declinetie number of arts performances in
Kentucky. “The value of these donations [WTP] gi@eminimum estimate of the
difference between the value that Kentuckians ptatéhe arts and the amount they pay
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for arts performances through ticket prices” (Theomet al 1998:7), and thus provide
an indication of the monetary value of the pubbod benefits provided by the arts.

The economic impact of the arts in Kentucky waswated to be $22 million and
provided 1 324 jobs (Thompsat al. 1998:18). By including the contingent valuation
measure of the value of the arts as a public gtimlestimated value of the arts to the
Kentucky economy was almost double what it woulgdehheen if only the economic
impact figures had been used (Thompssnal. 1998:3). In discussing the study,
Thompsoret al. (1998:3) argue that the increased quality ofddesed by the arts would
also be felt in the economy through increasing ertypvalue and wages. However, this
sort of hedonic pricing study was not undertakdthoagh it would certainly be an

indication of the value of the positive spill-overfsthe arts.

The above study then added the economic impactVéing figures to provide a total
value of the arts in Kentucky of $43.8 million aaye However, this method was
criticized by Seaman (2003a) on two grounds. Kirdie argues that part of what the
WTP estimate may be picking up is the projectederuror future earnings of the
respondent or their household due to the artstHaravords, the WTP estimate includes,
to some extent, economic impact and that simplyragdthem leads to double counting.
Secondly, he argues that, rather than giving d wailae, the WTP figure measures only
one scenario (that of a specified decrease inegdsts), not the value of the externalities
provided by 100% of Kentucky arts events.

A follow-up study (Thompson et al. 2002) asking faene questions about WTP for arts
amenities in Kentucky, was conducted using a maivesy of “arts patron” and “all

households” samples. As in previous studies, it foamd that arts attenders and arts
patron households had higher average income anchgdn levels and that their mean
WTP was significantly higher than the “all housetsilsample for both active use and
off-site use (like watching television programs aithe arts). Estimated WTP to avoid a
25% decrease in arts performances and exhibitioms $16.9 million a year for all

Kentucky households.
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An interesting feature of both studies was the ge@dmn of loss aversion (further
discussed below), in that mean WTP per househo&vood a 25% loss was found to be
significantly more ($11.44) than that the WTP taremse arts performances and
exhibitions by the same amount ($6.21). Considetivat the costs of increasing arts
performances and exhibitions in Kentucky by 25% Marost $12.6 million, a WTP to
avoid this loss of $16.9 million indicates a nehéft of $4.3 million. Thompson et al.
conclude that the relatively small net benefit aades that current levels of support are
relatively efficient.

The final study in this group was conducted in Kanby surveying 515 households and
asking a dichotomous choice WTP question for “asfartial increase in the amount of
arts activity in your local area” (Glass et al. 298B) to be paid for by an increase in tax.
It was found that Kansas households would be WT® rillion in increased taxes for
the rather vaguely defined “substantial increasef that, as in other studies, participants
in arts events or education programs were mordylikefavor the increase. Even for the
highest WTP bid amount ($20), 47% of householdsewetling to pay. In addition to
this, an economic impact study found that expengliby the Kansas Arts Commission,
which provides grants to arts organizations, resuih just over $1 million of impact in
the region. The addition economic activity genataby the arts increased local tax
revenue by nearly $100 000 and provided 18 additigobs in the state in 1998. Long
term impact, in terms of a positive effect on tlaerof economic growth, through
attracting businesses may be considerably larger.

2.3 South African WTP studies for the arts

The earlier WTP pilot study conducted at the Nadlofrts Festival (NAF) in
Grahamstown (Snowball and Antrobus 2001) was tisé $uch study to be conducted on
the arts in a developing country. As such, new assarose around, for example,
willingness versus ability to pay (further discuss®low), several of which were further
addressed in the research at the NAF in 2003. thtied, the divide of wealth and

education levels along racial lines (as discusseat@vious chapters) makes the detection
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and valuation of positive externalities providedthg arts, particularly to lower income
and education groups, a very important justificafior their public support.

The first study was conducted in 2000 and survéygtouseholds by telephone from the
higher income, mainly populated by European orgople, as well as the lower income
area, populated by mainly African origin people.eThuestionnaire design (further
discussed in part 2 of this chapter) was very sinit the Thompson et al. (1983) study.
After questions regarding the respondent’s attgydétendance, spending and earnings at
the annual NAF, the WTP scenario was presentedngskspondents if they would be
willing to pay an additional R5 in taxes per moiitthis would prevent the Festival from
being closed down (2001 was the last year in withehtitle sponsor of the NAF, the
Standard Bank, provided significant funding).

Although attendance at ticketed Festival eventsndimg and earnings were significantly
biased towards high income respondents, attendatricee events (like street theatre, art
exhibitions, the preview “Sundowner” concerts ahd traft markets) was more evenly
spread. Contrary to popular belief, that lower meoresidents resented and got nothing
out of the Festival, responses to opinion questiensaled that, in some cases, feelings
were more positive than amongst high income ressdelBven when liable for the
increased tax, 73.5% of low income area residemi® wiilling to pay as compared to
81.3% of higher income residents. Reasons givemdsitive WTP responses where
attendance at shows was low included: “improving opation”; “exposing people to
culture”; “giving people something to do and kegpthem away from crime”; “keeping
the town alive” and that it was “good for the commity’. The Festival is also seen as a
very important source of future economic growthy geation and development. These
responses showed a high degree of awareness pbsiteve externalities that the Festival
provides.

In addition to the R23.5 million (Antrobus et a@9lrb) that the festival was estimated to

provide in economic impact, it was calculated fhastival externalities were worth R2.3

to R3 million a year. The study concluded that, levimuch of the economic benefit of
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the NAF accrued to higher income earners, Festixtrnalities provided valuable public
goods to low income and education groups as walh(®all and Antrobus 2001).

The second study conducted at a South Africanfestssal and also used as a pilot study
for the current research, was at the Klein Karodiddale Kunstefees (KKNK), and
Afrikaans-medium festival that takes place yeanlyudtshoorn (Snowball and Antrobus
2003). The structure of the KKNK is very similarttee NAF, including Main and Fringe
programs, free shows and art exhibitions. Like @nastown, Oudtshoorn is still divided
along wealth and racial lines, although the dominanguage spoken by both European
origin and mixed origin people is Afrikaans. In 307 telephone interviews were
conducted on a representative sample, asking WwhatWTP to avoid a 25% or 50% fall
in Festival size would be. The WTP question hadloam starting points (closed ended,

dichotomous choice) with bidding up and down.

As in the NAF case, opinions amongst both low aigh income area residents at the
KKNK were largely positive and attendance at freeves for low income residents was
considerably more than that of high income areamleass. While average WTP for high

income households was much higher (R17.50) thanldarer income households

(R8.96), the percentage of people willing to payneopositive amount was almost
exactly the same in both areas (65%). It was estiengnat WTP to avoid a 25% fall in

KKNK size was R2.5 million a year (Snowball and Aaftus 2003), in addition to the

R43.7 million in economic impact that the Festiyabvides (Saayman and Saayman
2003).

A brief review of the use of WTP studies in valuitig arts suggests that they can be
useful in two ways. Firstly, they can determine plmesence (or absence) of non-market
values or externalities amongst various populatggoups in order to counter the
commonly held belief that arts sponsorship benefily the wealthy minority of society
who actually go to the ticketed shows. Secondlghsstudies can quantify the value of
cultural public goods and be used for making potlegisions about sponsorship levels.
However, there is a significant body of work thatticizes the CV method, and
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particularly the use of WTP studies, as a meansvédning non-market goods. The

following section will consider the ongoing debatehis area.

3. CRITICISMS AND DEFENSE OF THE CV METHOD

Even since the Exxon case in the early 1990’sethas been a storm of sometimes quite
vehement criticism of the CV method (mostly repreed by WTP studies) and equally
heated defense. The following section reviews saméhe major areas of criticism,
focusing on the nature of hypothetical markets thedways in which CV responses have

violated the assumptions of neoclassical econoneioriy .

3.1 Hypothetical markets and the “free rider” problem

One of the first questions many critics of the Wifiethod ask is how one can be sure
that respondents will tell the truth. The NOAA phri#993:7) raised the issue of
“implausibly large responses” and it has since bémmnd in many studies that
hypothetical markets tend to overestimate WTP. Theent debate has shifted from
whether or not hypothetical bias, defined as tllemince between hypothetical and real
WTP, exists to a discussion on how the problembsadetected and controlled. There are
two major directions in this field. Firstly, theexe those who, by comparing real and
hypothetical valuations for the same good, seekntb some method of calibration for
hypothetical responses that will bring them mordine with real responses. Secondly,
there is ongoing research into how questionnaiegdecan be used to moderate this
form of bias. The following section provides atbrgcal background to the hypothetical
bias or “free rider” problem in contingent valuati@and reviews the current debates

regarding calibration and questionnaire design.

The liability or free-rider problem in estimatinget value to individuals of public or
mixed goods was first formally acknowledged by Salson (1954). He pointed out that,
so long as all goods were private and operatedperéectly competitive market, there

was no incentive for individuals to misrepreserditidemand since they all aspired to

114



their highest indifference curve within the constra of a budget. However, for a public
good, voting or signaling other than that of therke must be used: “Now it is in the
selfish interest of each person to give false dgyrta pretend to have less interest in a
given collective consumption activity than theyllgdo” (Samuelson 1954:388). This is
the central problem with a social economy or a abcishared public good. By
pretending that it is less valuable than it in fegtany individual may hope to escape

personal liability for their consumption of the gbo

Samuelson (1954:389) added, however, that theréadlfithe market did not mean that
there was no optimal solution to the provision oblc goods:

“Given sufficient knowledge, the optimal decisions can awayg$ound by scanning over all
the attainable states of the world and selecting the one veictrding to the postulated

ethical welfare function is best. The solution exists;pitudlem is how to find it”.

Some of the earliest and seminal research on tiséeeage and control for hypothetical
bias in WTP studies was conducted by Peter BohrhnB(972) argued that the theory
of the free rider motive to conceal demand prefeesrhad not been empirically tested
and that other, perhaps stronger, motives couldtrashonest demand revelation. Bohm
(1972) thus conducted a series of WTP studies adl groups of paid volunteers. The
public good under discussion was a new TV comedgseEach respondent was asked
to state the highest admission fee that they wpaldto see a half-hour programme. If
the stated cost of showing the programme was smailequal to the amount that the
group was prepared to pay, the programme wouldhbes and each person would have

to pay something.

The first group were told that, should the prograeime shown, they would have to pay
the amount they had stated; the second group wwaud to pay some percentage of the
amount they stated; group three, a variable amauatip four, a flat rate; and group five,
nothing. The results revealed that there was naifgignt difference of the stated WTP
between any of the groups. This is particularlypssmg between groups one and five,
since conventional free rider theory would poswitiat group one people would have an

incentive to understate their WTP, while group fiveuld have an incentive to overstate.
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A later non-hypothetical study for an actual puliicod (Bohm 1984) verified these

results.

Bohm (1972:125) did not, however, rule out the oty that differences in stated WTP
existed when different liability methods were uskdt suggested that the results of the
experiment showed that these differences were aot large. Rather than using the
conventional cheating strategies which economiorthgostulates, he suggested that
group one revealed a true WTP because, “people ttendgard their impact on total
demand, however small it may be, as important” taa¢d group five did likewise because
“they feel morally obliged to do so”.

Morrison and West (1986:63), in their study of geforming arts in Canada, agree that
other motives may counteract the free rider probléuot argue that it is the very
unimportance of individual answers that would ensure honestyhée fact that
respondents may perceive their views to have lidtl@o weight is likely to induce true
preferences and to reduce strategic bias rather @rmcourage false or inaccurate
responses”. They also argued that those who davant to be part of the study could

more easily refuse the interview than provide um@iaswers.

What Bohm (1979) suggested was that economic ntiv@ver- or understate demand
and WTP may (or may not) be overcome by other,gg@stmoral, motives, and that these
motives may change depending on factors such asstue under discussion and
questionnaire design. Given that the motives foerowr understating WTP may be
different in each situation, he proposed what cdmde called “the Bohm interval

method” as a way of verifying the results of thedst

Bohm (1979) argued that if two similar sample guwere given the same
questionnaire, but differing liabilities and thahet directions of the likely
misrepresentation of demand for the two groups vker@wn, then they could act as
controls for each other. This effect could be fartenhanced because there may be
unknown reasons for the participants to accurawgal their preferences, as suggested
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above. For example, two population samples wekeda reveal their preferences for a
particular public good project. If the project wiasbe carried out (i.e. the WTP for the
project exceeded or was at least equal to its thst) the first group would have to pay
the amount that they stated (or some related swi)e the second group would be
asked to pay only a nominal amount or nothing htlalthis case, there was a clear
economic incentive for the first group to undesstaind for the second group to overstate
their WTP.

If the average WTP for both parties was not sigaiitly different, then one could
assume that no serious misrepresentation had fdkea and that motives to reveal true
preferences had dominated. Even if there was ay(famall) difference between the
WTP of the two groups, the responses of the firstig could be regarded as a bottom
limit and those of the second group as a top lirttie true WTP occurring in the interval
between the two. However, the larger the interired, less accurate the study could be
(Bohm 1979).

A number of studies since have used some versiadheoBohm interval with largely
similar findings to Bohm's original tests. The Thopson et al (1983) study of the arts in
Australia used the Bohm interval method to confiai the free-rider problem, but
differed from the Bohm method by asking both tladility and non-liability questions in
the same sample. Respondents were asked the fafjdwib questions (amongst others)

directly after each other:

(a) What is the maximum you would want paid out of yiaxes each year to support the arts
at their current level, if your taxes were adjusted so thatwauld actually have to pay the

amount you nominated?
(b) Now, suppose that there would be no change in yourtéotas. What is the maximum you

would want paid out of your taxes each year to supperatts at their current level?
(Throsby and Withers 1985:32)
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In order to check that the question order was mptificant, half the sample were asked
these questions in the above order and the otltieinithe reverse order. In any event, no
significant difference in response was noted. Wisenae difference between the liable
and non-liable response was found, it was not @satgrs would have been expected. For
example, 14.5% of the sample nominated a WTP of-$&lI00 per year when not liable

which decreased to 13.4% when liable.

Throsby and Withers (1986) estimated that about 668 spondents to their survey gave
honest WTP answers, i.e. their WTP did not diffetieeen the liability and non-liability

questions. Of the remaining 35%, only one third evistrong” free riders (those who

give a positive WTP under non-liability and zero WTnder liability), the rest being

“weak” free riders (those who give non-zero resgsnsbut lower responses under
liability).

Throsby and Withers (1986) acknowledged that ngpethetical situations may make
the free-rider problem more significant. They afeentioned the possibility (noted in
Bohm 1984) that respondents may learn, throughategeuse of the method, how the
WTP studies work and thus enter into some form afusion (based on collective
overstatement of WTP) to their benefit. In eithase, the Bohm interval method could
still operate as a check, larger intervals at lealstrting researchers to possible

misrepresentation.

A difficulty which Throsby and Withers (1985) codsred was the hypothetical nature of
the WTP questions, both liable and non-liable. THifers from both the Bohm

experiments (1972 and 1984) in which some real gaynhad to be made. Bohm
(1972:116) insisted that, “a prime requirementhaf fWTP] experiment is that it should
deal with a real decision with respect to a pulgiond, the output of which and the

payment for which will actually be carried out undé/en rules”.

The Morrison and West (1986:66) study followed Behm method more closely. Two
separate samples were asked the following questimyou think that $3,35 a year in
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taxes is too little, too much or just right?”. Thrst sample was asked the question on the
understanding that their taxes would not changélewhe second sample’s taxes would
increase or decrease accordingly. Again, no sicamti difference between the stated
WTP of the two samples could be found. The reseaschointed out, however, that the
lack of strategic bias in this case may be thelresuhe smallness of the sum of money
involved: “Thus an individual respondent may betguvilling to accept being taxed a
sum less than the cost of a twelve pack of beeenehough he is a non-user...”
(Morrison and West 1986:66). In another sectiothefsame survey regarding “culture in
general” a larger amount mentioned ($128 per pérdmhresult in a bigger (though not
great) difference in the Bohm interval. Morrisondawest (1986:70) concluded by
agreeing with Bohm that a properly handled survéypuoblic opinions about the
financing of a public good could generate honespoases about WTP and thus useful

information.

An earlier National Arts Festival survey (Snowbé&llAntrobus 2001) used the Bohm
interval method in a very similar way to Throsbydafithers (1985) except that a once-
off WTP amount of R5 was used (dichotomous choieg/no response), rather than a
bidding system asking for a maximum WTP amounts@®edents were told that, “The
Festival costs between R8 and R10 million each ydach is paid by the sponsors,
mainly the Standard Bank. 2001 will be the lastrytbat the Standard Bank will pay for
the Festival. If no new sponsor is found, the Fastwill end. They were then asked to

following questions:
“Supposing that there would lb® change in your monthly taxeswould you be willing to allow

R5 of your taxes each month to be spent on supportnBehtival?

Now suppose thatou would actually have to paythe R5 extra in taxes each month. Considering
your monthly expenses, would you still be willing gay R5 a month towards supporting the
Festival?” (Snowball 2000:92).

Of the 80 telephone interviews conducted, threpardents in the Grahamstown West
area (9.4% of the West sample), which is largelyytated by European-origin residents
who have high income and education levels, andrsespondents in Grahamstown East

(20.6% of the East sample), which has a largelyicAfr-origin, low income and

119



education population, responded “yes” and then ‘@ro*don’t know” to the non liability
and liability questions, suggesting that only 14Bthe sample were free riders.

However in the Grahamstown study, not all those a®wvered “yes” to the non liability
guestions and “no” to the liability question canamatically be regarded as free riders
because of the extremely low levels of income r@edr(less than R500 a month) for
some respondents in Grahamstown East. In thess, ¢asequite possible that the refusal
to pay extra is the result of honesty about annme@onstraint, rather than because of
free rider behavior. This would also explain wheréh appear to be more than twice as
many free riders in the low-income, township arempared to the more affluent west
side of town. This conclusion is supported by Bawys (2001:695) article on the major
reason for the non-payment for services in SoutitAf He concludes that, “the problem
of non-payment of services appears to be a proldénability-to-pay, rather than
willingness-to-pay.”

The first version of the Oudtshoorn KKNK questiomagSnowball and Antrobus 2003)
also incorporated a Bohm interval, modeled on the3by and Withers (1986) usage, as

follows:

Supposing no change to your total monthly taxes wouldbgwilling to allow R10/R20/R30 per

month of the taxes you already pay to be spent on thededtithis would prevent the festival

from getting 25%/50% smaller next year? This means that theuld be less money available for
other government projects.

Now suppose that you would have to pay the extra RTBFRD out of your monthly income.
That means you wouldn’t have the R10/R20/R30 each momsitetad on other things that you
normally buy, like food, transport or entertainment. §idering your monthly expenses, would
you be willing to pay R10/R20/R30 a month if this wibplrevent the festival from getting
25%/50% smaller?

This attempt to use the Bohm interval in the KKNKidBshoorn study (Snowball and
Antrobus 2003) was, however, unsuccessful and wagped after version 1 (45
interviews) of the questionnaire. The intention wasask both liable and non-liable WTP
questions in order to control for free rider biAs. reported, a version of this question
worked relatively well in the 2001 Grahamstown stuldut was much simpler in that,

crucially, it did not include in the non-liable taxiestion, “This means that there will be
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less money for other government projects”, whicts waggested by a reviewer to make
the scenario more realistic. However, the resuls wlaaos and what appeared to be an
abundance of irrational answers. However, on closesideration, this reminder, along
with previous scenario information mentioning hiealhd education, creates some doubt
as to how the question was interpreted. If yoursebold is benefiting directly from
government projects like state education, healtle,cehild support grants and so on, a
vote for more money to the festival, even if yodrdi have to pay it yourself, could be
interpreted to result in a fall in already receiveghsfer payments, in which case, the

guestion is liable and not non-liable.

Even if one does not benefit from such transfempeayts directly, it is debatable whether
respondents would feel morally able to move fumdsffundamental areas like health, to
an arts festival. This is reflected in the factttt@me respondents asked which areas of
government activity would receive the cuts (mit@pending or education?). This again
raises the interesting and difficult question ofligb versus willingness to pay, so
important in developing countries. Respondentgjqaarly in poorer mixed or African-
origin populations, may benefit from festival extalities and want to indicate a positive
value, but income constraints, taken seriously,ld/dictate a zero WTP, which could be
interpreted as no externalities provided. Vaguey-lnble questions (as in the 2001

Grahamstown study) may provide an answer, butalslh be prone to free riders.

An update study of the Bohm interval, using a labany experiment conducted on a
sample of 60 university students was conductedyusiprivate good (additional tutorials)
as the example (Kumalo 2003). In this split santgée, one group of students were asked
their WTP, “knowing that you would not actually leato pay or that you would pay only
some percentage of the amount you have statedéwd second group were told that
they “would actually have to pay the full amourdttiyou have stated”. While group one
(non or partially liable) provided a mean WTP figuslightly higher than group two

(fully liable), there was no significant differenbetween the two.
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Although there have been few studies that have tisedBohm interval as such, his
experimental work gave rise to two distinct stream$ypothetical bias research. One
stream consists of a growing literature compariegl with hypothetical values in an
attempt to find some general rule of calibratiom, ather words, the ratio of mean
hypothetical to mean actual WTP (List and Galled2(242). Studies range in size and
type from tiny samples conducted in laboratory ¢oonks (Botelho and Pinto 2002) to
larger mail surveys (Nestor 1998) and face-to-faterviews (List and Shogren 1998).
As previously mentioned, most of the methodologiwafrk on WTP studies has been
conducted in the field of environmental economind & is thus to case studies in this
area that reference will mostly be made.

A study in cultural economics comparing real angdtletical bids was conducted by
Willis (1998) who asked visitors to an historicékes Warkworth Castle, who seemed to
have decided not to enter the site when they desealvthe ticket price, what their WTP
for a ticket would be. The tickets were then oftete respondents at their stated WTP.
Willis (1998) argued that the use of a private gdodtest the validity of the WTP

method, usually used for public or mixed goodgustified because, if the WTP method
cannot closely approximate the real value of pavgbods (which are often easier to
define and better known) then it is unlikely thaé tmethod will be more accurate for

public goods.

Willis (1998) found that, of the 43 respondents wtansidered themselves potential
visitors, only 17 accepted the tickets to the aitéheir stated WTP price. Responses to
questions about why respondents would not acceptitkets at their nominated price
were not clear. This seems to suggest that, “at@atisl proportion of CVM [contingent
valuation method] values are neither very robust reliable and are subject to
considerable ambivalence” (Willis 1998:616).

List and Shogren (1998) conducted first a hypotlaétand then a real within-sample

WTP study at a collectable baseball card auctiesp@ndents were first asked to bid
hypothetically for a card or a group of cards dmel $ealed bids placed in a voting-style
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box without the interviewer seeing the amount. Tiveye then asked to bid in reality for
the cards, the highest bidder to be notified bgplebne and, on sending the money,
receiving the cards. The results showed a ratibypbthetical-to-actual overbidding of
between 2.2 to 3.5, suggesting that the NOAA preddslivide by two” rule might be
justified (List and Shogren 1998:203). Howevegtlalso found that hypothetical bias
was highly context specific (so that adding or satting substitute cards from the set
being bid on changed calibration significantly) ahdt overstatement was significantly
higher for non-dealer respondents who were lesslifamvith the good and its usual

market price.

Nestor (1998) argues that there are great advaniageombining hypothetical or stated
preference data with real market or revealed peefss data, such as reducing
multicollinearity between site or good charact@&sstand extending the data analysis
beyond the range available using one sort of study. Using a study on waste disposal
options, where some households were already pagmgptional tariff for sorted

recycling, while others did not yet have the opterailable to them, she showed that,
although hypothetical bias was present, it wasohatvery high magnitude. While results
were “mixed”, she did not find, in contrast to Led Shogren (1998), that experience
with the “good” being valued (in other words, maméormation) had any effect on WTP

amounts or hypothetical bias.

Whitehead et al. (2000) conducted a similar angJysombining revealed preferences
from travel cost methods with stated preferenca @&t quality improvements in outdoor
recreational facilities. They also found that bgluding stated preference techniques,
they are able to comment not only on the valueughgyuality improvements to current
users, but also to potential users. Botelho andoP{R002) conducted a laboratory
experiment comparing real and hypothetical WTP tfe provision of an information
leaflet on the otter. While hypothetical respong&se higher than real responses in a
split-sample survey, the hypothetical data could Umed to predict, given the
demographic characteristics of the respondent, tvley would have responded if they
had been placed in the real treatment” (BotelhoRintb 2002:995). They thus conclude
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that, while hypothetical bias is present, the viadues of the hypothetical survey still
convey useful information, especially if they candalibrated to real data.

There is thus growing evidence that, although Hygital bias undoubtedly exists, the
data from such surveys can still be used to infdeuisions. However, the search for a
general calibration ratio does not appear promisingarious reasons. Firstly, it is only
really possible to conduct such tests where ameaket situation for the good exists —
mostly limited to private goods (Lusk 2003). Carghf97) argues that, for some classes
of goods, in particular, public goods to be prodiday voluntary contributions and
private goods to be purchased, it is impossibldegign a survey in which the dominant
incentive strategy will be to tell the truth becau&he survey response must provide the
possibility of strictly altering the respondent’Boice set without strictly expanding or
contracting it ...” On the other hand, WTP surveyspablic goods provided through the
use of coercive payment mechanisms and quasi-pgumds appear to equal or
underestimate real market valuations. “Thus, a lsingrivate good, rather than
representing the “best” case for a successful @prasents one of the worst cases”
(Carson 1997:1503)

The second problem with calibration experimentshet they appear to be good and
context specific. A meta-analysis of 29 real andpdilietical WTP calibration
experiments, covering a wide range of goods, metlogies and elicitation techniques,
comes to this conclusion, as well as arguing thageneral, calibration is relatively small
1.26 to 1.30 (List and Gallet 2001). The study disds evidence, as in the baseball card
example, that the more subjects know about the ,gomdhlly a private good, the smaller
will be the hypothetical bias. Research in thisaaseems to be moving toward the NOAA
panel’s conclusion that “No automatic or mechanazdibration of responses seems to be
possible” (NOAA 1993:25).

The other proposed way of controlling for the hypical bias is through questionnaire

design. Research in this area has mostly focusedhen“cheap talk” design first
suggested by Cummings and Taylor (1999). They éxgated with questionnaire
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design that explicitly made respondents aware pbthetical bias before asking them the
WTP questions.

“The cheap talk script makes three general points: it desc¢hibds/pothetical bias phenomena,; it
discuses possible explanations for this phenomena; aagliésts that subjects vote in the
upcoming hypothetical referendum as if it were a real refereah@ummings and Taylor
1999:651).

While the cheap talk design produced results fqroliyetical surveys that were statistically
indistinguishable from surveys that required some& payment, the authors admitted that
the method had some problems. The most importattigm is that the length of the cheap
talk explanation is unrealistic for use in mostveys and particularly in telephone surveys.
Tests using much shorter versions of the formaewsrsuccessful (Cummings and Taylor
1999:656).

However, Aadland and Caplan (2003) conducted a h@@3ehold WTP study of curbside
recycling using a cheap talk questionnaire desiggmifscantly shorter than that of

Cummings and Taylor (1999), but conveying simif#ormation. They find that the design
significantly reduces WTP amounts and, by compavifi® amounts with real market data,

are able to conclude that it reduces hypothetiize. b

A WTP mail survey was conducted for genetically ified “golden rice” by Lusk (2003)
using a longer cheap talk script for half the sanmple found that the cheap talk design did
significantly reduce WTP bids, but that it was mefective amongst respondents who were
inexperienced and had no knowledge of the subggtdtically modified foods) prior to the
survey. For those with prior knowledge, the cheak tlesign reduced WTP, but not by a

statistically significant amount.

A study conducted by List (2001) using a cheap tadlsign in a split-sample field
experiment at a collectable sports card auctiomdoery similar results. While List found
that the cheap talk design significantly reducegdtlyetical bias amongst inexperienced
bidders, it had no effect on traders and experigrmdders. He comments that this result

represents a challenge for future CV research dasigliminating hypothetical bias for all
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subject types, but that recognizing the importamicthe link between “reliability of stated
values and the experience with the good” is an mapb step forward (List 2001:1504-5).

Related to this is an innovative paper by ChampRistop (2001) who suggest, using both
stated and revealed preference data from two latgdies on the purchase of wind-

generated electricity. They found that, by askiegpondents how certain they were that
their WTP responses reflected their true valuegrevii was very uncertain and 10 was very
certain, they could identify those respondentslyike be overbidding in the hypothetical

market. Simply by recoding “yes” WTP responses fr@spondents who rated themselves
less than 8 on the certainty scale to “no”, theynfib that WTP results replicated those of

real market data for the same good and statistisajhificant hypothetical bias vanished.

Despite the different directions that research ihtgpothetical bias in contingent

valuation studies have taken, it does seem posgibtraw some general conclusions.
Firstly, the better informed respondents are, errttore familiar they are with the good,
perhaps also reflected by their certainty thatrtéTP bids reflect their true preferences,
the less likely it appears that they will be praoeverstating WTP. Secondly, it appears
that the Diamond and Hausman (1994) claim thabration could lie anywhere between
1 and 10 is overly pessimistic and that Bohm’s inafidea, that hypothetical bias in

properly designed surveys is not likely to be lagiands. The crucial issue in controlling
for hypothetical bias, therefore, appears to be itifermation that is provided to

respondents (along with their personal previousagpce of the good where applicable)
and the way in which the questionnaire is designdgbth these issues are further

discussed in part two of this chapter.

3.2  The embedding effect and the “warm glow” hypothsis

One of the major ways in which hypothetical biaslésected in WTP surveys of goods
without direct market parallels is in inconsistenafythe results with what economic

theory predicts. Foremost amongst these is thegitsaty of willingness to pay bids to
the scope or amount of the good being valued.
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“Usually, though not always, it is reasonable to suppcaatentiore of something regarded as a
good is better so long as an individual is not satiateis. i$lin general translated into a
willingness to pay somewhat more for more of a good ..o Afanarginal or incremental
willingness to pay for additional amounts does decliné thie amount already available, it is
usually not reasonable to assume that it declines very abr(lg@AA 1993:6).

Initially, a number of WTP studies were cited asndastrating such insensitivity to
scope. For example, Kahneman (1986 cited in NOAB314) found that WTP for the
cleanup of all the fishing lakes in Ontario was l§oslightly more” than the WTP to
clean the lakes in one region. A similar case ig tlow infamous “birds” study
(Desvousges et al. 1993), which showed that the WéTjireserve 2000, 20 000, or 200
000 birds was the same. Diamond’s later (1996)yaislin fact argues that, given certain
Neoclassical assumptions about the utility functigiTP to save 100 000 birds, for
example, must be at least 100 bigger than the VWTéave 1000 birds in order for the

study to pass the scope test.

In addition to the scope insensitivity problem, stimes referred to as the embedding
effect, CV studies appear prone to two other rdlgt®blems. The first is the ordering or

sequencing effect that occurs when either the atmmuvariety of the good being valued

is varied in different orders (Hanemann 1994). désviound in a number of studies that
guestion ordering is extremely important to theueaplaced on the good being asked
about, the first good on the list usually receivittge higher value (Diamond and

Hausman 1994).

The second associated problem is that of indivigahlation and summation (IVS) or the
sub-additivity effect. In this case, the WTP foranposite good is less than the WTP for
its parts valued separately (Hanemann 1994). Tig&dkbblem is outlined in Hoehn and
Randall (1989:550), where they show that “converatiobenefit cost outcomes are
systematically biased” because valuing individualrrtg of a composite good (for
example, one endangered species amongst manynhdb&ske into account “the crucial
elements of scarce productivity and the substigtihat it imposes”. The simple addition
of the stated values for individual goods (like amglered species) will thus overestimate

the real value that respondents place on endangpesies as a whole.
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One of the methods that the NOAA panel (1993) psepoto reduce implausibly large
responses was to remind respondents of budgetraonst or of the goods they could have
bought with the money they claim to want to paywadl as available substitutes. However,
Kahneman et al. (1999) and Lusk (2003) point ouwdt teeveral studies reminding
respondents of budget constraints and substitatkesifto reduce WTP amounts or improve
sensitivity to scope. Loomis et al. (1994) condddesplit-sample mail survey on WTP for
reduced fire hazards in Oregon forests. Half ofgample was given explicit reminders of
other substitute resources and their budget canttravhile the other half were not. They
find that there is no statistical difference betwéee results obtained and than mean WTP
was the same, regardless of the reminders.

The explanation for scope insensitivity and relgtednomenon put forward by critics of
the WTP method, like Diamond and Hausman (1994)kattheman and Knetsch (1992)
was that respondents were not really valuing thedga an economically rational way,
but were merely expressing a positive attitudeh® good in question, or “purchasing
moral satisfaction” from giving to some worthy caudhis “warm glow” hypothesis

argues that, since individuals are only showingsupfor some composite good (like the
arts or the environment), there is no reason t@as® that their WTP would vary much
with the amount of the specific good in questiohe NOAA report (1993:8) notes that,

if warm glow does occur, the WTP results “shouldl im@ taken as reliable estimates”.

Although some of Diamond'’s earlier work is regar@sdbiased, since he was one of the
economists funded by the Exxon Company, his theoregarding the warm glow
hypothesis are persuasive. In particular, he arglugs if the process of, for example,
giving money to save 1000 birds, provides utilityaddition to the actual birds saved (the
good), then the WTP estimate is, at least in gapturing some moral satisfaction or
warm glow. In other words, 1000 birds are not d@qmtrsubstitute for 1000 birdsaved
This could lead to a situation in which the goveemtcould, for example, propose the
development of a wilderness area, where no devedapm really intended, and increase
welfare by announcing that the results of a WTHEsto block the development had been

successful. “In other words, if we are not willing restrict analysis to preferences
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defined over the state of the environment, rathan talso including the process resulting
in that state, then we need a new welfare economicfiamond 1996:346).

Interestingly, this ties in well with the work o8 (1985) who argues that Neoclassical
utility theory and welfare economics are flawedhat they do not take into account the
process by which the final outcome is reached arsicler the role of the choice set
available to the individual who made the choicen Seuld undoubtedly agree with

Diamond that we need a new welfare economics, b@®ein’s case it would be a theory
that included utility derived from the process {(takinto account the limitations of the

other available choices) rather then excludingdarson et al. (2001:177) agree with this
view, stating that, “It is utility, whatever its gice, that matters to total value” and that
the motivations behind increases in utility areelevant as far as economic theory is

concerned.

Some of the most interesting theoretical work on @28 been done by Kahneman et al.
(1999). They argue that attitudes are much morsetjolinked to WTP bids than the
economic concept of preferences and that this peaggeblem because attitudes violate
many of the assumptions of rational choice theémeferences are assumed to exist
already and imply a choice of one good over anothat can be linked to a budget
constraint and quantified. However, attitudes dbimply choice and are thus not easily
fitted into choice theory. For example, preferrivagpipes to opera implies a choice of
one over the other. Having a positive attitude a&g@pes does not imply a negative
attitude towards opera. Diamond and Hausman (1998@mment that, “Our conclusion
is that people do indeed care about preservingewikks areas, but we infer that standard
CV questionnaires do not generate a descriptionpreferences but, rather, elicit
responses that generally express concern abowtrpigg wilderness”. That is they argue
that CV responses capture attitudes (“general gafceot preferences.

In several experiments, Kahneman et al. (1999) firad attitudes, expressed on rating

scales, are highly correlated to valuations exgekss dollar terms. For example, ratings
on numerical scales were elicited in the case pfagposed intervention to protect the
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peregrine falcon being threatened by pollution. 8deas used were WTP, degree of
political support for the proposed interventionrgemal satisfaction from contributing to
the scheme and rating of the importance of thelpmlas a public issue. All the rating

systems showed a high degree of correlation (Kalanezhal. 1999).

One of the expected results of the theories of Katan et al. (1999:211) is that WTP
studies will inevitably be insensitive to the siae amount of the good being valued
because respondents will be using “judgment byagtype” to make decisions and to
express an attitude, rather than focusing on tlexip situation described. Using a
number of examples and with reference to well-kn@sychological theories, they show
that “judging by prototype” is inevitably prone textension neglect”, that is, unless
respondents are specifically drawn to issues @& giznumber, they will have little or no
effect on the valuation of the good. For examptethe Desvousges et al. birds study,
Kahneman et al. (1999:212-3) suggest that the scelmangs to mind a mental image of
“an exhausted bird, its feathers soaked in blatkuaable to escape” and that this image
is likely to dominate expressions of the respondeaititude to the problem, including
their willingness to pay for a solution, which wilbt be much affected by tmeimberof
birds saved. They apply a similar theory to thed“ag test” (or IVS).

The issue of scope sensitivity is a vital one, asitite NOAA report (1993:5) sets this
measure of internal consistency or rationality asimmum requirement of proof that the
WTP responses “corresponded to some reality”. A& st falls into the panel’s “burden
of proof” subset, “... if a CV survey suffered fromyaof the following maladies, we
would judge its finding unreliable” (NOAA 1993). Maver, the NOAA panel, after the
initial report was published, noted that the “adequresponsiveness” mentioned in the
report did not necessarily mean a statisticallyi§icant responsiveness to scope, which
may depend crucially on the context and was ultyad “judgment call” (Arrow et al.
1994, reported in Smith and Osborne1996:288).

While critics of the method argue that WTP studwai never be able to produce
responses consistent with the economic theorytimiva choice, however responsiveness
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to scope is measured, this is hotly contested bymaber of other commentators, whose
main argument is usually that it is the survey giesind/or methodology that is at fault.
Hanemann (1994) is the foremost of such defenderserms of the case studies often
cited in the case for scope insensitivity, he asgihat the Kahneman (1986) lakes study
actually found a 50% difference in WTP for lakeatlap in one region as opposed to all
of Ontario and that the survey itself was not wetl, consisting of only a brief telephone
interview using an open ended WTP question (199the case of the “birds” study, he
argues that the resultgere consistent with what economic theory would predigten
that changes in bird population were describedespaondents as “much less than 1
percent” (2000), “less than 1 percent” (20 000) &amflout 2 percent” (200 000).
Presented in this manner, it would have been singrif such tiny percentage changes in
bird population size had elicited much differenceWTP. However, when this was
pointed out to William Desvousges at the Exxon eogrice, he countered that focus
group studies had shown that respondents undergheoguestions and that respondents
were not faced with more than one scenario, sothigatelative change in bird population
size between scenarios may not have been sigrifibesvousges (discussion session) in
Hausman (1993:161):

“Now, what we were trying to do in the focus groups- kisemind that we're not asking the same
respondent 2000 versus 20 000 versus 200 000 — i lthiat that is a difference here. What we
did was to take the three versions and give a respondertfdhose three versions”.

Hanemann (1994) also argues that if one takesaotount that birds or lakes may be
regarded as substitutes for each other and thatgsav cleaning them has a declining
marginal utility, one would not expect WTP to inase proportionately with an increase
in the good. Randall, Hoehn and Tolley (1981) aghe¢ sequencing can be understood
in terms of economic theory, that is, as the lisigpesses, budget constraints become
increasingly limiting, as well as substitution effe setting in (Dupont 2003).

In a follow up study by Schkade and Payne (1992dcin Carson and Mitchell 1993),
using the Desvousges et al. survey instrumentoremts were asked to “think aloud”
as they made their WTP decision. While the stugheated that respondents thought of a

strikingly large number of irrelevant factors, iodiing the difficulty of the task (as
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Diamond and Hausman (1994) point out), it alsoddroespondents to concentrate more
and results showed a 100% difference in median W6 Preserve 2000 and 200 000
birds (Carson and Mitchell 1993).

Carson (1997:1505) supports this view, arguing ‘thiaécific, avoidable survey problems
can mimic the impression of insensitivity to scope&it that these are mostly associated
with studies using mall intercepts and short tetgghinterviews and which have vague
descriptions of the good, the provision and/or plagment mechanism. “If there is a
central problem with contingent valuation it is tthpeople will try to answer whatever
question is put to them. The quality of the respors crucially dependent on the
information provided to and perceived by the resjgmt, and the seriousness with which

the respondent takes the survey interview” (Mitthat Carson 1993: 1266-7).

A growing number of WTP studies conducted in acanog with the NOAA panel
guidelines are showing sensitivity to scope. Furtiesearch into the theoretical reasons
behind those studies showing scope insensitivitglse advancing. Carson et al (1996)
conducted a study looking a four large-sample emwvirental quality willingness to pay
studies, including the original Exxon study, donel$91, and a follow up study in 1993,
all of which conformed to the NOAA panel’s guideds All studies showed sensitivity to
scope, with studies valuing more inclusive pubbods producing higher WTP estimates
than those valuing “smaller” goods. In a later eewi(2001) Carson et al. reinforce their
claim that the vast majority of modern CV studiessthow sensitivity to scope, and that
those that don’t generally did not follow NOAA gelthes on questionnaire design and

survey administration.

Using a meta-analysis of five studies conductedtlo WTP for improvements in
visibility (air quality) at national parks, Smitma@ Osborne (1996:290) test for scope
sensitivity and the context-specific a priori exjagions dictated by economic theory.
They find that, “Regardless of the sample compasitr model specification, there is a
statistically significant, positive relationship thxeen willingness to pay and
proportionate improvement in the visibility rang€l996:295). They also found that
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when differences between studies in the econommuadity being valued are included,
for example, the base visibility conditions, thecamt of time the changes in visibility

were to occur for etc, the differences in WTP risswiere economically plausible.

On a more theoretical level, Bateman et al. (208d9w that scope sensitivity is
significantly affected by whether the “visible cheiset” is revealed to respondents
before they are asked to bid or not and that thther than the warm glow hypothesis,
can account for the variation in scope sensitivityWTP studies. When testing for scope
within a single interview, the amount of the gosdvaried (quantitative nesting) or the
type of quality of the good are changed (qualiathesting) and respondents are asked
their WTP for each scenario. In an experiment dalil fstudy, Bateman et al (2004)
found that, where respondents were told in advavitat all the possible choices were,
the studies were far more sensitive to scope. Eurtbre, in the studies with visible
choice sets, the order in which the good was vabettom-up or top-down, was not a
significant factor — in contrast to many studiegamring the so-called sequencing effect,

where the order of questions make a vast differémtiee WTP bid.

Bateman et al. (2004:89) offer some suggestiontoaghy removing the element of
surprise should have such a dramatic effect onessepsitivity. Firstly, they point out
that they are not claiming to have solved the isstistrategic bidding, but that by
revealing all options before a vote, they have Kslchtegy space constant” and achieved
internal consistency in that responses are seasitivscope and do not vary with list
direction. This result is as predicted by choioeotty, “different strategy spaces result in
different valuations”. A second suggestion is tlegiorted sensitivity to list direction is as
a result of the gains/losses asymmetry (also rateteathe difference between WTP and
willingness to accept), which postulates that garesworth less than losses because of
loss aversion, also known as the “endowment effe€ifially, they suggest that the
element of surprise can produce negative reactiorsspondents, resulting in a lowering

of stated values.
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Related to this, Dupont (2003) found strong evi@etinat sequencing effects depend very
much on how familiar respondents were with the gmoguestion. In a WTP study used
to value improvements to swimming, fishing and eational boating in Hamilton
Harbour in Ontario, she found that WTP bids forgpas users and potentially active
users were significantly affected by question aragrwhile those for current users were
not. She concludes that, “If respondents are natilf& with the environmental
good/activity (passive users) or are uncertairodbe enjoyment they will obtain from it
(potentially active users) then they may be morkjesul to order effects than active
users” (Dupont 2003:336).

Sensitivity to scope will continue to be the acas$ttof internal consistency in WTP
studies. Kahneman et al. (1999:217) conclude tHasensitivity to scope is the

inevitable result of general rules that govern hanualgment. It is naive to expect broad
psychological laws to be overcome by minor methogickl adjustments”. However, the
general consensus seems to be that insensitiviscape is as a result of poor survey
design, rather than proof that contingent valuattealf does not conform to economic

theory.

3.3 Disparities between willingness to pay and wifigness to accept

Another important way in which contingent valuatignrveys violate the standard
assumptions of economic theory is in the largeedgfiice in the outcome of survey
depending on whether respondents are asked thelt ¥Wavoid a decline in some good
or service or if they are asked their willingnessatcept (WTA) compensation for the
same proposed decline. The Expected Utility Hypsity put forward by Willig in 1976

and extended by Randall and Stoll in 1980, implet, when income effects are small
(which most studies suggest they are), then difiege between WTP and WTA
measures will be small (Inder and O’Brien 2003; éfaann 1991; Boyce and Brown
1992:1367).
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In other words, the theory suggests that, when g@od sold in a competitive market with
no transactions costs, they take on the propesti@soney. In this case, not only can WTP
be shown to be equal to WTA, but these can alsshosvn to approximate the average
market price of the good, with straight line indifnce curves resulting (Shogren et al.
1994). However, as several authors have noted @ayd Brown 1992; Morrison 1997,

Hanemann 1991; Shogren et al. 1994) this has rtedrto be the case - WTA usually

exceeds WTP by a factor of anything from two toded sometimes more than this.

Given that income effects have usually been shamoet small, two distinct theories have
emerged as possible explanations for the WTP-WTgpatity, namely the substitution
effect first put forward by Hanemann (1991) and ltses aversion or so-called endowment
effect, proposed by Kahneman et al. (1990). Théoviohg section reviews these two
theories and their possible combination (Morris@97a and 1997b) as well as some other
later suggestions.

Hanemann (1991) argues that the implications ofRhedall and Stoll model have been
misunderstood. He points out that, for changeshm quantity of a good, there is no
presumption that WTP must equal WTA especialhjhd good has no close substitutes. He
develops a model showing that, if income effects held constant, WTP and WTA
measures will become increasingly divergent astivaber of substitute goods is reduced.
“In the limit, WTP could equal the individual's et (finite) income, while WTA could be
infinite” (1991:625-6). Shogren et al. (1994) use example of the trade-off between health
and wealth to illustrate this, showing that, with perfect substitutes, indifference curves
will take the usual shape convex to the origin.sTdigument is supported by Amiran and
Hagen (2003) who show that, if utility is asymptatly bounded, full compensation for the
loss of a public good, which has no perfect or €lsgbstitutes, may be impossible because
the extra income from compensation (WTA) cannotpase an equivalent good. It is thus
possible for WTA to be infinite without violating ng fundamental neoclassical

assumptions.
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Adamowicz et al. (1993) used two experiments to fimsthe presence of the substitution

effect in WTP-WTA disparity. The first experimerbtained WTP and WTA responses for

a movie ticket, where the film was also availabtevadeo. The second regarded tickets to a
live hockey game that would also be shown on T\ $ample was split in each case, one
half being informed of the substitutes (the vided @V coverage) the other, not. While the

movie/video experiment (using open-ended questisingjved no sensitivity to the presence
of substitutes, the hockey experiment (using ckrsged questions) did. “Using the mean

value welfare measure, the difference between tfi@&\ahd WTA was $13.40 (40 percent)

smaller for the substitute sub-sample than fomihksubstitute subsample” (1993:425). The
authors conclude that the availability of subséitudoes have a significant effect on the
difference between WTP and WTA.

Brown (1994) however, disputes the findings of Adantz et al. (1993). He points out
that, while both WTP and WTA declined in absolwtents when substitutes were offered
(as one would expect), the ratio of WTP to WTA dat change much at all, the WTA/WTP
ratio being about 1.86 with or without the subsétu

The other main argument put forward to explain WiyP and WTA can differ so much is
a form of loss aversion or the “endowment effetit’a number of experiments, Kahneman
et al. (1990) found that initial ownership, or emtioent, affected significantly what subjects
would be WTA to part with the good. For examplepire of the experiments, one group of
subjects were given redeemable tokens to tradewh#énother were given consumer goods
(coffee mugs or chocolate bars) and told thathdéfytcould arrive at a mutually agreeable
price, they could trade. The expected volume afer@/*) was about 50% in both markets,
in other words, with randomly assigned goods oetak about half the goods would change
hands. However, in the token market, where tokasrio value, other than that imputed by
the researcher, the ratio of actual trade (V) tpeeied trade was 0.91, while in the
consumption good market, V/V* was only 0.31. Thadtprn persisted even when a number
of iterations of the market simulation were runhatihe same subjects. All eight experiments
produced robust results, implying that “the obsdruadertrading of consumption goods
may be largely due to a reluctance to part withtlements” (Kahneman et al. 1990:1339).
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This result also contradicts the Coase theoremgclwilargues that, where there are no
transactions costs, the allocation of resourcesngstidargaining individuals should not be
affected by initial property rights or endowmentslowever, if the marginal rate of
substitution between one good and another is affiebyy endowment, then the individual
who is assigned the property right will be moreelik to retain it” (Kahneman et al.
1990:1340). Kahneman et al. (1990) conclude thatniarket asymmetry observed in the
WTP-WTA disparity is thus not likely to be some d#if cognitive mistake that will
disappear with the use of a different survey metbodepeat iterations, but that theorists
need to accept that utility depends strongly orntiatapoint. In a later study Thampapillia
(2000:510) illustrates that “the shape of an irdlinl’'s underlying utility function, and

hence the indifference curves, changes when awmidhdil’'s endowment changes”.

In stark contrast to this Shogren et al. (1994)aarumber of Kahneman-like tests (coffee
mugs and chocolate) and discovered no significdgfdrdnce in WTP and WTA after the

first iteration. In other words, for private goodadth no transactions costs, they found that
respondents do learn what reasonable values te plagyoods as they gain more market
experience and that this equalizes WTP and WTA. é@n, when the same set of tests
were conducted for a good for which there are felasstutes (health in the form of reduced
risk of food contamination), they found that WTAalkvays greater than WTP and conclude

that Hanemann’s (1991) argument is correct.

One of the major differences between the Shogreal.e{1994) experiments and the
Kahneman et al. (1990) tests however, is that Katameet al. used a Becker-DeGroot-
Marschak auction, while Shogren et al. used a \fickeiction. Shogren et al. (1997) argue
that the Vickery auction is far more realistic aliick a real market, thus encouraging
market-like learning, while the Kahneman et al. meblogy does not. “Is the endowment
effect a fundamental part of choice or simply atifast of a weak exchange environment?
The weaker the exchange institution, the weakerstiwalization of rational behavior and

the stronger the potential hold of asocial anorsadfechoice” (Shogren et al. 1997:243).
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The idea that market discipline encourages learisngupported by a later study by List
(2003) using information from two field studies —tradable sports cards auction and a
collectable pin auction. Using a method similathat of Kahneman et al. (1990), List finds
that, while a significant endowment effect doeseappn pooled data (indicated by the low
percentage of respondents who were willing to tthde “endowed” good for an alternative
good of similar value), the picture changes dracadlii when the sample is divided up
according to trading experience. In this case, ggsibnal traders and experienced non-

traders show no endowment effects, while inexpegdrraders show a huge effect.

Morrison (1997a and 1997b), however, points out tha possibility that both the income
and substitution effects are present, and theisiplesjoint effect on differences between the
two contingent valuation methods (WTP and WTA), hasyet been adequately addressed.
On conducting an experiment (chocolate) first alfmyvboth endowment and substitution
effects to vary and then controlling for substibatieffects, Morrison (1997a) finds first no
significant difference between WTP and WTA and then the latter experiment, a
significant difference. She thus argues that theg&m et al. (1994) results, that no

endowment effect exists, is unjustified.

In addition to these two main streams of thoughtfe@ commentators have also
suggested more psychological theories as to why WAPWTA often differ so much.
Boyce and Brown (1992:13667) suggested that “isitinvalues may be important in
valuing a complex good such as the environmentti{er arts). “If an environmental
commodity has intrinsic value, we argue that kinl@dinflected indifference curves
between the commodity and other money expenditxggslt when intrinsic values are
included in WTA measures of value but (at leastialy) excluded from WTP measures
of value” (Boyce and Brown 1992:1367). In other dsyrthe moral responsibility of
preserving a species or an art form may be capiaradWTA measure, thus inflating it
beyond WTP.

Inder and O’Brien (2003) suggest that the unpleiggsychological uncertainty caused by
having to make a choice, either as a seller (WTAa buyer (WTP) may cause the wide
range of disparities observed. They argue that é&v&ssion is not adequate to explain
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differences in WTP and WTA because it looks at omie side of the equation — the
seller who is willing to accept compensation fdoss — and does not take into account
the psychological effect of the sale on the buydrp might be unsure about what the
asset is worth to them, the utility it will genexadand what price the buyer will accept.
Band and O’Brien suggest that, to compensate foh suncertainty, sellers (WTA
measure) will tend to overstate their values, whigers (WTP measure) will understate
theirs, resulting in wide and varying disparityyweéen WTP, WTA and market price.

The NOAA Panel (1993:18) recommended that onlyWAEP method should be used,
“because [it] is the conservative choice”. Many coemtators (Cummings in Shogren et
al.1994 and Boyce and Brown 1992 amongst othergeatfat only the WTP method of
contingent valuation studies be used when attempbnvalue a nonmarket good with
possible “moral” values because of the likelihodceliciting infinite WTA even where
WTP is small or zero. “It is difficult to see howdh infinite individual WTA values can
be incorporated into benefit-cost analysis...” (B®yand Brown 1992:1371). While some
commentators, like Mansfield (1999), still arguattkompensating value is the correct
measure of welfare loss, rather than WTP, in practmost studies have stuck to the
WTP recommendation.

3.4  The mixed good bias

The arts, as a mixed good, have both private abtigpgood characteristics. Some parts
of the arts, like concerts and exhibitions are wdable and have private good
characteristics in that those who do not pay arraenoe fee are prevented from
consuming the good. However, the arts also havéggbod characteristics, such as the
externalities which they generate - usually notledkable and in most cases, non-rival.
The following section discusses the difficulty oépsrating the pure non-market

externalities from the market or financial benefitea mixed good in WTP studies.
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Attenders versus non-attenders

Throsby (1984) suggests that there should be sepdesnand functions for the public
and private components of the good and that thig meaeal an incentive for the
misrepresentation of demand preferences. He is ostggp by Morrison and West
(1986:69) who point out that “horizontal inequitidifferences in benefit between people
of similar income levels) may make the idea thas ithe wealthy, well educated people
that benefit most from arts subsidies too simulistihe theatre attender [as opposed to
the non-attender of similar income] will enjoy thenefits of subsidy to the direct use of
theatres as well as the external benefits”.

This idea was later articulated as the distinchietween total value and passive use value
that Carson et al. (1999) make. They point out Wat consists of two parts, passive
use value (externalities that accrue to users amdusers) and direct use value (that
accrues only to users). The main point of Throslp¥384) argument is that those people
who attend the live performing arts will thus havdlogical) reason to overstate their
WTP for the service, even where conventional friderrbehavior is absent. Consider an
economy which has a mixed good (x) with two usArand B. User A demands only the
public parts of the good (non-attender) and usdeBands the private good component
(attender). Looked at simply, if there were arréase in subsidy to good x, B would
gain more from the decline in price than A (sincésEn attender), even though the tax
shares of A and B would be equal. There is, theeefan incentive for B to overstate
WTP, since an increase in subsidy would benefit@arthan A, while the costs would
be shared equally (Throsby 1984:280 - 282).

“The essence of this analysis is that an incentive for overgtateof preferences exists if the
individual's gain from the increase in his or her consuompénabled by subsidisation of the
private [part of the mixed] good exceeds his or her pezdeshare of the tax necessary to
finance this increase in output” (Throsby 1984:282).

In applying this theory to their study on the lewdl public finance for the arts in
Australia, Throsby and Withers (1986) found a sgraorrelation between users (i.e.

attenders) and higher WTP; “A downward adjustmdnalmout 40% in average stated

140



WTP is required to eliminate this source of bia@hce this had been done, the results of
the study could be used to provide information lo@ determinants of demand for the

public part of the good, such as income, tasteegtugation (Throsby 1984).

The mixed good bias fits well with the Thompsorakt(2002) suggestion, which states
that, for those who frequently attend the highlgrsgored festival shows, willingness to
pay may represent some sacrifice of consumer ssjrpluan avoidance of travel costs,
rather than purely a valuation of positive extetred. To test this, the National Arts
Festival sample (Snowball and Antrobus 2001) wagldd into three groups: those with
no or very low attendance at ticketed events, thwisle some/medium attendance and
those with frequent attendance. Using the sampliehmxcluded biased responders and
the liable WTP response, it can be seen from tdldlethat, as expected, the higher the
attendance of respondents at ticketed festivaltesydme more likely they were to respond

positively to the WTP question.

Table 4.1: Attendance at ticketed events and willingnessytatathe Grahamstown NAF 2000

Attendance rating Percentage positive WTP (liable, adjustedf bias)
Low/no attendance 56%

Medium attendance 76%

Frequent attendance 100%

Since the NAF study (Snowball and Antrobus 200Bdusnly one dichotomous choice
question with no further bidding, it was not possito discount the WTP figure in any
way. However, it should be noted that, given the lmd (R5) it is quite possible that
some of the medium and frequent attenders woule Heen willing to pay more than
this amount. It should also be pointed out thateheas an expected positive correlation
between income and attendance at ticketed festivahts. Frequent attenders were thus
all from higher income categories, with correspogtii fewer budget constraints — also

reflected in their willingness to pay.
The Oudtshoorn study (Snowball and Antrobus 20@8k ta much broader view of

attendance, including attendance at ticketed shivas,shows and also hours spent at the

craft markets. Partly, this was to acknowledge tittgtndance can include non-market
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activities and partly to diminish the high positieerrelation between attendance at
ticketed events and income. As can be seen inahlke below, the average WTP to

prevent a 25% reduction in the size of the KKNKreases dramatically with attendance.

Table 4.2: Attendance at ticketed shows, free shows amidfienarket at the KKNK 2003

Number of shows + hours at craft market | Average WTP
0-3 R3.33

4-75 R11.60

8-12 R13.80

13 and above R15.22

Mixed good characteristics and earnings

In addition to the consumer surplus of attendeesngan (2003a:13) suggests that what a
WTP study may also be capturing is a willingnespayg for expected economic benefit.
This could be reflected not only in present eargjrigut also in the long-term growth of
the area. “Would not a very real component of thequest” motive of a parent of a 13
year old child be the possibility that that chilolitd possibly maneuver into a position to
be a direct beneficiary of the higher income angbexied job opportunities that the event

would provide?”

Regarding the NAF study (Snowball and Antrobus 20®iis would certainly make

sense of one of the major result anomalies, thathiat 42% of low income area
respondents agreed with the statement that if @s¢ivial did not make enough money to
covers its costs, it should be dropped, yet 73.588blé figure, adjusted for bias) of this

same group professed a positive WTP to suppoffeiieval.

It is postulated that respondents whose most irapbreason for supporting the Festival
was the possibility of employment understood thevabstatement to mean that the
Festival would not result in monetary gain for angp since it was not a profitable
exercise, hence the anomaly. The idea is furthpp@ted by respondents with low

attendance and positive WTP who were asked why werg willing to contribute. As
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can be seen from table 4.3, by far the majoritysiwéh respondents (64%) mentioned

economic benefit and job creation as one of tlegisons for supporting the festival.

Table 4.3: Reasons for WTP — Grahamstown NAF 2000

Unprompted reason for support | Percentage of total respondest with  WTP >0 and low
attendance

Benefit of future generations 32

Community education 24

Tourism 16

Economic benefit/ job creation 64

Community pride 4

Other 40

(Note that responses do not sum to 100% because morentha@ason per respondent was accepted.)

In addition to this, at the end of the intervieWraspondents were asked if there was any
other information that they would like to add. Qiet27 respondents who chose to
comment, 41% mentioned some aspect of the emplayopgortunities provided (or not
sufficiently provided) by the Festival. In all, 3366 the total sample (adjusted for bias)
mentioned the importance of the employment aspécEeastival. 8% of the total
mentioned it twice — once as a reason for posiWié® and once as a comment at the end
of the interview (Snowball 2000).

The Oudtshoorn study (Snowball and Antrobus 20083ults were even more
pronounced. Here, respondents who mentioned maredhe reason for their WTP were
asked which reason was most important. 53% of tha#iang to pay to support the

festival cited job opportunities in general, oritrvn earning from the festival, and the
economic benefit to the town (attracts touriststhasr main reason for support. When
including those respondents who mentioned thessonsa but did not cite them as the

most important one, the figure increased to 79.7%.
It seems highly likely, therefore that, as Sean208a) suggests, the willingness to pay

figure is in some cases capturing not only the mamket positive externalities provided

by the festival, but also some expected marketfiisne
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If one can establish the extent to which the Wk reflects the value of non-market
externalities versus market benefits, the ideaksibon, as suggested by Seaman (2003a),
would be to run both a WTP and accurate econompaahstudy at the same event. One
could then combine the two results, appropriatefigivted, in order to arrive at a true
economic value for the festival. However, simplydiadg WTP and economic impact

figures would, as argued above, result in some lgazdinting.

3.5  Other categorical critiques of the CV method

Sunstein (2002) and Sunstein et al (2001) arguagly that CV, especially in the case
of cultural goods, will produce incoherent valuatidheir point is that WTP will vary
sharply with the category of goods being considetieat is, estimates will be “category
bound”. For example, for cultural amenities beirgnsidered in isolation, it is quite
likely that a significant WTP amount will be elied, but that if other categories were
included, like some aspect of health care, the ilFRhe cultural amenity would drop
sharply. “When people explore particular problemssbplation, they normalize them by
comparing them to a cognitively accessible compariset consisting of cases from the
same basic category. When cases from other cagsgare introduced into the picture,
people’s judgments can be greatly affected, bec#éluseprocess of normalization is
disrupted” (Sunstein 2002:1). Thus, WTP estimataained in isolation, particularly for
cultural goods, which appear fairly low on most ples public goods rankings, are

judged unreliable.

Sunstein (2002) poses two solutions to the probhmth) of which he rejects. Firstly, one
could include as wide a range as possible of gihéfic goods (health care, education,
environment etc) in the WTP questionnaire. Sungtgjects this on the grounds that the
task would be incredibly complex and result in “oitiye overload”. An alternative
would be to include at least some other categobes,this would allow for serious
manipulation, since the categories chosen woulthicdy affect the WTP result. Epstein

(2003:267-8) supports this position, arguing teaen for private goods, if removed from
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a specific context where price comparison with Emiarticles is possible, WTP
responses are likely to be “haphazard and of Ismgdiability”.

A second problem, raised by Sunstein et al. (2@0that of the validity of assuming that
WTP responses are a monetary expression of utilike Kahneman et al. (1999), they
argue that even when people can produce “coheneht@nsistent moral intuitions”, they
are not easily translated into numbers. They cendide example of a jury deciding on
the penalty (number of years in jail) for a par@écucrime, which when considered in
isolation, appears just, but when considered aleriy penalties for other crimes, is not
coherent. Sunstein (2002) concludes that, whilentagket mechanism is not suitable for
making judgments about the provision of culturabd® WTP surveys are not a solution

either, particularly when one considers income tairgs.

Recalling somewhat the endowment theory discusbedea Epstein (2003) argues that,
even for private goods, value is not well definednsisting of a market value and (an
often divergent) subjective value. He argues tkagn if subjective value is ignored,
market values, for example, quotes from variousdeus for adding to a house, can vary
quite a lot and if market values for private goad® unreliable, how much more
unreliable will be stated preferences for publiod®in hypothetical markets?

Epstein (2003) also points out that there are abmunof biases introduced into WTP
studies by, for example, assuming that non-usexstesmce values are always positive
and that the lower bound of the WTP response is.Z€here may be cases where
existence value may in fact be negative. A secanut fis that existence value can apply
to many goods some of which may exclude others. &k whether people attach
existence value to redwood trees does not tipdhkes in favor of their preservation. It is
necessary to pose a second question: do they tbsth eexistence value to redwood

furniture. But one cannot have both” (Epstein 2Q@3).

Even the most ardent supporters of CV studies dograze their limitations. Carson et
al. (2001), while concluding that many of the peyhE of CV can be overcome, mention
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two areas in which the method is limited. FirsilyTP studies are limited by wealth. In
developed countries, this is less of a problem, ibuthe developing world, where
government policies are often designed specifidallgrovide public goods to the poorer
parts of the population, this can be a significaabdicap. However, ways in which to
overcome or at least take into account this proldesndiscussed in part 2 of this chapter.
The second limitation is that, like all real or loyfpetical markets, only the preferences of
the current generation, and perhaps those imputetufure generations are taken into
account, leaving the true preferences of futurepfgeaunknown and essentially

unknowable.

Throsby (2003) also identifies areas where WTP wit capture the full value of the
good, particularly if the good is cultural. For exae, if the respondent does not
personally value the good, but recognizes thatevahay accrue to others, either as
individuals or society as a whole and is thus wglito pay for it. Throsby (2003:279)
argues that such societal values are particulalgvant to cultural goods because of their

nature:

Culture can be defined as the set of beliefs, traditiorssoms, etc. which identify a group and
bind its members together ... So the value of culturatigdbat | am discussing here is a value
identifiable in relation to the group rather than to tldaied characteristics of individuals. It is
apparent that the perception of this sort of value igainig to be captured by an expression of
individual WTP”.

Thus, Throsby (2003) argues that, while WTP studaas certainly capture some of the
economic value of a cultural good, the relationshiib never be perfect and that even the

best studies will tend to undervalue the cultudyin question.

3.5 Tests of CV validity

Carson and Mitchell (1993:1267) concluded thatsithe quality of the response to a
WTP question that will determine the accuracy @& study. This is determined, in their

view, by the survey design and administration arteot validity:

“Respondents must (i) clearly understand the characteristtbe gbod they are being asked to
value; (ii) find the CV scenario elements related to the gopddvision plausible; and (iii)
answer the CV questions in a deliberate and meaningful manki#c¢héll and Carson
1993:1267).
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In a later work, Carson et al. (2001) suggesteeetimther ways in which WTP estimates
can be judged for accuracy in addition to conteiichity: convergent validity, construct
validity and reliability. “Validity” in this contek refers to the success of the study in

measuring what it actually set out to measure.

The construct validity test measures the extenmthizh the WTP findings are consistent
with theoretical expectations. As discussed abthwesea priori expectations, based on
economic theory, could include a sensitivity to meothat users would be WTP more
than non-users and that WTP would be related toitkeme of respondents. The
convergent validity test requires that the WTPneates be compared to actual market (or
simulated market) values. This could take the fafma comparison between a WTP
study and a travel cost study, or as discussedealaovomparison between a hypothetical
and real market situation. Reliability refers tbather the study can be replicated, either
in a different context, or at a different time ({gonal reliability). While Carson et al.
(2001) mention a few examples of reliability testslatively few such studies exist at

present.

The above review outlines the debate around thesthrajor ways in which the results of
contingent valuation studies have been criticized ahown to be inconsistent with
neoclassical economic theory, that is by being auagibly large, by showing insensitivity
to scope and by demonstrating a large disparitwdet WTP and WTA measures, as
well as other general criticisms. As the NOAA Pa(i93) suggests, many of these
problems can be controlled for through rigorous andservative questionnaire design
and much of the CV debate has shifted to this aréha NOAA recommendations, as
well as the results of later research, are discussthe following chapter, in conjunction

with the questionnaire design of the 2003 Natigkxréd Festival study.
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CHAPTER 4: PART 2

WILLINGNESS TO PAY STUDIES AT THE KLEIN KAROO NATIO NALE
KUNSTEFEES AND THE NATIONAL ARTS FESTIVAL: QUESTION NAIRE
DESIGN AND RESULTS

The following section details the questionnaireigiessampling procedure and results of
willingness to pay studies conducted at the Kleamd¢ Nationale Kunstefees (KKNK) in
Oudtshoorn (pilot study) and at the National Arestival (NAF) in Grahamstown. In
order to validate the results, the findings of bethdies are presented together and

compared to an earlier study on the NAF (Snowh20l(3) as a test of temporal reliability.

1. QUESTIONNAIRE DESIGN AND SAMPLING TECHNIQUES *.

The Klein Karoo Nationale Kunstefees (KKNK), usexitlae pilot study for this research,
takes place in Oudtshoorn (Western Cape) in eanbyil Aand features visual and
performing arts. It was started in 1995 as an Afiks alternative to the mostly English
National Arts Festival and focuses on Afrikaansglaage productions and culture
(KKNK Feesgits2003). Both the NAF and KKNK have similar strugsirin that they

include ticketed Main and Fringe events, a certaimber of free shows and craft
markets. Both are heavily sponsored by private rapgdions, although the NAF has

recently received considerable backing from thadtasCape government as well.

A certain amount of competition, reported on in thedia, has sprung up between the
older, more culturally diverse NAF and the neweorenfocused KKNK. On the basis of
ticket sales and economic impact, the KKNK is lar@nowball and Antrobus 2003 and
Saayman and Saayman 2003) and appears to be grtagteg than the NAF. However,
when comparing the quality and diversity of shothie, NAF is ahead.

* | would like to thank Dr D. Noonan of Georgia Techefpously of the Chicago University Cultural
Policy Centre) and Prof E. Thompson of Kentucky Ursitgrfor helpful comments on draft
questionnaires.
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The two festivals were chosen for comparison bexdligy are South Africa’s biggest
arts festivals at the moment. Both occur in sn@dirts that are still divided along racial
lines into high and low income areas. The structidrboth festivals is similar as is their
duration, making comparisons and combination afiltesasier. However, despite these
similarities, there are also marked differencese TWio festivals occur in two different
provinces. The Eastern Cape (NAF) is one of Soutic&s poorest provinces, with a
mainly African-origin, Xhosa speaking populationhel Western Cape (KKNK) is
wealthier and has a more diverse population, masihsisting of mixed-origin people
and European-origin Afrikaans speaking people. Thuysresearching whether lower
income groups benefit from arts festivals in sudfeent situations, it may be possible

to draw more general conclusions or compare difiegs from the results.

Questionnaire design took place in 3 phases, KKNKKsion 1 (45 interviews), KKNK
version 2 (52 interviews) and the final NAF questiaire (199 interviews). All versions
were offered in English, Afrikaans and Xhosa toilfiate language differences.
(Questionnaire versions, in English, are availaibleAppendix 1.) Table 4.4 below
summarizes the various design phases and changess decided to conduct telephone
interviews (land or fixed line numbers) because dbst of face-to-face interviews was
prohibitive and, while not ideal, it was felt thatephone interviews were far preferable
to a postal survey, particularly in areas whererdity is not high. In addition, it was
easier to cater for different language groups wbemducting telephone interviews. If
respondents preferred to answer in a language inhwthe initial interviewer was not

proficient, the interview could easily be continweith someone else.

A common criticism of using telephone interviews tigat this biases the average
household income of respondents upwards, sincetbage households who can afford a
telephone are surveyed. Although it is thus poeditat low income area household will
produce upwardly biased average income figuresrahelts show that households with
very widely ranging incomes were included, perhapsa result of telephone sharing

between low income households.
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Table 4.4: Questionnaire design phases

Section

Purpose

KKNK Version 1

KKNK Version 2

Grahanstown

Results/comments

Opinion

Setting the scene,
consistency check

X

X

X (question replaced)

Replaced question
worked better

Attendance figures Check for attender bias| X X (simplified) X Simpéil question
adequate
Spending Important for X X X (order slightly Even adjusted, not very
calculation of additiona different and elasticity | useful.
spending for economic guestion simplified)
impact figures and price
elasticity estimation
Earnings Check for correlation | X X (simplified) X Successful
between WTP and
earnings (indication of
‘double counting’ with
eco impact)
WTP: Bohm interval Check for free riders X Unsuccessful
WTP: scope test Internal validity check X X X Successful
WTP: DC and open Calculate mean WTP | X X X (more bids) Successful
ended and check for starting
point bias
WTP: Sureness scale | Check for bias X X (Qualitative) X Successful
WTP: debriefing Consistency check X X X (no options) Successful
Demographics Explanatory variables X X X Mostly successful
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1.1  Opinions and externalities

As Carson and Mitchell (1993) emphasize, the seriess with which respondents
approach a willingness to pay survey will greatifiuence the validity of the results. It
was therefore important to provide a brief, yebiniative and authoritative introduction
to the interview. As such, the National Researchn@ation, who were sponsoring the
survey and the Rhodes University Economics Departmeho were running it, were

mentioned in order to lend authority and weightth@ survey, thus encouraging

respondents to take it seriously.

Following the questionnaire design of Thompsono8hy and Withers (1983), questions
about the feelings that the festival evoked wekeddirst in order to remind respondents
of their opinions regarding the festival. A numb&more specific questions from a study
on the impact of the Mildura Arts Center (ThroskhdaD’'Shea, 1980), better suited to
studies on one particular event or resource, wise @wsed. The reason for using these
relatively old studies as a basis is that, whilgr@at number of WTP studies have now
been conducted in the cultural economic field, viery of them have attempted to value
a number of different arts events at once. Thathsy tend to focus on one sort of
cultural resource, like museums, a specific hegitsite or performing arts. Those that are
more general (for example, Thompseh al. 2003) have generally not used opinion

guestions to gauge attitudes before asking théngiiess to pay question.

Respondents were asked to respond to various opstadements on the feelings of pride
the festival evoked, its possible future use valeeksicational potential and its possible
harmful effects on society by stating “agree”, aljsee” or “don’t know”. Very similar

question were used in the earlier NAF study as (@lbwball 2000). In addition to being
an ice-breaker, the opinion questions also provaledeful internal consistency check in

that they could be compared to later, open-endgubreses.

As indicated in table 4.4, only one change was miadbis section. The large number of
“don’t know” responses to question 1.5 in KKNK vers 1, that is, “The government
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ought not to sponsor the festival because therenare important things to spend taxes
on” was replaced with “ The festival only benefi#sople who go to the shows you have
to buy tickets for”. It was felt that the first cgteon required a fairly large amount of
knowledge about government spending on other prnogrto be answered with any
certainty and that it was, in any case, not vermgfulsin gauging the attitudes of the
sample group towards the festival, since even tmogst in favour might feel morally
obliged to put healthcare, education, security suxch areas, above an arts festival. The
replacement question (used in the 2000 NAF studgyiged answers that were more
useful in explaining WTP results. This finding dpleewever, seem to support Sunstein’s
(2002) argument, mentioned in part 1 of this chapteat context and information are of

vital importance in eliciting coherent response8MmP studies.

1.2  Attendance, spending and earnings.

The following questions probed attendance at tistivig itself, attendance at ticketed
shows, free shows and the craft market. Attendam@sther the 2003 or, for those who
did not attend that year, 2002 festival attendamas accepted. While one could argue
that accepting data from the previous year (200@)Icc decrease the accuracy of
responses, both festivals (KKNK and NAF) take placer a ten day period once a year
and it is quite likely that local residents may @dawissed one year, but still be interested

in and affected by the festival.

As indicated by table 4.4, the first version of tiENK questionnaire contained a very
detailed section on exactly what sort of ticketbdves (theatre, dance, music and so on)
the respondent had attended. While this was irtteges terms of taste, it was found to
take too long, resulting in some respondents fgitim complete the questionnaire. The
section was thus simplified to record only the nemfand not the type) of ticketed
shows and free shows and visits to the craft maetft market attendance also raised
some problems. The pilot study asked for the nunolbdérours spent at the craft market
and suggested certain ranges. However, a large emofbrespondents choose the top
option (more than 5 hours), making the data inesact difficult to use in quantitative
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ways. The NAF questionnaire was changed to askrhawy times each respondent had
attended the craft market, irrespective of the amho@itime spent there. This allowed for
much greater variation in answers and took less,tams interviewers did not have to read

out options as in the pilot study version.

The next question asked about spending at ticketedts, craft markets and “eating out”
at local or festival restaurants during the festiVide section also included a question
asking respondents if they spent more during tetivid than usual and, if they did, what
they might have spent the money on if there wasfastival. These questions (as
mentioned in the economic impact section) were gihesl to test the theory that
additional local spending should be included inneeoic impact calculations of such
events and to determine, as suggested by Cromp®®9), whether the additional

spending would have taken place outside the imgr&et if no event had been held.

In an attempt to measure the elasticity of ticketgs, respondents who had some ticket
spending were asked (after stating their actukétispending) whether they would have
attended the same number of shows if ticket pries been 10%, 20% or 50% higher
(each respondent was asked only one amount). Astgqabiout by Noonan (personal
correspondence 2003), this question is open toploess”, since dropping a whole show
as a result of a relatively small increase in prigeuld result in a far greater percentage
decrease in attendance. Nevertheless, the questsnattempted, varying the three
amounts. The problem encountered was that largebersmof respondents attended no
ticketed shows and were thus not asked the quesliois made the data set for this
question rather small. It was therefore decidedntdude two elasticity amounts per
respondent. The results could also be used tohestiea put forward by Thompson et al.
(2002) that, for attenders, WTP may be partly aation of consumer surplus (linked to
the mixed good bias discussed in part 1 of thiptera

Information about festival earnings (type and antpwmas also requested. The first

version of the questionnaire at the KKNK includegestions about job search and the
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perceived reasons for failure to find a job. Howetee time taken and the large number
of vague or “don’t know” responses resulted in gestion being significantly simplified.

1.3  The WTP question

The provision of information and the informatioma®in CV studies.

One of the most problematic features of designingT® study is in deciding what level
of information to provide to respondents. Bohm &;91979; 1984) argued strongly that,
in order for respondents to be able to express W@iP accurately, detailed information
must be made available to them regarding the pegpgsoject. Kenyon and Edwards-
Jones (1998) summarize the two main schools ofdgiioon this issue. The “not too
much argument” points out that better informatiaes not always mean more and that
too much can lead to assimilation problems for régpondent. On the other hand, the
“not too little” school points out that, for respients to make reasonable decisions, some
threshold of information about the good being vdlus required. Ideally, some

“adequate” level of information is required; th@lplem is how to test for it.

Niewijk (2001) is highly critical of the whole CV ethod, but focuses particularly on
information bias. Not only does he argue that aengt to provide as much information
as possible is bound to cause some bias, he alsdspout that, even if all this
information is provided, the respondent must adatmit and accept it as true in order to
give an accurate valuation. He also argues that m®asures are supposed to be
measuring pre-existing values, but that if respot&leare not directly aware of the
existence of a particular good before the surveg,information provided might in fact

create the value it proposes to measure.

Kenyon and Edwards-Jones (1998) ran a field exmarinn which four ecologically

interesting sites were valued by (environmentabegts and the public (WTP study).
Their hypothesis was that, if the ranking of thesin ecological interest by the experts
matched the public’s ranking in terms of willingeds pay for a ticket to the site, then
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they would have arrived at the ideal level of imf@tion. When varying the amount of
information supplied to the WTP study respondetitey found that small amounts of
information were characterized by large numbergrotest bids (zero WTP responses)
and a ranking of sites inconsistent with that & éxperts. However, when much more
information about the sites, including photograpléxtual and ecological data, as well
as a visit to the site, was provided, WTP studypoesents were able to rank the sites in
the same order as the experts. They conclude trerehat, given enough of the right
kinds of information, CV studies could be used &ffely to make land-use decisions.
However, they acknowledge that the comparison péebwith public valuations may not
always be appropriate, since CV studies are meanttude precisely those public good
characteristics which the experts may not value ef@mple, that it is “a nice place to

walk” or that it provides “open space”.

Krueger (2002) conducted an experiment on groupsmofersity students on their WTP
to convert livestock farms to game farms in theaumding area. Three different levels
of information were provided to three different gps of respondents, the first group
receiving only a very brief statement, group 2 beprovided with more details and
background information and group 3 receiving thesm@mmprehensive explanation of
the proposed project. In agreement with Kenyon Ethdards-Jones (1998) he found that
low levels of information correlated with a highmioer of non-responses and zero WTP
bids. Mean WTP for those given the smallest amoohtinformation was also
significantly lower than for the other two groug$e biggest difference in mean WTP
occurred between group 1 and 2, group 2 respondemsg willing to pay 7.2% more
than group 1. While mean WTP of group 3 respondeassstill higher than for groups 1
and 2, it was only 4.5% higher, suggesting thasamse “adequate” level is approached,
providing more information does not significantijegt WTP bids and that attempting to

provide “complete” information is not necessary.
Ajzen et al. (1996), using the Elaboration LiketidoModel of persuasion, argue that

information given in WTP studies is often persuasigven when it is judged by the
researcher to be unbiased. They suggest that iaf@mmbias will be affected by two
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things, the quality of the argument and the persmiavance of the good or situation to
the respondent. Using an experiment conducted orersity students for both a public
good (campus movie theatre) and a private goods@pet noise filter) they show that
both these factors have a significant effect on WidPamounts. As expected, argument
guality was positively related to WTP amount, as\parsonal relevance. It appears that
when the good is perceived as being personally itapbto the respondent, they are

much more sensitive to the strength or weaknefisecrgument.

In addition, the experiment contained an intergsttempt to check whether “moral
satisfaction” (warm glow) significantly affected WT(Ajzen et al. 1996). Before the
WTP scenario, the questionnaire, through a sefiesgnitive exercises, activated either
individualistic or altruistic motives. They founbat, for those respondents for whom the
scenario had little personal relevance (therefaaking them less sensitive to the strength
of the argument), the “superficial motivational suig@rovided by the individualistic or
altruistic priming had a highly significant effeah WTP bids (Ajzen et al. 1996:56). In
other words, while all WTP responses were showmetoorrelated with primed attitudes,
warm glow responses are likely to be much more pfadblem when respondents do not
perceive the way in which the good can be of peisoslevance to them and/or the

argument presented is weak.

In a theoretical paper Throsby and Withers (198&)gsst that information bias may
appear particularly in WTP studies for complex ndibgoods (like the live performing
arts) when responses are given under incompleternmation: “This problem is
compounded by the fact that information itself nb@ysub-optimally supplied because of
its own public good properties”. A further sourcé information bias may be that
consumers misunderstand or don’'t know their actumabunt of liability for the good,
particularly if it is funded by non-specific tax€ehrosby and Withers 1986:615).

In order to test and control for the postulatedbinfation bias, Throsby and Withers

(1985:15) used the Bohm interval method twice -eomthen respondents were non-
informed and again once certain information abautent tax liability for the support of
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the arts had been provided by the interviewer. #Addhanded to the respondent showed
alternative income levels and consequent curreyrnpats out of tax for arts support.) A
huge range of answers resulted (averages betwdenril $200 a head were recorded).
In almost every case, however, both liable and lradsle WTP responses were higher

once interviewees had been informed of currentsanpgort levels.

Morrison and West (1986:60) criticize the solutionthe information bias problem of a

1983 study on the public finance of the arts ind@nt Canada, commissioned by the
Special Committee for the Arts. This study askeddally (with a list of various monetary

amounts provided), how much of every 100 provintaal dollars the respondent thought
went towards support of the arts. The study foumat & majority of people seemed
misinformed about how much provincial tax suppant the arts there was, suggesting
either a number well in excess of the actual amaunwvere unable to express any
opinion (18% of the sample). The Canadian studyn tipeovided the following

information and asked for WTP information:

“In fact, less that $1 of every 100 provincial tax dollaceg towards support of the arts.
Would you be willing to pay ([interviewer] READ EACHMOUNT) more in taxes per year if
you knew the money would be used to support arts facibtiesould you not be willing to do
that?” (Morrison and West 1986:60).

Morrison and West (1986) identified several proldewith the above survey method.
They argued that asking for an estimate of spengeirg100 tax dollars assumed an
unrealistic knowledge of tax allocation. They gi&onted out that most people in Canada
perceive the level of arts funding as being madefuigderal, provincial and municipal
taxes together, and may be more aware and intdrasthe total support provided by the
three together. They thus suggested caution whenlidg on the manner in which the
information about current levels of finance is giyvearticularly the use of phraseology.
The Canadian study found that, once respondentdéead informed (as quoted above),
77% of them indicated their willingness to accepta increase. “If the question had
been phrased (as it could have been), ‘In factentman ten million dollars in provincial
tax dollars goes towards support of the arts...'might expect a completely different
result from that reported in the survey” (Morrisaomd West 1986:61).
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In their own study, Morrison and West (1986) infechrespondents of their total tax
liability (not just provincial tax) and attempteal dvoid the sort of bias, mentioned above,
introduced by the phraseology of the questionsaddition they placed the performing
arts in the context of a wide range of public exjpieme, such as education, pollution
control, housing etc. Their results contradicteosthof the 1983 Canadian study despite
being conducted in the same country and only ayears apart, in that they concluded
that current levels of Canadian public financetha arts were “equal to the social cost at
the margin”, that is, no further funding would becwlly efficient (Morrison and West
1986:70).

Designing the informative section of the KKNK andAN 2003 study was made
significantly easier by the fact that a high petage of each local population actually
attend the arts festivals each year (see attendeyuces presented below) and could thus
be expected, not only to have a reasonable levd&noWledge about the good being
discussed, but also to have some personal intéme#t The greatest difficulty in
designing the scenarios was the lack of informatiarfunding and costs. While it had
been widely publicized that the NAF was receiving.3Rmillion over 3 years from the
Eastern Cape Government, general figures on natmeracapita spending on the arts
were not available. On the cost side, sponsorsoften not willing to allow exact
amounts to be disclosed and in the case of mantherh (for example, cell phone
operators, car hire firms, accommodation providgc their contributions were in-kind
and hard to quantify. Noonan (2003) found, in aavaatalysis of WTP studies, that
information about current tax burdens decreased \AMBunts, while information about
the costs of the project increased WTP. It is tiesirable to include both or neither of

these measures in an attempt to avoid bias.

Providing this sort of information in an unbiasedywhowever, is far from simple. As in
the Canadain study (cited in Morrison and West 19816 one say that, for example, the
NAF cost about R10 million a year and that govemingponsorship covered only about
a quarter of this? Or that arts funding in Southigsf overall was less than 1% of the

national budget? All these figures are true, butsitdebatable how they would be
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interpreted, especially by the poorer sectiondefgopulation who could have little idea
of relative costs and government budgets. While encontextual and comparative
information could have been provided, it is debtd&mw much of this would have been
assimilated by respondents and would have madé¢etbphone interview longer, thus

possibly reducing response rates.

Another issue that was considered was that it wdnddpreferable to have relatively
similar scenarios in both the KKNK and NAF studie®rder to make comparison easier
and that it was very important, as pointed out bps$ein (2002), to give respondents a
context in which to make the decision and a remirtiiat there were substitutes (for
example, sporting events and environmental consenjathat could also provide
cultural externalities. As such, it was pointed thdat government funding was required
in many areas, “like schools and hospitals” and thase might be regarded as “more
important than arts festivals”. In addition, thel@own withdrawal of the Standard
Bank as title sponsor of the NAF in 2001 was altudie in order to give the scenario
credibility. The Standard Bank has since becometithe sponsor of night cricket in
South Africa.

The change in the public good that respondents tergng” was defined as a 25% or
50% decrease in the size of the festival, defireethare being 25% or 50% “fewer shows
and fewer visitors”. One way to illustrate suchal in size would have been to estimate
the drop in economic impact of the festival. Howees will be seen below, there is
already a significant relationship between WTP aodnomic impact and it was felt that
focusing respondent’s attention on financial besefiather than externalities (which is

what the study was trying to quantify), would hagsulted in an even more biased result.
Payment vehicle and question format
Initially, WTP studies for the same good were expeédo produce similar results, even if

the question format differed, and, when this waswshnot to be the case, the method

was criticized (Carson et al 2001). However, in@v generally accepted that different
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elicitation formats vyield different strategies arldat question format can have a
significant effect on WTP bids (Carson 1997). Thare two main ways of structuring
WTP questions. The first is an open-ended (OE) &ymwwhich simply asks respondents
what the maximum amount is that they are willingpty for a particular good, with no
suggested amount. The second method is the dicbho®mhoice (DC), closed-ended
format, which asks respondents whether they are WaRount for a particular good,
eliciting a yes/no answer. The DC question fornaat be followed up by another round
of bidding (double-bounded) or by an OE questioar§Gn et al. 2001). The latter design
is based on the iterative bidding (IB) method, maich used recently (Willis 2002).
Much research and debate has surrounded questramtfofocused mainly on the
differences between the DC and OE format and whetthe NOAA (1993)
recommendation that only the DC format be usedusdified. A brief review of the

literature and the design of the KKNK and NAF qumsformat will now follow.

The NOAA (Arrow 1993) recommendation that only (b€ question format is used is
based on the idea that, in order to obtain meaniWfTP bids, respondents need to take
the hypothetical market as seriously as possihlerder to encourage this, a familiar and
realistic pricing mechanism should be used. Sinaaast (western) countries, consumers
are faced with purchasing decisions at set prittess, NOAA recommended the DC or
referendum format as being more familiar to respotsl and also because, since most
respondents would not be familiar with pricing palgoods, the DC format reduces the
cognitive difficulty of the task. While these argents certainly carry some weight, it has
also been shown by many studies (discussed belaw)the DC format WTP questions
result in consistently higher WTP estimates than Qkestions, and the NOAA

recommendation is thus at odds with their call‘t@mmservative” questionnaire design.

The problem seems to be exacerbated for public awdypothetical markets. For
example, in a study done by Kealy and Turner (199®&ps found that, while there was
no significant difference between open and closetkd WTP questions for private
goods, the closed-ended responses were 1.4 toin2€s s large as the open-ended
questions for public goods. In a later study, Leorat al. (1997) found that, in
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experiments where real payments were made, thesenavaignificant difference between
the two question formats, but in hypothetical m&gsk®C values were 2.54 times higher
than OE question values. A series of experimemslected by Balisteri et al. (2001) also
concludes that, while both OE and DC format questioroduce upwardly biased results,
the effect was more pronounced for DC questionavBeg et al. (1999), in comparing
various question formats in a study to value araagdred species, actually find that the
double bounded DC format has a lower response aate a higher level of protest

responses than OE or payment card options.

All studies suggested that it was premature to éanhe OE WTP format although, as
Carson et al. (2001) point out, OE format questiaresknown to elicit many zeros, few
small amounts and a few very large amounts, makiegn values sensitive to outliers.
Bennett and Tranter (1998) also find that OE quoestiresult in a particularly high

number of non-responses where respondent are mdigiawith the good being valued.

A problem with the DC format is the so-called “aadhg” bias, that is, that final WTP
amounts will depend on the initial starting poind.bAs Boyle et al. (1997) and later
Willis (2002) point out, people tend to use thatsig point as a suggested norm and an
indication of what is expected of them or, as ia ttase of a private good, use price
(suggested by the initial bid) as a proxy for valliee problem is that bid amounts are
usually chosen to maximize the efficiency of thesearch design, not to convey
information about the good, and that the startinogipbid may thus displace the prior
WTP, which is what the researcher is interestefinding out (Herriges and Shogren
1996). An additional issue, particularly when onlye yes/no question is asked (single-
bounded DC) is the statistical interpretation @& thsults. Giraud et al. (2001) show that
significant differences in referendum style WTPraates can be obtained depending on
which statistical technique is used to analyze daga and suggest caution until an

industry standard can be developed.

One way in which the efficiency of DC format WTRidies could be increased is to have
follow-up questions, bidding up or down depending the response to the initial
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guestions. However, several studies (cited in lgesiand Shogren 1996) have shown
significant differences between the WTP distribatinplied by initial and follow-up
bids. Herriges and Shogren suggest that, like tim@ative bid design, this is because
follow-up bids are also sensitive to starting pdirds and that even if this is controlled
for, the efficiency gains from using follow-up qtiess are reduced. Carson et al.
(2001:191) suggest that follow-up questions aredacecause they signal to respondents
that, “the cost is uncertain, that the quality bk tgood has changed or that the
government is willing to bargain over costs” andttlany of these suggest that WTP

distributions between the first and follow-up qu@ss should be different.

Willis (2002) used an iterative bid (IB) design determine the revenue maximizing
ticket price for entry into an historical park inaples. He argues that, where there is
uncertainly about parameters and distribution, IBa@esign, where WTP amounts are
increased in small, equal increments, will captheehighest price consumers are willing
to pay and measure all of consumer surplus. W{#&02) finds that leaving some bid
levels out (as the DC format does) significantlfeetis the demand curve for the good

and the greater the number of bid levels, the raoceirate the study is likely to be.

All DC format surveys are, however, expensive, sisample size has to be large in order
to generate statistically significant results. 8ilansen (1997), in one of the first WTP
surveys on specific cultural goods, used an opeeeénquestion to determine the
maximum WTP to preserve the Danish Royal Theatne.&gues that, where the good is
likely to be known to everybody and especially véhegspondents are used to the idea
that they pay taxes to support it, the use of gheneended format question is justified.
The Australian arts study (Thompson et al. 1988p alsed the OE format as did the
Canadian study (Morrison and West 1986), althoughduestion was only asked after
respondents had been informed of and commentediment spending (“too little”, “too

much” or “just right”).

The Mildura Arts Centre survey (Throsby and O’SHE80) used a form of payment
card, that is, respondents were asked their maximiiP, followed by suggested
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amounts. While this method appears to be promisiageported in Reaves et al. (1999)
it is, of course, only possible in face-to-faceemtews and postal surveys, but has the
additional benefit of revealing the whole choicé teerespondents, which as argued by

Bateman et al. (2004), may be an important deteamiof bid accuracy.

The DC format has, however, largely been acceptedha way to structure WTP
questions in cultural economics. For example, teatlcky arts WTP survey (Thompson
et al. 2002) asked only one DC format question wittrying, randomly assigned
amounts. While this appears to be the only metlaigrone to starting point bias, a very
large number of responses is required at eaché’ptevel to make results statistically
significant. A telephone survey in North Caroliediciting WTP for submerged maritime
cultural resources (Whitehead and Finney 2003jrgtted to use the double bounded DC
format in order to increase the efficiency of réesuHowever, significant starting point
bias was detected in the second round of bids.

Another option is to combine DC and OE format gieest For example, a study done on
WTP for domestic television programming in Aust@aljPapandrea 1999) used this
method, first asking respondents whether they Wa&f€P an additional $12 per
household for a 10% increase in local programmimdy then following up with an open-
ended question asking for the maximum WTP (for¢he@bo answered “yes”) or whether
they were WTP anything (for those who answered Yn&antagata and Signorello
(2000), in their study of the WTP for the “Napoliuski Aperti” in Naples, used an even
more advanced combination of DC and OE format guest if respondents answered
“yes” to the first DC question (random variations $tarting point), then this was
followed up by a further two DC bids and finally apen-ended question. They comment
that, while this method results in richer dataotild be prone to starting point bias in the
later phases and this is in fact what is foundhcalgh the OE response mean is lower
than the DC format response, thus probably comgpfor this form of bias. The result is
similar to the findings of O’Conor et al. (1999)h@ in testing various WTP question
formats, find evidence of starting point bias irstkind of combination question as well
as in the double-bounded DC format.
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In concluding their section on elicitation forma@arson et al. (2001:193) state that, “At
present, the choice a CV researcher typically facdégtween using an elicitation format
that is unbiased, but with a large confidence wakfsingle DC format] and using one
that is potentially biased, but with a much tightenfidence interval”. Willis (2002:320)

also points out that, in deciding on WTP questiomiat, there is the “usual trade-off

between survey costs and model accuracy and féelabi

The KKNK study (2003) used first a DC question,hwtitree randomly assigned starting
points (10, 20 and 30 Rand), followed-up by an epeded question asking for
maximum WTP. While the logit model based on thstfidC format question and the log-
linear model used to analyze the final WTP figupesformed fairly well (further
discussed in the results section) without showiggiicant starting point bias, a great
many responses (nearly 21%) were greater than 1B6wdehold income and were thus
excluded on the grounds that they showed hypotietias (unrealistically high WTP
responses). It was hypothesized that higher Initids were also encouraging zero
responses, since South Africans are not used tdingdand regarded the amount
mentioned first as a “price” to which a final bigaesponse was made. In an attempt to
mitigate this, the NAF 2003 study used a formatsetoto the iterative bid design
discussed by Willis (2002) in which a number of apd down bid amounts were
included, all respondents starting from a leveRaD (the median in the KKNK study),
followed-up by an OE question for respondents whewaered “yes” or “no” to all bid

levels.

A “don’t know” or “would not vote” (WNV) option wagrovided for all WTP questions.
For bidding purposes, such responses were treaetha votes and interviewers
proceeded to the lower bid or OE question. Althougterviewers did not prompt
respondents to use this option, as it was fearadntiany respondents would see it as an
easy way out of a question requiring some thoubig,response was accepted. (Krosnick
et al. (2002) find that “no opinion” options discage respondents from thinking

carefully about results, particularly those witwltevels of education.)
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A study by Carson et al. (1995) suggests thatjahadlomous choice WTP questions, the
WNV responses can be treated as having voted “ntbiowt altering the distribution of
responses, the estimate of WTP or the construadityabf the results. They suggest that
some respondents may not want to admit that theynar willing to pay for more of a
socially desirable good, particularly if the intewer somehow conveys (by manner or
tone) that the “right” answer would be a positivel®V Accepting a WNV or “don’t
know” response may give respondents a more socaiteptable way to indicate that

they do not support the program (Carson et al 1995)

Follow-up questions and sureness measure.

The remaining three questions in the WTP sectigrioe®d possible reasons for WTP
responses. Firstly, a “post decision confidencesmesl was used (Bennett and Tranter
1998:255) to determine the extent to which respotsdeegarded their responses as
accurate. As discussed in part 1 of this chapterekclusion of unsure respondents could
play an important role in controlling for hypotheti bias (Champ and Bishop 2001).
Initially, a scale from 1 to 10 (“where 1 is notadt sure and 10 is very sure”), based on
the Thomson et al. (2002) study, was used (in @erdi of the KKNK questionnaire),
asking respondents to rate their sureness thatttadyaccurately shown their WTP to
support the festival. However, many respondentsehioe extremes (1 or 10), refused to
answer the question or responded with “don’t knowf, a percentage amount.
Interviewers suggested that it was the numericesttat was the problem, particularly
amongst those respondents with low levels of formducation. As a result, the
qualitative scale used in the 2000 NAF questiomndinot at all sure”, “fairly sure”, and

“very sure”) which is not as precise, but perfornbedter, was used.

Finally, the very important debriefing questionsrevasked, probing the reasons, in an
open-ended format, for either positive or negativdP responses. As the NOAA
suggests, this section is vital to the study, ndy decause it adds to its explanatory
power, but because it can be used to detect biasggbnses, for example those
respondents who did not accept the contingent nétkdo not think that the money will
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be spent on the Festival’) and the detection ofated “protest zeros”. Chambers and
Chambers (1998) suggest that some respondenthai¥€¢TiP format to express protest of
various sorts, for example, against tax paymentgavernment intervention. These
respondents may introduce bias through the usemitést zeros” and their responses
should be excluded from WTP estimates. It has beaasnal practice to “trim” both such
zero responses and very high WTP amounts. Alsouggested by Chambers and
Chambers (1998), those respondents who reportédhina supported a “good cause” or
words to that effect, could be responding to a wagtaw (discussed in part 1 of this
chapter) rather than to a specific WTP question.itthmg the WTP values of these
respondents could result in a less biased estiriaee debriefing section also acts as an
internal consistency check, since responses toqimstion could be compared to the

externality opinions reported in question one.

The only change that was made to this section éengihestionnaire design was in the
recording process. In the pilot study (KKNK), altiglhh the questions probing
respondents’ reasons for WTP were open-ended apdompted, interviewers were
provided with a list of possible answers, includgpgace for “other”. This appears to have
resulted in interviewers “fitting” respondents’ amss into particular categories and
making the information less varied and rich. In M&F study, therefore, it was decided

not to offer interviewers any options, but simpyprovide space for writing.

1.4 Demographics

The final section collected general demographiormition on respondents and their
households. Until this point, in order to make thevey as realistic as possible, the
anonymity of responses had not been emphasizedet#oywdue to the sensitive nature of
income data and requests for race information wklséfrica at present, it was stated in
the introduction to this last section that nonethe# information would be linked to a

particular telephone number or used for anythimgothan the survey.
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Finally, an open-ended question was included, gsk&spondents if there was anything
else they would particularly like to say. Once fimal version of the questionnaire had

been refined, it took, on average, about 10 minictesiminister.

1.5 Validity tests

The results of the contingent valuation study aetNAF conducted in 2003 will be tested
for validity in three ways. Firstly, the resultslMae compared with those of the KKNK
study (the pilot study) conducted in the same yaad using a very similar survey
instrument. While there are differences betweentihe cases, there are, as has been
pointed out already, a number of similarities, biotlthe festival events under discussion
and the division of the local populations alongerand income lines. Comparison of the

two studies should thus provide some idea as toothestness of the results.

Secondly, internal validity test will be conductedjng what Carson et al. (2001) refer to
as construct validity. This procedure tests whettesults are consistent with what
economic theory would predict. Firstly, the lawdefmand requires that, as the “price” of
the good increases, the quantity demanded shollld fadicated here by a decrease in
the number of people willing to pay higher amou&scondly, as discussed in part 1 of
this chapter, the results should show sensitiatgdope — WTP to avoid a 50% reduction
in festival size should be greater than WTP to éwi25% reduction. Finally, WTP

amounts need to show some evidence of being coredraby the budget of the

respondent — WTP figures and per capita or houdehobme should have a significant

negative relationship.

The final test is one of temporal reliability, that whether the results can be replicated
over time, showing stable preferences. The NOAAepaaport (1993) calls for such
“temporal averaging” particularly in the case oé thaluation of environmental goods

which change over time.

“Time dependent measurement noise should be reduced by agesagiss independently drawn
samples taken at different points in time. A clear and sultdime trend in responses would
cast doubt on the ‘reliability’ of the finding” (NOAA 1991®).
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One of the largest tests of temporal reliabilitysve@nducted by Carson et al. (1995) who
compared the original Exxon oil spill study conaretin 1991 with a similar survey with
a comparable sample conducted two years later. dexhpeliability was tested for in
three ways: the distribution of for and againstegoat various bid levels, the parameters
of the models and the mean WTP amounts. They findignificant differences or trends
over time and conclude that “the [NOAA] Panel's cems are unsubstantiated and not
as important as its recommendation could be ing¢edr to imply” (Carson et al.
1995:19).

The WTP study conducted in 2000 on the NAF (SnolwB8D0) had very similar
elements to the 2003 study and, while no directpamson of WTP amounts is possible
(the 2000 study had only one dichotomous choicestipue at one level and a different

scenario), a comparison of general similarities différences is achievable
2. RESULTS OF THE KKNK AND NAF SURVEYS

Having described the questionnaire design prodéssfollowing section presents and
discusses the results of the studies conductdteaKKNK and the NAF. First, the non-
parametric results are discussed and then thetgesubarious regressions are presented
in section 2.4. The chapter concludes with a dsionsof the validity and reliability tests

applied.
2.1 Sampling, response rates and data “trimming”

As has already been mentioned, the telephone sumvethod was chosen. Since
telephone access is considerably greater in high tbw income areas and a random
sample of numbers would have been biased in falvtireohigh income area. Each town
was thus divided into high and low income areasasdmple, approximating population
make-up, was then taken.

® For a comparison of the NAF 2000 study, the Australigs study (Throsby and Withers 1985) and the
Canadian study (Morrison and West 1986), see Snowball atrdtis (2001).
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The response rate was generally very good. Of theplp contacted, 89% from
Grahamstown and 97% from Oudtshoorn were prepargdrticipate. Unanswered calls
were retried at least twice and interviewers offet@ phone back at a more convenient
time if respondents were busy. All calls were cardd between seven and half past nine
in the evening in the week following each festivhb facilitate responses, particularly
opinions, interviews were conducted in English,ikdans and Xhosa by interviewers
proficient in the language of choice. Only peoplghten years or older were
interviewed since the questionnaire involved qoestiabout taxes and income. A total
number of 97 interviews were conducted in Oudtshoand 199 interviews in

Grahamstown.

For the non-parametric analysis of such factoremsions, attendance and earnings, all
responses were included. However, some vague aedfdradictory responses were
excluded. As Jorgensen and Syme (1995:400) noteexblusion of biased responses
“seems to be largely ad hoc” and requires a judgr@hon the part of the researcher. In
both the KKNK and NAF surveys those respondents sehoeasons for positive
willingness to pay were vague (“I don’'t know”) ohwse stated willingness to pay was
some positive amount (usually small), but who egpee strong negative feelings (“The
festival is useless”, “The money is spent on unirtgrd things” etc) and those who were
“not at all sure” of their responses were excludgach excluded responses made up 9%
of the Oudtshoorn and 3% of the Grahamstown sariijple.remaining sample consisted

of 86 interviews from Oudtshoorn and 193 from Grakmwn.

A much larger problem was that nearly a quarterttod respondents, 23.6% in
Grahamstown and 20.6% in Oudtshoorn, indicated sitipe WTP greater than 1% of
stated normal household monthly incdmand were judged as representing an
unreasonably large amount for a 10 day festivauoaoy only once a year. Such large
responses are generally regarded as indicatingidy@oresponse to supporting the good,

but an unrealistic numerical indication of willingss to pay. By far the majority of these

® For those who were unable or unwilling to providedehold income figures, the average household
income in their area was used to calculate this figure.
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cases occurred in the low income areas. In batbiet household income data was
particularly unreliable, partly because only ab60% of respondents were willing and
able to give such a figure. The problem was pasditgievident in the low income areas.
In research conducted on labour market questioatéases in third world contexts in the
Grahamstown area (Mbatha 2003) it was found thatorgst low income groups,
respondents often contradicted themselves durimg iterview when reporting on
household income. The research suggests that gagstrasing is crucial in collecting
accurate information from this group and that thé¢emded family networks and
associated responsibilities of many people canltresua very inaccurate household
income report. For example, how is it possible thedpondents who reported no
household income had access to a telephone? Qolbakdy, government grants, family

support and incidental earnings are being excliléis and many other cases.

Two approaches were adopted to deal with the pnabiiestly, an upper bound of 1% of
household income was set (for those who did ndie steusehold income, average
income for their area in each town was used); sdlgaihnose whose willingness to pay
was greater than 1% of household income were egdldiom the sample. Both results
are reported below.

An equally problematic issue is the exclusion @tusion of responses where willingness
to pay equals zero. Some commentators, like Lindgeg94) and Chambers and
Chambers (1998) suggest that some zero respomsgsotest zeros” should be excluded
from results on the grounds that they do not represa valuation of the good
(particularly if it is a public good assumed to Bgositive externalities), but a protest
against, for example, increased taxes or anothmn fof payment vehicle, surveys in
general or other factors not related to the spegidiod being valued. Zero bids may also
be an indication of free rider behavior, if asstegawith positive opinions about the
good. Even if such zero responses reflect a geridget constraint, they do not provide
an estimate of the value of the good to the respondille Hansen (1997) comments
that such responses are most likely to occur whespandents regard the study as

illegitimate in some way, but that, especially aggtmon-users, a reasonable percentage
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of zero responses may be reflecting true willingnespay. Some biased responses can
be detected in the debriefing section, but, as @ayld Bergstrom (2001:198) point out,
“Why would someone who is behaving strategicallywea this motive to an

interviewer?”

In opposition to the view that zero bids shoulcekeluded is that of Jorgensen and Syme
(1994) who argue that second guessing respondeatdangerous game and that the only
defensible reason for excluding such zero respoisat they can be shown to be
arbitrary. Stazzera et al. (2003:462) also comrtiettexcluding selected data may affect
the validity of the results, since “the remainingossample of non-protestors would be
biased”. At the moment, decisions on the inclusioexclusion of such responses appear

to bead hocand context and study specific.

In order to test whether zero responses were prag®s or could be explained by
willingness to pay determinants, log-linear regi@ss of results from the KKNK and
NAF were run, first including and then excluding ttemaining zero responéeResults
showed that the number of significant variables #rel goodness of fit of all models
improved when zero responses were included. Thenitwp variable, recorded as a
score from question 1, where a positive opinionuattbe festival counted as one and a
negative opinion, zero, became less significantrwhero bids were excluded. These
results suggest that, on average, zero WTP bide welated to negative opinions
regarding the “good” being valued and were not camaebr protest responses and should
thus be included. Even Lindsey (1994), who makesang case for the exclusion of all
zero responses, agreed in a later note (1995)tlieainclusion of zero responses is
appealing and that, at the very least, CV repdrtailsl indicate whether they have done

SO or not.

While excluding very high and some zero responsethe grounds that one is following
the conservative design suggested by the NOAA Pdr8f3) can be defended, Bille

" In order to include zero responses in the log-lineaessipn, a constant was added to the willingness to
pay amounts. Since the log of a constant is zero, this watldffect the coefficients obtained.
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Hansen (1997) points out that such truncation coates price, which is that the mean
WTP is considerably altered, especially in quitebsample sizes. This is what Throsby
and Withers (1986) referred to as the “social aadias”. They show that using the
median rather than the mean measurement of exptgnatriables in the valuation of
local arts assistance projects in Australia yidldder WTP estimates. Median measures
of WTP were considerably smaller than mean valties (nean values are more than
three times those of the median), indicating thes@nce of quite a large social choice
bias. “This result suggests a wide disparity betweeonomically efficient (mean-based)
levels of provision of public good and democraticaletermined (median based) levels
of provision” (Throsby and Withers 1986:321). Meon and West (1986) agree that the
median value is particularly useful in eliminatimgas from extremely high or low
responses and that the median voter theorem psetthiat it is the median value which

will dominate political outcomes.

McFadden (1994:694) concurs that when some resptmdese the survey as an
opportunity to express protest for or against ttuppsed project by stating unrealistically
high or low WTP values, “Even a tiny fraction ofnsmmers giving responses more
extreme than their true WTP could lead to estimafessource value that are in error by
orders of magnitude”. However, he also points tait,twhen distribution is skewed,
median values may themselves be biased. In his-ametigsis, Noonan (2003) compares
mean and median WTP estimates from 48 studies.verage, he finds that the mean is
1.5 times higher than the median value. However,gimods involving primarily use
values, public payment vehicles (like taxes) andjdsscale goods, lower ratios are
obtained. Differences for the festival studies thrnes not expected to be large and mean

results are thus primarily reported after datarming.
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2.2 The demographics of respondents

The following section will present the demographafsrespondents in Grahamstown
(NAF) in some detail, followed by a comparison widndtshoorn (KKNK) respondents.
The purpose of the first section is to show thatgample was adequately representative
of the population and to test the hypothesis thrah&mstown is divided into two areas (a
high income West area and a low income East ar€ag comparison with the
Oudtshoorn sample will determine whether the tows & similar high/low income area

divide and facilitate the comparison between the fiestivals of further results.

As expected, the demographics of Grahamstown BEatVdest population samples
differed dramatically, and in most cases, proveddoa representative sample of the
population when compared to statistical data ortdta. In both areas, however, a much
higher percentage of women (71%) was interviewesh tivas representative of the
population (56% women according to Stats SA 1996sQGg data). However, given the
nature of a telephone interview, this was hard ¥oida and perhaps provides and

interesting insight into gender differences in phlene use.

Sixty-two percent of Grahamstown respondents wdriea-origin people, 34% were of
European-origin and 4% of mixed-origin. When conaglato the statistical data on the
population of the area, it was found that this agpnates the census data (Stats SA
1996) on the population’s racial make-up quite wé&lhe home language of 62% of
respondents was Xhosa, 34% spoke English and 4¥aAfrs.

Like sex, the age of respondents was purely a mattehance. Census data on age for
Grahamstown residents is somewhat misleading bedtaaptures a large population of
students at the university and schools, inflathmgyounger age groups of white people in

® The survey design was based on 1996 census data, whithexasst recent data available at the time.
When the 2001 census data was released late in 2003, compavrigofigures likely to have changed (like
income) were made and are referred to in the text. Other varikéesex and age distributions were
compared at a provincial level and do not appear to have umeeagy major changes.
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particulaf. Table 4.5 below shows the average age andhiisish of age groups for the

sample, indicating that at least some people frach@ge category were interviewed and
confirming the idea that permanent Grahamstowrdesess (since schools and university
residences were not surveyed) show the usual pattean older average European-

origin population.

Table 4.5: Age groups of the NAF sample

Total sample High income area Low income area

Age mean 43.4 49.3 39.5

Age median 44 50 37

18 — 25 years 22% 8% 30%

26 — 35 years 14% 11% 17%

36 — 50 years 27% 34% 23%

51 — 65 years 27% 34% 23%

> 65 years 10% 14% 7%

The average number of years of education for thelavisample was about 12, the
average for the high income area being 14.6 an8 @0Dthe low income area. The
percentage of people with 12 years of educatiomane for the whole sample was 63%,

91% in high income area and 43% in the low inconea.a

Household income, as expected, was vastly diffdoetween the two groups. However,
as previously discussed, only about 60% of the sampould or could disclose their

household income. One of the problems is that quitember of respondents in the low
income area claimed to have zero household incgetereported some spending at the
festival and had positive willingness to pay. Whabbably happened was that
respondents in this category were reportingregular monthly household earnings by
any of their members. This is not surprising, gitba very high unemployment rate
amongst African-origin people in Grahamstown — 5@%the labour force being

currently unemployed and looking for work (Stats 3896). However, from an

economic point of view, state grants and in-kinchatons should also be included, as

should money from other family members or loans.

° This is particularly noticeable when comparing the numberhite people younger than 15 (around 18%)
with the number of white people aged 15 — 29 (41%).
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Table 4.6: Mean and median household and per capitame in the Grahamstown sample

Total (114) High income area (54) Low income area (60)
HH Y mean R5128 R9691 R1021
HH Y median R2400 R7000 R700
P/c Y mean R1853 R3632 R251
P/c Y median R500 R2500 R140

As table 4.6 shows, the difference between the aveas is vast, even at a household
level, getting even more severe at a per capitl.l&€ensus data for 1996 show that the
biggest single group of African-origin earners daihto the R201 — R500 per month
group, approximating the mean of R251 for the samphile the biggest single group of
European-origin earners was the R1501 — R2500 aatepdicating a possible upward
bias of the sample mean (R3632). However, 2001usedata show the largest group of
African-origin earners in the Grahamstown area (atv%) falling into the R400 —
R800 category, with the biggest group of Europeagioearners in the R3201 to R6400

category.

Information on the type of employment of respondemés also collected (see figure 4.1
below). As expected from the income results, maepte from the high-income area
were employed in professional posts (40%) or ageatwllar workers (28%) than those
in the low-income area (6.7% and 5% respectivéligarly 28% of people in the low-

income area reported being unemployed, while tine¥ee none in this category in the
high-income area. The second largest group inaWweimcome area was students (23.5%)
— a much higher proportion than students in thehdmgome area (9%). A possible
explanation for this is the greater number of yamgeople in the African-origin

population group, than amongst European-origin [geop
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Figure 4.1: Types of employment plotted as a peaggnof each sample at the NAF

In conclusion of this section, one can see a deade between the high and low income
areas. The high income area consists largely obfaan-origin people, who speak
mainly English at home, and have higher levels rmfome and education. The low
income area consists of African-origin people wpeak mainly Xhosa and have much

lower levels of income and education.

Table 4.7: Comparison between the demographics of tfreddd KKNK samples

Grahamstown Oudtshoorn
High income Low income High income Low income
Race group 86% European; 100% African- 95% European; 92% mixed-origin
origin origin origin
Language 85% English 100% Xhosa 92% Afrikaans 95% Afrikaans
Sex (% female) 62% 7% 56% 66%
Average age (yrs) | 49.4 39.5 49.5 41.2
Average years of | 14.6 10.3 13.7 10.8
education
% Completed 91% 43% 92% 47%
high school
Average per R3632 R251 R4 525 R731
capita income
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As with Grahamstown, the KKNK sample was also shoavbe fairly representative of
the demographics of the region (Stats SA 2003)emd out the original assumptions. Of
the 61 people interviewed in the low-income areaye3e of African-origin, 2 were of
European-origin while 56 were of mixed-origin. Téngerage per capita monthly income
was R731.11 for an average household size wasebplega Three of the respondents
interviewed cited Xhosa as their home language 58)dAfrikaans. The average age of
respondents was 41.2 years and the median agea8 gld. Average years of education
for this area was 10.8, with 47% of respondentsrggfinished high school.

Of the 36 people interviewed in the high-incomeaaoé Oudtshoorn, 33 people spoke
Afrikaans and 3, English. Two of the respondentgewef mixed-origin and 34 of
European-origin. The average per capita monthlprnme per household was R4 524.77
for a household of 2.8 people. The average agesgandents was 49.5 years and the
median, 50 years old. Average years of educatiorthis area was 13.7, with 92% of

respondents having completed high school.

As can be seen from the data, Oudtshoorn, like &nakown, is still largely divided into
two groups: the largely European-origin residentsowhave relatively high average
incomes and educations and the largely mixed-oragirAfrican-origin residents with
lower income and education levels. The differenoeiricome levels between the

wealthier Western Cape (KKNK) and poorer EasterpegJ&AF) can also be seen.

2.3 Opinions and externalities

Opinion questions were asked first, directly aftex introduction. Table 4.8 shows that,
in general, communities in both towns felt thatithets festival provided them with
positive, non-market externalities in the form eélings of pride, improved community
education and value to future generations (or &utuse options for themselves). The
results suggest that including only market benéfitmn the festivals in their valuation (in
other words, economic impact studies) would undenege festival value for the

majority of both communities.
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In terms of future-use value and educational paEnbpinion results seem to have
remained fairly stable over time. Given that th@@2@8tudy had a very small sample size
(73), relatively small percentage changes in respershould not be taken too seriously.
Taken in general, therefore, the comparison ofltesioes not show any startling reversal
of opinion that cannot be explained by changinguistances, suggesting that there is a

reasonable degree of temporal reliability in opisio

Although not large in most cases, there are someedsting differences between high and
low income groups. In both towns, more people fribim low income areas agreed that
the festival gave all the people in the communityease of pride, despite the fact that
people from these areas attended fewer shows atidaleevents than did those from the
high income area. Another interesting differencéha, in both cases, more low income
area respondents valued the education potentitheoffestivals than did high income
respondents, probably because so little else igad@to low income respondents in the
way of extra mural and cultural activities. In bathses, however, high income groups
were more responsive to the idea of future or optise value, perhaps as a result of the
fairly transient and migratory nature of many lawome residents as compared to those
in the high income area.

As a test of temporal reliability, a comparisonalso made with the NAF 2000 study,
which used many of the same opinion statement igusstThe first major difference
occurred in question two, which solicits a negatp@ion about the arts harming society
because they are too critical. While 29% of the @anfior the 2003 NAF study agreed
with this statement, 19% of 2000 respondents hate ckb. In addition, while more
people from the low income area had agreed in Z0@plying that the arts were too
critical) than in the high income area, by 2003s thad reversed, with marginally more
people in the high income area agreeing.

This is an interesting trend and rather than pgtiirdown to non-reliability, one could

argue that, as the nature of political art at tie=Nhanges, from protest at a minority
government oppressing the majority to a more unodwble, self-critical look at the
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current ruling party and past injustice, one migkippect more people to feel uneasy about
such criticism. What is particularly interestingtit it is not the largely African-origin
population of the low-income area sample who arstmamrried by this aspect of the
Festival, but the high income area respondentfiapsrbecause European-origin people
feel most uncomfortable with criticism either oktpast system, under which many of

them benefited, or the current system.

The other major difference in opinion between th@@and 2003 studies occurs around
the second question soliciting a negative opintbat is, that the festival only benefits

those people who go to the ticketed shows. Whileempeople in low income areas agree
with this statement in both years, the affect igengronounced in the 2003 study, with
only 49% of low income people disagreeing with #tatement, as opposed to 58% in
2000.

Significantly more people in the high income areathe 2003 study agreed that the
festival gave all the people of the town a senggrioie than in 2000. It was hypothesized
at the time of the 2000 study (Snowball) that tesuld be as a result of the
overcompensation of high income area residentthéfact that it was generally believed
that low income area residents did not benefit mfrom the NAF. The subsequent
highly publicized government sponsorship of the NAkcluding reports of financial

benefits as well as non-market ones (as discugsezhapter 2) may have helped to
overcome this perception and move the high and ilowome area opinions closer

together.
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Table 4.8: Opinions at the NAF 2003, KKNK and NAF P00 studies

NAF 2003 KKNK 2003 NAF 2000
Statement High Low Average High Low Average | High Low Average
income | income income | income Income | income
1.1 The festival gives all the people of
Grahamstown/Oudtshoorn a sense of 79 92 86 92 83.6 87 65 92 78
pride. (% agree) agree agree agree
1.2 The arts offered at the festival harm
society because they are too critical of | 69 73 71 83 82 83 87 75 81
our way of life (% disagree). disagree disagree disagree
1.3 The festival should be kept going so
that people or their children have the 100 91 94 100 90 94 89 97 93
choice of attending in the future (% agree agree agree
agree)
1.4 The shows and events at the festival
are useful in educating the community 70 93 84 75 82 78 81 91 86
(% agree). agree agree agree
1.5 The festival only benefits the people
who go to the shows you have to buy 81 49 62 n/a n/a n/a 83 58 71
tickets for (% disagree). disagree disagree
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2.4 Attendance, spending and earnings at the festivals

The next section of the interview probed the lewdlspending and attendance at the
NAF. As would be expected in a small town withowtny other events, the majority of

Grahamstonians (73.4%) attended the festival irB28tigher percentage from the high
income area (81%) than from the low income are&d63-estival attendance over the
past 2 years (2002 and/or 2003) showed that n8&ety of residents had attend®d

The average number of ticketed shows attended laphaBnstown residents, including
non-attenders, was 1.33 for the whole festival arfal for attenders. As might be
anticipated, attendance at ticketed shows is siyormyrelated to income, resulting in a
much higher average number of ticketed shows baitended by high income area
festival-goers (3.1) compared to low income ardanders (0.4). On average, 66% of
high income area residents attended at least oketédd show, while only 16% of low

income area residents did so.

The average spending on tickets was similarly éaidFor all Grahamstown residents
(including non-attenders) the average spendingestivial tickets was about R60 per
person, R135 in the high income area and aboutiR1@e low income area. For those
people who attended at least 1 ticketed show, geespending was R167 per person,

R205 in the high income area and about R60 indheihcome area.

The research found that there was a much lowerageeticket price in the low income
area (R28) than compared to the high income aré&)(R his result can be explained in
two ways. Firstly, there is some variation in thiee of festival shows, from around R68
to about R25. The more expensive shows are gepngratlon in bigger venues, like the
Monument, and cater more to the tastes of “highuceil lovers, for example, the
symphony concerts and the ballet. It is therefargeglikely that people from the low

income area do not attend these more highly prtedvs, choosing local, more popular

10 Attendance is defined as attendance at ticketed or free sinoWsling art exhibitions and the craft
market.
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art forms more often than not. Secondly, a numlbeespondents reported no spending
on ticketed shows despite having attended somehef.t When questioned, they
indicated that they had been given sponsored opkanentary tickets, thus resulting in
the lower average ticket price which was calculdtedlividing total spending on tickets

by the number of ticketed shows attended.

Eighty-eight percent of festivalgoers attendedeast one free show at the 2002 or 2003
festival. Free shows were defined as art exhibgtiostreet theatre and music and
“Sundowner” shows offered at the Monument. On ayeralmost three-quarters of all
low income area respondents attended some freesshavile 60% of high income area
residents did. Thus, while wealthier residents, Wiawe a higher average disposable
income, attend more of the ticketed events, po@&dents still benefit from the festival

by attending the free shows.

The data used for calculating the average numbdreef shows attended was not very
robust, since many respondents answered “yes” @anythor “few” to the question
asking for the number of free shows attended. Tweggpondents from the low income
area reported that they had attended the “Transnek” music show — sometimes
spending much of the day there. The average atteedigures for free shows therefore

should be regarded as rough estimates only.

The average number of free shows attended by Gstharans from the high and low
income areas was equal, at 2.5 shows per persaontlewhole festival. For those
festinos who attended at least one free show,tbege number was 3.7 over the whole
festival, 4.3 for high income area residents artdf8r low income area residents. As
indicated above, however, one cannot draw manylgsions from this data given the
wide range of free shows on offer. In the curreatad a ten-minute visit to an art
exhibition would score the same attendance figwre awo-hour visit to the Transnet

truck music show.
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While a lower percentage of low income area resgl@ncluding non-attenders) visited
the craft market at least once (76%) than highrme@rea residents (83%), the number
of visits for those who went at least once washslyghigher for the low income (4.3)
than for the high income area group (4). The awenmagmber of visits for the whole

sample was 3.3.

The average spending by Grahamstonians at the crakemnesas about R290, R576 for
those from the high income area and R101 for thase the low income area. Average
spending on food at the festival was R80, R168terwealthier residents and R25 for

those in the low income area.

Table 4.9 compares attendance for high and lownmecarea respondents between the
NAF and the KKNK. As can readily be seen, thereaisnuch higher attendance at

ticketed shows amongst high income area respondébisth festivals, but there is also a
fairly high level of participation from low incomarea residents at free shows and the

craft market, particularly at the KKNK.

Table4.9: Average number of free and ticketed shows attendeel MAF and KKNK (including non-

attenders)
Show Grahamstown Oudtshoorn

High income| Low income High income Low income
# of Free shows 25 25 23 3.8
# of Ticketed shows 3.1 0.4 2.6 0.8
Ratio of free to ticketed | 1:1.24 1:0.16 1:1.13 1:0.21
shows
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Changes in spending as a result of the festival@msumer surplus

About 87% of the total NAF sample reported somendpgy at the festival. Of these,
48% claimed that they spent no more that theymia mormal week, while 52% reported

some extra spending as a result of the festival.

At first glance, this seems to indicate that ineezh local spending could have a
significant economic or financial impact on the towlowever, this is only the case if the
money would have been spent outside the area ageeridowever, the result shows that,
for those with additional spending, 53% would hapent it in Grahamstown anyway,
31% would not have spent it (saved) and only 15%ldvbave spent it outside the area.
This verifies Crompton’s (1995) point that countilegal spending as part of economic
impact is problematic because it may have beentspehe area anyway, or is financed

out of local savings.

One of the things that the WTP figure may be capgu¢other than the value of the non-
market part of the good in question) is consumeplaa. Thompson et al. (2003) suggest
that WTP figures simply added to economic impagtifes are quite likely to “double
count” since some WTP for attendants may be a donaf consumer surplus. Both the
festivals studied are highly sponsored and ticketep are therefore far from
representative of market price or market valuavds thus considered quite likely that

significant consumer surplus existed and a questesmdesigned to test for this directly.

Respondents with some spending on tickets weredaskether, if the ticket price rose
by a particular amount (10%, 20% or 50%), they woslill have bought the same
number of tickets. lllustrative figures were alsmpded to make the scenario more
realistic. As Noonan (personal communication 2Q8dpntes out, this method is far from
perfect because the units are so big, making mfiy’ and very difficult to calculate

price elasticity of demand with any accuracy. Frameple, for a person attending 2
shows, spending would be R66 on average. If, {b@% rise in price, they dropped one

show, that would mean a 50% drop in quantity, mgikirarginal price effects impossible
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to detect. However, as an experiment to determinether attenders of ticketed shows
were aware of their consumer surplus (and to tbsther the presence of acknowledged
consumer surplus affects WTP) it provided intergstiesults. Diagram 1 below shows

the results for both the Grahamstown and Oudtshigstival respondents.

90.00%

80.00% -
70.00% -
60.00% -

50.00% -

40.00% 41.70%

30.00% -
20.00% -

to the same number of shows

10.00%

Percentage of people who would still go

0.00%

10% 20% 50%

Percentage increase in ticket prices

‘—O—Oudtshoorn —l— Grahamstown ‘

Figure 4. 2: Consumer surplus at the NAF and KKNK

All one can usefully say about these results i$ thay conform to expected economic
theory, as price rises, demand falls, and thaketdees appear to be a fairly high level of
consumer surplus at both festivals, although initgally much higher at the Oudtshoorn

festival than at the Grahamstown festival. Theetas probably a result of the difference
in show type and quality and possibly related te kigher income of Western Cape
respondents. None of the regressions (discusseawpbethowed consumer surplus
(represented as a binary variable, 1 if at lea%b,10 otherwise) as being significant in
determining WTP however, this was perhaps becausentmber of respondents who
attended shows, and thus were asked the consumausswguestion, was very low,

particularly in the low income area.
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Earnings and economic impact

Although both festivals have quite considerablenecaic impacts on their regions -
R33m a year for Grahamstown (Snowball & Antrobu®30and R44m a year for
Oudtshoorn (Saayman & Saayman 2003) - impact imdesf earnings by households
resulting directly from the festivals are limite@nly 21% of Grahamstown respondents
and 30% of Oudtshoorn respondents had earned mfooeythe festival and in both
cases, fewer people from the low income than tlygh hincome areas had benefited

directly.

Table4.10: Festival earnings and spending at the NAFKIKNK*

Grahamstown Oudtshoorn
Low income High income Low income
High income
R390 R106 R833 R341
Average festival earnings
Economic impact (%) 19% 45% 32% 40%

*Average earnings excluding vary large atypical amounts (3 caaased by people operating businesses
from home.

Seaman (2003a) suggests that, in addition to dueamings, WTP figures may be

capturing some future expected economic benefitsgrefor the respondents themselves
or for their families and children. Given that bdfludtshoorn and Grahamstown are
relatively small towns with little industry, toutisvents like arts festivals are one of the
few opportunities available for earning additiomatome and WTP to support them

might reasonably be expected to have something witth economic benefit. As can be

seen from table 4.10 (economic impact), and asnangd expect, both low income areas
were more interested in the income potential offédstival and mentioned it as a reason
for their support, than the high income areas. Githee relative poverty of the Eastern
Cape, it is also understandable that those inalweincome area in Grahamstown would
be most interested in festival income (current ateptial), as compared to the wealthier

Western Cape residents.
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2.5  Willingness to pay

As described above, the WTP section of the quesdioa was designed very carefully in

order to avoid as much bias as possible. As patietonservative design recommended
by the NOAA (1993), WTP amounts obtained from biase recorded as the last amount
that the respondent definitely agreed to, not #lensean. So, for example, someone who
agreed to the R10 bid, but not the R20 bid wascoded as WTP = R15 (as is often the
practice), but WTP = R10. In addition, the quaiMatresults presented below used only
data from the 25% reduction scenario. Table 4.Ekqmts the mean results of the WTP
to avoid a 25% reduction in festival size and a panson with the KKNK. The results

of both methods for dealing with willingness to pegsponses greater than 1% of
household income are shown — that is, reducing sesjonses to a maximum of 1% of

household income and excluding such responseslmtir

Table 4.11. Qualitative willingness to pay results

Grahamstown Oudtshoorn
High income Low income High income Low income
% of the sample willing | 77.5 79.6 65.5 64.7
to pay some amount > 0
Average WTP amount | R10.42 R8.09 ($1.24) R17.50($2.69) R8.96 ($1.38)

(WTP > 1% household | ($1.60}*
income excluded
Average WTP R14.80 ($2.28) R6.55 ($1) R17.42 ($2.68) R10.335®)1
(Upper bound of 1% of

household income)

An important result is that, despite a much lowggralance at ticketed events and lower
earnings from the festival, a similar percentageespondents from low income groups
were willing to pay something to support the fesltims where those from high income
groups at both festivals. As would be expected ghothe average WTP for those from
high income areas was more than for low incomesar€ae difference between the two

becomes more marked when willingness to pay regsogeeater than 1% of household

M Dollar amounts were calculated using the current exchargefr&6.50 to the dollar.
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income are recoded to a maximum of 1% of houselmaidme, but the general pattern
remains the same. However, given that excludingiyeaquarter of the sample is likely
to lead to sample selection bias, the upper boum®&® WWures were used in the regression

models below and in calculating total willingnesgpay.

Interestingly, a considerably higher percentagesspondents in the Grahamstown than
in the Oudtshoorn sample were willing to pay to gup the festival. A possible

explanation is that the Grahamstown festival isaomal arts festival, has been running
for longer and tends to draw more publicity and@erdiverse audience. Oudtshoorn on
the other hand is relatively recent and caters indom Afrikaans speakers. Perhaps this
results in the magnitude of externalities for thed@hoorn festival being smaller than
those for the Grahamstown festival. Also as exmkajeren the higher average incomes

for the Western Cape, mean WTP amounts were higl@udtshoorn.

The NAF 2000 study results are not directly comblerdao the NAF 2003 results, since
the scenario was considerably different. In paldicuthe 2000 study valued the whole
festival (which would have ceased to exist if ndiidnal sponsors were found) and had
only one DC question at the R5 level with a liabbe-liable Bohm interval (Snowball
2000). However, a qualitative comparison can beenkdstly, as one would expect with
a smaller good (25% of the festival as opposed@d of the festival), the percentage of
respondents willing to pay in the 2000 study waasaterably higher than the 2003
study, 92% as opposed to about 78% on averagéelndn-liable question in the 2000
study, as in the 2003 results, a higher percenthgeeople from the low income area
(94%) than the high income area (91%) were willmgpay. Both these results suggest a

relatively high degree of temporal reliability.

Stated reasons for positive and negative willingrtespay responses

One of the most important parts of any WTP questine is the debriefing section after

the WTP question in which one not only detectsduasr inconsistent results, but also

188



discovers what exactly it is about the event ordymoquestion that respondents value or
dislike.

At the 2003 NAF, a dominant reason for WTP in togvdr income area was the
perceived economic benefit: “Creates employmen®yirigs jobs”, “Jobs for the
children”, “Helps the unemployed” and so on. Futarepotential earnings, either by the
respondent or by a member of their family or thenownity as a whole, were also cited,
one respondent stating clearly that, “Others gles,jonaybe next year | will be lucky”.
Reasons for not being willing to pay to support fastival amongst the low-income
group, were quite often related to their perceileatt of financial benefit from the event:
“It no longer gives job opportunities”, “People tvitmoney benefit’, “Unemployed
should get priority”, “It benefits only white pe@sland so on. However, these sorts of

responses were a far smaller group than those whexgect to gain financially.

There was a high level of awareness amongst loaniecarea respondents of the other,
non-financial, benefits that the festival providése mostly commonly cited were that
the festival provides entertainment and contach whie outside world (“I saw people |
never thought | would”, “We see nice things, peambel clothes”), educational benefits,
especially for the youth, community pride and bimgg“life to the town” and the
showcasing of artistic talent, particularly locél&xposure for the gifted”, “Makes us

proud and love theatre”).

Reasons for positive WTP in the high-income areeevmeuch more focused on the non-
financial benefits offered by the festival, althbu@ significant number still cited
employment creation, tourism and personal and/onngonity financial gain. Many
respondents mentioned the entertainment value eofdstival (“It is the most exciting
part of the year”, “Gives us a chance to have ahgt), the benefit to local schools and
their pupils, the importance of fostering the artspecially in the Eastern Cape,
community pride and general community educatiorageas for not being willing to pay
in the high-income area were mostly related topeceived deterioration in the quality
or organization of the festival. For example, “ledtis a mess — Grahamstown is too
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small and traffic is bad”, “Too crowded and not kigd of thing”, “Quality is bad” and

SO on.

Following the Morrison and West (1986) design, M&F 2000 study asked only those
respondents who had a positive WTP, but low atteceldigures and those with zero
WTP their reasons for being willing or unwilling pmy. Reasons for support were very
similar to the 2003 study, being dominated by tlw®nemic or financial reasons,
especially in the low income area, but also inglgdinon-market benefits, like
community education, exposing people to culturépnabuilding and so on. Reasons for
a lack of support, particularly amongst low incoarea residents, revolved around the
lack of economic benefits provided by the festihk lack of involvement of black
residents and, amongst high income area residesises of quality deterioration and
commercialization — also very similar to the NAFO20study. Similar sort of results
were also obtained for the KKNK, although more meggents in both areas cited income

constraints and (in the low income area) racismeasons for non-support.

Calculating total willingness to pay

The overall willingness to pay to avoid a 25% rdaucin festival size was calculated
using the mean willingness to pay figures (bound tmaximum of 1% of household
income) for each area in Grahamstown and Oudtsho®e table 4.12 below). For
Grahamstown, willingness to pay was almost R3 arill{about $462 000) and for

Oudtshoorn R2.9 million ($446 000) per year.
Table 4.12: Willingness to pay for the NAF and the KKNK

Grahamstown Oudtshoorn
High Low Total High Low Total
income income income income
Number of people 27 548 97 219 124 767 14 400 65 600 80 000
Average number of 3.2 5.2 2.8 4.5
people per household
Total number of 8 608 18 695 27 305 5143 14 578 19721
households
Average WTP per 14.80 6.55 17.42 10.33
month
WTP per year by all R1.53m R1.49m R3.02m R1.07m R1.8m R2.87m
households

190



Although the gquestionnaire elicited individual WTBour” WTP) recent findings by

Delaney (2004) indicate that the majority of regpemts to such apparently individual
guestions are in fact providing household WTP #&gurWhile assuming that WTP
figures are for the whole household, rather thafividuals, may underestimate total
WTP somewhat, this is far preferable to the vastretatement that Delaney argues
would result if WTP figures were regarded as indiinl. In calculating the total WTP for

the NAF and KKNK therefore, it was assumed thatfipares were per household, as

can be seen from table 4.12.

2.6 Regression results

A number of statistical models were run to detemntime effects of attendance at festival
shows, current earnings and future expected earana result of the festival, opinions
and demographic factors on willingness to pay. Reswe presented below.

Statistical models

A model often used in the analysis of data with e@®ro responses and some numerical
ones is the Tobit model, a limited dependent véiabgression model. Like the Logit
model, the Tobit model is also a binary respongeddent variable model that gives the
log of the odds ratio, (hence the name, Logit), et Tobit model assumes that the
dependent variable is censored in some way. Thssicld obit model has the dependent
variable censored at zero. The latent dependemblar(Y*) is thus different from the
observed dependent variable;)(Yecause of the censoring. For data with obsemsti
clustered at a censored point (such as zero) itbkas shown that OLS estimators are
biased downwards and inconsistent (Gujerati 2003).

Yi = By + BxXj + uwhere

Y=0ifY*<0

Y=Y*ifY*>0 (Greene 2000:908)

However, Sigelman and Zeng (1999) have shown tbiathe correct model specification

to be a Tobit model, at least some of the data ieistensored. If the zero responses are
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not the result of censoring, but because of thacelsoof individuals, then the correct
model specification would be a linear OLS modele Bssumption of how respondents
make their decision is thus crucial: if respondeddgside how much they are willing to
pay, which could include negative values, thenThbit model is appropriate. However,
if respondents decide whether they are willing a9 pr not, and then, if they are willing
to pay, how much they will contribute, no censorirag taken place and the Tobit model

is not appropriate.

As Epstein (2003) has pointed out, it is theordicpossible for respondents to have
negative values for a good — that is, that one Wavwikh to take money away from the
good, or be paid compensation for putting up withtiis thus possible that people not
willing to pay to prevent the festivals from getfismaller actually experience negative
externalities associated with them. The assumpmi@would have to make is that some
respondents with a negative willingness to pay a@etstheir responses to zero.

Linear ordinary least squares (OLS), log-linear hodit models were run as well as the
Tobit model. Results (contained in appendix 2) stabthat the coefficient signs were the
same as for the Tobit model, but the magnitude thuad significance) of the coefficients
were smaller. This suggests that the methods utiieg OLS technique are bias
downwards and that the Tobit model is the corrpet#ication. The results of the Tobit

models are presented below and discussed.

Variables

The dependent variable in both studies was the atrtbat respondents were willing to
pay to prevent the festivals from getting 25% o#%&G8maller. In order to prevent any
upward bias, WTP amounts were recorded as thedamtunt that the respondent
definitely agreed to, not the cell mean. So, faaregle, someone who agreed to the R10
bid, but not the R20 bid was not coded as WTP = @%5s often the practice), but WTP
= R10. For very high and low amounts responsedbased on the open-ended questions

(“What is the maximum amount you are willing to 8y
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Despite the lack of data for some households, it fvillingness to pay amount was
limited to 1% of stated household income or, fayséh who could or would not provide
household income figures, 1% of the average houdehoome for their area (WTP
bound). This method, while defensible as a meamsake willingness to pay bids more
realistic, may have introduced some bias. Howawedels run with unbound willingness
to pay figures did not show any startling coefintieifferences (signs were all the same,

but with some small changes in magnitude).

A method of evaluating income is to use expendiaéa and was considered as an
alternative to what were expected to be fairly labde stated household income figures.
However, it was decided that this was too cumbees@mmethod to use during a
telephone survey and since both Oudtshoorn anda@rstown can still be divided into
high income and lower income residential areaseedjiure on housing was used as an
indication of income. An area variable, coded dsrllow income areas and 0 for high
income areas was thus used as a proxy for incomeaf be seen from the qualitative
demographic results, area also correlates strongith racial and language
characteristics. In the regressions run for eaeh,drousehold income was included as a

further check of internal consistency.

Demographic variables were quite often highly datexl with area, as the qualitative
results show. In order to avoid multicollinearitnly age in years and sex (coded as 1
more males and zero for females) were includedriérip it was unclear whether age
would be negatively or positively correlated witlilwgness to pay. Older people could
be argued to have more income and more culturalataiihnus suggesting that they would
be willing to pay more. However, younger people rbaymore attracted to festival-type
events and there is some evidence (Snowball anaBud 2003) that NAF audiences are
becoming younger. Sex was also an unknown quaatitypugh early studies at the NAF

(Davies 1987 and 1989) show a greater percentagieroin festival goers than men.

Years of formal education were not significant iy af the models and education was
not included as a variable in the final specificatiFindings in many other studies on the
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characteristics of people who support increasedfanding, however, do show education
as an important determinant of willingness to @poks (2001 and 2004) and Rushton
(2004) find that higher levels of education areoagded with both support for increased
government spending on the arts and with privatgations to arts organizations in the
United States. This supports the idea, presentetapter two, that cultural capital, often

obtained via formal education, is needed to makanimg of or appreciate the arts.

The insignificance of education in explaining witliness to pay in the South African
case could have a number of possible explanatirsly, one could argue that the wide
variety of shows offered at the festivals allow &orange of levels of engagement, so that
shows that require large amount of cultural capitabe understood can be avoided by
people without it in favour of more easily accelsientertainment. This, however, does
not take into account the many different sortsufural capital present in South Africa —
some of which may not be directly related yearsfamal education, but rather to
traditional upbringing and informal education. Tihmsght be the case especially where
strong oral traditions are still operating. A muctore complex measure of cultural
capital, including informal and traditional educetj would thus need to be used in order
to gauge accurately the relationship between esiurcand willingness to pay to support
the festival.

Attendance at free shows was measured as the nwhfvee shows attended plus hours
spent at (KKNK sample) or number of visits to (NAfample) the craft market.
Attendance at ticketed shows was measured as thbarwf ticketed shows attended by

the respondent during the festival.

For inclusion in the regression, positive sentiraegxpressed in the opinion question
were given a score of 1 and negative or “don’t khawswers scored zero. Because of
the change in opinion question 5 (as outlined earh this chapter) in the Oudtshoorn
pilot study, KKNK results included only opinion ggi®ns one to four, while the NAF
opinion variable included all five opinion questonit was expected that positive
opinions would be related to a greater willingriespay.
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Seaman (2003a) suggests that, in addition to cdueamings, WTP figures may be
capturing some future expected economic benefitserefor the respondents themselves
or for their families and children. Given that bdfludtshoorn and Grahamstown are
relatively small towns with little industry, toutisvents like arts festivals are one of the
few opportunities available for earning additionatome and willingness to pay to
support them might reasonably be expected to haweething to do with economic
benefit. However, as reported above, very few edil actually have current earnings
from the festivals, especially in low income are@s.an attempt to test the theory that
future earnings, as well as current earnings atienportant determinant of willingness to
pay, those respondents who cited economic bengdlts, improved income and so on
either as their reason for being willing to pay neentioned this aspect of the festival as
being important in the open-ended comments seatitime end of the questionnaire, were

coded as 1, and 0 otherwise (“jobs” variable).

As a test of internal validity, a scope variableswacluded, coded as 0 for the 25%
scenario and 1 for the 50% scenario. It was expeittat the scope variable would be
positive, indicating that the larger the good berafyed, the greater would be the “price”

they were willing to pay for it.

Results

The following interpretation will focus on the Tébmodel results for the whole
Grahamstown sample and the whole Oudtshoorn saaspheell as for the Grahamstown
sample divided into high and low income areas. Resid the logit, log-linear and OLS

models are contained in appendix 2.

The Tobit models were run in order to examine whiariables are significant in
determining whether a person is likely to be wdlito pay or not. Results for the
combined models are presented in table 4.13 beldw. NAF model for both areas
combined performed fairly well for cross-sectionfata, the adjusted R-squared being
0.55 and six of the nine variables being statiljicaignificant. The KKNK model
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performed less well with an adjusted R-squared mf ®.21 and fewer significant
variables. This is probably the result of a muchakken sample size at the KKNK and
because of ongoing questionnaire design during i study stage of the research.
Like the logit model, Tobit model results can in ibpéerpreted in two ways from the
coefficient results which give In(P/1-P): Firstthe probability ratio can be computed by
taking the antilog of the coefficient and secontliy actual probability (P) can be

computed.

The NAF area variable is negative and significastexpected, given the negative
relationship between willingness to pay and houkkimcome. The model shows that,
holding other things equal, the probability of lgewilling to pay to support the festival if
you are from the high income area is close to od®9). Although not always
statistically significant, the sign on the areaiafale in all the models used was always
negative. The demonstrated negative relationsHipdsn WTP and income is also useful

as an internal consistency check (further discubséalv).

Table 4.13: Tobit models for the NAF and KKRIK

Variable NAF (n=192) KKNK (n = 86)

Coefficient Std Error Coefficient Std Error
C -5.951661 5.911155% -10.409%9 15.06212
Area -5.611982** 2.261815 -8.713464 6.867261
Attendfree 0.395248* 0.223324 0.615533 0.616128
Tickets 1.480079* 0.903071 1.400896 2.154035
Earnam 0.001210%*=* 0.000131 -0.00017b 0.000287
Jobs 5.578118*** 1.480566 20.27518** 5.676934
Opinion 3.252981*** 0.972580 6.082695f 3.245468
Age -0.074805 0.048832 -0.33248571* 0.145763
Sex -2.771382 2.170746 6.669071 5.872537
Scope 2.524016 1.956391 4.783475 7.276156
Adjusted R- | 0.5515 0.2070
squared
F Statistic 27.6384 3.6187
Probability | 0.0000 0.0008
of F stat
Mean WTP | 9.93 14.25

Quasi-maximum likelihood covariences and standard errorpuwi@ah using the Bollerslev and Wooldridge

(1992) method.

12 Significant at the 1% level ***
Significant at the 5% level**

Significant at the 10% level*



Table 4.14 shows the results of the separate Trelitessions for the high and low
income areas in Grahamstown. The household incamable is only significant (at the
1% level) in the low income area, where it is pesit(as economic theory would
predict). A R1 increase in monthly household incomethe low income area thus
increases the probability of being WTP 1.0028 tinheghe high income area, household
income is not significant. This is probably becausé&h higher average incomes, the
WTP amount makes up a smaller percentage of theehold’'s total budget and, once

some threshold level has been passed, WTP is imoanly determined by income.

Table 4.14: NAF Tobit model results for high and loaome areas

Variable High income area (n=76) Low income area (n=116)
Coefficient Std error Coefficient Std error

C -10.29497 10.45264 -2.721632 2.845Q17

Attendfree 0.432723 0.512656  0.3415577* 0.1370[7

Tickets 2.030649* 1.106124 -1.48303Q* 0.801460

Earnam 0.001256*** 0.000133 0.00099D 0.001339

Jobs 5.648460 3.682708 3.755013*%* 1.020313

Opinion 5.012896*** 1.891089 1.271433F 0.488011

Age -0.117866 0.116292 -0.0627407* 0.0316B82

Sex -7.243839* 4.380567 -0.684072 1.299603

Scope 6.405779 4.551720 -0.600940 1.088526

Household -0.000298 0.000218 0.002819*%* 0.000823

income

Adjusted R- | 0.5381 0.2645

squared

F Statistic 10.9527 5.7209

Probability | 0.0000 0.0000

of F stat

Mean WTP | 15.20 6.48

Brooks (2004) finds that income is positively rethto private donations to the arts (as
one would expect), but not with direct governmamtsort. Rather, it is the ideological
position of the person that influences their suppor government aid to the arts most
strongly. For example, in his study, liberal, Chais, European-origin people are most
likely to be in favour of government support. Rush{2004) also finds that per capita
income is not a significant factor in determinindgpether the respondent will vote in
favour of a tax increase to fund further arts supgalthough there is a positive

correlation), but that his/her political party isignificant determinant.
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Interestingly, Rushton (2004) finds that there issignificant positive relationship

between African-American people and votes in favoluincreased taxes to support the
arts. However, he notes that cultural institutionshe Detroit area where the study was
conducted are still somewhat segregated by raagogand that support for the arts could

thus be related to the specific institutions, rathan to a general trend.

Both the KKNK and NAF Tobit results show that oping about the festivals, relating to
their educational potential, generation of cividdpr and so on, are a significant
determinant of whether or not a respondent isyikelbe willing to pay. An increase in
the opinion score of one unit increases the prdibamf being willing to pay some

amount nearly 26 times at the NAF. Opinions wergnificant determinants of

willingness to pay in both the Grahamstown high &owd income areas as well. These
results suggest that the willingness to pay figaran indication of the value of positive
festival externalities. However, this result doed axclude the idea that WTP figures

may also be capturing something else.

As suspected, Seaman’s (2003a) suggestion thaberorconsiderations may also be
captured in the willingness to pay figure are booné by the data. At the NAF festival,
the amount of money earned at the festival (eawvenable) and the respondent’s views
on the economic benefits that the festivals cawigeoto themselves, their family or the
town as a whole (jobs variable) are both positivel aignificant determinants of

willingness to pay.

An increase in current earnings of one Rand alNthE increases the probability of being
willing to pay 1.0012 times. The variable is smmkause relatively few people have any
current earnings. Earnings were a significant deiteant of willingness to pay in the
Grahamstown high income area, where most of theiregs occur, but not amongst the

low income area respondents.

The “jobs” variable (coded as 1 if economic or fingel gains were mentioned, zero
otherwise) was highly significant (1% level) at bbdestivals. The probability of being
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willing to pay if the respondent mentioned finahag@ins was close to one at both
festivals (0.99). It appears that the hope of ®ifurancial gain is a very important reason
for being willing to pay and that, as Seaman suggése willingness to pay figure is thus

capturing some of the expected economic impactedis w

In comparing the jobs variable between high and ilegome areas it is not surprising
that, while it is positive in both areas, it is pal significant determinant of willingness to
pay in the low income area. This suggests thatareas where cultural events are
associated with increased tourism and income andrevlthere is a high level of
unemployment (low average income), willingness &y figures will also be capturing
some of the value of expected future financial gain higher income areas where there
are current earnings from cultural tourists, ifiso likely that financial impacts will be

captured by WTP studies.

Attendance at free and ticketed events was foundetoa positive and significant
determinant of whether or not respondents wouldviéng to pay. Attendance at one
more free NAF show increased the probability ohgewilling to pay 1.5 times and was
significant in the low income area, but not in tiigh income area. Attendance at one
more ticket show increased WTP probability 4.4 sraed was positive and significant in
the high income area. Given the different attendgpeatterns of people from these two
areas, this is not surprising, since qualitativulis show that the ratio of free to ticketed
show attendance is much higher in the low thanha ligh income area, while high
income area residents attend more ticketed sh@wguzzling result is the negative sign
(significant at the 10% level) on the tickets vahain the low income area, suggesting
that attendance at one more ticketed show by rekgmds in this area is associated with a
lower probability of being willing to pay. Possibllgis has to do with the quality or type
of ticket shows attended by people from this awrais related to the distribution of

sponsored tickets for these shows.

Demographic variables were not statistically sigaifit in the combined Tobit model
regression, but both had negative signs, indicatmegolder people and men were less
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likely to be willing to pay to support the NAF. (Agvas negative and significant at the
5% level at the KKNK). Separate regressions shothhatiage was significant in the low
income area, a one year increase in age beingiasxbavith a 1.06 decrease in the
probability of being willing to pay. The age resigitpossibly related to lack of use value
or, as some respondents indicated, irritation owge and congestion and disapproval of
some of the more explicit show advertisements. Tésult is consistent with the

increasingly young audiences at the NAF.

As mentioned above, the Grahamstown festival haaya attracted more women than
men, particularly to the craft markets and art bitlans. The sex variable was negative,
but only significant (10% level) in the high incoraeea, showing that the probability of
being willing to pay if the respondent was a fenfaten the high income area (holding

all else constant) was close to one (0.99).

In conclusion then, the regression results showtttgaprobability of being willing to pay

to support the NAF depends on one’s opinions abdutational value, future use value
and civic pride that the festival generates as a®kttendance at ticketed and free shows.
In addition, however, respondents’ current earniagd beliefs about the future job
creation potential of the event are also importiterminants of willingness to pay, as

are, to a limited extent, demographic variablés ge and sex.

2.7  Tests for internal validity

As discussed above, there are a number of waystdadr the validity of WTP responses.
Internally, WTP figures should be sensitive to sc@md have a negative relationship

with household income and “price” or bid amount.

Both studies included a split-sample scope te$grniag to a 25% or 50% decrease in
festival size — simply defined as fewer shows awdef visitors. Given the wide range of
festival events, it was felt that a more speci@sctiption of the exact number of shows

on the Main and Fringe, free events and craft mastatls would prove too laborious and
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extend the time of the telephone interview by toacin The scope variable, coded as
zero for a 25% decrease and one for a 50% decireéesstival size, was not significant in
any of the regressions. One could argue that thgores given for not being willing to
pay would not depend on festival size. Howeveg likcome, the size of the good should
matter to those who are willing to pay somethinge TGrahamstown scope variable is
positive in the combined Tobit model and approaghsmgnificance (at the 20% level).
The coefficient interpretation shows that if respents were given the 50% scenario,
they were 1.17 times more likely to be willing taypand that the probability of being
willing to pay (holding all else constant) for th@% scenario was 0.54).

Arrow et al. (1994), in their comments on the NOAfoposed rule on natural resource
damage assessment, require WTP responses to bguadely” responsive to scope, but
also point out that is the definition of “adequate”dependent on the context of the
research and ultimately a ‘judgment call”. Factetgch would reduce the sensitivity of
WTP bids to the scope of the good include suchgtias risk, that is, whether
respondents believe the proposals would be efie¢@arson 1997), and the fact that the
saved resource might not be considered a perfdudtigute for the original resource
(Smith and Osborne 1996). Foster and Mourato (2@08) cite Poe et al. (1994) as
showing that non-overlapping confidence intervalsld lead to an “understatement” of

the confidence interval in scope tests.

In the case of the NAF, it is quite likely that teemewhat vague description of the
change in the size of the good and the relativelglisdifference between the two sizes
(25% and 50%) could be expected to produce a pesibut not significant difference in
willingness to pay. In this case, a positive scapefficient, approaching statistical

significance is judged to show a reasonable sgitgitf the data to scope.

13 KKNK scope results were mixed and far from significant ptip as a result of small sample size and

guestionnaire design problems.
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As discussed in the previous section, all modetsveld a negative relationship between
area (used as a proxy for income) and willingnespdy and the relationship was
statistically significant in the Tobit model. Alshpusehold income was shown to be a
statistically significant determinant of willingreeg¢o pay in the low income areas (a

positive relationship as one would expect).

The final internal test regards the price of the@djyothat is, as bid amounts increase,
fewer respondents should be willing to pay the amhainat is, the probability of a “yes”
response should decrease. As the following nonmpetrec data for the NAF shows, as
bid amounts increased, the percentage of respadaiihg to pay the amount fell.
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Figure 4.3: Percentage of NAF respondents WTP at eachrbalint

In addition to the internal validity tests, NAF v#is were compared to an earlier study
(test for temporal reliability) and the KKNK stuaynducted in the same year, but at a
different, comparable festival. The results of thgsalitative comparisons do not show
any marked differences that cannot be explainedchgnging circumstances or the

differing nature of the two festivals. The studyighappears to pass all validity tests,
suggesting that results are relatively unbiased.
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2.8  Concluding remarks

The argument that arts sponsorship benefits omywdalthy minority of society has not
been well researched, particularly with regardhe positive externalities that the arts
generate. By conducting willingness to pay studaeshe National Arts Festival in

Grahamstown and the Klein Karoo Nationale Kunstesia Oudtshoorn, it was shown
that, although European-origin people from highome areas attend more ticketed
shows and gain more in terms of festival earnipgsijtive values also accrue to African-

and mixed-origin lower income area residents.

Seaman’s (2003a) conclusion that one cannot singulgn economic impact and
contingent valuation studies to get a “full valoati is partly borne out by these results.
The studies reported on here did not attempt toutate the total non-market value of the
festivals to all interest groups, but only the eabf festival externalities to Grahamstown
and Oudtshoorn residerifs.However, there is a strong indication that, feergs with
significant financial as well as non-market gainglingness to pay studies are capturing
current and expected future financial gains as.Wélls, if one were to try to derive a
“full valuation” from willingness to pay and econarmmpact result, one would have to
discount willingness to pay figures for those rexfents with current or expected future
earnings from the event before adding them to ttem@mic impact figure in order to

avoid double counting.

Should the governments of developing countries spothe arts? Based on the above
data, the answer is yes, because it has been shaiyras well as European-origin high
income area residents, African and mixed-origin lodome area residents also do attend
and value arts events. It is interesting to speewdether the recent funding changes at
the National Arts Festival are to some extent alya@flecting these conclusions, in that,

as Festival audiences have become more diversdic gubding has increased, while

141t should be noted that the value of the externalitiesiged by the National Arts Festival obviously
extend beyond the local population. However, the studgsgded to complement the economic impact
figures, which were calculated for the Grahamstown regidy
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private funding has waned. Perhaps, rather thangtrio “sell” high income festival
audiences to private sponsors and advertisers,ch fnetter case can be made for the
public funding of arts events on the grounds thaiytdo provide benefits, both market
and non-market, to low income groups. Thus, iflpubunding to arts festivals is
withdrawn, resulting in the discontinuation of #nents, it will not be primarily the high
income area residents, who can afford to travénger centers to consume the arts, who
will lose most. Rather, the majority of low incomesidents, who rely on these festivals
for both positive cultural externalities and finalcgains, and who have no available

substitutes, will suffer the greater decrease éir thvelfare.

A problem with WTP scenarios however, is that, sslthe good in question is described
in some detail, or a large number of different sadare run, the results are not very
informative about exactly which attributes of tlemposite good respondents value most.
In the case of the NAF for example, organizers wanto increase the participation of
African-origin people would need to know what dutiie/s of the Festival they should
change. First used in transport economics, thedtoice, or choice experiment method
is beginning to make an impact on cultural econsnaicd, while few studies of cultural
goods have yet been published using this methololds great promise, not only in
providing a more detailed valuation of the varicattributes of a good, but also in
controlling for some of the forms of bias detecite®VTP studies. Chapter five discusses
this method and a study conducted at the NAF irB200
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CHAPTER 5:PART | 1°
CHOICE EXPERIMENT METHODOLOGY AND LITERATURE REVIEW

Chapter 4 has demonstrated that contingent valuyatioat is, willingness to pay,
techniques can be used to show that events likel&fe do generate significant positive
externalities or non-market benefits. However, ¢her great need for a more detailed
analysis of the valuation of such events to diffiérgender and population groups. The
relatively new stated preference or choice expertnf€E) methotf seems to be very
useful in this regard. While this method has bessduor some time in other branches of
economics, it has only recently made its appearantige cultural economics field. The
following chapter discusses the methodology of ¢heice experiment technique and
compares it to the willingness to pay method. Rad presents the results of a study
conducted at the 2003 National Arts Festival (NARY demonstrates how the results can
be used to evaluate the various parts of the Fesiivdifferent population groups. It

concludes with a cost-benefit analysis (CBA) of éitieibutes that make up the Festival.
1. METHODOLOGY

Choice experiments were first used in marketing madsportation literature and arose
out of conjoint analysis used in these fields @mhktated preference methods), but were
different from the usual conjoint analysis becauvsgpondents were asked to choose
between “bundles” of options, not to rate or rané&nm (Adamowiczt. al. 1998:64). In
stated choice (SC) experiments customers are pessenith sets of alternative
combinations of attributes (or characteristicspdfgood” and are asked to choose their
most preferred alternative. Choices by customesm fsets of alternatives reveal the
trade-offs they are willing to make between NAFRibktites. Since each individual is
asked to choose one alternative from the choiceRamtdom Utility Theory (RUT) is
used to model the choice as a function of thebaiei levels.

15| would like to thank Prof Ken Willis of the Univergiof Newcastle upon Tyne for his help with this
section.

6 While willingness to pay studies are also part of statefépence techniques, as opposed to revealed
preference methods (like travel-cost or hedonic pricing)teime ‘stated preference’ (SP) has come to be
used to refer mainly to choice experiments.
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According to Hanley eal. (2001:438) choice modeling (CM) has 4 mainraléves;
choice experiments (that provide the most infororatabout attributes and welfare
consistent estimates, if they include a status apten), contingent ranking, contingent
rating and paired comparisons. They then identiteps in a choice modeling exercise.
Firstly, literature reviews, focus groups and expensulting is needed for the selection
of relevant attributes, one of which is price (ttma& WTP calculation). Secondly, pilot
surveys are needed for the assignment of feagiédistic attribute levels. A complete
factorial design provides the best information (maffects and interactions) but often
results in a very large number of combinations.ckoaal factorial designs are more
often used, with some loss in estimation power @liothe interactions will be detected).
The fourth step is the grouping of profiles intoorle sets, then choosing the survey

procedure (rankings, ratings or choices) and fineloosing the estimation procedure.

The CE approach was originally developed by Lowiend Hensher (1983) and has a
common theoretical framework with dichotomous ckotontingent valuation in RUT,
which assumes that individuals will make choiceselaon the attributes and attribute
levels (an objective component) along with somerelegof randomness (a random
component). This random component arises eitheause of randomness in the
preferences of the individual or the fact thatrémsearcher does not have the complete set
of information available to the individual. Thality function can be specified as:

Uj = Vi + &
where =V is a non-stochastic utility function ang is a random component. If it is
assumed thaV¥ is a linear utility function thelv; = X' f. It is assumed that each
respondent gains some utility from each attribsie,the choice of one option over
another indicates that the utility gained from th®sen option is greater than that from
the alternative. The trade-offs made between ate#) leading to the choice of the
preferred option, can thus be calculated usingssitl techniques (Willis 2002b).
The conditional multinomial logit model (CLM) is deed by placing restrictive
assumptions of the random component of the utibtyor disturbances are assumed to

have a Type 1 extreme value distribution with tleribution function
exp(-exp( < ))
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Selecting an alternative is expressed as
Uj >maXkeci,k Uik
From the Type 1 extreme value distribution, thebpimlity of choosing an alternatiye
amongn; choices of individual
Pi(j) = PIXjf+ & > maxkeci(X'jp+ ofegj)
= expKipB)/ Zkeciexp K'ip)
(Willis and Garrod 1999)
An assumption of the CLM is the independence @lawant alternatives (l1A) property,
which states that “the relative probabilities obtapinions being selected are unaffected
by the introduction or removal of other alternasivéHanley et al. 2001:439). IIA
assumes all cross-effects are equal, so thatat@os of the NAF gains in utility it draws
shares from other NAF sections in proportion to therent market share of these
sections. Different assumptions about the ernon tiead to different multinomial logit
models. A distribution ofg; that is independent and non-identical leads to a
heteroskedastic extreme value (HEV) model; whilstnxed logit (MXL) permits
parameter heterogeneity by allowing the randomrecamponents to have different

distributions.

The multinomial logit (MNL) model can show differegs in taste related to socio-
economic variables, which can be included, butcgsithey remain the same for all
choices) only as interaction terms (dummy varigbl€som the parameters obtained,
estimates of WTP for each attribute can be madel@yaet. al. 2001:439 — 441). The
individual’s utility for each attribute (called gaworths) can thus be estimated as well as
the value of the program as a whole - simply the s all the values of the various
attributes (Willis 2002b:643). However, taste caryvamongst people with the same
socio-economic variables and the mixed logit masl@ble to capture this “heterogeneity
in taste” (Eggert and Olsson 2004:6). The Washimddx® marble monuments study
(discussed below) used such a MXL model (statistiezthod further discussed in Morey

and Rossmann 2003).
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Estimates of WTP for a change in each attribute lmarcalculated by estimating the
marginal rate of substitution between the particaliribute and the price attribute. This
is the rate at which the respondent is willing rade off money for an increase in the
particular NAF activity being examined. The estimmas obtained by dividing the
coefficient of the attribute by the price attribetefficient (Eftec 2002).

2. A COMPARISON BETWEEN CHOICE EXPERIMENTS AND CONT INGENT
VALUATION METHODS

Choice experiments (CE) have a number of advantages contingent valuation (or
willingness to pay) methods. Firstly, they can dibscthe good’s attributes and the trade-
offs between them more accurately than contingahiation methods (CVM) and one
can then value these attributes separately andombination, thus “they allow the
researcher to ‘value’ attributes as well as situati changes” (Adamowicet. al.
1998:65). Hanlet. al.(2001:447-8) agree, adding that, while the sassalts could be
obtained by including a number of CV scenarios witlifering attributes in a
guestionnaire, this is a more “costly and cumbersoatternative to the CE approach.
For example, the WTP for changes in the levelsasious attributes of a good could be
valued using the using WTP methods, but only byuioiog a number of different
scenarios in each questionnaire or by having matfgreint questionnaires. CE is thus
better for measuring the marginal values of chamgesparticular scenario and may thus
be more useful in multidimensional policy desigrdan setting taxes (Hanlegt. al.
2001:452).

Secondly, choice experiments, with attributes bloigher and lower than the current
value, allow one to work out willingness to accepmpensation for loss (WTA) without
all the endowment effect problems of CV (Adamowatzal. 1998:66). As discussed in
chapter 4, the NOAA panel (1993) recommended th@tAWheasures should not be
used, since such figures are not constrained byrdbpondent’'s budget and may be
limitless. However, a willingness to accept meastoe example a drop in taxes in
exchange for a decline in the provision of somelipufpood, may be very useful in

making budgetary allocation decisions.
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Adamowicz et al(1998:71) conducted a study on WTP for the praiacdf the habitat

of woodland caribou using both a CE and willingnésspay studies. After separate
analysis, the data sets were combined using achksgji tree structure. The results show
that the two models don’t have significantly diffat error variances or parameters on the
marginal utility of income. Also the welfare valufem the CE had smaller variances
than the CV model.

Hanley et al (2001:448) and Adamowicz et al. (1996) also padot that, since
respondents are focused more on the trade-offs eeetwchoices, rather than on
willingness to pay, CEs may limit some of the pesbs, like warm glow, protest bids,
strategic behaviour and “yeah saying”, found witle {CVM, “but this has yet to be
demonstrated”. Willis and Garrod (1999:75) foundttstrategic bias and free riding were
reduced when using choice experiments to valudaweflow alleviation programs of
certain UK rivers to recreational users, as congpswaising CVM.

While the well-known hypothetical bias in CV stusli€discussed in chapter 4) is
probably also present in CE studies, since theyadoem of dichotomous choice CV, it is
possible that one of the advantages of CEs isttteat have a “natural internal scope
test”. While the internal test is weaker than theemal one, a study by Foster and
Mourato (1999 cited in Hanlegt. al. 2001:451) found that CEs showed much stronger

sensitivity to scope than did a similar CV study.

Willis and Garrod (1999: 75) suggest that, sinces QiEovide a much more detailed
description of the good than CV and present it fioranat similar to the price-quantity
trade-offs that consumers have to make each dagould provide a more accurate
valuation of the good than the willingness to paynfat. Nevertheless, the method is

prone to various forms of bias.
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3. POTENTIAL FORMS OF BIAS IN CHOICE EXPERIMENTS

3.1  Status quo and endowment effects

Adamowicz et al(1998: 73) found that “the utility associated wittoving away from
the current situation [the good as it exists as@ng] is negative and significant” and that
this shows either status quo or endowment effeas.bSimilarly, Willis and Garrod
(1999:76), in a study using choice experiments,rayabother methods, to determine the
value to the general public of increased flow ataie rivers in the UK, found that over
40% of respondents selected the status quo o@iahthat the coefficients on the other
options were negative and significant, indicatifeatt “there is a negative utility
associated with changing from the current situatmone of the other alternatives — this

is regardless of any utility respondents may havelfe attributes of these choices.”

An explanation for this effect (also found in caomtent valuation responses) is that
people don't trust the administration to use theneyofor the stated purpose or that they
have the resources to carry it out. It could also tbat when the choice is too
complicated, or the respondent is tired, they cbdbe current situation because they are
“unsure about the value of the trade-offs they wdé willing to make” or as a form of
protest (as with “protest zeros” in CVM) (Adamowietz al1998: 73). Willis and Garrod
(1999:78) suggest that respondents might simplye hepsychological preference for
things as they are, rather than some uncertainefistiate and that careful pilot testing can
detect cases where the current situation is chbeeause of confusion over the choice

experiment.

Adamowicz et al(1998:74) note that this form of bias could beided simply by not

including a status quo option (as in the urbanssgase study below). However, this
would make welfare analysis difficult, since themould be no “base” to compare
changes with. In general, commentators seem tedbed, while a status quo option will
probably provide some bias, it is a necessary boae is to have a starting point from

which to calculate changes in welfare.
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3.2  Complexity and choice consistency

Hanley et al. (2001:448 — 50) identify a numbeotifer problems with the CE approach.
One of the most important is that there is sigaificevidence that if too many choice
options or too many attributes are used, resposdeiit get tired of undertaking the

complex mental task of calculating marginal uglibased on trade-offs and will begin to
use heuristics or rules-of-thumb to answer the tiues leading to some seemingly
irrational choices and increased random errorss lthus important to include some

consistency checks in CEs and to limit the numberlavel of attributes included.

The issue of how increases in the complexity ofiad® facing respondents affects the
consistency of their decisions is further explobgdDeshazo and Fermo (2001). They
find that both the number of attributes and thaatmm in attribute levels can have a
significant effect on “complexity-induced choicecansistency” that can over or under
estimate welfare measured by as much as 30%. &r atbrds, as the choice experiment
becomes more elaborate, as they are quickly wortotothe reliability of the results

decreases beyond a certain threshold level.

Abley (2000) suggests that if “simplifying rules tfumb” are used by respondents to
make complex choices (for example choosing theceheet with the highest value for
their most important attribute without considerirgher attribute levels) this has
implications for the level of information being asky respondents. That is, although the
researcher may have provided what she regards aptanal level of information for
making an informed choice (as discussed in chapgderthe respondent may be
disregarding large parts of that information legdim apparently irrational or inconsistent
choices. Abley (2000) also sites other cases irchvhespondents add to or “embellish”
the information provided (particularly if it is texal or verbal information) using past

experiences and their own knowledge.

Deshazo and Fermo (2001) suggest two ways of dbngrofor such bias. Firstly,
extensive pilot testing, to determine the optimamber of attributes and levels is
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required and, secondly, when the results are amdlythey recommend that such
problems be identified and controlled for usingegéeloskedastic logit model.

De Sarbo et al. (2004) however, suggest that theeiss a more complex one and find
that preferences change considerably over the sequs responses. That is, preferences
expressed at the beginning of the survey are nagistent with those made in the last
choices. They suggest a model for determining sabange points” but acknowledge

that it is unclear which observations reflect tpueference.

“It may be that experts and highly involved respondenis tfieir most accurate responses early
(before fatigue sets in) and novices and less involvgmbnetents their most useful responses late
in the sequence ... after they develop a defined preferencaistfu@@e Sarbo et al. 2004:204).

Adamowicz et al. (1994) however, found evidencd tha underlying preferences used
to make choices in a hypothetical choice experimesre very similar to those used to
make actual decisions. The results of their studytlee determinants of choice of
recreation site which used both stated and revgaksfgrence data, “lends support to the
use of this stated preference technique, at leaghé measurement of use values”
(Adamowicz et al. 1994:289).

Discussions about the levels and use of informa#éiod choice strategies have been a
feature of contingent valuation research for some.t For example, in the List and
Shogren (1998) and List and Gallet (2001) studiestraned in chapter 4, it was found
that the more respondents knew about the good i(Exp® those provided with more
information) the less would be the so-called hypttal bias. The repeated choices that
respondents are asked to make in CEs has simpigusdd attention on exactly how
these hypothetical choices are made and whethgratteelikely to be consistent or not.
CEs have provided a new opportunity to study comsuchoices and all commentators

agree that much more research is needed in ttas are
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3.3 Individual valuation and summation

In order to calculate overall WTP for a good, oas to assume that the value of the good
is equal to the sum of its parts, that is, thatdlere no substitution effects and that no
major utility providing attributes have been lefttoThis may however, be unrealistic, as
in the Yorkshire Dales study, where significant sithtion between attributes was
detected. Hoehn and Randall (1989) investigatedWee-valuation of public goods as a
result of using independent valuation and summafids) in CV studies — that is,
valuing independent public goods separately andh thienply adding their values
together. They use an effective intuitive exampmeskplain their theory — that of the
valuation of endangered species. Separately vakeh species might show a positive
cost/benefit ratio, but, given that there are tlamals of endangered species, the collective
WTP to protect all of them, obtained by IVS, mid¢dhve even the most ardent wildlife
supporter feeling fleeced.

Hoehn and Randall (1989:550) conclude that therevoours at a very basic level —
simply that there are limited resources and unéchitvants and that, given our limited
productive capacity, this imposes substitution @feon us. They suggest, without much
enthusiasm, that sequenced valuations might proaitetter alternative, but as Willis
(2002b:639) points out, sequencing introduces gihallems, as goods valued first, tend

to be given higher values than those further ddvenlist.

Perhaps this is one area in which choice experinemhich focus on a number of
different attributes at the same time, can defiyis®lve one of the problems associated
with CV. However, as a check, Hanley al. (2001:449) suggest that a CV study of the
whole good should also be included and comparel th# additive CE value obtained
(as in the Washington monuments study discussevipeWillis (2002b:640) concludes
that, “Whilst the simultaneous approach will cotheaneasure the total benefits of a
conservation scheme, the sequential approach iBsssaxy in valuing a multi-attribute
good when policy is concerned with identifying het sites or elements to add to the

conservation program over time”.
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Finally, it has been shown that welfare estimatemfCE studies are sensitive to study
design. Like CV, information given to respondemishie form of photographs and textual
descriptions are not neutral and affect the outsore addition, the method used, for
example, choices versus ranks, and the numberaifelasks per respondent, also have

significant impacts on the results (Hanley et @02450).

4, CHOICE EXPERIMENTS AND CULTURAL GOODS

Whilst contingent valuation techniques have beedelyi used to value environmental
goods (see Navrud and Ready 2002), there are féohispad applications of choice
experiments to the analysis of the conservation @ogision of cultural goods. As the
method gains in popularity, the quantity is surantcrease and a number of works in
progress were presented at the June 2004 Assaociaifo Cultural Economics
International (ACEI) conference (Ringanti et alinganti and Nijkamp). The following
section reviews the published papers in this area.

One of the earliest (and seminal) choice experimm&ds conducted by Louviere and
Hensher (1983) who examined the effect of attribwated ticket price on attendance at a
proposed bicentennial international exposition us#alia. Attributes included cultural
exhibits, technological displays, food and drinksni different nationalities, shows and
amusements (rides and games) and location. Resmisndere asked which exposition
they would prefer to attend, given various attrébldvels, including variation in ticket
price. A “stay at home” option was also included &arious demographic variables, like
sex, age and household size were recorded.

Using a multinomial logit (MNL) model, the study svahus able to predict what the
attendance figures would be given various changestribute levels. The demographic
information was used to predict what sort of peopleuld attend any particular
exposition. For example, larger households and snalere less likely to attend than
smaller households and women. Younger people wearee dikely to attend if more

shows, amusements and foods and drinks were offevade older people favored
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cultural exhibits more. Although the exposition weesver held (hence the results could
not be verified) Louviere and Hensher (1983) codelwhat choice experiments are a
useful way to predict consumer demand for multiaite cultural events, particularly in

cases where the event is unique and no markeesetzs.

A more recent study (reported in Garrod and WIilB99) is that of the Yorkshire Dales —
many of which were designated Environmentally SemsiAreas in 1987. More intensive
farming is putting the picturesque Yorkshire coysile under threat. Traditional
farming practices, while less efficient, do not @auch a detrimental effect on the land,
which is characterized by a number of featuresistbhical and cultural importance, like

stone walls, field barns, rich hay meadows anddieaved woodland.

The Dales study was conducted in two phases. fisttontingent ranking experiment,
followed by an open-ended willingness to pay questias used. 300 households in the
area and 300 visitors were randomly selected aondiskeight paintings of the Dales —
each painting showing different land-use alterreaj\including the status quo (“today’s
landscape”) accompanied by a literary descriptiespondents were then asked to rank
their top three landscape preferences, followedhsy open-ended WTP question for
those landscapes and other questions to test tiséstency of the stated preferences.

The majority of respondents chose the status qudhes most preferred option,
indicating some bias. However, the benefit-cosorair “today’s landscape” was four
times higher than the cost to the public of mamitgj it, so that even taking into account
the status-quo bias, the results were still comausOther problems with this phase of
the study included large standard errors and nufgignt difference between the values

for various landscape options where they were pesit

In a continuation of this research Santos (1998dua contingent ranking choice
experiment to value the attributes of the Dalesn@twalls, field barns, rich hay
meadows and broad-leaved woodland) separately.i$hmportant if the attributes are
substitutes or complements to one another. Usimge@an’s censored logistic regression
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approach, information about WTP for various combares of attributes was analyzed
and WTP for the preservation of each attributewdated.

The major findings were that stone walls and bamesthe most important attributes of
the Dales landscape. Woodlands are next most iamorfollowed by flower rich

meadows. It was found that there were significambisstution effects between attributes,
so that summing the independent valuations of eattfibute would overvalue the

landscape.

Morey et al. (2002) used a choice experiment toeéhe preservation of 100 historical
marble statues in Washington DC. The damage tstiitees is being caused by sulfur
dioxide in the air (commonly known as acid rainyitd) verbal descriptions, photographs
of two of the statues showing their current averstgée and computer generated images
of their possible decay (including the status qtiog,survey asked respondents to choose
between various levels of treatment, and associpte@s, to delay the decay of the
statues by various amounts of time. Results shawatlthere was significant positive
WTP for all the treatment options and that passise-or bequest values are a very

important part of the value of the monuments.

A problem with the study was that it did not allder the possibility that some
population groups, in this case young, non-Caunasiaould not wish to preserve the
statues at all, in other words, had a negative \WIpreserve them because of the culture
and heritage they celebrate. Using a “mixture” nmhod@mbining multinomial logit
(MNL) and random parameters logit (RPL) models, &oand Rossmann (2003) further
analyze the results in terms of sub-populationshiwithe sample to highlight such

differences in preference.

An interesting feature of the study was a comparigbthe choice experiment results
with a WTP question, administered to the same mdp@ats (using a payment card)
regarding the maximum WTP for the most comprehensigatment program. It was
found that the choice experiment mean and mediaf® Walues lay between the two
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payment card estimates. Morel al. (2002:23) conclude that, “These results add to the
support for use of choice experiments in valuingiremmental goods in general, and

show the strengths of using this valuation techaifu estimating passive-use values”.

Another choice experiment used to value culturaltége goods was conducted on an
urban cultural site, St Anne’s Square in BelfastAtlyerini, Riganti and Longo (2003).
The study focused on the value of regeneratingdhlisirally and historically significant
square in Belfast, using building height, amounbpén space and distribution between
residential and retail usage as the variable atgg Pictures of the square, digitally
remastered to show various different attribute Ieead an associated once-off cost, as
well as a verbal description were shown to respotsdénot including a status quo

option), who were then asked to choose an optiesénted in pairs).

The study included a test designed to evaluatehengieople’s responses depended on
the historical and cultural content of the site.tfiis end, respondents were also asked to
value a perfectly comparable hypothetical, compgtarerated square, using the same
attributes as those of St Anne’s. The results isftést showed that respondents did value

the attributes differently depending on whethertjpothetical or real square was used.

The results of the St Anne’s Square study showatttie chosen attributes did explain
the choices respondents made — generally, peopferpgd more open space and lower
building heights. However, contrary to economicottye the sign on the price coefficient
was positive and significant. The authors suggestous reasons for this anomaly,
including that the price may have been interprei®edn indication of the quality of the

proposed regeneration.

Finn et al. (2003) conducted a study of the valtighe programming provided by the
Canadian Broadcasting Corporation (CBC) to Engéisd French speaking Canadians.
Using both open-ended willingness to pay questansa choice experiment, distributed

via the mail, they were able to draw conclusionsuttihe total value of the CBC, the
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relative value of various programming types andptesence or absence of externalities

to the two population groups.

An interesting finding was that, while WTP and Gisults were similar for use values,
respondents indicated a much higher non-use valtleiWTP questions than they did in
the choice experiment. While no cost-benefit analyss conducted, they did show that
Canadian drama and sports were the most populgrgrmming types and that significant
differences in preference exist between French &mglish language speaking
households. They conclude that choice experimeémtspnjunction with WTP studies,

provide a greatly improved way of obtaining inpudrh citizens of the value of a public

broadcaster compared to activist participationarious hearings (Finn et al. 2003).

Finally, Mazzanti (2003) used a choice experintentalue the various attributes of the
Galleria Borghese Museunm Rome. Mazzanti (2003:600) argues that phases of
increasing public funding for cultural heritageltaly “should be rooted on evaluation
and appraisal efforts aimed at assessing what thet maluable options for the
development for the cultural sector are”. Attrilmithosen were admission charge (three
levels), conservation activity (two levels), accesdicy (two levels) and additional
services, including multimedia and audiovisual s and temporary exhibitions (three

levels). Respondents were asked to choose betweloié sets and a status quo option.

Results for the initial CLM were not significantpwever, when socioeconomic factors
were included (by segmentation and interaction $¢rmesults improved somewhat.
Signs were as expected (negative on price andiyaosih all other attributes). The results
showed that a change in conservation activitiesthadprice coefficient was significant
across all models. Older, high-income foreign visitand those with university degrees
were willing to pay most for conservation, whilesdeeducated people were more
interested in additional services. Access policg Veast important. Age and income were
positively related to WTP and foreigners were wilito pay more than Italians. Total
economic surplus figures were calculated by muyliig mean WTP with the number of

paying visitors per year.
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Mazzanti (2003:600) concludes that choice experim@inok encouraging” as a way to

value cultural heritage resources and to guidecpotiakers in appropriate expenditure.
However, this particular study is rather weak iattthe attributes had so few levels that it
could be argued that a CV study could have provitiedsame information and in that
adjusted R-squared values were very low for all @®@.067, 0.0076 and 0.074).

The above review shows that, while comparatively fdhoice experiments have been
used to value cultural goods, they have been useckssfully in quite a wide variety of
cases. These have included once-off cultural evénsiviere and Hensher 1983),
cultural heritage, like the Yorkshire Dales (Garertd Willis 1999), St Anne’s Square
(Alberini et al. 2003) and the Washington monumdMsrey et al. 2002) and cultural
institutions, like museums (Mazzanti 2003). Most tbe studies have been fairly
successful and positive about the use of choiceraxents in cultural economics. Part 2
of this chapter documents pilot study choice expent conducted at the 2003 NAF.
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CHAPTER 5: PART Il
THE CHOICE EXPERIMENT AT THE 2003 NATIONAL ARTS FES TIVAL

1. RESEARCH METHOD

The Grahamstown choice experiment was conductethgluhe 2003 National Arts
Festival (NAF) in July as a pilot study for usingetmethod more extensively in the
future. The first problem was that no composit&etcor entrance fee is available for
Festival events. As outlined above, many of thenesvare free, such as the art exhibitions
and street theatre, and of course, anyone can wanolend the craft markets. However,
the much bigger 2003 economic impact study (40@-taeface interviews) discussed in
chapter 3, showed that 88% of festinos (festivargpattend at least one show on the
Main or Fringe (Snowball & Antrobus 2003). It wdsetefore decided to use changes in
ticket prices as the cost attribute. This is famfrideal as it excludes the opinions of
festinos from lower income brackets who cannotrdfto go to shows and of day-visitors
who are mostly intent on shopping and site sedttggvever, it was felt that other price
variables, like a Festival tax or levy, would bedeealistic and more complex to explain
and that, in any case, low-income festinos (whoewmging honest) would choose the
option with the lowest cost involved, regardlessatifibute levels — that is, the old

problem of willingness, versus ability, to pay.

In order to make the experiment as realistic asipesto respondents, only festinos who
had attended at least one show on the Main or &riagd were thus more likely to be
aware of ticket price and of the nature of the Maind Fringe attributes were

interviewed. While most of the attributes makingthp Festival are distinct and easily
differentiated (for example, the craft market istotict from free street theatre or art
exhibitions), it was felt that Main and Fringe merhances needed to be further defined.

Respondents were thus given the following shoiindeafn before the interview started:

Both the Main and Fringe have a wide variety of shows, dtieumusic, dance, theatre,
educational lectures and so on, but the Main shows areyspuihsored and usually include
some big productions, like the ballet or symphony orchgahd some foreign artists. The Fringe
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are un-sponsored shows and have to cover costs on theisoware usually smaller and geared
more towards popular tastes.

Respondents were then asked if they felt cleartabeudifferences between the two
types of shows. Of the 84 people approached (Wwsmled to be over 18 years old), 78

(92%) answered positively to this question and weterviewed.

Attributes were: Main shows, Fringe shows, freenshand street theatre, art exhibitions
and craft markets. Unlike other choice experimef¢stival attributes were not difficult
to identify, since such cultural events are natymivided in various categories. The
only part of the NAF not specifically included, whican be found in the programme
under Main, was the Winter School and the WordFdsith offering academic lectures.
This section of the Festival tends to be small atiécts a very specific audience and

including more attributes may have made the taskdarespondents too complicated.

Attribute levels were in percentage terms, rathantin number of shows. Although this
is less precise, it was felt that percentages gawetter indication of the size of the
Festival than absolute numbers would. Except faepattribute levels varied from 25%
less, no change, 25% more to 50% more. Since mlamwss particularly those on the
Main are so heavily sponsored, ticket price wasvadld to vary more widely, from 25%
less, no change, 25% more, 50% more to 100% mor&oAchange” option was not
included in this pilot study, thus avoiding any tgta quo bias, but would be
recommended in further research in order to condetfiare analysis. The questionnaire

is contained in Appendix 2.

Interviews were conducted in public Festival pladi® the Settlers’” Monument, at art

exhibitions, outside show venues and at the crafkkets. Given the transitory nature of
Festival visitors, it is very difficult to deternenwhether the sample accurately reflects
festino makeup. Interviewers were requested toagmbr people from as many different
age and race groups as possible. As mentione@edhe larger economic impact study
was conducted concurrently and some comparisobeanade with this larger sample.
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Generally, the choice experiment sample follows éeenomic impact sample fairly
closely, with about 59% of respondents being oblpaan-origin race groups (56% in the
economic impact study), 26% of African-origin (asnpared to 30%) and the remainder
being made up of mixed-origin race groups. Homeguage groups followed this
distribution, the vast majority being English speak(67%), 22% speaking African
languages and about 11% Afrikaans.

As with the larger sample, more that half (56%})eaxpondents were between 18 and 35
years old, 23% between 36 and 45, 18% between d&@rand only about 3% being
older than 60. Slightly more female festinos (558tAn males were recorded. Most
festinos came from South Africa (90%), 5% from otAdrican countries and 5% from
the UK and USA.

NAF audiences tend to represent the wealthierebetlucated parts of society, as is the
case with many cultural events the world over. Vast majority of festinos interviewed
(82%) had a gross monthly household income of RG &0 more, with 44% having
income in excess of R15 000 per month. Almost evagyinterviewed had finished high
school (96%) and 64% of the sample had some tergaiucation (mean years of
education were 14, median, 15). Consequently, festinos were employed in either

professional, managerial or administrative posé®4pand many were students (36%).

As expected, fewer day visitors (1.3% as compavetDeo) were recorded in the choice
experiment sample than in the economic impact samphis was expected because
many day visitors do not attend shows and, givenptice mechanism of the choice
experiment (ticket prices), only those who attendetkast one show were interviewed,
thus disqualifying many day visitors. However, test of the choice experiment sample
approximated the economic impact sample quite vablbut 20% of people staying for 2
to 4 days, 28% for 5 to 6 days, 20% for 7 to 9 d&y86 for 10 or more (including local

residents).
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Although it is not possible to claim that any saenfiparticularly not such a small one)
from an event like the NAF, with a highly mobiledience, is perfectly representative of
all festival goers, it can be concluded that th&enap of the choice experiment sample
does not differ markedly from the larger econommgpact survey and thus probably
represents a reasonable approximation of NAF festin

On average, festinos in the choice experiment samaftended 3.4 shows on the Main
programme and 4 shows on the Fringe during thair. st1% attended at least one free
show and 68% attended at least one art exhibifitve vast majority of respondents
(98%) spent some time at the craft markets, 36%nlaveen 5 or more times. Given
these high figures, it is probable that most redpots understood the various attributes
identified in the choice experiment. 70% of respamd said that they had found the

choice experiment interesting — a further indiaatioat it was taken seriously.
An orthogonal design generated 26 combinationschvhiere paired and presented with

icons in 13 cards as shown on the sample belowh Esspondent was given 3 different,

randomly selected cards, an example of which isgired in figure 5.1 below.
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Figure 5.1:  An example of the choice cards used at the NAF
Changes Option 1 Option 2
“Main” shows
50% more 25% less
25% more 25% less
re
25% less 25% more
50% more 25% less
50% more 50% more
100% more 25% more

2. ANALYSIS AND RESULTS

2.1  Models and results for combined data
Several models were applied to the data: the usomdlitional logit model (CLM), a

heteroskedastic extreme value (HEV) model, and xedniogit (MXL) model. The

results are reported in Table 1.
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The CLM performed well, with five of the six varials being statistically significant at

5% level or less, and with all coefficients havitngir expected signs: positive for the

attributes and negative for ticket price. The Midlen LRI is 0.18, which is reasonably

high compared with goodness of fit measures forynwher CLM studies. Moreover, a

Hausman test, omitting subsets of the choice sgtha change the parameter estimates

significantly. Hence, independence of irrelevaltgraatives can be assumed; and thus

alternative elements of the NAF are not close suibs$ for each other.

Table 5.1: Results for logit models

Variable: coefficient, CLM HEV MXL
std
Main 0.0114 0.0104 0.0153
(0.0043)***  (0.0041)** (0.0070)**
Fringe 0.0074 0.0063 0.0138
(0.0060) (0.0055) (0.0140)
Free_M 0.0051 0.0049 0.0032
(0.0036)***  (0.0033)** (0.0047)
Free_S -0.0001
(0.5796)
Art 0.0082 0.0069 0.0091
(0.0032)**  (0.0034) (0.0063)
Craft 0.0102 0.0091 0.0118
(0.0038)***  (.0038)** (0.0054)**
Price_M -0.0110 -0.0107 -0.0231
(0.0026)***  (0.0024)*** (0.0130)**
Price_S -0.0490
(0.0417)
N 234 234 234
Log-likelihood ratio -59.202 -137.365 -130.754
McFadden’s LRI 0.1825 Scale2=1.3430 0.1939

*** = gignificant at 1% or less; ** = significant at 5% tess; * = significant at 10% or less.

The HEV model assumes that the utility of altew&ti for each individuali has

heteroskedastic components. The best mixed logitdbm parameter) model was one

with a uniform distribution. However, while the MEoefficients are not too dissimilar
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to the CLM estimates, the HEV and MXL models did improve goodness of fit and
had fewer statistically significant coefficients.

The CLM shows that the marginal utility from incsgay Main events is greater than that
derived from increasing other elements of the NARIso, utility derived from an
increase in Craft and Art events is higher than ttean a similar increase in Fringe and

Free events.

The odds interpretation of the coefficients is aldted by taking the antilog of the
attribute coefficients. Table 5.2 shows the caliwos and their interpretations.

Table 5.2: Odds interpretations of results

CLM

Main attribute coefficient 0.0114***

Main attribute odds interpretation An increase of 1% in this attribute increases the probability
respondents choosing this option by 1.01147%

Fringe attribute coefficient 0.007358

Fringe attribute odds interpretation | An increase of 1% in this attribute increases the probability
respondents choosing this option by 1.0074%

Free attribute coefficient 0.005132

Free attribute odds interpretation An increase of 1% in this attribute increases the probability
respondents choosing this option by 1.005145%

Art attribute coefficient 0.008223*

Art attribute odds interpretation An increase of 1% in this attribute increases the probability
respondents choosing this option by 1.00825%

Craft attribute coefficient 0.0102***

Craft attribute odds interpretation An increase of 1% in this attribute increases the probability
respondents choosing this option by 1.0252%

Price attribute coefficient -0.0110***

Price attribute odds interpretation An increase of 1% in this attribute decreases the probability
respondents choosing this option by 1.01106%

*** gignificant at the 1% level
** gignificant at the 5% level
* significant at the 10 % level

The implicit price visitors to the NAF are prepatedpay for a unit increase in events in
each element of the NAF can also be derived frantet&.1 by dividing the attribute
coefficient by the price coefficient. Table 5.3 wiso the WTP calculation and
interpretation. The CLM suggests that respondergseywon average, willing to pay
10.36% increase in ticket prices for a 10% increaddain events; and a 9.27% increase
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in ticket prices for a 10% increase in craft evenfus price elasticity for these two
sections of the NAF is about one. The implicit niaad) values of other sections of the
NAF are much lower. For a 10% increase in respeatvents, increased ticket prices
were: 4.76% increase for Free events, 6.69% forgerevents, and 7.48% for Art events.
These events are thus fairly price elastic, thatfestinos require a relatively large
increase in the quantity of events in these sestudrthe NAF for a ticket price increase.

Table 5.3: WTP for increases in NAF attributes

Attribute | Coefficient/Price Interpretation
coefficient

Main 1.036 For an increase in Main shows of 10%, responeets willing to
pay 10.36% higher ticket prices.

Fringe 0.669 For a 10% increase in Fringe shows, respondentssS\WeP 6.69%
higher ticket prices

Free 0.476 For a 10% increase in Free shows, respondents were K%
higher ticket prices.

Art 0.748 For 10% more art exhibitions, respondents were WA higher
ticket prices.

Crafts 0.927 For a 10% increase in craft markets, respondents wePeVET%
more in ticket prices.

2.2 Results of the CLM divided by gender and racergups

Separate CLM regressions were also run for mafealie, European origin and African

origin race groups. These models performed les$ tweh the combined data models
reported on above (partly because of the small Easipe). However, in all cases, the
signs on the coefficients were as expected anéttipice was negative and statistically
significant. The results will be reported as ansitation of how a choice experiment can
be used to value various cultural good attributeditferent social groups. Results are
presented in table 5.4 below.
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Table 5.4: CLM results for different social groups

Model 1: Model 2: Model 3: Model 4:
Females Males European-origin | African-
race groups origin race
groups
McFadden R-squared 0.2583 0.1166 0.2668 0.1210
“Main” attribute coefficient 0.0155* 0.008073 0.007086 0.0173*
Rise in ticket price (WTP) for a | 10.62% 10.2% 4.72% 21.33
10% increase in “Main”
attribute
“Fringe” attribute coefficient 0.003877 0.0102 0.0151 0.001145
Rise in ticket price (WTP) for | 2.66% 12.89% 10.07% 1.41%
10% increase in Fringe shows
“Free” attribute coefficient 0.002992 0.006436 0.004313 0.0118**
Rise in ticket price (WTP) for | 2.05% 8.13% 2.88 14.55
10% increase in Free shows
“Art” attribute coefficient 0.0111* 0.005206 0.0101* 0.04973
Rise in ticket price (WTP) for
10% increase in Art | 7.60% 6.58% 6.73% 6.13%
exhibitions
“Craft” attribute coefficient 0.0140* 0.007459 0.0107 0.0112
Rise in ticket price (WTP) for | 9.59% 9.42% 7.13% 13.81%
10% increase in craft market
size
“Price” attribute coefficient -0.0146*** -0.007916** | -0.0150*** -0.00811**
Total WTP for an increase of | 32.52% 47.22% 31.08% 57.23%
10% in all attributes.

*** gignificant at the 1% level
** significant at the 5% level
* significant at the 10 % level

The coefficient for Main shows was significant hé t1% level in the combined CLM
model (reported in part ii above) and significahtre 10% level for model 1 (females)
and 4 (African origin people). WTP figures (a partage rise in ticket price for a 10%
increase in the attribute) are presented in tableabove. As expected for the highly
sponsored Main shows, all groups were willing ty pafairly substantial amount in

increased ticket prices for an increase in thessvshThis result does not differ much
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between men and women, but is markedly differertiveen European-origin and
African- origin people — the latter being willing pay in excess of four times more
(21.3% rise in ticket price) than the former (4.72%e) for a 10% increase in Main

shows.

Given the Euro-centric orientation of some of thggkest shows on the Main program,
such as the ballet, symphony concerts and varitassical music events, the above
results are surprising. However, Festival orgasizeave increasingly been focusing on
African performers in the last few years and thigynmave influenced the trend. The
result is perhaps verified by the increase in Anicorigin festinos (30% in 2003
compared to 22% in 2001) as well as mixed origeergroups (14% in 2003) found in
the economic impact study (Snowball and Antrobud320It is an encouraging sign for
the New South Africa that the emerging African origniddle-class represented here are
becoming integrated into such cultural events aedffrms the Eastern Cape

government’s decision to back the NAF.

Marais (2004) suggested that the preference fomMduows by African origin race
groups could be explained by their relatively regeaticipation in the Festival. When
faced with such a wide variety of mostly unknowtisés, newcomers would probably
naturally choose Main shows, because they aretedléy the organizers (thus controlled
for quality), are in larger, easier to find venwe®l heavily sponsored (sure to provide
good value for money). In contrast, Fringe showerda bewildering number and quality
of events and may be of a very poor quality. Sihceonly in the last 10 years that South
Africa has been a democratically ruled country #mat an African origin middle class
has emerged, most people in this group are stillyfaew to the Festival experience.
Marais (2004) speculates that it may take a wheleegation (another 10 to 15 years) for
African origin people to feel as confident and cortdble as their European origin

festino counterparts.

As expected, since the Fringe program is muchhessily sponsored and so generates
less consumer surplus, the combined CLM model stoawdower WTP for a 10%
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increase in these shows of about 6.7%. Femalepeamale of African-origin race groups
had a very low WTP. If one considers Main and Feimyents to be, to some extent,
competing festival activities, these results makess, since the two groups with the
highest WTP for Main shows have the lowest WTPHdnge events. Males tended to
favour Fringe shows much more than other groupsRWiTnearly 13% increase in ticket
price for 10% more shows). Perhaps this can bdypaxplained by the somewhat racy

nature of many of the performances, which alsaighellate-night music and parties.

The coefficient for free shows was only statisticalgnificant in model 4 (African origin
people). Except amongst this group, WTP for 10%arfoee shows and street theatre
was fairly low — about 4.7% rise in ticket pricehig is easily explained by the fact that
only a small number of free shows are providedqeerage 4 or 5 per festival), except
for an outdoor local music stage that attracts paifrican origin musicians and
audiences. Marais (2004) also suggests that teesiecultural element to this result. For
many African-origin people the experience of emigra theatre and keeping silent in the
dark is unfamiliar, since African cultures havedit@nally conducted rituals and cultural

celebrations as a community in large indoor spacés the open.

The coefficient for art exhibitions was significaitthe 10% level, except amongst males
and African origin people. Given the two major ffestival activities, art exhibition and
street theatre, those groups WTP a higher amounbrfe are WTP less for the other,
suggesting particular differences in taste amorgabus groups. However, WTP does
not vary as much for free shows and street theat@nging between a 6.1% and 7.6%
rise in ticket prices for 10% more art exhibitiorgnd is generally higher than for free
shows. This is probably partly because there arerad exhibitions currently on offer
(32 in 2003), so a 10% rise in this attribute repreés a much larger absolute increase in
events than it does for free and street theatmadB art exhibitions as opposed to 0.5

free shows).

The craft market coefficient is only significantnmodel 1 (females) although there is not
much difference between male and female WTP far fiiribute. African origin people
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are willing to pay a significantly higher amount3(8%) than European origin people
(7.1%) for an increase of 10% in craft market size.

Although many of the figures are not statisticadignificant, an idea of the value of
various activities to different social groups deeserge. African origin festinos are most
interested in Main shows followed by free shows dnel craft markets, while their
European origin counterparts prefer Fringe showentthe craft market and art
exhibitions. Male festinos like Fringe, Main armeéd shows most and women prefer
Main shows, the craft markets and art exhibitidrise highest overall willingness to pay
is amongst visitors from African-origin race groups.2% increase in ticket price) and
the lowest amongst European-origin people (31.1Poall cases, however, a significant
amount of consumer surplus is indicated, partitpléor Main shows and the craft

market.

Such information can be useful, not only in designa festival which will appeal more
to targeted groups, but also in lobbying for spossand advertisers who may want to
reach specific target markets. The information a0 be used to calculate whether the
proposed 10% increase in each attribute is cost®&fe.

2.3  Spending as an indication of preference

In chapter 3 it was argued that spending on Fdsditabutes did not necessarily indicate
preference or utility provided by the various aitiés on offer at the Festival. This is
especially the case where one of the major adwitishow attendance) is heavily
subsidized. A choice experiment study conductedttan activities and spending of
visitors to Seoul, Korea (Suh and Gartner 2004) daetry similar result. It was found
that the preferred activities of the three tougsbups studied (tourists from Europe,
North America and Japan) differed significantly Itiat the preferences expressed by
each group in the choice experiment did not necissarrespond to their spending in
these areas. For example, tourists from Japandedahopping as the most important

factor, but the daily shopping expenditure of trisup was not the highest.
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Suh and Gartner (2004) suggest that the reasonshi®rresult were that Japanese
travelers were not being provided with the rightds of services and products or that
they were expressing irrational preferences basedpinions and prejudices. Another
alternative could be that, even when the marketeps not being distorted by subsidies,
as is the case with the NAF, utility or preferendees not correlate simply with

expenditure. For example, one may derive greatspleafrom time spent window-

shopping and careful selection of a few goods withepending as much money as

someone else who spends less time on shoppingngmyset less.

A consumer research study conducted at the 2004 pddéfuced the following spending
figures. The same sort of result as in the Seauysis observed when compared to the

willingness to pay figures presented above.

Table 5.5: Comparison of spending per person per dalyea004 NAF
Category African-origin European-origin

visitor spending | visitor spending

Shows R44 R72
Food and drinks | R73 R72
Shopping R78 R75

For example (as can be seen from the figures ab&iviean origin festinos in 2004 had
the lowest spending on shows, but (at least ingesfrMain shows) the highest marginal
utility. Spending on shopping and food and drinlesswery similar for African origin and
European origin groups and, while African originrgiaal utility remains higher in both
these categories, it is not nearly as differentp@ncentage terms) from European origin

utilities for these categories.

Spending figures show “revealed preferences” basedctual behaviour and are thus

regarded as more robust because they are freetfi@warious forms of hypothetical bias

While comparison of 2003 choice experiment and 2004 spefiigiures is obviously not ideal, the 2001
data shows a remarkable similarity, in terms of rakingheo2004 data, suggesting that the data is quite
stable over time. For example, in both 2001 and 2004 stufiesan-origin Festival visitors spent least on
shows and most on shopping, while European-origitovssspent most on shopping in both years.
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associated with stated preference techniques (Adéracet al. 1993). However, it is also
possible that spending does not always equateuiility, especially as, in the NAF case,

where attribute price does not reflect market price

2.4  Financial cost-benefit analysis of changes to theA¥

NAF organizers have a responsibility to match thmevision of NAF elements with
visitors’ preferences and values for these element®e marginal costs of provision vary
considerably across the elements of the NAF, froainMind Fringe events, to Free and
Art events. The NAF organizers estimate the mailgiost of providing one additional
Main show is around R167,000; while ticket salesidayenerate a marginal revenue of
Table 5.6

indicates the estimated cost of a 10% change ragelyan the quantity of Main, Fringe,

around R11,700 per show (in 2003 prices) or R4,p80 performance.

Free, and Art shows and performances.

Table 5.6: Estimated costs and benefits of a mardi®db increase in the provision of different
events at NAF. (SA Rand, 2003 prices).

Marginal (10%) change in Shows| Performanceg Cost WTP

Main 18 50 3,000,00d 579,536

Fringe 17 129 90,00Q 441,347

Free 1 80,000 159,791

Art 3 360,000 251,100

Craft 26 stalls &/ery high 311,190

& |t is difficult to estimate the marginal cost of the adudiitil craft market stalls, since the Village Green is

currently at capacity. Expanding it further would thus Iagohuge fixed costs in terms of additional

marques, electricity and water points, toilet facilities andrso Gonversely the marginal cost saving in

reducing the number of stalls would be very small forekisnt.

The CLM can be used to estimate WTP for changedifiarent elements of the NAF.

For a 10% increase in Main events, festinos woelavilling to pay a 10.36% increase in

ticket prices. This would generate an extra R38J,@n existing ticket sales for Main
and Fringe events, plus R231,756 for new ticketd fur the additional 18 shows (50

performances) that a 10% increase in the Main epenmgramme would entail.

This
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gives R579,536 as the increase in marginal benefi&nce the marginal cost of
increasing the Main programme is R3 million, clgahy expansion in the Main event

programme is not justified.

The benefits of increasing Fringe events by 10%R#224,580 on existing tickets, plus

R216,767 from new ticket sales from the increasedber of Fringe events. This gives

an increase in marginal benefits of R441,347. d8ute the costs of increasing the Fringe
are only R90,000, an increase in this element®MNAF is justified in terms of financial

cost-benefit analysis (FCBA).

Festinos would be willing to pay an extra R251,idX0a 10% increase in Art exhibitions;
R311,190 for a 10% increase in Craft market sipel R159,791 for a 10% increase in
Free events. Since a 10% increase in Free evasta Imarginal cost of only R80,000,
this, along with an expansion in the Fringe, i®gisstified in FCBA. However, a 10%
increase in the Art element, would generate benafitR251,100 but incur a public
subsidy cost of R360,000. The linear nature ofdbst and benefit functions suggests
further expansion in the Fringe and Free elememisldvbe sanctioned in FCBA terms.
However, such a continued expansion is unlikelybéojustified forever because the
marginal costs rise and the marginal benefits efRhinge and Free elements decline as
the NAF expands.

The linear CLM assumes symmetry in terms of matgadklitions or losses of Main,
Fringe, Free, and Art events around the statuspgowaision. Thus, a 10.36% reduction
in ticket prices would compensate for a 10% reduncin the quantity of Main events
provided. A 10% reduction in the number of Mairets, saving R3 million would only
involve a loss in benefits of R315,133. This irdés that there is scope for increasing
benefits by reducing the number of Main events tiaro A similar argument can be
made for reducing the number of Art events. Howgeary reduction in Fringe and Free

events would reduce benefits more than costs.
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3. SHORTCOMMINGS OF THE STUDY AND CONCLUSIONS

As previously mentioned, the use of ticket pricetlas price attribute for the whole
festival is not ideal, since some of the showsfage, as is entrance to the craft market
and the art exhibitions. This also limits the studythose festinos who have actually

bought tickets, unlike the WTP study reported othiprevious chapter.

Another criticism of using this data in the costeft analysis above is that the price
elasticity of demand is assumed to be perfectlyaste, so that a 10% rise in ticket
prices would not result in a significant fall in rdand for tickets. While it is
acknowledged that this may be somewhat unrealitigre is some evidence that the
assumption is not completely incorrect. The larggsnomic impact survey asked those
respondents who had bought some tickets if theyldvioave bought the same number of
tickets if the price had been 10%, 25% and 50% drigiable 5.7 below presents the
results, based on interviews with the 312 respatsdesino had attended at least one
ticketed show.

Table 5.7: Percentage of respondents who would st Heught the same number of tickets if
price had increased

Price increase Number of responses| % YES responses

10% increase in price 247 79.167

20% increase in price 136 43.59

50% increase in price 74 23.718

Thus, it was found that nearly 80% of responderdslevhave bought the same number
of tickets, even if the price had been 10% highé&e response is not unexpected, since
the festival, particularly the Main program, is lhlig sponsored. Comparisons between
festival show prices and market prices reveal thatket prices are, on average, about
48% higher than those at the festival (as discussetiapter 2), which helps to explain

the relative price inelasticity.
In conclusion, it is argued that CEs provide a uisefchnique to estimate the benefits

provided by various elements or attributes of cawpbundles of cultural goods

embodied in arts festivals. The CLM of the Southidan NAF performs well in valuing
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Festival attributes, and also provides some intiaigesights into the value that different
gender and ethnic groups place on these diffetartiues.

The results of the CBA suggest that less publidiiug support should be provided to
shows on the Main programme and Art exhibitions; that Fringe and Free events
should be expanded. However, any decision on clsatgg¢he level of subsidy to the
NAF would also need to consider other local econderyefits from the festival and the
preferences of previously excluded cultural groljums. example, changes that decreased
the number of African-origin festinos would not loe line with Festival aims, or
encourage further government support. If the nunabdviain shows was reduced, and
this decreased the probability (numbers) of (visikattending the NAF, then it might
reasonably be assumed that this money (accommaddtiod, and other expenditure

from these visitors) would be lost to the Grahamvstoegional economy.

As argued in chapter 3, economic impact is an itambrreason for public funding of the
Festival, given that the Eastern Cape is one oftlfS@frica’s poorest provinces.
Likewise, chapter 4 showed that current and futx@ected economic benefits are a very
important reasons for local residents’ support lég Festival — especially the poorer
African-origin population. Thus, like the other metls discussed, choice experiments
are put forward, not as a definitive answer to walt good valuation, but as a useful
additional method to consider within a specific teoh Chapter 6 discusses ways in
which the four methods discussed (qualitative/histéd, economic impact, willingness to
pay and choice experiments) can be combined to focomposite value of the NAF and

concludes the thesis.
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CHAPTER 6
COMBINING VALUATION METHODS AND CONCLUSIONS

“Beauty is rarely soft or consolatory. Quite the contrammn@ne beauty is always quite
alarming”.

| looked at Camilla, her face bright in the sun, and ghdwof that line from thdéiad | love so
much, about Pallas Athene and the terrible eyes shining.

(The Secret Historpy Donna Tart 1992:44)

This thesis set out to explore ways in which ceétwas represented by the National Arts
Festival, can be valued. Originally grounded in firedd of economics and, more
specifically, cultural economics, | quickly founklet subject matter spilling over into all
sorts of other fields, like philosophy, culturaludies, sociology, history and even
theology. And this is not a bad thing. Rather, tp mind, it represents a gradual, but
definite move in economic theory towards a far maualitative, pluralistic and
interdisciplinary approach.

Anderson (1993:xiii) argues that to limit ourseltegshe one measure of value provided

by the market (that is, price) is an ultimately oaprishing choice.

“We don't respond to what we value merely with desire or pleadwut with love, admiration,
honor, respect, affection and awe as well. This allows usetdigw goods can be plural, how they
can differ in kind or quality: they differ not only mow muchwe should value them, but hrow

we should value them.”

She agrees with Klamer (2004b) and Throsby (20041 values are socially constructed
and determined through conversation and sociatdot®n — talking about the reasons
for our value judgments helps others to see andeagte them too. The idea of utility or
want satisfaction as being the ultimate measursuch values is simply not pluralistic

enough to describe how we respond to things weevalu
Economics makes free and frequent use of the wgodd” to mean a desirable object —

something that provides utility. The ancient Graakd, kaAo( (kalos) means good, but

also beautiful — an unalterable link in the anc®ntek mind, so that it was at first

237



Table 6.1:
Method

Methods of valuing cultural goods

What does it measure?

Advantages

Disadvantag

Qualitative/historical

Historical social and political
importance

Provides a context and long-term view
Does not rely on one monetary measure,
allows for a greater variety of indicators
Addresses the importance of art and culty
specifically.

No generally agreed-upon indicators yet
bavailable;

Is a subjective measure that may be contested
renore than other methods;

Does not result in one, easily comparable figure.

Economic impact

Incremental monetary effects on repProvides one monetary figure that is easy

GDP of the region, tax revenues,
jobs and personal income.

communicate and use in public funding
advocacy (monetary figure fits into a
budget).

Is useful in comparing the return on
investment of taxpayers and making
comparisons between various projects.
The cultural institution or event does not
need to be qualitatively valued, avoiding
reference to what may be politically
sensitive issues.

tMethod is not as “scientific” and objective as it
seems and is open to many forms of
methodological bias.

The figures themselves are open to
misrepresentation.

Financial impact by itself is not a very effective
argument for public funding.

Does not take into account the aims of the
cultural workers or their products.

Willingness to pay

The monetary value of use and non-Method takes into account non-market

use values generated by the event
specifically those values external tq
the market

values that are usually more closely relatg
to the goals of cultural workers.

Can confirm/deny the existence of
externalities to various groups.

Only way to measure non-use values.
Results in one monetary figure that can
easily be communicated and combined w,
economic impact figures.

Numerous methodological problems as a result
2cbf the hypothetical nature of the questions.
May be double-counting the financial benefits
recorded in economic impact.

Values the good as a whole, not the part-worth
attributes.

th

Choice experiments

The monetary value of use and nof
use values generated by the event
above)

-Has the same advantages as the WTP
(asethod as well as:
Possible methodological improvements (&
built in scope test and possible reduction
hypothetical bias)

Willingness to accept as well as WTP can
be measured.

Still plagued by some methodological problems
Can result in extremely complex choice tasks
.@nd associated problems

bRespondents have to have quite detailed

information about each attribute (some evidence

Each attribute of the good valued separatgljrat CE is better at measuring use than non-use

values).
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inconceivable that a good person would be uglyioe versa. This link has persisted in
modern times, but like the students Tme Secret Historywe may find ourselves
trembling before beauty or “good”, not enjoying wanting it all, but nevertheless

valuing it.

What makes valuing culture or cultural expressiemen more problematic is that our
value judgments are largely based on the undelisigund what is good and bad, things
which are generated by the culture itself. If omelerstands culture and art as a way of
making meaning, of understanding and interpreteggity, then it must be of ultimate
value to us. But how to measure it? In some wayis, riather like trying to open a box

with the crowbar that is inside it.

This thesis has drawn on economic theory, bothitatize and quantitative, to try to
value a cultural event. It is acknowledged earlytlwat the market, while providing some
useful guidance for policy makers, is not suffitiém the case of cultural goods with
large externalities. It is also stressed that, afua particular context, even non-market
valuations are not much good. G. K. Chestertontjngriin 1901, also acknowledges this
in his essay entitled, “A defence of nonsense” artgies that, while art does not have to
have a direct relationship or reference to its estytit nevertheless draws inspiration
from it. “The principle ofart for art's sakeis a very good principle if it means that there
is a vital distinction between the earth and tlee that has its roots in the earth; but it is a
very bad principle if it means that the tree cogildw just as well with its roots in the air”
(1935:126).

The best way of valuing such cultural goods asNA& would thus seem to consist of a
combination of valuation techniques that can gizéhalistic a picture as possible. Table
6.1 above summarizes the four measurement teclm@p@ied to the NAF, what they

are supposed to measure and their strengths archesses.
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So, what is the value of the NAF and is the redantease in government support
justified?

From a political economy and an historical pointvadw, the NAF can be said to have
played quite an important role in providing a ptessvalve for political resistance
particularly during the height of the apartheid. dd@spite a very negative view on the
depth of the Festival committee’s commitment toedsity by Grundy (1993), by 1985
Festival programs were including performances froeamy diverse cultural groups. This
has continued to be the case in the New South &fithough market considerations and
lack of funding are a constraining factor. Festi@abtliences have also become steadily
more racially diverse and chapter 2 argued thaldimg new cultural capital, through
programs like the Arts Encounter and the Studiojdetp may be one of the most

important roles for the Festival in the absenctheflarge, state funded arts councils.

Other cultural indicators by which to judge the uelof the NAF are: its role in
maintaining South Africa’s diverse cultural capitiés value as an outlet for political and
social comment and its role in the valuation orléviaation” (Klamer 2002) of new
works by artists, agents and audiences. Chapseiggests that evaluating the Festival
using such cultural indicators can show its hisa@riprogression and the changes that
may have occurred over time. This may be especialfyortant when considering the
value of cultural events or products in developoagintries that have undergone some
important social and/or political change. Howewartil more consensus is reached on
which cultural indicators to use and how to meadhem, this sort of analysis will
remain highly qualitative and will thus need toupplemented by quantitative data if it

is to be used in making policy decisions.

Throsby (2001) points out that public policy hasneoto be dominated by economic
policy and its major goal of efficiency. Within thframework, the economic (meaning
financial) impact of the NAF is a very importantnsideration when lobbying for public
funds, particularly in the context of a developinguntry. Despite some vehement
criticism of the method, both from methodologicatlaconceptual points of view, there is
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some evidence (in the case of the NAF and othbeg)economic impact figures can be

used to great effect in motivating for public furidsthe arts.

The economic impact of the NAF to the Grahamstosonemy was shown to be R33
million (about $5 080 000 at an exchange rate ab&®o the dollar) for 2003 and about
R35.5 million ($5 500 000) for 2004. In real ter@@€00 prices) this shows a growth of
nearly 6% - much better than the South African agerreal GDP growth rate of 2% for
2003 (SARB Quarterly Bulletin 2003). This figuresalrepresents a very good return on

government support of around R2.5 million a year.

Problems with using this figure for arts advocaoy frstly that it represents increased
salesor spending as a result of the Festival, not immed income. Also, leakages from
the Grahamstown area, as with most small townslilely to be very large (both in the

direct and indirect phases), thus decreasing thieimpact that sponsors and other
interested parties might hope for. Being a seasewaht of short duration, it also does
not generate many additional jobs and a numbehade are taken up by students from
outside the region, or by people who are alreadpleyed. Nevertheless, there is no
doubt that there is some trickle-down effect anat the region would be considerably

financially worse-off without the Festival.

Another problem is that, when one examines wheigehting financially from the event,
it quickly becomes clear that the wealthier, Eussperigin residents are gaining far
more in terms of money that the poorer African-origesidents who need it most. From
an equity point of view, therefore, using econonmpact figures to argue for public
support is rather problematic. Another big problemthat, by using such valuation
methods, arts proponents are not focusing on tiliibwes of the good that they
themselves value — the purpose of the arts — ysuoal related to generating financial
profits. These values, often external to the marketld be argued to be much more
central to arts valuation and, as pointed out bymber of commentators, they cannot be

valued by using only market data.
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This is especially the case since, as Klamer ahdrstpoint out, market values for art
works tend to be unstable over time. SchneiderRordmerehne (1983) and also Baumol
(1986) showed this early on in the developmentuifucal economics. Examining data
from arts markets over several centuries, they bathe to the conclusion that, while the
price of art works is partly determined by the &sof supply and demand, there is no
equilibrium price level and “their prices can floatore or less aimlessly” (Baumol
1986:10), especially as the study time period leegs. While this criticism applies to all
short-term studies, including stated preferencbriggies, contingent valuation has gone

some way towards solving the problems of using lgurarket data to value the arts.

Contingent valuation techniques can include statederence methods (like willingness
to pay and choice experiments) as well as revealeférence methods (like travel-cost
and hedonic pricing techniques). Only stated pegfee methods, however, can measure
non-use as well as use values and it is these dethat this thesis has focused on. As
with economic impact analysis, however, there aapormmethodological and conceptual
problems with such hypothetical measurement teckasig although the huge
proliferation of especially WTP studies indicategemeral acceptance of the method, at

least at a functional level.

While the WTP studies conducted at the NAF produogares far below those of the
economic impact surveys (R2.8 million or $431 00@void a 25% reduction in Festival
size), they have been very successful in examitiiegnon-market benefits to various
sectors of the population of Grahamstown. Unlike timancial benefits, which accrue
mostly to the wealthier residents, the WTP studgwstd that significant positive non-
market benefits do flow from the Festival and ttiety accrue to both low and high

income area residents.

Until recently, WTP and economic impact figures evsimply added together to produce
an overall value of the good (that is, market +-nmarket value = total value). However,
as Seaman (2003a) points out, there are two prabheith this. Firstly, the WTP

measure is often (as in the NAF case) a partialsarea for example the willingness to
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pay to avoid a percentage reduction (25% in the Mage) or increase in the size of the
event. Because of substitution effects, simply iplyiing WTP by four to estimate the
total non market value of a 100% reduction in tlestival is not feasible. It is thus fairly
meaningless to add the WTP for a partial redudtioRestival size to the total financial

impact figure.

The second problem, suggested by Seaman (2003&xafated in this thesis, is that the
WTP figure may also be capturing some of the cir@nfuture expected financial
benefits that the cultural event provides. Simptidiag the two figures would thus
represent double counting of Festival value. Thablam is particularly evident amongst
low-income residents, and any combination of WTHE anonomic impact data would

need to discount the WTP figure to take this irdocant.

The choice experiment conducted in 2003 was a giotly for further research and
aimed to address the question of how various sacidlethnic groups value the differing
attributes of the NAF. While having some of the samethodological problems as the
WTP studies, CEs do seem to offer additional useformation on how different parts

of the Festival are valued, rather than the overallation resulting from one WTP

guestion. It is also possible that they can improwehe methodology of WTP studies in
terms of providing an internal scope test and greiasight into how respondents make

decisions.

Although many of the results for the CLMs split tace and gender groups were not
significant (probably as a result of small sample)s they were able to show some
indication of the differences in taste between &fri and European origin festival goers
and between males and females. The combined CLKkérpsed well and showed that
(on cost/benefit grounds) more Free and Fringe shshould be offered, while there
should be a reduction in Main shows and Art exlohg. However, it is pointed out that,
since African origin festival visitors are mostangésted in Main shows, there are equity

grounds for continuing to fund them at their pressdevel. A reduction in Main shows
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(seen to be the main attraction) could also lead tlecline in visitor numbers and thus

economic impact.

To answer the research question then, it appeatgtta NAF has considerable value in
terms of its historical and ongoing contribution nmaintaining and building cultural
capital in South Africa. It has a positive econompact on the Grahamstown economy
and provides considerable non-market benefits taresidents, including previously
excluded Africa-origin people. While not measuradhis research, it is also likely that
non-use benefits are enjoyed by a wider group aftfSéfrican residents, particularly
given the extensive media coverage of the event imdlevelopment into a truly
“National” festival, including a variety of art fors from various ethnic groups. As far as
the make-up or attributes of Festival are concertiezlchoice experiment indicates that
all the attributes are valued positively by fedtigaers and that increasing the number of
Fringe and Free shows on offer would increase thigywf visitors. The Festival also
seems to have had some success in diversifyiraudgence to include a greater number

of African-origin visitors.

Throsby (2001) concludeEconomics and Culturdy arguing that effective cultural
policy decisions will need to take into accounthbetonomic and cultural values. He
recognizes that it may be very difficult to conwengolicy makers, used to focusing only
on efficiency maximization, that qualitative datscaneeds to be taken into account.
However, the recent shift in welfare economics (atiter branches, like environmental
economics) away from purely material indicatorsioman development is an indication
that such a shift may not be too far away. “Thearaeeptualizing of development in
human terms brings culture from the periphery ofedligoment thinking and places it in
center stage” (Throsby 2001:67). It is likely t@ayplan increasingly important part in the
policy decisions of developing countries in partcu
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APPENDIX 1A

Klein Karoo Naionale Kunstefees (KKNK): Version 1

Call number: AredtOOtownship 2 other

Call rating:

10call answered 2 call terminated 3 call completed

40 no reply Bl line busy call back

70 number disconnected O®ther:

A Good evening. My name is and | am phoniaghk some questions about the Festival. This

is part of a National Research Foundation study of thredesttgals in South Africa. Rhodes University
economics department is running the Oudtshoorn section. @aspgare about 10 minutes, or should |
phone back later?

0 IF NOW __, B

A1 0 NO (to now and phone back): Is there anyone else whoasd.8lder and might be willing to talk to
me?

O NO: Thanks for your help. Goodbye.

O YES: [interviewer starts again]

A2 OIF NO TO “NOW”: When would be a good time to phone you?

B Thank you! Are you more than 18 years old?
OlF YES — C

B1 IF NO: Thanks for your help, but because some ofthjegstions are about taxes and income, we can
only use results from the voting population. Is thergag else in your household, 18 or older, who might
be willing to talk to me?

0O IF YES: [interviewer starts again]
0O IF NO: Thanks then, goodbye [interview tries at least Rbaadk].

C Which language would you like to use? [if not obvious]
10 English 21 Afrikaans

1. Opinion

Firstly, I'd like to know what you think of the Festivas a whole. | am talking about ticketed and free and
street events. I'm going to ask about live theatre, dancenasit and also art exhibitions, films and the
craft markets. OK?

Firstly, | have a few statements that I'd like to hear yapinion on. In each case, please tell me if you
agree, disagree or don’t know.

1.1 The festival giveall the people of Oudtshoorn a sense of pride
10 agree disagree R don't know
1.2 The arts offered at the festival harm society and ceudalé because they are too critical of our
way of life.
10 agree disagree R don’'t know
1.3 The festival should be kept going so that peopleedr thildren have the choice of attending it in
the future.
10 agree disagree B don’t know
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1.4 The shows and events at the festival are useful tagdg the community.

10 agree disagree R don't know
15 The government should not sponsor the festival betlaeigeare many more important things to
spend our tax money on.
10 agree 2 disagree B don’t know
Thanks!
2. Attendance
Now some questions about your attendance at Festival.
2.1 Did you go to the festival this year?Yes Q2.3 No
—>
IF NO
2.2 Did you go to the festival last year?Yes Q23 2No Q4—>»
—>
2.3 About how many, if any, of the following eventstat festival did you go to this year [last year]?
2.4 Free live theatre shows or a street shows:

25 Plays (on Main or Fringe) that you had to buy tickats

2.7 Music events (on Main or Fringe):

2.8 Art exhibitions: -

2.9 Films:

2.10 At this last festival, (or the 2002 festival) ablootv much time did you spend looking around or
shopping at the craft markets?
PROMPT: T none ZI1or2hours B3to5 hours
40 more than 5 hours

3. Spending
Next | would like to ask about your festival spendingaBk estimate about how much you spent on the
following festival activities:

3.1 Shows on the main and fringe (including any films): R

FOR THOSE WITH TICKET SPENDING > ZERO

3.2 If the ticket prices had been 10%/20%/50% higher,R80aticket would have cost R33/R36/R45,
would you still have gone to the same number of shows?
10Yes —» 3.3 No—> 3.4

3.3 About how much did you spend on shopping at th orarket?
R

3.4 Eating out at festival/local restaurants during thévedsncluding drinks?
R

3.5 Would you say that you spent more during festiua that you

normally do?
10 Yes 2Z1No 31 Don't know
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3.6 IF YES
If there was no festival, do you think that you woulddapent the money outside the Oudtshoorn area (for
example on a beach holiday) or would you probably have sttymaime and spent it here anyway?

10 Spent here 2 Spent outside Oudtshoorn
30 Don't know 4] Not spent (saved)
4, Earnings

Next are some questions about how you benefit finandialiy the festival, or how you would like to
benefit from it. Please remember that your name won't belattl to any of this information — our aim is
to work out how Oudtshoorn people benefit from thevakt

4.1 Did you run a bed and breakfast or other kindcobmmodationfor festival visitors this year?
10Yes 21No Q4.3 |
IF YES
4.2 How much did you earn from festival accommodation ovier@003? R
IF NO
4.3 What stopped you from letting out your house anescooms?
10 no space 2 family/friends coming B don't like the idea/not interested
40other:
4.4 Did you run &tall at the festival craft market this year?
10 Yes ZINo > 4.7
IF YES
4.5 What sort of stall was it?
10 food Zicrafts/art 8 informal trader 4 other:

4.6 How much profit did you make from that? R

4.7 Were you involved in any of tliestival performancesas an actor or dancer or other type of
performer? L Yes 21 No Q4.9
IF YES —

4.8 How much did you earn from that? R

4.9 Did you have any other kind job at the festival other than your usual work, this year? This can
include overtime work during the festivall XYes ZINo Q4.12
IF YES
—
4.10 What kind of job was it?
10 technician/set builder 2security 8 ticket sales/marketing
40 other:

411 How much extra money did you earn from this? R

4.12 Did you try to find a job at the festival thiear? LYes 21 No
IF YES

413 Why do you think you couldn’t find one?

10 too few available 2 don’t have correct skills

30 have to know someone O4lidn’t try hard enough

50 other:

ONLY ASK THOSE WHO HAVE SOME EARNINGS FROM FEST.
(No earnings —»  Q5)
414 What does your household mainly spend your festasalings on?
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10 food, transport and other monthly expenses O fe&tival events
5 WTP
Thanks very much. The next section is about measuringathe of the festival to you through your
willingness to pay tax to support it. As you mighbln arts festivals, like schools and hospitals, don’t
make enough profit to survive on their own and relyegh&avily on sponsorship from private companies
or the government. Government funding comes from the thaesve pay — income tax and indirect taxes,
like VAT.

In developing countries, like South Africa, there are mamgththat government funds need to be spent on
and some of them are regarded as more important thaestitals. Some private sponsors also feel that
their money is better spent on, for example, sports allifeilconservation. This means that there would be
less money available for the festival in the future andtteat would be fewer shows and less visitors.

5.1 Supposing no change to your total monthly taxes wouldogowilling
to allow R10/R20/R30 per month of the taxes you alrgegyto be spent on the festival if this
would prevent the festival from getting 25%/50% smalleit year? This means that there would
be less money available for other government projects. [NO FROM
10Yes ZINo 31 Don't know

5.2 Now suppose that you would have to pay the exttdHR2D/R30 out of your
monthly income. That means you wouldn’t have the R10/R2ZD&ach month to spend on other
things that you normally buy, like food, transporeatertainment. Considering your monthly
expenses, would you be willing to pay R10/R20/R30 a mifrthis would prevent the festival
from getting 25%/50% smaller?
10Yes 21No

5.3 What is the maximum amount that you would be wgltim pay per month to prevent the festival
from getting 25%/50% smaller? R

5.4 On a scale of 1 to 10, where 10 is very sure anddt iat all sure, how sure are you that you have
accurately shown your willingness to pay to support thie/&d3
12345678910 Odlon’t know

ASK FOR THOSE WITH POSITIVE WTP

5.5 Why are you willing to pay to support the festifjitl® PROMPT, can mark more than one]
177 job opportunities

2[1 education

37 attracts tourists

471 community pride

5071 like to support a good cause/makes me feel good to duppat arts
601 future generation’s benefit

707 economic benefit to the town

877 1 go to lots of the shows/ enjoy attending

97 1 earn money from the festival

107 Other:

5.6 Which of the reasons you have mentioned is the mpstriant? [interviewer may use above
numbers]

ASK FOR THOSE WITH NO/DON'T KNOW WTP

5.7 Why are you not willing to pay to support theifed?

101 income constraints

21 don't believe that the government will really use the mdoethe festival
37 it doesn’t matter much if the festival gets smaller
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4] other more important things to spend government money on
50 already pay taxes, don't think taxes should be higher

6] only users should pay

70 only wealthy people benefit from the festival

8 the festival doesn't provide enough jobs for people nwbed them
9] other

6. Demographics

Finally, I d just like to know some details about yolea®ke remember that you name isn’t attached to any
of this information. Your phone number was selected at rarfdam the phone book and none of the
information you provide will be used for anything otligan this research.

6.1 How old are you?

6.2 What is your home language?
10 Xhosa 7 Afrikaans & English 41 other:
Only to be asked if not obvious from languggek if ANY doubt]
6.3 What is your race group?
10 black Z0coloured 8 white4] Indian 7] other:
6.4 Are you male or female? Odnale Z1 female

6.5 How many years of education have you had? [MAY PROMPT]

Primary school up to grade 7 (std 5) = 7 years
Standard 6 (grade 8) = 8 years

Standard 8 (grade 10) = 10 years

Matric (grade 12) = 12 years

1 university degree = 15 years

2 degrees = 16 years

Diploma = school (12) + diploma duration

6.6 What is your job at the moment? [MAY PROMPT]
[INTERVIEWER: Write actual job, then classify: ]

10 professional (doctor, business person, lecturer, teacher)

20 white collar worker (secretary, clerk, shop assistant agent)
30 service person (police, army, navy, air force, nurse)

40 blue collar worker (builder cook, cleaner, security gukatgipurer)
50 student

60 housewife

70 retired

80 unemployed

6.7 What is the monthly income for your whole househaltér tax, not counting any money that you
earn from the festival?

6.8 How many people are in your household?

281



7 Thanks very much for your time and help. Before welinisthere anything else about the
Festival that you would like to tell us?

INTERVIEWER COMMENTS:

APPENDIX 1B

Klein Karoo Naionale Kunstefees (KKNK): Version 2

Call number: AredtOOtownship 1 other

Call rating:

10call answered 2 call terminated 3 call completed

40 no reply Bl line busy call back

70 number disconnected O®ther:

A Good evening. My name is and | am phoniagk some questions about the Festival. This

is part of a National Research Foundation study of threéesttgals in South Africa. Rhodes University
economics department is running the Oudtshoorn section. @aspare about 10 minutes, or should |
phone back later?

O IF NOW —» B

A1 0 NO (to now and phone back): Is there anyone else whoasd.8lder and might be willing to talk to
me?

0 NO: Thanks for your help. Goodbye.

0O YES: [interviewer starts again]

A2 0IF NO TO “NOW”: When would be a good time to phone you?

B Thank you! Are you more than 18 years old?
OIF YES — C

B1 IF NO: Thanks for your help, but because some of thesstions are about taxes and income, we can
only use results from the voting population. Is thengpag else in your household, 18 or older, who might
be willing to talk to me?

O IF YES: [interviewer starts again]
0O IF NO: Thanks then, goodbye [interview tries at least thk].

C Which language would you like to use? [if not obvious]
10 English 21 Afrikaans

1. Opinion

282



Firstly, I'd like to know what you think of the Festivas a whole. | am talking about ticketed and free and
street events. I'm going to ask about live theatre, dancenasit and also art exhibitions, films and the
craft markets. OK?

Firstly, | have a few statements that I'd like to hear yapinion on. In each case, please tell me if you
agree, disagree or don’t know.

1.1 The festival giveall the people of Oudtshoorn a sense of pride
10 agree disagree R don’t know
1.2 The arts offered at the festival harm society and ceudalé because they are too critical of our
way of life.
10 agree disagree R don’'t know
1.3 The festival should be kept going so that peopleedr thildren have the choice of attending it in
the future.
10 agree disagree B don’t know
1.4 The shows and events at the festival are useful ragdg the community.
10 agree disagree B don’t know
15 The festival only benefits those people who actuallipgbe ticketed shows (that is, shows you
have to pay to go to).
10 agree disagree R don’'t know
Thanks!
2. Attendance
Now some questions about your attendance at Festival.
2.1 Did you go to the festival this year?Yes Q2.3 No
—
IF NO
2.2 Did you go to the festival last year?Yes Q23 No Q4—»
—

2.3 How many shows did you go to at this year’s (last yede'stjval that you had to buy tickets for?

2.4 How many free shows, including street theatre and art gxmib, did you go to at this year’s (last
year’s) festival?

25 At this last festival, (or the 2002 festival) aboovimuch time did you spend looking around or
shopping at the craft markets?
PROMPT: T none ZI1or2hours B3to5hours
40 more than 5 hours

3. Spending
Next | would like to ask about your festival spendingaBk estimate about how much you spent on the
following festival activities:

3.1 Shows on the main and fringe (including any films): R
FOR THOSE WITH TICKET SPENDING > ZERO
3.2 If the ticket prices had been 10%/20%/50% higher,R8Caticket would have cost R33/R36/R45,

would you still have gone to the same number of shows?
10Yes —» 3.3 No—> 34
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3.3 About how much did you spend on shopping at ta orarket?

R
3.4 Eating out at festival/local restaurants during thévedsncluding drinks?
R
3.5 Would you say that you spent more during festiuaé that you
normally do?
10Yes 21 No 31 Don't know
3.6 IF YES

If there was no festival, do you think that you wouldéapent the money outside the Oudtshoorn area (for
example on a beach holiday) or would you probably have stdymaime and spent it here anyway?

10 Spent here 2 Spent outside Oudtshoorn
30 Don't know 41 Not spent (saved)
4, Earnings

Next are some questions about how you benefit finandialiy the festival, or how you would like to
benefit from it. Please remember that your name won't belatt to any of this information — our aim is
to work out how Oudtshoorn people benefit from the Vasti

4.1 Did you earn any money because of the festival? For egalpproviding accommodation,
running a stall, or working overtime at your normal job 10Yes @ No
IFNO—® Q5
IF YES

4.2 What sort of work was it?
1] accommodation 2 food stall 3] arts & crafts 4 overtime
51 other:

4.3 How much did you earn from this? R

ONLY ASK THOSE WHO HAVE SOME EARNINGS FROM FEST.
4.4 What does your household mainly spend your festadings on?
10food, transport and other monthly expenses O fe&tival events

5 WTP
Thanks very much. The next section is about measuringatbe of the festival to you through your
willingness to pay tax to support it. As you mighbln arts festivals, like schools and hospitals, don’t
make enough profit to survive on their own and relyeghéavily on sponsorship from private companies
or the government. Government funding comes from the thatsve pay — income tax and indirect taxes,
like VAT.

In developing countries, like South Africa, there are mamgththat government funds need to be spent on
and some of them are regarded as more important thdiestitals. Some private sponsors also feel that
their money is better spent on, for example, sports allifgilconservation. This means that there would be
less money available for the festival in the future andttteate would be fewer shows and less visitors.

5.1 Taking into account your normal monthly income, waudd be willing to pay R10/R20/R30 a month
in extra taxes to prevent the festival from getting 25%/Stnaller?. That means you wouldn’t have
the R10/R20/R30 each month to spend on other thingsdhatgrmally buy, like food, transport or
entertainment.

10Yes ZINo I Don’'t know
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5.3 What is the maximum amount that you would be ngjlio pay per month to prevent the
festival from getting 25%/50% smaller? R

5.4 How sure are you that your answers have shownagouirate willingness to pay to support the
festival?
PROMPT: 0L not at all sure 2 fairly sure 3l very sure @ don’t know

ASK FOR THOSE WITH POSITIVE WTP

5.5 Why are you willing to pay to support the festiffl® PROMPT, can mark more than one]
177 job opportunities

27 education

37 attracts tourists

4] community pride

501 1 like to support a good cause/makes me feel good to duppal arts
6L future generation’s benefit

711 economic benefit to the town

8.1 1 go to lots of the shows/ enjoy attending

91 | earn money from the festival

101 Other:
5.6 Which of the reasons you have mentioned is the mostriemt? [interviewer may use above
numbers]

ASK FOR THOSE WITH NO/DON'T KNOW WTP

5.7 Why are you not willing to pay to support theifed®

100 income constraints

21 don't believe that the government will really use the mdoethe festival
30 it doesn’t matter much if the festival gets smaller

4] other more important things to spend government money on
5 already pay taxes, don't think taxes should be higher

6L only users should pay

70 only wealthy people benefit from the festival

8 the festival doesn't provide enough jobs for people nbed them
9] other

6. Demographics

Finally, | d just like to know some details about yoweaBke remember that you name isn’t attached to any
of this information. Your phone number was selected at rarfdam the phone book and none of the
information you provide will be used for anything otltean this research.

6.1 How old are you?

6.2 What is your home language?
10 Xhosa I Afrikaans & English 41 other:
Only to be asked if not obvious from langudgsk if ANY doubt]
6.3 What is your race group?
10 black Z1coloured 8 white41 Indian 51 other:
6.4 Are you male or female? Odnale Z1 female
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6.5 How many years of education have you had? [MAY PROMPT]

Primary school up to grade 7 (std 5) = 7 years
Standard 6 (grade 8) = 8 years

Standard 8 (grade 10) = 10 years

Matric (grade 12) = 12 years

1 university degree = 15 years

2 degrees = 16 years

Diploma = school (12) + diploma duration

6.6 What is your job at the moment? [MAY PROMPT]
[INTERVIEWER: Write actual job, then classify: ]

10 professional (doctor, business person, lecturer, teacher)

20 white collar worker (secretary, clerk, shop assistant agent)
30 service person (police, army, navy, air force, nurse)

40 blue collar worker (builder cook, cleaner, security gukatoipurer)
50 student

60 housewife

70 retired

80 unemployed

6.7 What is the monthly income for your whole househaltér tax, not counting any money that you
earn from the festival?

6.8 How many people are in your household?

7 Thanks very much for your time and help. Before weliinisthere anything else about the
Festival that you would like to tell us?

INTERVIEWER COMMENTS:
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APPENDIX 1C
NATIONAL ARTS FESTIVAL

Call number: AredtOOtownship ) other
Call rating:

10call answered 2 call terminated 3 call completed

40 no reply Bl line busy call back

70 number disconnected O®ther:

A Good evening. My name is from Rhodes. Weoang d survey to find

out what Grahamstown people think of the festival. Wegald be prepared to spend about10 minutes
answering some questions?

0 IF NOW __, B

A1 0 NO (to now and phone back): Is there anyone else whoasd.8lder and might be willing to talk to
me?

0 NO: Thanks for your help. Goodbye.

0 YES: [interviewer starts again]

A2 0IF NO TO “NOW”: When would be a good time to phone you?

B Thank you! Are you more than 18 years old?
OIF YES — C

B1 IF NO: Thanks for your help, but because some of thesstions are about taxes and income, we can
only use results from the voting population. Is thengpag else in your household, 18 or older, who might
be willing to talk to me?

0O IF YES: [interviewer starts again]
0O IF NO: Thanks then, goodbye [interview tries at least thk].

C Which language would you like to use? [if not obvious]
00 English 10 Xhosa

1. Opinion
Firstly, I'd like to know what you think of the Festivas a whole. Please tell me if you agree or disagree
with the following statements:

11 The festival giveall the people of Grahamstown a sense of pride
10 agree @ disagree @ don't know
1.2 The arts offered at the festival harm society and ceugdalé because they are too critical of our
way of life.
00 agree I disagree 2 don’t know
1.3 The festival should be kept going so that peopleedr thildren have the choice of attending it in
the future.
10 agree @ disagree @2 don't know
1.4 The shows and events at the festival are useful tagdg the community.
10 agree @ disagree @2 don't know
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15 The festival only benefits the people who go to tlesvshyou have to buy tickets for.

00 agree L disagree @ don't know
Thanks!
2. Attendance & Spending
2.1 Did you go to the festival this year?Yes Q2.3 No
IF NO
2.2 Did you go to the festival last year?Yes Q23 O0No Q4—»

25 How many shows did you go to at this year’s (last yede'sjval that you had to buy tickets for?

FOR THOSE WHO ATTENDED AT LEAST ONE:
2.6 About how much did you spend on these tickets?

FOR THOSE WITH TICKET SPENDING > ZERO

25 If the ticket prices had been 10% higher, so a R30 tieteld have cost R33, would you still
have gone to the same number of shows?
10Yes —» 2.6 gNo—» 2.7

2.6 If the ticket prices had been 20% / 50% higher, sBatiRket would have cost R36 / R45, would
you still have gone to the same number of shows?

10 Yes @ No
2.7 How many free shows, including art exhibitionsgetttheatre and Sundowner concerts, did
you go to?

2.8 At this last festival, (or the 2002 festival) aboovimany times did you visit the craft markets?

2.9 About how much did you spend on shopping at th orarket? R

2.10 About how much did you spend on eating out atfftical restaurants during the festival
including drinks? R

2.11  Would you say that you spent more during festiwra that you normally do?
10 Yes 00 No 20 Don'’t know

2.12 IF YES
If there was no festival, do you think that you woul@dnapent the money outside the
Grahamstown area (for example on a beach holiday) or woulgrpbably have stayed at home
and spent it here anyway?

10 Spent here Spent outside Grahamstown
20 Don't know 31 Not spent (saved)

3. Earnings

3.1 Did you earn any money because of the festival? For egalmpproviding accommodation,
running a stall, or working overtime at your normal job 10Yes @ No
Q5
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IF YES
3.2 What sort of work was it?

11 accommodation [2food stall 3l arts & crafts 4/ overtime
57 other:
3.3 How much did you earn from this? R

ONLY ASK THOSE WHO HAVE SOME EARNINGS FROM FEST.
3.4 What does your household mainly spend your festaadings on?
10 food, transport and other monthly expenses O fe&tival events

4 WTP
Thanks very much. The next section is about measuringathe of the festival to you through your
willingness to pay to support it. As you might knats festivals, like schools and hospitals, don't make
enough profit to survive on their own and rely quite liigan sponsorship from private companies and the
government. Government funding comes from the taxesvlg@iay — income tax and indirect taxes, like
VAT.

In developing countries, like South Africa, there are mamgththat government funds need to be spent on
and some of them are regarded as more important thdestivgls. Some private sponsors also feel that
their money is better spent on, for example, sports allifgeiiconservation. This means that there would be
less money available for the festival in the future andttieae would be fewer shows and fewer visitors.

| am now going to ask you if you would be willing taypsome amount per month to support the festival.

The amount | mention may sound ridiculously low or Higlyou. It isn't a price, but just a starting point

and you can choose a higher or lower amount. OK?

4.1 Would you be willing to pay an extra R10 out of ymonthly income to stop the festival from
getting 25%/50% smaller? That means you wouldn’t have tileeRch month to spend on other
things that you normally buy, like food, transporeatertainment.
10Yes 00 No 371don’t know

IF YES: Bid up to maximum amount

4.2 Would you be willing to pay R20 a month?1¥es O[] No

4.3 Would you be willing to pay R30 a month to stiop festival from getting 25%/ 50% smaller?
1 Yes 02 No

4.4 Would you be willing to pay R50 a month? ¥es 0. No

4.5 What is the maximum amount that you would be wgltim pay per month to prevent the festival
from getting 25%/50% smaller? R

IF NO: Bid down
4.6 Would you be willing to pay R5 a month? J¥es 00 No

4.7 Would you be willing to pay any amount of moneypenth to prevent the festival from getting
25%/50% smaller? R

For all:

4.8 How sure are you that your answers have shown youradéeaullingness to pay to support the
festival?
PROMPT: 0L not at all sure (2 fairly sure 11 very sure
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FOR THOSE WITH POSITIVE WTP
4.9 Why are you willing to pay to support the festivé®

If more than one reason in 4.8:
4.10 Which of the reasons you have mentioned is the mpstriant?

FOR THOSE WITH NO/DON'T KNOW WTP
411 Why are you not willing to pay to support theited?

If income constraints:
412 Would you be willing to donate 2 hours of ytiore, per month to supporting the festival?
10 Yes 0J No

5. Demographics

Finally, | d just like to know some details about yoweaBke remember that you name isn’t attached to any
of this information. Your phone number was selected at rarfdam the phone book and none of the
information you provide will be used for anything otltean this research.

5.1 How old are you?

5.2 What is your home language?
10 Xhosa I Afrikaans @ English % other:
Only to be asked if not obvious from langudgsek if ANY doubt]
5.3 What is your race group?
10 black Z1coloured @I white 31 Indian 4] other:
5.4 Are you male or female? OInale 0O female

55 How many years of education have you had? [MAY PROMPT

Primary school up to grade 7 (std 5) = 7 years
Standard 6 (grade 8) = 8 years

Standard 8 (grade 10) = 10 years

Matric (grade 12) = 12 years

1 university degree = 15 years

2 degrees = 16 years

Diploma = school (12) + diploma duration

5.6 What is your job at the moment? [MAY PROMPT]
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[INTERVIEWER: Write actual job, then classify: ]

10 professional (doctor, business person, lecturer, teacher)

20 white collar worker (secretary, clerk, shop assistant agent)
30 service person (police, army, navy, air force, nurse)

40 blue collar worker (builder cook, cleaner, security gukatoipurer)
50 student

60 housewife

70 retired

80 unemployed

5.7 What is the normal monthly income for your whole letvadd, after tax?
5.8 How many people are in your household?
6 Thanks very much for your time and help. Before weliinisthere anything else about the

Festival that you would like to tell us?

INTERVIEWER COMMENTS:
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APPENDIX 2

KKNK Statistical models

Variable Logit OLS Log-linear®
(n=86) (n=86) (n= 86)
Coefficient | Std Errof Coefficient Std Error  Coefficien Shotor
C -0.741756] 1.619311 4931282 9.019191 1.18869009069
Area 0.979779 0.781664  -9.64786P* 5.326526 -0.13742306674
Attendfree 0.114768 0.109845 0.2761111 0.404PR70 06B510.035486
Tickets 0.073458 0.240169 1.001264 1.710%94 0.0113B6687374
Earnam -0.000856 0.001076 -0.000229 0.000281 8.69E1069E-05
Jobs 64.27402% 37.72439 14.02876** 4570504 1.B57¢ |0.243092
Opinion 0.649286* 0.375153 2.665865* 1.556787 012@F | 0.152572
Age -1 0.022613 -0.135164 0.098999 0.006623
0.059767** 0.022908***
Sex 0.44523Q 0.726077 5.302269 4.841909 0.36130330652
Scope -0.732751 0.732821 5.779166 6.116456 -0.20R495209936
Goodness | 0.4891 (Mc-Fadden R-| 0.2094 (Adjusted R- 0.3861 (Adjusted R-
of fit squared) Squared) squared)
Significance| 51.5552 (LR stat) 3.5021 (F stat) 6.9406 (F stat)
Statistic
Probability | 5.49E-08 0.0011 0.0000
of
Significance
Stat

OLS and Log-Linear results checked for heteroskedasticitgdtiet using White’s (1980) test) and
standard errors corrected.

For the Logit and Tobit models, Quasi-maximum liketida@ovariences and standard errors computed
using the Bollerslev and Wooldridge (1992) method.

Attendfree: addition of the number of free shows and hepest at or visits to the craft market
Tickets: number of ticketed shows attended

Earnam: amount in Rands earned as a direct result aéshed

Jobs: 1 if financial or economic gain mentioned as a rasM TP, 0 otherwise

Opinion: a score from the opinion questions, scoringorl & positive opinion answer and 0
otherwise

Area: 1 if low income area, O otherwise

Age: Age of the respondent in years

Sex: 1 if male, O otherwise

Scope: 1 if 50% decrease scenario, 0 if 25% scenario

18 |n order to include zero responses, a constant (onejausi to the dependent variable. Since the log of
a constant is zero, this did not bias results.
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NAF: OLS, Log-linear and logit results

Variable OLS Log-Linear Logit

Coefficient Std Error Coefficient Std Error Coefficient Shotor
C -0.123896 4191056  0.943888f* 0.402756 -0.5436001.239399
Area -4.214696** 1.832684 -0.55226**¢ 0.183783 -03288 0.572649
Attendfree 0.22143¢ 0.177896 0.035703* 0.020979 @84 0.073418
Tickets 1.30499(¢ 0.829048 0.07836[1* 0.041758 0.1325640.120817
Earnam 0.001213** 0.000146 2.43E-05*4* 3.33E-06 DOo4* 0.000589
Jobs 2.815136%** 1.069349 0.658852** 0.134971 K946*** 0.547347
Opinion 2.074084*** 0.664042 0.271639** 0.068273 .602019*** 0.185418
Age -0.026357, 0.04003Pp  -0.009278F* 0.004372 -1.7789 0.478676
Sex -1.330534 1.642906 -0.297392* 0.165560 -0.0B%¥2% 0.014099
Scope 1.960236 1.627307 0.156940 0.161019 0.480596.5144p4
R-squared 0.5533 (adjusted) 0.2952 (adjusted) 0.3129gditi=n)
Significance | 27.2881 (F stat) 9.8900 (F stat) 63.1293
statistic
Probability of | 0.0000 0.0000 3.33E-10
significance
stat

OLS and Log-Linear results checked for heteroskedasticitggtist using White’s (1980) test) and
standard errors corrected.

For the Tobit model, Quasi-maximum likelihood covarieranas standard errors computed using the
Bollerslev and Wooldridge (1992) method.

Attendfree:

addition of the number of free shows and hgpest at or visits to the craft market

Tickets: number of ticketed shows attended

Earnam: amount in Rands earned as a direct result aéshed

Jobs:

Opinion:

Area:
Age:
Sex:

Scope:

1 if financial or economic gain mentioned as a refasa TP, O otherwise

a score from the opinion questions, scoringorl & positive opinion answer and 0

otherwise

1 if low income area, 0 otherwise

Age of the respondent in years

1 if male, O otherwise

1 if 50% decrease scenario, 0 if 25% scenario
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