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Political Economy and the Economics of Art and Cultural Heritage rarely have intersected. In this 

paper we investigate the relationship between Italian municipalities’ spending on culture in the 90s 

and 2000s and a number of political variables, such as a left/right dummy, an election year dummy 

and a term limit indicator, controlling, among others, for economic as well as socio-demographic 

characteristics of their population, level of human capital and instruction, proxies of social capital, 

extent of private financing of cultural provision, touristic and artistic relevance. We use panel data 

regression analysis and find that there are indeed some significant political determinants of local 

government cultural expenditure. 

 

 

Keywords: Cultural Expenditure, Political Economy, Private Foundations. 

JEL classification: H44; H76; Z11 

                                                 
∗ Corresponding author: dallenog@eco.unibs.it, Dipartimento di Scienze Economiche, Università di Brescia, Via San 
Faustino 74b, 25122 Brescia.  
We thank Fabio Padovano and IREF for the political data; ACRI for the data on cultural spending of Fondazioni 
Bancarie; Paolo Buonanno for the data on social capital; Elvia Melzani and Valentina Formenti for assistance. We 
thank participants to the XX SIEP Italian Conference on Public Economics and to the annual research workshop at our 
Department for helpful comments and suggestions. 



 2

1. Introduction. 

 

In recent years the cultural sector has been the object of new strategies of public intervention in a 

number of countries, Australia being the pioneer in this respect with its “Creative nation” agenda 

(1994) followed by the UK, Canada and some Scandinavian countries. Recently the European 

Union has commissioned a report called “The economy of culture in Europe” (2006) having a 

similar kind of approach. This new attitude is associated with a rise of interest for creativity, now 

considered as an essential factor to increase a nation’s competitiveness in the globalisation era. If, 

until not so long ago, the main economic argument in favour of public cultural spending was the 

presence of positive externalities for tourism, now new arguments are put forward, such as the 

following : 

   

- If an area aims at becoming an innovation district, a rich cultural environment is an essential 

feature to attract the mobile “creative class” (Florida (2002)). The creation of creative hubs 

has been suggested to be a successful strategy for a country; “global” and “local” go 

together, as the term “glocalisation” illustrates (Greffe (2002))  

- ITC has been the fastest growing industry in the last two decades, and this, in spite of 

generating serious problems in the present to some cultural industries (music in particular), 

should go along, in perspective, with a rapid growth of content industries (books, media, 

music, video games). Content industries benefit from investment in the core cultural sector 

(heritage, contemporary art, performing arts). The externalities are similar here to those 

exerted by scientific research on industrial production. 

 

A second important reason why public cultural spending has witnessed a revival, both in theory and 

in practice, is its potentially positive contribution to economic growth, thanks to its role in social 

inclusion and integration policies. These are crucial in all industrialised countries nowadays, 

especially because of the size of immigration phenomena. 

Public cultural spending usually takes the form of subsidies to production and in-house production 

(government-owned museums, theatres). International comparisons are difficult because of non-

homogeneity of classification in national accounting and the fact that the different levels of 

government play different roles here and there1. This is the reason why empirical research on the 

subject using international data is simply non-existing. Empirical works using a country’s local 

governments’ cultural spending is also scarce. 

                                                 
1 Eurostat has set up a working group involving a number of European countries in order to tackle the problem. 
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Bodo (2006) highlights that Italy’s public cultural spending is 90 % done by two actors: central 

government and municipal governments, with the former traditionally spending more but with 

municipalities rapidly catching up in the last years in the more restricted field of performing arts 

heritage and contemporary art. In fact, municipalities pay for the cities’ libraries and often run their 

own museums and theatres; many of them have been organising cultural festivals in the last years. 

We concentrate here on the cultural expenditure of Italian municipal governments, taking the 106 

provincial administrative centres (i.e. Italy’s biggest cities) as our sample.  

The high mediatic exposure of, say, a grand art exhibition opening should suggest a politician to 

schedule it before an election. The Left/Right dimension should also be relevant, with the Left more 

spending-prone, as the recent Italian experience at the central government level shows (Bodo and 

Bodo (2007)). Finally, the presence of a term limited mayor also might have an effect on this type 

of spending. Our main aim is therefore here to consider whether political determinants are relevant 

for public cultural spending, controlling for other potential drivers of cultural expenditure. The 

specialized press tends to give politics’ influence on cultural policies for granted, but, to our 

knowledge, this issue has never been investigated empirically from an economic point of view.  

We use panel data regression analysis. We regress different measures of public cultural expenditure 

on the political characteristics of municipal governments, controlling for a number of relevant 

variables such as economic and socio-demographic aspects, level of human capital and instruction, 

proxies of social capital, extent of private financing of cultural provision, touristic and artistic 

relevance. 

Our work is organised as follows: section 2 illustrates the model and the variables; section 3 is 

about the data; section 4 is about the econometric techniques we use; section 5 shows our results, 

while section 6 reports our conclusions. 

 

2. The model at test and the variables 

 

Our model is a linear specification:  

yit = x’it β + αi +  εit 
in which per capita public expenditure on culture is the dependent variable. In particular, the 

dependent variable yit is either of the following: 

 

1) per capita current spending on culture, 

2) per capita current spending on libraries, museums and galleries (a subset of 1)  

 



 4

In our model, the possible determinants of yit are the following explanatory variables Xit   

 

• GDP: per capita GDP  

• Unempl: unemployment rate 

• BFexp: per capita expenditure in culture by local banking foundations 

• Monument: relevance of a city in terms of touristic attractiveness 

• Oldpop: proportion of over 65 on total population 

• Youngpop: proportion of under 15 on total population 

• Failmandsch: percentage of population who have failed to complete mandatory school  

• Cultsociety: number of cultural clubs and societies in the city 

• Electyear1: dummy variable taking value 1 if the year is an election year 

• Electyear2: dummy variable taking value 1 if the year is a pre-election or an election year 

• Termlimit: dummy variable taking value 1 in all years of a mayor’s last term 

• Leftright: variable capturing the left-wing orientation of the ruling government, taking 

values 1 (left) 0.5 (centre) or 0 (right). 

 

We take all variables expressed in euro at constant 2007 prices. 

We also considered to use other economic and geographic variables, but we finally dropped them 

because they were neither significant2 nor changing all other estimates.3 

We expect GDP to be positively and unemployment to be negatively related to public cultural 

spending. We expect Monument and Cultsociety to have a positive impact, and the education index 

to have a negative one. Oldpopul should have a positive sign if city councils used culture in their 

social inclusion policies, while we introduce Youngpopul to check if cultural spending is aimed at 

fostering creativity. 

The political variables’ expected sign is positive, but only if we assume that what the Political 

Economy empirical literature finds for the size of government should hold also for the single 

components of aggregate public spending. In fact, to our knowledge, there is no other study on the 

impact of politics on public cultural spending. 

                                                 
2  This is the case of an economic variable, added value, and a geographic value, a dummy for the autonomous regions. 
3  We experimented a lot with the introduction of North, Centre and South dummies. These often turned out to be 

significant, but they would not significantly change the analysis presented here. Also a variable constructed as the 

proportion of the population having a high school diploma was considered. Though often significant, its coefficient’s 

magnitude and sign were not very robust. Finally, we considered aggregate State transfers, but this regressor was not 

significant, either, possibly because in recent years city councils have mostly relied on their own tax revenues. 
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3. The data. 

 

Data on cultural spending of all 8101 Italian municipalities are available from the Italian Home 

Office since 1998. 1999 is the time the Internal Stability Pact came into force. This Pact mirrors the 

European Stability and Growth Pact and imposes the monitoring of local accounts by central 

government.  

We only consider 106 italian municipalities, namely: the cities which are provincial administrative 

centres4. They have a population between about 20.000 and 2,5 millions, and, in the vast majority of 

cases, are historic cities with local museums and sites. In particular, in the official “Certificati 

consuntivi” (final budget balances) we consider the headings “impegni” , as these certify expenses 

that have taken place in the last year. The items are two: aggregate cultural spending, and spending 

on  “Libraries, Museums and Art Galleries” which is a subset of the first one.   

Confirming Introini and De Benedetto (2007) these data show a great variance, explained not only 

by the different size of the cities, but also by their geographic and economic characteristics.  

Also the dynamics is interesting. In Table 1 we show the evolution in time of both per capita total 

current spending on culture and of per capita expenditure for libraries, museums and galleries :  

 

(Table 1  about here) 

 

The latter variable shows a clear positive trend. As far as total current spending is concerned, there 

is constant growth up to 2003 after which there is no clear trend.5   

 

Political data on Italian municipalities from 1993 to 2006 have been collected by Fabio Padovano 

for IREF (Institut de Recherche Economique et Fiscal). They include electoral dates and results, 

with a classification of winning parties along the left-right dimension.  

In 1993 Parliament passed a law (law no. 81/1993) which changed the rules for the election of 

mayors in Italy, making them more majoritarian. The new rules were first applied in June of the 

same year. The law prescribed that mayors should be elected directly by the citizens. For 

municipalities of more than 5.000 inhabitants, in case of no absolute majority of the votes, a ballot 

                                                 
4 The number has been varying in the course of time with the institution of new provinces. We have considered the 

cities which were provincial administrative centres in 1998. 
5 Apparently, there was no “Millennium Jubilee effect” on cultural spending at a municipal level. But there was no big 

cut in spending after 2000, either, which is what Bodo (2006) finds for central government expenditure on culture.  
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should take place. The tenure was four years, but it was changed into 5 after 2000. A new feature 

was also the presence of a two-term term limit. 

Political analysts claim the new law has induced a stronger political competition at a local level, 

introduced a tighter link between the citizens’ and the mayor’s political agenda, and enhanced the 

level of transparency and accountability for local politicians.  

Table 3 shows that in the eight years we consider the majority of cities witnessed at least one 

change in the left-right dimension, a clear break with respect to the past and possibly the 

consequence of stronger political competition.  

 

(Table 2  about here) 

 

The Data Appendix explains our use of Padovano’s data in detail. Table 3 summarises the main 

statistical features of the electoral, ideological and term limit dummies we have constructed:  

 

(Table 3 about here) 

 

An important control variable we consider is private cultural spending. As far as firms’ sponsoring 

activities in the cultural field are concerned, there are no available data at a local level. We have 

therefore considered only non-profit organisations. 

Unlike in a number of other countries, private cultural institutions are relatively new to the Italian 

context, and they have boomed in the last 15 years. Most of them are foundations, but one should 

distinguish between the so-called “fondazioni di origine bancaria” (or fondazioni bancarie, 

banking foundations), and the rest. The former originate from a 1990 law by which government-

owned banks were privatised6 and own relevant shares of local, regional, and in a few cases national 

banks. Thus, they are, by far, the richest and most active private subjects in financing projects in the 

areas of health and social assistance, artistic and cultural initiatives. Even though some of them 

have recently developed their own operating branches, so that they pursue some of these tasks 

through in-house production,  they still mainly operate by financing public or privately owned 

organisations. Banking foundations are 88 in all (17 of them spend 80% of their aggregate 

expenditure), and are mainly concentrated in the Northern part of the country (Di Lascio and Segre 

(2007)).  

                                                 
6 They were privatised in a peculiar way. In fact, they were separated into two entities: the  bank itself and a foundation, 

owning the shares of the former but not the power to run it and whose aim was to provide services generically beneficial 

to the community. 
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According to ISTAT (2007) and “Il Giornale dell’Arte”, which publishes an annual census of the 

foundations active in the field of arts and culture, other types of foundations are generally 

characterised, with few exceptions, by a small capital and largely live on subsidies, either public or 

actually coming from the banking foundations themselves.  

We have therefore decided to focus on the cultural expenditure of banking foundations only. They 

are organised in an association, ACRI, from which we got the disaggregated spending data. ACRI 

has not provided us with the data about the geographical localisation of each banking foundation’s 

cultural expenditure. However, they are usually forced by their own bylaw to spend in the area 

where the bank operates, and this appears to be what happens in most of the cases. We therefore use 

banking foundations’ cultural spending as a proxy for private cultural spending in the cities where 

they reside. The Data Appendix provides information on how we have dealt with the likely case of 

banking foundations operating in more than one city.  

 

Another important control variable we aimed at introducing was a proxy for the local level of social 

capital. We decided to measure social capital in a specific dimension in close relationship with the 

objective of our interest. Thus, we introduced the number of active cultural clubs and societies, as 

officially reported in each city for each year, in order to capture at some extent not only the level of 

social activities and interaction, but also the possible lobbying pressure on local councils from 

cultural clubs.    

 

We thought it was necessary to introduce also some measure of a city’s cultural heritage, as this is a 

proxy for how important tourism is for its economy.  Besides, it often indicates both a tradition in 

public patronage and a demand for costly restoration work. The only obvious reference in this 

respect is the so-called “Carta del Rischio”. This is a project by ICR (Central Institute for 

Conservation, a branch of the Ministry of Culture) aimed at mapping all Italian municipalities 

according to the number of monuments, and  at classifying them according to the conservation risks 

they run. We used the data coming from the first part of this research. These data show that 

generally, and especially in the Northern part of the country, the municipalities in our sample are 

actually the richest cities in monuments.  
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4. The empirical strategy. 

 

We apply different  panel estimation techniques, each  implying a different model specification.  

In particular, we first apply the Pooled OLS estimator (OLS) to the original data 

yit = x’it β + αi +  εit 

where yit is a scalar, xit is a (Kx1) vector of regressors (in most our specifications a (11x1) vector), β 

is a vector of coefficients (β1 , … βK) not including the intercept, αi is the so-called unobserved 

heterogeneity, capturing time-invariant city-specific unobservable effects, and εit is random noise. 

The condition for consistency for the Pooled OLS estimator is that xit must be uncorrelated with (αi 

+  εit ), implying that the all regressors xis must be uncorrelated with αi and uncorrelated with εit  for 

s=t. The Pooled OLS estimator exploits both the variability within the data referred to the same city 

(within variability) and the variability between data of different cities (between variability). 

However, the Pooled OLS estimator is not an efficient estimator and does not exploits both sources 

of variability as optimally as the random effect estimator discussed below.  

 

To correct for the  possible presence  of heteroskedasticity, we also apply a robust Pooled OLS 

estimator to obtain consistent standard errors. In particular, we adopt the so-called White’s 

procedure and use the Eicker-Huber-White “sandwich” estimator of variance, instead of the 

traditional OLS, to obtain robust variance estimators. In particular, in order to allow potential 

correlations among observations referred to the same city, we apply the cluster version of the robust 

Pooled OLS estimator which, when computing the matrix in the White “sandwich” estimator of 

variance, corrects for the fact that observations are independent across cities (clusters) but not 

necessarily independent within the same city. Notice that the estimates of the parameters obtained 

by Pooled OLS and the cluster robust Pooled OLS (OLS WP Cluster) are clearly the same, since the 

White procedure only modify the standard errors. 

 

To further correct for the possibility of heteroskedasticity, we also implement a panel Feasible 

Generalized Least Squares (GLS) estimate procedure. In particular, we transform the original model 

to get an error term multiplied by a scalar variance-covariance matrix, allowing robust estimation in 

presence of heteroskedasticity across panels. Under the condition that each element of  αi +  εi  
must be uncorrelated with each element of  xi , the (feasible) GLS estimator is more efficient than 

the OLS estimator. 
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We then estimate the popular fixed effects model. In particular, imagine that αi is a source of 

unobserved heterogeneity across cities, non necessarily uncorrelated with our set of regressors. 

Then, under the assumption that the linear model  

yit = x’it β + αi +  εit 
satisfies the hypothesis of strict exogeneity, conditional on unobserved heterogeneity, normality, 

conditional homoskedasticity and the usual rank conditions, it is possible to estimate the model 

using the fixed effect panel, or within group OLS (FE) estimator, which applies the so-called within-

group transformation and estimates OLS applied to data in deviation from individual (i.e. city) 

means. The fixed effect estimator exploits only the within group variability in the data, and under 

the above assumptions is a consistent and efficient estimator of the parameters. The main advantage 

of using the fixed effect estimator relies in the fact that it does not impose any hypothesis about the 

correlation between the unobserved heterogeneity αi and the regressors xit. The main drawback of 

the model is that, since, in the transformation in deviations from group means, it cancels out all the 

variables which do not vary over time, it clearly cannot estimate their effect. 

 

Finally, we then estimate the above panel model also using the alternative random effect estimator 

(RE). In fact, under the above assumption of linearity, normality, conditional homoskedasticity and 

the usual rank conditions, and under the additional hypothesis of strict exogeneity, unconditional on 

unobserved heterogeneity, that the unobserved heterogeneity αi is not correlated with our set of 

regressors, the (Feasible) Generalized Least Squares approach can be used to transform the model. 

The random effect estimator is an OLS estimator applied to the model transformed through FGLS, 

and can be seen as a weighted average of the fixed effect estimator, on the one hand, and of the 

between effect estimator, that is of a OLS applied to individual mean data, on the other. In fact, the 

random effect estimator optimally combines the information from the within variation (exploited by 

the fixed effect estimator) and the information from the between variation (exploited by the between 

group estimator). Under the above assumptions, the random effects estimator is a consistent and 

efficient estimator of the parameters. The main advantage of the random effect estimator is that it 

allows to estimate the parameters of the time-invariant variables. The main limitation is clearly its 

assumption that no correlation exists between the unobserved heterogeneity αi and the regressors xit. 

 

5. The empirical results. 

 

As far as the economic, geographic and socio-demographic variables are concerned, the main 

findings of our analysis of per capita municipal current spending on culture (Tables 4 and 5) and, 
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more specifically, of per capita expenditure on libraries, museums and galleries (Tables 6 and 7) are 

the following: 

 

(Tables 4-7 about here) 

 

1) Whenever the model includes Monument , its effect is positive and highly significant; 

2) Per capita GDP seems to play some role in the pooled OLS and GLS estimates, where it has 

an expected positive sign, while it is not significant in the panel random and fixed effects 

estimates; 

3) Unemployment is significant, with the expected negative sign, when we consider total 

current expenditure (except in the pooled OLS specification with the White correction), 

while it is never significant (except in the GLS specification) when we consider only  

current spending on libraries, museums and galleries; 

4) In all the specifications, cultural spending by the local banking foundations is always 

significant and positive; 

5) Demographic  variables  (share of young and old on total population) are mostly significant 

and positive; 

6) The share of the population without a mandatory school qualification is not always 

significant, but when it is (e.g. in the random effects specification) it shows the expected 

positive sign; 

7) The number of cultural clubs and societies is rarely significant. 

 

 The effect of the artistic heritage captured by our variable Monument is positive and has a 

relatively high value. One could say this is in part the consequence of the fact that if, say, a museum 

is present, it has to be run, while where there is no museum at all, there is no corresponding 

expenditure. And yet this neglects the consideration that keeping a museum alive, as well as 

deciding not to open a new one, is a political decision. So we draw the conclusion that our result 

suggests  that, wherever artistic heritage is potentially a factor of development, local policy-makers 

seem eager to exploit it.  

The fact that demographic factors seem to play such an important role is also interesting. It may 

mean that municipalities spend on culture not just in view to keep, or to enhance, their city’s  

touristic attractiveness. They actually may intend this kind of expenditure as a service to the 

population, possibly as part of their social policies or/and as a mean to foster creativity. Notice in 

this respect that the coefficients of Youngpop as estimated by the random and fixed effect panel 
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estimates are higher and more significant than the ones associated with Oldpop. An alternative 

explanation may be that mayors tend to stick to the old view by which culture is a merit good and 

adopt a paternalistic approach by providing cultural services, especially to children. 

The magnitude of the Unempl coefficient reveals that unemployment also captures the North-South 

divide of the country. However, even if we introduce dummies to control for it, unemployment 

retains its significance and sign. If we consider unemployment as a proxy for a city’s economic 

stance, this is no surprise. In fact, demand for cultural services has been proved by micro analyses 

to be dependent on measures of income.. The greater the demand, the greater is public supply if 

policy makers stick to the median voter’s preferences (either because they are benevolent central 

planners or because they want to be re-elected). It is however worth noticing that while Unempl  is 

often significant, GDP is rarely so (at least in the random and fixed effects panel estimates), even if 

we drop the unemployment regressor. This calls for further reflection on the relationship between 

the two variables and the meaning of the significance of Unempl. 

The idea underlying the introduction of the Cultsociety  variable is that public supply of cultural 

services may be subject to the lobbying activity of such organisations. However, our econometric 

analysis does not seem to support this view, and in fact the coefficient associated with it is never 

significant except for the case of OLS estimates of the general model. However, we wish to stress 

that this may be due to the fact that the data we use are quite a generic proxy for the number and 

strength of these organisations. 

 

The high significance of per capita cultural expenditure by banking foundations is striking, and 

deserves a special notice. We had no a priory belief on its sign and magnitude, and one is led to 

believe that a positive sign means complementarity between private and public cultural expenditure. 

It should be stressed, however, that it may not be so. The reason is that most banking foundations 

mainly operate as grant-makers, and the object of their transfers are often public authorities and 

local councils.  There is therefore here the sum of two phenomena:  

a) when a transfer is meant to sponsor, say, an exhibition at a museum owned by the city 

council, it enters the municipal balance sheets as outflow as well as inflow7; 

b) when the exhibition could take place only in force of the generous contribution by the 

banking foundation, it is likely that the latter organises the cultural event and also puts some 

additional money. The alternative scenario would be one in which municipal spending gets 

smaller when a private institution transfers get greater. 

                                                 
7  Public museums and galleries are not separate accounting units in Italy. 
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It is impossible here to assess whether there is complementarity or substitutability, since we have no 

data about the transfers from the banking foundations to the cities’ administrations, and we cannot 

compute public spending net of them. It might well be the case that private spending actually 

reduces municipal spending, but the overall effect is positive since transfers by banking foundations 

to the local councils owning museums and other cultural sites are big in size. 

 

Coming to the political variables, there are some clear conclusions to be drawn, specially if we 

focus on fixed and random effects panel estimates of the general model: 

 

1) the left-right dummy is always insignificant; 

2) the election year dummies are significant and with negative sign, with Electyear1 having a 

bigger estimated coefficient than Electyear2 

3) the term limit dummy is often significant when we consider total current expenditure, never 

so when we consider spending in libraries, museums and galleries, and has negative sign. 

 

 That the left-right dimension plays no role comes as a surprise. Bodo and Bodo (2007) claim that 

the clear downturn of central government cultural spending witnessed after 2000 is associated with 

the fact that the new, right-wing government would consider cultural spending as no priority, unlike 

its left-wing predecessor. A possible explanation is that, as a number of political analysts claim, the 

left-right divide is less clear-cut at a local level after the electoral reform, and parties tend to 

compete less on ideological issues and more on the quality of their candidates as potentially 

efficient administrators. 

But the most striking result is the negative sign of the election year dummies. This is in contrast to a 

vast empirical literature on the effect of elections on government spending (Alesina, Cohen and 

Roubini (1997)). Our result is quite robust,8 and the only way one can reconcile the two empirical 

findings is by supposing that not only do incumbents spend more, but they also change the relative 

composition of public expenditure. In fact, they would re-direct resources to the type of spending 

the median voter prefers, so that  other spending categories might even decrease as a consequence. 

If this interpretation is valid, our result implies that the Italian median voter is not particularly 

attracted by culture .  

As for the term limit variable, there is no clear indication by the literature about which sign its 

coefficient should show,9 but the Political Economy literature points out that, since elections have 

                                                 
8  We have run a large number of reduced models, dropping insignificant variables one at a time, and the significantly 
negative coefficient of Electyear1 was confirmed by all of them.  
9  For an extensive survey of both political and economic literature on term limits, see Lopez (2003). 
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no disciplinary role for a “lame duck”, the latter is more prone to deviate from the median voter’s 

preferences (Besley and Case (2003), Smart and Sturm (2006)). Thus evidence should clearly point 

into one direction, unless the deviations sometimes translate into higher, sometimes into lower 

spending. Tables 6 and 7 reveal that this is possibly the case as far as the sub-category of 

expenditure for libraries, museums and galleries is concerned.  

On the contrary, total current spending in culture seem to decrease when lame ducks are in office. 

Could this be interpreted as a sign that their own preferences are for small spending in culture?10 

This is in contrast with a vast empirical literature on the effect of term limits on total government 

spending, which tends to find a rise in expenditure when a term-limited policy-maker is in office 

(Besley and Case (1995, 2003), Johnson and Crain (2004)). But it is also in contrast with the 

negative sign we have found for the election dummies, which reveals that the median voters cares 

for culture less than the incumbent. A way to reconcile these two findings is to keep in mind that in 

Italy the mayors of provincial administrative centres often run for other (higher) political offices 

after two terms. An inconsistent  behaviour would harm them in this perspective. 

  

Notice also that the election year effect and the term limit effect are both present in the last year of a 

lame duck’s term, and in this particular case our analysis suggests a particularly strong downturn of 

total cultural spending due to political circumstances.  

 

6. Conclusions  

 

Public spending on culture, generally small proportion of total public spending, is soon to become a 

fast growing item in national accounts. The economic literature finds interesting interpretations of 

this trend, and identifies culture as a key to a nation’s growth and competitiveness. 

Yet fiscal policy has since long been proved to be subject to the distorting incentives of political 

actors, and public spending on culture may be no exception.   

We have used data on 106 Italian cities and have verified that, though ideological factors do not 

seem to play a role, indeed some determinants of public expenditure on culture are political. In 

particular, we have identified an electoral cycle in which the incumbent spends less on culture 

around the election year. This challenges  the common view of more museum openings around the 

election date, and makes sense only if voters prefer other types of public spending with respect to 

culture. We have also found, for current expenditure on culture, a negative term-limit effect, and we 

have provided tentative explanations for this.  

                                                 
10  Notice the majority of them are left-wing (190 out of 310). 
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These findings stress that, in line with other theoretical and empirical works on the subject (Alesina 

and Tabellini (1990), Perotti (1996)), it is important to consider the effects of political variables not 

just on the size of government, but on its nature, namely the composition of public expenditure.. 

As for the implications for policy-making, the experience of Italian municipal governments shows 

that pleasing voters who ignore the positive contribution of cultural public spending on growth is a 

common practice, though perhaps a short-sighted behaviour. Given this kind of preferences by 

voters, the alternative option, a consistent public commitment in cultural spending, is possible only 

if it goes along with an appropriate communication and education strategy. 
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Data appendix. 
 
 

Data on cultural spending of Italian municipalities are available on line from 1998 up to 2006 on the 

website of the Italian Home Office (Ministero degli Interni): 

http://finanzalocale.interno.it/sitophp/home_finloc.php?Titolo=Certificati+Consuntivi. 

 

Political data on Italian municipalities from 1993 to 2006 have been collected by Fabio Padovano 

for IREF (Institut de Recherche Economique et Fiscal). We have constructed our political series 

after integrating this database with some missing data (referring particularly to Aosta, Bolzano, 

Trento, Pordenone, Udine, Gorizia, Trieste and some Sicilian cities).  

As far as the electoral dummy Electyear1 is concerned, we have classified as 1 all electoral years, 

which are different in every city. A second electoral dummy, Electyear2, classifies as 1 both the 

electoral year and the year previous to it. 

The classification of a party as left or right-wing has been made according to IREF; we only added 

Union Valdotaine to the group of left wing parties, as it was not mentioned in Padovano’s file. The 

left-right dimension has been recoded in Leftright along the 0 (right) – 1 (left) scale; mayors 

belonging to “civic list” and “not classified” parties (a very small minority) have been coded as 

missing. In electoral years, no matter the election date (usually in late Spring, sometimes in 

Autumn) the left-right dummy reflects the political stance of the incumbent. Centre party mayors 

are very few. 

Finally, we have constructed the termlimit dummy starting from IREF’s information about mayors’ 

names and from the consideration that the law 81/1993 prescribed that: 

- a two-term term limit was to be effective after a mayor had been elected twice after 1993 

- a third candidature was possible if either of the two mandates had ended before the mid-term date 

for any reason but voluntary resignation. 

 

Some relevant economic variables such as nominal GDP per capita (in euro) and the unemployment 

rate for each city in each year are from official national statistics by ISTAT. 

The socio-demographic variables (population, distribution of population across age classes  -

namely, the percentage of the population under 15 and over 65), and some indicators for the average 

level of instruction are from official and census statistics by ISTAT. 
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The proxy for the number of cultural clubs and societies has been extracted by Paolo Buonanno 

from official statistics by ISTAT for the period 1996-2003 and we have updated for the remaining 

years. 

 

The proxy for touristic attractiveness in terms of arts and monuments has been constructed using the 

“Carta del Patrimonio” map in Carta del Rischio by ICR (Istituto Centrale del Restauro). Each 

municipality is given a colour according to the number of cultural sites within it, and the range goes 

from 0 to 7, increasing with the attractiveness of the local artistic heritage. We used the same scale.  

 

Data about banking foundations’ cultural spending have been provided by ACRI (Associazione di 

Fondazioni e di Casse di Risparmio). We have elaborated ACRI’s data on banking foundations’ 

spending on culture in a number of cases: 

1. some banking foundations are not from a provincial administrative centre, but from a 

smaller town. We have considered in this case the province in which the town is located, and 

have imputed 25% of their total spending to its administrative centre; 

2. the names of some banking foundations refer to both a smaller town and its administrative 

centre, or to the administrative centre and its province. We have imputed 50% of their total 

expense to the administrative centre; 

3. the names of some of them include a number of administrative centres. In this case we have 

divided the spending figure according to weights reflecting their population; 

4. finally, the name of 4 banking foundations refers to a region (including many provinces), 

and one to two regions. In this case, just like in 2, we have assumed only half of their total 

spending goes to provincial administrative centres, the rest being directed to smaller towns, 

and we have used the same criteria as in 3. in order to calculate the share of expenditure in 

favour of  each provincial administrative centre11.  

The use of weights based on the relative size of towns may sound arbitrary but we believe it may 

closely reflect the marketing strategies or the effect of political influence on banking foundations’ 

decisions.  

                                                 
11  Fondazione Banca Nazionale delle Comunicazioni was neglected, as it did not have a territorial reference. Its 

expenditure in culture was however negligible. 
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TABLES. 

 

 

Table 1: per capita municipal expenditure on culture at constant prices: means and standard 
deviations, year by year. 
 

 
Total current cultural expenditure 
 

Current expenditure in libraries, museums 
and galleries 

YEAR Mean Std. Dev. Mean Std. Dev. 
1998 42.48254 27.97830  16.00728  13.34622 
1999 43.73586 31.57311  16.50094  14.26641 
2000 43.09214 27.66940  16.34063  13.66624 
2001 45.17583 29.68871  17.62633  14.43694 
2002 45.13309 29.07863  18.44973  16.00432 
2003 44.97124 27.77435  18.62741  15.91224 
2004 47.15355 35.48370  19.03287  16.84850 
2005 45.26785 27.57870  19.04120  17.23211 
All 44.62341 29.61828  17.69949  15.25392 
 
 
Table  2: Left-right dimension in Italian provincial administrative centres, 1998-2005. 
 
No. of cities: No. of cities

always run by the Left 41 

always run by the Right 20 

with at least one change in political colour 45 

 

 

Table 3: Political data. 

Year no. of  
municip. 
election 

no. of 
left-
wing 
mayors 

no. of  
term-
limited  
mayors 

no. of 
obs. 
 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

Tot. 

33 

32 

12 

24 

29 

11 

30 

13 

184 

69 

62 

60 

59 

58 

61 

63 

64 

496 

18 

31 

46 

49 

43 

43 

44 

36 

310 

106 

106 

106 

106 

106 

106 

106 

106 

848 
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Table 4: Dependent variable: per capita municipal current spending on culture at constant prices, 

1998 – 2005 (106 Italian cities), with electoral dummy electyear1 

 
 OLS OLS WP Cluster GLS RE FE 
C -87.5539*** -87.5539 -54.974*** -52.3495** 12.8718 
Gdp 0.00105*** 0.00105* 0.0008*** -0.00012 -000046 
Unempl -76.3838*** -76.3838 -71.46*** -72.249*** -64.57** 
 BFexp 0.08724*** 0.08724*** 0.03847* 0.0621*** 0.04757** 
Monument 6.1858*** 6.1858*** 6.018*** 8.179***  
Oldpopul 285.8975*** 285.8975** 230.8687*** 160.6097** -83.5308 
Youngpopul 251.0147*** 251.0147 101.4344*** 484.9169*** 442.6170*** 
Failmandsch 0.3186 0.3186 0.381* -2.6458***  
Cultsociety -0.1487** -0.1487 -0.1433*** 0.0751 0.01323 
Electyear1 -2.3374 -2.3374* -1.949** -2.7471** -2.9649** 
Electyear2      
Termlimit -2.6035 -2.6035 -1.0808 -2.6967** -2.4344** 
Leftright 4.3760** 4.3760* 3.3735*** 1.5094 0.1077 
Rsquare 0.4206 0.4285 0.4285 0.3263 0.82 
 
 

Table 5: Dependent variable: per capita municipal current spending on culture at constant prices, 

1998 – 2005 (106 Italian cities), with electoral dummy electyear2 

 
 OLS OLS WP 

Cluster 
GLS RE FE 

C -88.3652*** -88.3652 -50.851*** -52.4462** 13.9319 
Gdp 0.00104*** 0.00104* 0.0008*** -0.00014 0.00008 
Unempl -76.8767*** -76.8767 -73.034*** -74.9269*** -67.5197*** 
 BFexp 0.08739*** 0.08739*** 0.0407* 0.0629*** 0.0486** 
Monument 6.1981*** 6.1981*** 6.030*** 8.2051***  
Oldpopul 286.667*** 286.667** 223.659*** 162.8334** -82.2534 
Youngpopul 252.4687*** 252.4687 89.009** 485.8586*** 443.9097*** 
Failmandsch 0.3309 0.3309 0.369* -2.6158***  
Cultsociety -0.1472** -0.1472 -0.1442*** 0.07828 0.0056 
Electyear1      
Electyear2 -0.3782 -0.3782 -0.549 -1.497 -1.7990* 
Termlimit -2.494 -2.494 -0.927 -2.6222** -2.3683** 
Leftright 4.2925** 4.2925 4.2925** 1.4686 0.0584 
Rsquare 0.4196 0.4276 0.4276 0.3261 0.82 
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Table 6: Dependent variable: per capita municipal spending on libraries, museums and galleries at 

constant prices, 1998 – 2005 (106 Italian cities), with electoral dummy electyear1 

 
 OLS OLS WP 

Cluster 
GLS RE FE 

C -52.546*** -52.546** -43.942*** -22.8279** -13.1485 
Gdp 0.00107*** 0.00107*** 0.0007*** 0.0002 0.0001 
Unempl -0.179 -0.179 -19.944*** 2.0295 4.4652 
BFexp  0.0407*** 0.0407* 0.0238* 0.0527*** 0.0555*** 
Monument 2.194*** 2.194*** 2.304*** 3.1888***  
Oldpopul 159.749*** 159.749*** 152.464*** 85.5008** 46.1399 
Youngpopul 56.452* 56.452 62.115*** 120.7038*** 112.9341*** 
Failmandsch 0.1919 0.1919 0.0811 -1.2401***  
Cultsociety -0.1044*** -0.1044*** -0.0675*** 0.0447 0.0818 
Electyear1 -0.8637 -0.8637 -0.3932 -0.9263** -0.9730** 
Electyear2      
Termlimit -1.2187 -1.2187 -0.995* -0.3477 -0.2053 
Leftright 0.3637 0.3637 -0.494 -0.5003 -0.7088 
Rsquare 0.4503 0.4578 0.4576 0.35 0.89 
 
 
Table 7: Dependent variable: per capita municipal spending on libraries, museums and galleries at 
constant prices, 1998 – 2005 (106 Italian cities), with electoral dummy electyear2 
 
 OLS OLS WP 

Cluster 
GLS RE FE 

C -52.695*** -52.695** -43.571*** -22.2674** -12.3417 
Gdp 0.00106*** 0.00106*** 0.0007*** 0.0002 0.0001 
Unempl -0.391 -0.391 -20.536*** 1.1873 3.5751 
 BFexp 0.0408*** 0.0408* 0.0247* 0.0529*** 0.0559*** 
Monument 2.199*** 2.199*** 2.328*** 3.2057***  
Oldpopul 159.876*** 159.876*** 151.637*** 84.9959** 45.3382 
Youngpopul 56.718* 56.718 62.551*** 120.3471*** 112.4757*** 
Failmandsch 0.1961 0.1961 0.0706 -1.2406***  
Cultsociety -0.1039*** -0.1039 -0.0673*** 0.0437 0.0797 
Electyear1      
Electyear2 -0.2853 -0.2853 -0.2149 -0.7520* -0.8180** 
Termlimit -1.1854 -1.1854 -0.966** -0.3366 -0.1958 
Leftright 0.3416 0.3416 -0.525 -0.4948 -0.7024 
Rsquare 0.4498 0.4574 0.4576 0.35 0.89 
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