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OVERVIEW OF STRATEGIC CHALLENGES FOR CULTURAL SECTOR AGENCIES: DECEMBER 2011

The cultural sector makes New Zealand a vibrant and unique place in which to live…
New Zealand’s cultural sector is diverse, touching many areas of our lives. It can involve people in their own communities coming together to explore family history or participating in a local cultural festival, as well as public and private institutions that showcase our heritage, our performing arts and our visual arts to New Zealanders and the world.
Māori heritage and culture are central to our sense of place, identifying us as a nation and providing a cultural sector that is vibrant and distinct. As we work with you to address the challenges ahead, we are confident this is a sector ready to take cultural activity to new levels of quality and creativity.
This paper takes a collective view of strategic challenges…
This paper provides an overview of the main strategic challenges facing agencies of the cultural sector, particularly those that are part of the government or substantially government funded.
As well as the Ministry for Culture and Heritage, these include the Antarctic Heritage Trust, Broadcasting Standards Authority, Creative New Zealand, New Zealand Film Archive, New Zealand Film Commission, New Zealand Historic Places Trust, New Zealand Music Commission, New Zealand Symphony Orchestra, NZ On Air, Royal New Zealand Ballet, Te Matatini and Te Papa.

The sector punches well above its weight…

Government expenditure on arts, culture and heritage accounts for a very small percentage of total government expenditure (0.35 percent, or $275m per annum).
This modest investment enables New Zealanders to enjoy a wide range of cultural products and services, many of which would not otherwise be available, including:

· local content in film, and on television and radio;

· Te Papa, regional museums and art galleries such as the recently refurbished Auckland Art Gallery;

· the New Zealand Symphony Orchestra and Royal New Zealand Ballet;
· the commemoration, and placement in a contemporary context, of important past national events, such as New Zealand’s wartime history; and
· national and regional cultural festivals led by Te Matatini featuring haka, kapa haka, waiata and te reo Māori.
In most cases, government funding is complemented by fee-paying audiences, private givers or local authorities. In this way, the government’s contribution acts as a catalyst by helping to ensure scarce funding goes to activities and institutions that command real support within their communities.
The cultural sector is already providing excellent value for money in many areas. For example, NZ On Air, which disburses over $80m for television programmes, only funds programmes that actually go to air thereby ensuring they reach New Zealand audiences. NZ On Air also works hard to ensure its programmes reach the largest possible number of “eyeballs”.
Agencies within the sector have achieved a number of notable successes in recent months.
· New Zealand screen producers are reaching both national and international audiences with significant films (Boy, Orator) and television programmes (Outrageous Fortune, Secret Life of Dancers, Billy, Tangiwai).
· New Zealand music is becoming increasingly popular nationally and internationally (Brooke Fraser has a Top 10 album and Gold single in Germany and in Italy; The Phoenix Foundation performed to a live television audience of 800,000 in the UK; Avalanche City has just been made a priority artist in 16 countries for major label Warner Music).
· The recent European tours by the New Zealand Symphony Orchestra and Royal New Zealand Ballet, the Venice Biennale and the refurbished Auckland Art Gallery have been critically acclaimed.
· Projects held as part of Real NZ and Rugby World Cup events have had a very positive response, including Ngāti Whatua’s waka on Auckland’s waterfront (which attracted 180,000 visitors), Te Matatini’s Arohanui performances, Ngāti Toa’s Ka mate exhibition at Te Papa and the Style Pasifika shows. 
· Te Papa’s exhibition, Whales|Tohorā has had international success and is likely to continue touring until 2015. The exhibition will receive its 1,000,000th visitor this month, and is increasingly in demand from major North American museums such as the American Museum of Natural History in New York and the Field Museum, Chicago. 
 ...and contributes to social and economic objectives as well as cultural ones 

Areas such as screen production contribute in a significant way to high-value economic growth. 
New Zealand’s diverse and exciting cultural life is very attractive to overseas investors, performers and audiences and raises New Zealand’s profile internationally. Activities such as supporting New Zealand as Guest Country of Honour at the 2012 Frankfurt Book Fair and overseas tours provide excellent opportunities to showcase what New Zealand can offer and open doors for trade and tourism opportunities.
Domestically, programmes such as Sistema Aotearoa and kapa haka events organised by Te Matatini demonstrate how cultural experiences can provide social and economic benefits to families and communities. Cultural activities such as Te Matatini o te Ra 2011, WOMAD and regional arts festivals can also make a significant contribution to regional economies.
The economic environment in which the sector is operating is challenging…

All cultural agencies face the difficult task of maintaining their successful track record while also managing increasing cost pressures.
There are a number of cost pressures. Some of the larger funding issues relate to supporting the recovery from the Christchurch earthquakes, the upcoming commemoration of the First World War and the transition to digital-only television broadcasting.
Work is underway implementing a cultural sector recovery strategy for Christchurch, including a recovery plan for Christchurch’s heritage. Consideration is also being given to the earthquake readiness of heritage buildings in other parts of the country. It is already clear  ensuring the safety of older and heritage buildings will be a major financial and logistical challenge.
The need for New Zealand to play its part in commemorating the centenary of the First World War requires a significant commitment of money, people and time over the period involved (2014 to 2018). At this stage, funding is available for core events only.
The move to digital-only television transmission will be the most important development in broadcasting since the introduction of television in New Zealand in the early 1960s. It will be important to ensure no one is “left behind” as traditional analogue broadcasting starts to be phased out from September next year.
Underlying challenges facing the cultural sector include: 
· the need to respond to demographic changes, with an ageing, more ethnically diverse population;
· the drift north, with an estimated two million people living in the Auckland region by 2031 and significant growth in areas such as the Bay of Plenty;
· the effects of urban design and transport decisions on people’s participation in cultural and recreational activities;
· Māori economic aspirations, where there is a need to balance entrepreneurism with protection and promotion of mātauranga Māori; and
· changing technology and the impact this is having on traditional business models. 

As well as risks, change presents opportunities and these are already being seized. For example, technology offers new and innovative ways to connect with audiences. This year the New Zealand Music Commission has built a GPS-enabled iPhone app for finding gigs and artists around New Zealand. Greater population concentration in urban centres supports viable cultural industry hubs built on innovative ideas and co-operative business practices.
…and the sector understands the need for ongoing fiscal restraint 
It is understood public funding of cultural sector activities is unlikely to increase for some time to come. Agencies are responding by developing pro-active financial and delivery strategies.
One strategy is to make existing resources go further. As well as continually looking for savings within baselines, cultural agencies have been examining opportunities to improve value for money through more joined-up approaches. For example, a goal has been set of co-locating as many related agencies as practicable in shared premises by September 2014.
Another is to “grow the pie” by looking for new funding sources outside government to improve the volume and quality of activities and services. A key strategy for doing this is to make philanthropic giving to arts, culture and heritage easier and more attractive. Agencies are also looking for opportunities to increase sponsorship and finding new ways to connect with their audiences.
Finding board members with an understanding of the challenges ahead and the skills to attract funding will be a priority in the coming months (there are a relatively large number of positions opening up in 2012).
The sector is taking a collective approach in responding to challenges…

In order to take a collective approach, effective processes are required by which common issues can be considered.
Chief executives already meet on a regular basis. The Ministry has initiated a heritage forum of relevant agencies to help ensure decisions taken in this part of the sector are coherent.
In a time of continuing fiscal pressure, the Government will be carefully considering how its funding is allocated, including in the cultural sector. Hard decisions may need to be made, particularly if the Government wishes to support new initiatives or a different mix of activities. It will be important to ensure any decisions on funding priorities are made fairly and transparently and the cultural sector is clear about the Government’s priorities and expectations.
The Government’s requirement for departments to provide a four-year budget plan by 31 January 2012 provides a mechanism by which priorities can be assessed, both within and across particular pockets of expenditure.
In previous years, certain agencies within the sector have received modest one-off funding increases through the Lottery Grants Board. On occasion, this funding has been used to support particular government priorities. It is not clear whether any further one-off increases will be available, but decisions on how any such payments should be utilised will also require transparency and a clear articulation of the Government’s expectations.
…and is actively considering opportunities for improving value for money

A characteristic of the cultural sector is that it has a relatively large number of agencies for its financial size.
There is a strong logic why agencies have the mandates they do. Some are statutory bodies with responsibilities that are arms-length from government. All undertake very specific cultural roles.
Opportunities for reducing costs are small because in most cases the agencies themselves are small. In particular, back office administrative costs are tightly controlled. There may nevertheless be scope for some rationalisation and/or consolidation within the sector.
For example, New Zealand’s audiovisual heritage is currently managed across three main organisations (TVNZ, RNZ and the New Zealand Film Archive). A collective approach would greatly enhance long-term prospects for preserving this indispensable part of New Zealand’s heritage for New Zealanders to utilise and enjoy.
Other opportunities for improving value for money and delivery include:
· continuing the drive for more sponsorship and philanthropic contributions and continuing to seek other potential partnerships with companies, with local government and between sector organisations; 
· joining up the sector’s approach to delivering services: this might include a more closely linked use of the internet and mobile services, sharing facilities or encouraging more joint ventures where that would produce better cultural outcomes as well as reduce costs; 

· maintaining quality, skills-based appointments to boards with, where appropriate, an expectation that board members will engage actively in raising non-government financial support for their agency; 
· promoting the cultural richness of New Zealand and of our cities to potential visitors and migrants who have the skills, talent and resources to help New Zealand prosper;

· reviewing New Zealand’s cultural diplomacy efforts to develop a more co-ordinated way of presenting New Zealand stories to the world;
· sharing or combining research efforts among cultural agencies, in order to improve the evaluation of sector activity – this will help to deepen understanding of the changing needs and make-up of audiences, and how business models need to respond; 
· engaging more effectively with Māori (the Waitangi Tribunal’s report on Wai 262 has many suggestions for how the Crown-Treaty relationship might be improved in regard to cultural assets and activities); and
· completing a legislative review of the sector, building on work commenced in the previous Parliamentary term.
Structural change might be needed in some areas in order to realise opportunities. This can be a blunt instrument with high up-front costs, however. Building strategic coherence is invariably a more effective approach but one that takes time, determination and perseverance. 

We look forward to working with you…
The cultural sector is a high performer, providing cost effective products and services New Zealanders value. The cultural, economic and social benefits provided by the sector far surpass the cost of the government’s contribution.
In order to respond to fiscal constraints and strategic challenges, cultural sector agencies are looking for opportunities to improve value for money and grow their businesses.
These are likely to come not simply from further reducing costs or amalgamating organisations but through re-prioritising expenditure, capturing efficiencies of scope and scale, unlocking potential, developing new market opportunities and finding new funding sources. In short, what is required is a more “modern” and connected approach.
We, the agencies of the cultural sector, look forward to working with you to achieve the above objectives and to continue to provide excellent, cost-effective services that enrich the lives of New Zealanders.
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