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Abstract. Public expenditure on cultural services reflects a society’s dedication to preserving heritage, fostering
creativity, and promoting social cohesion. Despite its importance, cultural spending often becomes a target for
reductions during periods of fiscal stress or economic downturns as governments reallocate resources to perceived
higher-priority areas. This study uses Eurostat data from European nations to examine the relationship between public
expenditure on cultural services and government fiscal health. The article aims to assess whether cultural investment
increases in times of fiscal surplus or suffers disproportionately during periods of high public debt and budgetary
constraints. The econometric approach of this research is made by panel data regression, complemented by other
statistical tests, studying the interlink between cultural spending and fiscal variables such as the general government
balance sheet and debt-to-GDP ratios. Particular attention is paid to countries with high levels of public debt to assess
whether or not cultural investment is deprioritized vis-a-vis other sectors. The study results indicate that cultural
spending has been considered core, and governments prioritize it, even against the economic turmoil, for its more
general contribution to social welfare and cultural capital. At the same time, cultural budgets might be inflexible in
responding actively to macroeconomic conditions and reduce cultural investment’s potential to serve as an economic
recovery instrument in times of recession. This paper provides broader evidence on fiscal policy and public investment
that policymakers and other stakeholders can use to develop strategies that protect cultural funding, even during
periods of economic uncertainty, for long-term societal benefits.
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BurpaTu Ha KyJabTypy fIK IHAUKATOP (PICKAJIBHOI MOJITHKHU:
eMIIPUYHE J0CTi/IZKEHHS OK0IKEeTHUX 00MeKeHb i IUHAMIKH JIep:KaAaBHOT0 00pry
B €BPONEHCHKUX KpaiHax

Anomauyin. Jlepocasni sumpamu Ha Kyavmypy 6i0obpasicaroms 6i00aHicmb CYCRilbCmea 30epedtCenHio Cnaouuru,
CHPUAHHIO MBOPHOCMI ma coyianbhilil eonocmi. He3gadicaiouu nHa c6010 8adNCIUBICMb, GUMPAMU HA KYIbIMYPY 4ACMOo
cmailoms  Yinnio 01a CKOpOYeHHA 6 nepioou QickanbHo2o cmpecy abo eKOHOMIYHO020 Ccnaody, OCKINbKU Ypaou
nepeposnodiisoms pecypcu Ha Oitbid npiopumemui cepu. Y ybomy 00CHONCEHHI SUKOPUCMOBYIOMbCsL OaHI 6a3u
€spocmamy w000 €8poneucbKux Kpait, oo 0oCcaioumu 63aEmo38’ 130K Midc 0epAHCAGHUMU GUMPAMAMU HA KYIbMYPHI
nociyeu ma Cmamom 0epxrcagnozo 6wodxcemy. Cmamms mac Ha Memi OYiHUMU, YU 30LbULYIOMbCA iHGecmuyii 6
Kynomypy nio yac ¢inancosozo npogiyumy yu Henponopyitino cmpaxcoaioms y nepioou 8UCOK020 0eprHcagHozo bopey
ma 61dxcemuux odomedceHb. Exonomempuunuii nioxio ybo020 OO0CHIONCEHHS IDYHMYEMbCSA HA peepecii NAHEeNbHUX
OaHux, O0NOGHEHIl THMUMU CIMAMUCIUYHUMY TECMAMU, WO BUGHAIOMb B3AEMO38’ A30K MIdIC BUMPATAMU HA KYLbINYDY
ma @ickanbHuMUu 3MIHHUMU, MAKUMU K OAIAHC 3A2aNbH020 O0epIHCABHO20 YNPAGIIHHSA Md CHiBBIOHOUIeHHS 6opey 00
BBII. Ocobnusa ysaca npudinsiemvcsa Kpainam i3 8UCOKUM PIBHEM 0epAucagHo20 Oopey, wob oyiHumu, yu € ingecmuyii 6
KVIbMypy HNpIiOpUumemHuMu HOPIGHAHO 3 eumpamamu Ha iHwi c@epu. Pesynbmamu 0ocniodxcenus ciouamv, ujo
BUMPAMU HA KYTbMYPY 86AXHCAIOMbCA OCHOSHUMU, § YPAOU, HABIMNb HE36AXHCAIOUU HA eKOHOMIYHI NOMPACIHHA, 8100aAl0Mb
iM npiopumem uepes ix Oinb 302aNbHULI BHECOK Y COYiaNbHe 3aDe3neuenHs ma KylbmypHuti kanimai. Y moi dce uac,
KVIbMYPHI  01002iICemu MOJCYMb  OYyMu HESHYYKUMU, WoO aKMUEHO peazy8amu HA MAKPOEKOHOMIYHI yMO6u ma
3MEHULY8amu NOMEHYIal KYJIbMYPHUX THEeCMUYill SIK IHCMPYMeHma 6i0HOGIeHHS eKOHOMIKU nid yac peyecii. Cmamms
NPONOHYE wupuii O0KA3U Wooo QICKATbHOI NONIMUKU MA 0ePAHCABHUX TH8eCMuUYill, IKi NOIIMUKY ma Hwi 3ayikaeneHi
CIMOPOHU MOJCYMb BUKOPUCMO8Y8amu 0I5l pO3pOOKU cmpameziil, 5iKi, Hagimbv y nepioou eKOHOMIYHOI HeU3HAYEeHOCMII,
3axuwaoms Kyibmyphe Qinancy8ants 01 00620CMpOKOGUX CYCHIIbHUX U200,

Knrouosi cnosa: xynomypua exonomixa, oOepoicasHuil 0w00dcem, @QIiCKaibHa NOMMUKA, OepiucasHi iHgecmuyil,
EKOHOMEMPUHHUT AHATLS.

INTRODUCTION described as adverse. Being a quasi-public good, cultural

Public expenditure on cultural services is essentia to
encouraging creative industries development and social
cohesion. Public spending usually varies widely among
countries and economic cycles, as it is discretionary.
While cultural services may benefit society over the long
term, funding is often sacrificed when fiscal stress occurs
because governments must prioritize health, education,
infrastructure and other key sectors. This dynamic raises
an important question: how does a government’s fiscal
health influence its spending on cultural services?

The purpose of this paper is to present an analysis of
the relationship between public expenditure on cultural
services and the fiscal condition of governments,
focusing on European nations. Researchers seek to
understand the extent to which fiscal health determines
the level of public investment in culture and how
governments balance fiscal constraints with the need to
sustain cultural services. There is a call for balanced
fiscal decision-making that guarantees that the priority of
cultural services is sustainable in conditions that may be

services often have difficulty securing consistent funding,
as they are usually seen as secondary in importance to
other socia priorities. The study aso builds on the
existing empirical literature, which has been dominated
by hedlth and education, by filling an important gap in
knowledge on the fiscal dynamics of investment in
culture. It underlines the importance of long-term societal
benefits when public resources are alocated, especially
within the cultural sector. Cultural spending and fiscal
policy are important but less broadly debated aspects of
public expenditure, particularly in the case of the
European economies faced with budget squeezes and
rampant public debt. While governments must spend with
limited fiscal constraints, cultural spending is too readily
considered non-discretionary and susceptible to cuts.
Cultural investment generates significant long-term
economic and social benefits in its own right through its
ability to build human capital, promote socia inclusion,
and stimulate economic innovation.
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The findings will contribute to the greater discourse
on sustainable public finance, especially in relation to
cultural policy. They will also provide practical guidance
for policymakers through the complexities of fisca
management in both high- and low-debt environments.

LITERATURE REVIEW

One central theme in the area of cultural economicsis
the justification of public intervention in providing
cultural goods and services because of inherent market
failures. Naturally, a cultural good tends to be non-
rivalrous and at least partly non-excludable; hence, it is
under-provided in private markets. Frangoise Benhamou
underscores this point, noting that Pareto’s political
economy is hased on the idea that free-market
competition alows for attaining an optimum in terms of
collective well-being (Benhamou, 1996). However,
cultural investment does not occur in isolation; it is
embedded within the broader context of fiscal policy.
Governments must balance multiple spending priorities,
especially when faced with budgetary constraints or high
public debt. One of the critical challenges in public
finance is the interplay between different government
policies and their unintended consequences. Ruth Towse
observes, “Even if a given government policy has the
support of an overwhelming consensus and is properly
implemented, it faces the offsetting consequences of
other government policies. Benefits of progressive
income taxes designed to provide more income to the
poor may be cancelled out by agricultural price supports
which make food more expensive” (Towse & Khakee,
2011). This observation is important in understanding
cultural investment in a tight fiscal economy. While
cultural policies may be widely supported, their
implementation can be seriously weakened by competing
fiscal policies, austerity measures, or changes in tax
structures that lower overall government revenues.

In this regard, two economic glasses provide the best
means to anayze the government’s approach to cultural
investment. On the one hand, the economic-material
dimensions, for instance, direct funding, subsidy, and tax
incentives, present an economical method to examine
cultural services provided, while on the other hand, a
more general perspective concerning the current
economic environment for a rational choice model for
investment into culture guided by measurable economic
return. Alan Peacock highlights this dual perspective,
stating that “economics and art can be combined in two
quite different ways. as the anaysis of economic or
material aspects of artistic activities, and in the extreme
as monetary dealings in art; and the application of the
economic or rather the rational choice methodology to
art” (Peacock & Rizzo, 1994). This raises an important
guestion: Do governments treat cultural investment as a
strategic economic sector or a discretionary expense that
can be reduced when fiscal constraints arise? A country’s
revenue-generating ability further shapes the fiscal
constraints on cultural investment. As Carl E. Van Horn
explains, “Economists define fiscal capacity as a
jurisdiction’s revenue-raising ability relative to the
spending needs it faces” (Van Horn, 2006). This becomes

paticularly relevant to understanding why some
governments can sustain cultural expenditure in
conditions of high public debt while others introduce
severe spending cuts. In this respect, governments with
high fisca capacity by reason of efficient taxation
systems, diversified revenue streams, or access to low-
cost borrowing may be able to protect cultural investment
even in economic downturns. Conversdly, states with
weak fiscal capacity cannot afford the political cost of
justifying expenditures for non-essential services; hence,
cultural services become an easy target during periods of
retrenchment. The problem of fisca capacity is
exacerbated when public debt reaches alarming levels.
Alessandro Missale notes that public debt management
requires  strategic  decisions about  government
obligations' structure, maturity, and sustainability.
Cultural spending is often among the first budgetary
items to be cut when debt levels become unsustainable.
Michael Brauninger further expands on this relationship,
stating that “the government fixes the budget deficit ratio.
If the deficit ratio stays below a critical level, then there
are two steady states where capital, output, and public
debt grow at the same constant rate” (Brauninger, 2005).
This highlights a key chalenge: while deficit financing
can allow governments to sustain cultural investment in
the short term, it must remain within sustainable limits to
prevent long-term economic stagnation.

Therefore, public intervention in the interest of
culture gains legal ground from cases of market failures,
which aso emanate from the nature of goods that are
indivisible but either collective or mixed. According to
this conceptual framework, cultural services, though
inherently essential for any society’s social welfare, also
need state promotion to ensure at least their ample
provision. At this point, establishing clear political
objectives becomes absolutely relevant in economic
policy related to culture. Furthermore, Ruth Towse and
Abdul Khakee emphasize that “before we can decide
whether or not a set of cultural policies has a consistent
pattern, it is necessary to specify the policy objectives’
(Towse & Khakee, 2011). In this case, without well-
defined objectives, it becomes hard to determine whether
public investment in culture yields desired outcomes,
especialy within broader fiscal policies. This is where
governments have to balance short-term fiscal redlities
with long-term cultural objectives, ensuring that cultural
services are not disproportionately affected during
periods of austerity.

While the theory of public goods and the recognition of
market failure offer a sound rationale for cultura
expenditures when fiscal surplusis available, the advent of
fiscd constraints begs questions of priority setting, and
cuts may take place in those areas percelved to be
discretionary, including culture. A central tension exists
between the socia value created by investment in culture
and its perceived discretionary status in public budgets, and
it isthis tension that underpins much of this research study.

In the past sixty years, cultural economics has become
an important academic field of investigation that cuts
across arts organizations, creative industries, and public
policy. Ruth Towse and Trilce Navarrete Hernandez,
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intheir Handbook of Cultural Economics, observe that
“over the past 60 years, cultural economics has
established itself as afield of study that is relevant to arts
organizations, creative industries, cultural policy and,
increasingly, to economic policy for growth and
development” (Towse & Hernandez, 2020). This
underscores the growing recognition of culture's role in
economic development, particularly in fostering
creativity, innovation, and social cohesion. Dominic
Power reinforces this argument by discussing the rise of
the so-called “new economy,” stating that “since the early
1980s, a so-called new economy has steadily risen to
prominence as a focus of employment and output growth
in virtually all the major capitalist societies. This new
economy is represented primarily by sectors such as high-
technology manufacturing, neo-artisanal  consumer
products, and diverse services, al of which have a
propensity to take organizational shape as complex value-
added networks’ (Power & Scott, 2004). This will aso
show that cultural industries are not at al passive
beneficiaries of public spending but rather proactive
contributors to economic growth. Even with straitened
finances, governments may perform better in
complementarity  with  creative, high-value-added
industries linked to digital media, gaming, and creative
entrepreneurship.

Despite widespread recognition of its importance,
culturd investments dill lack exhaustive impact
assessment studies and predictive moddling. As Xiao
Zhou et d. point out, “Even though the ability of culture to
promote loca regeneration has recelved genera
acceptance, large-scale evaluation and prediction of its
impact are still not widely practised” (Zhou et a., 2017).
Therein lies much of the critical gap in research on cultura
policy, especialy where the long-term socioeconomic
returns of cultural investment are concerned. This gap is
further widened during fiscal crises when governments are
pressured to cut spending in areas where immediate
economic returns are hard to quantify.

If cultural economics interacts with broad economic
development policies, this is especially relevant for high-
debt countries with fiscal stress and consequently limited
discretionary spending. While the role of cultural services
in stimulating local economic growth and regeneration is
increasingly recognized, they <till remain particularly
vulnerable to budgetary constraints. This paper's
contribution to the literature is an empirical test of
whether high public debt is associated with reduced
cultural expenditure, hence highlighting the order of
deprioritization of cultural services during fiscal stress.

The relationship between fiscal policy and public
investment is well-documented in the literature, with
scholars emphasizing the trade-offs governments face
when managing public expenditure under fisca
congtraints. Evsey D. Domar noted that “public
investment financed by borrowing, though perhaps the
most direct and evident, is by no means the only method
of dealing with the situation” (Domar, 1944). Domar's
analysis underscores the complexity of financing public
goods, including cultura services, through deficit
spending. While borrowing can temporarily sustain

public investment, it often leads to increased public debt,
necessitating future fiscal consolidation. High levels of
public debt impose significant constraints on fiscal
policy, reducing governments flexibility in funding
discretionary sectors such as culture. Alessandro Missale
highlights that the choice of currency denomination,
indexation, and maturity structure of public debt is an
increasingly important aspect of policy in aworld of high
debts and financialy integrated markets (Missae, 2023).
High-debt countries must carefully manage their fiscal
policies to maintain market confidence, often leading to
spending cuts in less politically sensitive areas like
culture. This dynamic is particularly pronounced in the
European context, where strict fiscal rules, such as those
outlined in the Maastricht Treaty, limit the fiscal
flexibility of high-debt countries. Toshiki Tamai further
illustrates how economic crises shape fiscal policy:
“In recent years, global economic crises have repeatedly
emerged, such as the Lehman shock, the Greek crisis, and
the European sovereign debt crisis. Amid the economic
crisis, many countries employed a temporary
expansionary fiscal policy to stimulate the economy and

overcome the ensuing economic recession” (Tamai,
2014). While fiscal expansion may temporarily

accommodate the financing of public services during
crises, it often goes along with higher public debt, usually
compensated  afterwards through fiscal tightening.
Theresultant fiscal cycle of expansion and contraction is
particularly significant for investment in culture, which
suffers during consolidation phases.

The theoretica framework developed in this study
knits together significant insights from public goods
theory, cultural economics, and fiscal policy analysis.
It charts the intrinsic trade-offs that governments have to
face in financing cultural services, especially during
times of fiscal constraint. It also points to the need for
clear policy objectives in cultural investment, as
suggested by Towse and Khakee, and the evaluation of
the long-term socioeconomic impacts of such investment,
as noted by Zhou.

RESEARCH OBJECTIVES

The study aims to merge established theories and
empirical insights to deepen an understanding of the
economic rationae behind investment in culture,
especialy within the context of fiscal restraint.

This research paper will review the cumulative
evidence on cultural economics and public finance.
It carries out an in-depth analysis of how fiscal health
influences the share of public expenditure on cultural
services, thus enabling policymakers to help them devise
abalanced fiscal strategy that protects cultural investment
without compromising fiscal responsibility.
Thetheoretical framework underlines the complex
relationship between cultural investment, fiscal policy,
and economic development. On the one hand, cultural
services are often considered public goods, which, owing
to market failures, need some form of government
intervention. On the other hand, they have often been
treated as low-priority items when fiscal stringency has
compelled competing budgetary claims to be heard.
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By combining perspectives on fiscal capacity, budget
deficits, and economic transformation, the present
research empirically examines whether cultural
investment is systematically reduced in high-debt states
and whether the economic trajectories of governments
that maintained cultural spending differed from those that
cut their cultural budgets.

RESEARCH METHODOL OGY

The data for the research was obtained from the
Eurostat database Government Finance Statistics.
Precisely, two data sets are involved:

1) General Government Expenditure by Function
(COFOG) — Public expenditure on cultural services
by European countries (Eurostat, 2024).

2) General Government Balance and Debt — To get
data about the fiscal position of the government:
government balance sheet — surplus/deficit, and level
of public debt (Eurostat, 2025).

Figure 1. Geographical map depicting the countries from which data was centralized

Source: Constructed by the authors (2025).

Data consists of annual observations for a sample of
19 European countries within a chosen timeframe from
2013 to 2022. The data contains enough variation in
fiscal conditions and public spending. The sample retains
only those countries with continuous reporting in both
datasets, allowing for comparable reliability in the data.

Hypothesis:

H1: Public spending on cultural services is positively
associated with fiscal surplus or improved government
financial resources.

The given hypothesis flows from the supposition
that, in a better fiscal position, the government would
commit more to cultural services to demonstrate that
culture is not last in the pecking order when budgetary
constraints are slack.

H2: Compared with other sectors that can indicate a
deprioritization of the cultural sector, public spending on
cultural services has been relatively low in countries with
high public debt levels.

It assumes that the highly indebted government will
more likely reduce or keep the amount spent on culture at
a minimum, mainly since fiscal adjustments are aways
targeted towards more critical areas.

To some, the “art” element in econometrics has made
several eminent economists sceptical of the power of
econometrics in yielding sharp predictions (Baltagi,
2011). The key variables used in this analysis include
cultural expenditure as the dependent variable and
government balance and public debt as the primary
independent variables.

Cultural expenditure is the share of total government
expenditure on cultural services, as obtained from datain
the Classification of the Functions of Government
framework supplied by Eurostat. The main independent
variables include government balance and public debt in
percentages of GDP. Government balance is a country’s
fiscal position, with a positive value indicating surplus
and a negative value reflecting deficit.

In contrast, represented by public debt, the ratio of all
government debt to GDP is aso included as a better
proxy of fiscal pressure or even fiscal binding. This has
proved necessary in showing how much fiscal hedlth
could affect the apportionment of public resources to
cultural services. As Friedman’'s argument illustrates, the
question of the appropriate objectives for economic
theory cannot be disentangled from the question of the
appropriate methods of theory appraisal (Gerrard, 2002).

This study’s econometric model tests two major
hypotheses regarding the relationship between fiscal
health and cultural expenditures. The first hypothesis
(H1) posits that public expenditure on cultural services
increases in tandem with fiscal surpluses, indicating a
positive relationship between cultural investment and
government financial resources.

The second hypothesis (H2) suggests that countries
with high public debt allocate a smaller proportion of
their budget to cultural services, implying that cultural
spending is deprioritized during periods of fiscal stress.

Based on testing these hypotheses, the present study
provides empirical evidence on how fiscal constraints
affect prioritization in public budgets for cultural services.
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The researchers performed subgroup anaysis by
categorizing countries into high-debt and low-debt
groups. High-debt countries refer to those whose public
debt has surpassed 60% of GDP. In contrast, |ow-debt
countries have public debts below the threshold.

Separate regressions are estimated for each subgroup
to identify the differences in the relationship between
fiscal variables and cultural expenditure according to a
country’s debt burden. This would alow a more fine-
grained understanding of the impact of fiscal stress on
cultural investment in various economic contexts.
Statistical software was used to process panel data

%2013 2014 2015 2016 %2017
DepVb IndVb  Ind Vb
Euro area - 19 countries (2015-2022) 1 w32 1 8 25 10 91 2 09 w0 15
Belgium 09 105 32 09 1065 32 09 1056 25 1 w054 24
Bulgaria 12 7 07 14 7 54 15 259 19 11 w1 03
Crechia 14wy a3 14 a5 21 14 395 07 14 w2 07
Denmark 12 a8 09 12 487 14 12 mp 09 13 a7 03
Germany 09 774 01 09 5 07 09 712 09 08 e83 11
Estonia 28 14 02 27 16 09 26 108 02 26 02 01
Ireland 08 w75 63 09 1013 35 ) 74 2 09 75 08
Greece 02 1804 135 02 1827 38 0z 1796 59 03 131 02
Spain 1100 75 1 1044 6 10 1025 53 1 1020 42
France 14 w5 49 14 %1 46 12 %9 39 12 w1 38
Croatia 15 795 55 15 832 51 14 w8 35 13 793 1
Italy 06 1318 29 06 138 28 07 1347 25 05 142 24
Cyprus 06 1075 55 05 1127 88 o7 1116 08 07 wes 05
Latvia 31 a8 13 31 431 A7 29 383 15 26 a7 0
Lithuania 16 389 27 17 407 A8 18 424 08 2 wms 0
Luxembourg 11 24 08 11 219 13 1 21 13 12 198 19
Hungary 15 72 26 16 765 28 16 757 2 21 s 48
Malta 16 649 22 2 607 1S 21 55 08 19 s 11
Netherlands 1 e2 29 1 ez 22 10 e38  -18 11 es 02
Austria 11 s24 2 1 82 19 10 86 05 11 ma 45
Poland 15 %9 42 16 511 37 15 511 26 15 sa1 24
Portugal 06 1308 52 05 1325 74 04 13 45 06 112 19
Romania 11 w8 23 13 a1 12 12w 08 11 ws 25
Slovenia 13 708 112 15 811 45 15 834 28 14 4 2
Slovakia 13 s 29 11 534 32 12 516 28 1 s21 26
Finland 09 608 25 09 648 3 09 688 24 09 s 17
Sweden 11 8 16 12 457 18 1 w5 03 1 w8 09

regression. Descriptive statistics, correlation matrices,
and diagnostic tests are peformed to check
for multicollinearity, stationarity, and model assumptions.

RESULTSAND DISCUSSION

The descriptive analysis of the levels of cultura
investment in countries provides important information
on the distribution and dispersion of government
expenditure related to cultura services. Cultural spending
is the dependent variable, and total debts and public
deficit are independent variables.

2018 2019 2020 2022

1457
%5
459
433
244 1
762
496 7
504
824

69 13 53

1239
483
748
602
732

401 367

416 298

Figure 2. Tabular representation of dataretrieved from the Eurostat database, displaying key statistical
indicators relevant to the study

Source: Data processed by the authors (2025).

The mean amount of cultural investment is 1.21% of
total government expenditure, indicating that, on average,
governments invest a modest part of their budget in this
area. The median of 1.1% and the mode of 1.2% show a
small dispersion of most countries’ expenditures around
these figures, with a slight upward skew-evidenced by the
skewness at 0.655. This implies some right-skewed
distribution due to a few countries with higher-than-
average investment levels.

This data set has a medium degree variability:
the standard deviation equals 0.546, whereas the range is
from 0.3% (minimum investment) to 2.2% (maximum).
Such a range reflects sharp differences between countries
that may be due to fiscal priorities or economic
conditions. The Kkurtosis value -0.304 indicates a
platykurtic distribution with fewer outliers and relatively
stable dispersal. Taken together, these measures underpin
the inequality of cultural investment across nations, some
of which invest substantialy less because of fiscal
restraint or different policy priorities. The overall full
cumulative investment of 32.6% throughout the countries
and the variance of 0.298-that is, a generally moderate
variance-reveal the same basic pattern of consistent yet
unequal distribution. The said results form a good starting
point for further analysis to determine the factors
underlying cultural expenditure, particularly fiscal
conditions, such as government debt and budgetary
balance, in setting investment patterns.

On the European scene, minor variables have kept the
genera level of cultural investment roughly the same

regardless of whether any fluctuation increases public
debt or improves fiscal balance. This means that cultural
investment, for any short economic volatility or possible
government fiscal variations, has not largely changed.
Whether this debt rises or budget deficits rise, the
contribution towards the culture sectors seems mostly
constant. Such a pattern would suggest that cultural
investment is  strategicaly  prioritized, cultura
expenditures being along-term public good.

Cultural investment may be insulated from fiscal
austerity or economic expansion pressures in a way that
reflects its importance in fostering societal cohesion,
preserving heritage, and creative industries. This trend
may also reflect ingtitutional mechanisms or political
commitments that insulate cultural budgets from fiscal
duress. However, the other side of such stability is alack
of responsiveness by cultural policies to change economic
fortunes. To the degree that cultural investment is
unaffected by fiscal pressure, for instance, it diminishes
the potential to use public funding strategically during
periods of growth or recovery.

Conversaly, this  might mean resisting
disproportionate cuts in times of economic downturn in
areas that tend to be less valued for their indirect
contributions to economic and socia life. Therefore, it
cals for sophisticated cultural policy frameworks that
manage stability and flexibility in a balanced way,
making sure cultural investments meet broader economic
and social goals.
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Figure 3. Comparison of government spending and public debt & balance

Source: Data processed by the authors (2025).

Further econometric analysis will provide more
nuanced insights into these dynamics. The resultsreveal a
statistically significant negative relationship between
these variables, suggesting that cultural expenditures tend
to decline as public debt increases. The model’s
R2R"2R2 value of 0.2634 indicates that approximately
26.34% of the variation in cultural spending can be
explained by public debt, while the adjusted R2R"2R2 of
0.2339 accounts for degrees of freedom, providing a
more conservative estimate of explanatory power.

The multiple RRR value of 0.5132 reflects a moderate
correlation between the two variables, and the standard
error of 0.4781 shows the average deviation of observed
values from predicted values. The ANOVA results
confirm the mode’s overall significance, with
an FFF-statistic of 8.94 and a ppp-vaue of 0.00618, well
below the 1% significance threshold. The intercept of
1.7086 suggests that cultural expenditure would represent
approximately 1.71% of total government expenditure in
the absence of public debt.

Meanwhile, the coefficient for public debt is -0.0074,
indicating that for every 1% increase in public debt as a
percentage of GDP, cultura expenditure decreases by
approximately 0.0074%. This negative relationship is

SUMMARY OUTPUT

Regression Statistics
Multiple R 0,513234
R Square 0,263409
Adjusted | 0,233945
Standard | 0,478115

statistically significant, as shown by the ttt-statistic of -
2.99 and a ppp-vaue of 0.00618. The 95% confidence
interval for this coefficient, ranging from -0.01257 to -
0.00232, consistently supports the negative impact of
public debt on cultural expenditure.

These findings align with the hypothesis that fiscal
congtraints driven by high public debt levels lead
governments to reduce discretionary spending, including
cultural investments. However, the moderate R2R"2R2
suggests the influence of additional factors that warrant
further investigation to better understand the dynamics
between fisca policies and cultura expenditure.
A second regression analysis investigates the relationship
between state deficits in percent of GDP and cultural
expenditure in percent of total government expenditure.
The regression result is a weak and datisticaly
insignificant relationship between the two variables.
The R2 of 0.0294 shows that only 2.94% of the variation
in cultural expenditure is explained by changes in state
deficits, meaning that other factors predominate in
influencing cultural investment. The adjusted R2R"2R2
is even negative: -0.0095, reflecting the lack of
explanatory power and raising questions about the
relevance of state deficits as a predictor in this context.

Observatic 27
ANOVA
df 55 MS F ‘gnificance F
Regressiot 1 2,043664 2,043664 8,940138 0,006185
Residual 25 5,714855 0,228594
Total 26 7,758519
Coefficientsandard Erri  t Stat P-value Lower 95%Upper 95%ower 95,0%pper 95,0%

Intercept 1,708639 0,191228 8935088 2,96E-09 1,314797
-2,99001 0,006185 -0,01258

X Variable -0,00745 0,002491

2,10248 1,314797 2,10248
-0,00232 -0,01258 -0,00232

Figure 4. Regression from public spending and public debts

Source: Data processed by the authors (2025).
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The standard error is 0.5488, reflecting moderate
dispersion of the data. The results of ANOVA essentially
confirm that this model has only weak explanatory
strength: F-statistic: 0.7560; p-value: 0.3929, very far
above traditional significance thresholds such as 0.05.
Besides, such satistical insignificance points to the
inability of a model to outline a significant level of
association between state deficits and cultura
expenditure. The intercept of 1.1355 suggests that, for
zero state deficits, cultura expenditure is forecasted to be
around 1.14% of total government expenditure.
The coefficient of the state deficit variable is -0.0329,
indicating a dight negative relationship: for every 1%
increase in state deficits, cultural expenditure falls about
0.033%. This effect is not statistically significant, given
the t-statistic -0.8695 and p-value 0.3929. The 95%

SUMMARY OUTPUT

Regression Statistics
Multiple R 0,171326
R Square 0,029353
Adjusted F -0,00947
Standard | 0,548846

®iHaHCKM Ta oNOAATKYBaHHA
confidence interval for the coefficient ranges from
-0.1108 to 0.0450, crossing zero, again indicating no
significance. These findings suggest that state deficits in
their own right do not exert a significant or dependable
impact on cultural spending, reflecting the complexity of
fiscal decision-making and the probable effect of other
macroeconomic, political, and institutional variables on
cultura investment.

This fact is borne out by the narrow margins of
variation and the stability in fiscal conditions, such as
increasing public debt and deterioration in fiscal balance.
Theimplication here would be that cultural expenditureis
some form of quasi-fixed expenditure; governments
prioritise its long-term benefits to society, for example,
education, tourism, and national identity.

Observatic 27
ANOVA
df SS MS F ‘gnificance F
Regressior 1 0,227733 0,227733 0,756008 0,392852
Residual 25 7,530785 0,301231
Total 26 7,758519
Coefficientsandard Errc  t Stat P-value lower 95%Upper 95%ower 95,0%pper 95,0%

Intercept 1,135525 0,134132 8,465722
X Variable -0,0329 0,037833 -0,86949

8,25E-09 0,859275 1411775 0,859275 1,411775
0,392852 -0,11081 0,045023 -0,11081 0,045023

Figure5. Regression from public spending and public debts

Source: Data processed by the authors (2025).

The regresson anadlysis shows a datisticaly
significant but small negative relationship between public
debt and cultura investment, meaning that, though debt
affects cultural funding, the effect is small, probably
because of cultural goods' public or quasi-public nature,
which requires continuous government  support.
By contrast, the fisca balance had no statisticaly
significant effect on the level of cultural investment; this
might underpin the fact that expenditure related to multi-
year programs and multi-annual activities is generally
“sticky.” Such consistency reveals that cultural spending
has been considered core, and governments are
prioritizing it, even against the economic turmoail, for its
more general contribution to socia welfare and cultural
capital. On the other hand, the findings also revea that
cultural budgets might be inflexible in responding
actively to macroeconomic conditions and reduce the
potential of cultural investment to serve as one of the
economic recovery instruments in times of recession.

This conforms to the broader understanding of
cultural goods, whose positive externalities include
stimulating creative industries and facilitating urban
regeneration, while their indirect economic value remains

underestimated in fiscal metrics. Cultural spending's
relative inelasticity to fisca pressures testifies to its
resilience, but a the same time, it calls for nove
approaches that could ensure further impact without
excessive strain on public finances.

CONCLUSIONS

Drawing on the rich datasets from Eurostat, the study
develops a more subtle understanding of whether cultural
investment increases in periods of financial surplus or is
sacrificed during periods of budgetary constraint. This is
particularly relevant for economies with high public debt,
whereby governments have to face stringent fiscal
limitations and make hard choices in public spending.
The insights derived from such an analysis are realy
important for policymakers who must balance economic
priorities with preserving and developing cultural assets.
By exploring fiscal determinants of cultural expenditure,
this study connects two important areas of public finance
and economic policy. It offers an unusual perspective on
how fisca discipline influences sectoral budget
allocation.
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Therefore, the analysis confirms the assumption that
cultural investment at the European level does not vary
markedly, whatever the fiscal situation may be, whether
rising public debt or worsening fiscal balance, by the
narrow dispersion of expenditure for culture across
different economic scenarios, which would suggest that
cultural expenditure is viewed as core by policymakersin
most countries and henceis largely unresponsive to short-
term fiscal pressures. These regression results represent a
dlight, statistically significant negative relation between
public debt and cultural investment, suggesting that,
although growing debt has some margina effects on
cultural funding, it does not undermine the priority of
cultural expenditures. On the other hand, the absence of a
significant influence of fiscal baance on cultura
spending further reinforces the hypothesis of its relative
indlagticity. What it does indicate is that, in times of
financial stringency, cultural investment can be a very
stable determinant of long-term economic and social
welfare. This makes the task of ensuring that cultural
spending is aigned dynamically with wider economic
recovery al the more critical.

Recommendations

1. Innovative Financing Mechanisms: Public-private
partnerships, cultural bonds, or crowdfunding models are
al financing mechanisms that should be considered by
governments to sustainably invest in culture without
increasing public debt. This will provide diversified
funding sources by leveraging private-sector interest in
cultural initiatives.
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and adaptive methods to maximize the effect, especially
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