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Abstract 

Museum clusters could be seen as catalysts for the development of the cultural tourism industry. 

The cluster concept was first proposed in 1990 by Michael Porter and has since attracted much attention from politicians and academics. The concept has come to be regarded as a strategic tool for local economic development. 
Many cities have started to exploit their cultural resources to significant effect. Myerscough et al. (1988) point out that, through the tourists they attract, museums can have a significant economic impact on a city. Obviously, they also play an important role as cultural institutions. This article sets out to explore the cluster concept as applied to museums, and the impact museum clusters have on the cultural tourism industry.

There are examples of good practice in a number of cities: this article will focus on the National Palace Museum in Taipei, which has a world-wide reputation and attracts many thousands of visitors every year. In order to extend its impact further, the National Palace Museum is currently attempting to join with other museums and private sector agencies to form a museum cluster. 

This article will discuss the general impact of museum clusters on the cultural tourism industry before considering the Taipei museum cluster in more detail. 
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The Role of Museum Clusters in the Cultural Tourism Industry

1. The role of museums in cultural tourism

Most museum professionals believe that museums were established for the purposes of education and learning, collection, conservation, research and enjoyment (Hooper-Greenhill, 1994; Resource, 2001). However, as society has changed, the economic role of museums has become more important. 

Simultaneously, more institutions have also become aware of their potential to add value to their community by attracting cultural tourists (DCMS, 1999). They have become key partners in the tourist industry, and an important part of the creative and cultural industries. Thus, the role of museums has diversified in the 21st century. 

Culture has become a key factor in the competition among cities to attract visitors, and an important part of the service-based economy (Porter, 1998). 

The phenomenon of ‘cultural tourism’ has attracted much attention. Load (2002) said that `cultural tourism has been identified as a growing sector of the tourism industry.’ As the demand for cultural tourism has grown, museums have become important partners in the tourist industry, and greater emphasis is now being placed on their leisure function (Stephen, 2001). With their unique features, rich connotations, flexible open hours, multiple exhibition facilities, shops and restaurants they are ideally placed to satisfy a range of consumer needs. 

Museums work with the tourist industry in a number of ways: by launching cooperative ventures with other cultural institutions, leisure venues and districts, and by supporting local festivals. From the economic viewpoint, museums are cultural products which attract tourists. 

2. Economic impact of museums

In recent years, culture has become a key element in the competition among cities to attract visitors, and central to the new economic mix in many cities (Porter, 1998; Bianchini and Parkinson, 1993); museums, as cultural institutions, have become the catalysts of city development and boosted the power of local economies. Fleming (2006) described museums as ‘defibrillators’. He said that, whatever their social value, museums act as an economic improver. 

The economic benefit brought to local economies by the museum sector is now being recognized, and museums feel more able to ask for public support and local authority subsidy (Audit Commission, 1991). This economic benefit is also attracting the attention of museum managers and economic professionals. Myerscough et al. (1988) pointed out that museums, as cultural institutions, are a basic foundation block of economic development in many cities, crucial for their promotion of the tourism industry. He found that 3 out of every 10 visitors came to London for its museums. In The Economic Importance of the Arts (1988), Myerscough et al. demonstrated the economic value of the culture industry in the way that arts institutions can create job opportunities and provide the incidental value which stimulates both tourism and local development. 

Museums are a central part of the tourism industry, encouraging tourists’ spending (Myerscough et al. 1988). Economic benefits relate directly to the profile of cultural tourists: they are more educated and have higher incomes than other tourists, which results in more money spent per visit and longer stays on average. When visitors go into a region to visit its museums, they will normally consume food, drink, even accommodation. The Policy Studies Institute (PSI) argues that museums can attract tourists and day-trippers into the locality to spend money on admissions, hotels, shopping and restaurants, improving the economic growth of the region as a result (1992). This positive benefit for the local economy is called economic impact. By measuring the economic impact, the size of the benefit can be detected, offering powerful evidence to convince the public to support these museums. 

Heilbrun and Gray (2001) showed how America started to emphasize the economic value of culture and the arts in the 70’s. They concluded that the economic impact of culture can be measured in terms of direct, indirect and induced expenditure. Economic impact can be defined as ”the total amount of additional expenditure generated within a city, which could be directly attributable to the event” (UK Sports, 1999). To justify them in terms of economic impact, it must be proved that museums can attract extra visitors and extra money for the area. In economic impact studies, this first round spending, called direct impact, is the easiest to measure. The second round spending, for example when museum restaurants purchase ingredients from local suppliers, is called indirect impact. The museum employees spending their wages in the local area represents the induced impact.

To sum up, the economic impact museums have on their local communities is important. Although some benefits are incidental, their effects are far-reaching.

3. Superstar museums 

The increasingly important role of museums is evidenced by the rise of the so-called ‘superstar museums’ (Frey, 1998), must-see destinations on the tourist itinerary. These superstar museums can have a significant economic impact on their home city: the National Palace Museum in Taipei, the Guggenheim Museum in Bilbao, the Tate Gallery in London, and the Museumsquarter in Vienna have all played a major role in the regeneration of their respective cities, impacting not only upon the culture but also politics, society, economy and the environment. Superstar museums are huge and they represent a rich tourism resource; these museums can contribute significantly to a city’s economy. According to Heilbrun & Gray (2001), two factors determine the scale of arts and culture events in cities: the cost of the events and the level of demand. Where there are many museums, the scale of events will be raised: the bigger the city, the bigger the economic scale of its arts and culture events. Not all museums have the economic potential of the superstar museums, however. They may not have famous collections and the experience they offer for visitors may be limited. But even these museums can contribute to the cultural image of a city, and by working together with superstar museums in clusters, these museums can also influence local development. 

Superstar museums sit at the hub of a cultural production chain which integrates a variety of local resources – transportation services, hotels, restaurants, souvenir and other shops. This chain may well have the potential to revive the local economy. 

4. Clusters and cultural districts

In 1998, Michael E. Porter addressed the idea of clusters and the new economy of competition. He defined a cluster as ‘a geographically proximate group of interconnected companies and associated institutions in a particular field’. This type of collaboration creates a stable structure and produces efficiency and flexibility for the community. Within the cluster, companies or institutions can be stimulated to become more competitive, creating a new economy of competition. 

Components which help to shape the cluster include the choice of location, level of involvement in the local community, improvement in the quality of the group and aggregative cooperation. Notable examples of good practice exist in the technology industry in Silicon Valley, the Hollywood movie industry, the clothes industry in Hong Kong, and the Covent Garden theatre district. The key element in the success of these clusters is the distinctiveness which arises from the use of unique, local resources. 

The best examples of culture clusters are to be found in cultural districts (Frost-Kumpf, 1998). The cultural district is defined as ‘a well-recognized, labelled, mixed-used area of a city in which a high concentration of cultural facilities serves as the anchor of attraction. Typically, the area is geographically defined and incorporates other land uses, but the defining characteristic is the concentration of cultural facilities and related activities’ (Frost-Kumpf, 1998: 10). The concentration of cultural institutions in large cities has enabled these institutions to benefit from economies of agglomeration: unit costs can be reduced when institutions are able to share resources.    

Cultural clusters can be a useful strategy for economic revitalization if all the institutions work closely together. The goals of cultural clusters are generally to revitalize a particular area of the city by providing arts facilities and activities for residents and tourists. The impact of cultural clusters may be defined as follows: 

‧beautify and animate cities

‧provide employment

‧attract residents and tourists to the city

‧complement adjacent businesses

‧enhance property values

‧expand the tax base

‧attract well-educated employees

‧contribute to a creative, innovative environment (Frost-Kumpf, 1998: 9)

Porter (1998) asserted that the prime requirement for success is distinctiveness; that the character of the cluster is defined by the local resources. Frost-Kumpf (1998) also emphasized that each cultural district should be unique, adding that they must be integrated into the city’s cultural strategy. Each district should ‘reflect the specific cultural, social, and economic needs of its city’ (Frost-Kumpf, 1998: 33). There are different types of cultural districts: cultural compounds, districts with an arts and entertainment focus, those focused on major arts institutions, and those oriented towards cultural production (Frost-Kumpf, 1998: 7). 

Call for collaboration

Setting up a cluster is the first step towards success, but the institutions must work together closely. Collaboration within the cluster is vital. 

Collaboration between sectors has increased in recent years (Wymer and Samu, 2003). Different organizations cooperate in a range of ways. Austin (2000) argues that the benefits of collaboration for nonprofit organizations, such as museums and galleries, include cost savings, economies of scale and scope, synergies and revenue enhancement.

The tendency towards collaboration began in the early 1980s, with the growth of technology and the maturing of the global market (Lewis, 1990; Bergquist et al., 1995). Businesses felt the need to make alliances with other organizations to meet the competitive challenge, believing that this strategy would enable them to extend their competencies to enter new global markets (Faulkner and De Rond, 2000). 

Early collaborations between business and nonprofit organizations occurred in the late 1980s (Iyer, 2003). However, these relationships drew little attention from market researchers, because cooperation between cross-sector partners was initially limited (Berger et al., 1999, cited in Wymer and Saum, 2003) and very different in nature from that existing between within-sector partners (Wymer and Samu, 2003). But these collaborations have become more popular in recent years. Austin suggests that the twenty-first century is the age of collaboration. Collaboration between business and nonprofits is increasing and becoming an important strategy. The nature of the relationship varies, from charitable, to transactional, to in depth cooperation (2000). 

Most organizations recognize the advantages of collaboration and are committing themselves to this strategy. Iyer (2000) reveals that organizations that understand their own competencies can join together to achieve mutual benefit. Such alliances can compensate for individual participants’ weaknesses or extend their strengths. Collaboration can also assist organizations to access new markets, and provide learning opportunities (Child and Faulkner, 1998). The benefits of partnerships with businesses for nonprofits include reduced costs, extended economic scope and improved revenue (Austin, 2000). 

There are a number of strategies available to organizations setting up collaborations with other agencies. Lord (2002) argues that 3 approaches can be employed: packaging, partnership and promotion. 

Packaging combines cultural attractions in a variety of locations under one ticket price or trip. This may make the cultural destination more attractive to a wider market. Cultural attractions and local tourism agencies can form partnerships and work together to enlarge the community's tourism potential. In terms of promotions, it is critical to link these to the travel motivators and market profile of potential cultural tourists. 

5. Case study: the National Palace Museum cluster

The National Palace Museum district is an example of a cultural compound. In this article, the National Palace Museum district is used as a case study to examine the development of a museum cluster, and its economic impact on the city. It provides a model which could be adapted for use in other major cities. The idea of a museum district could easily be packaged as a destination focus.

The National Palace Museum is one of the world’s great art museums. In an interview in Business Weekly magazine (Taiwan 2003), Philip Kotler said that although he has no idea about the market in Taiwan, he knows there is a top museum in Taipei. Even so, against a background of social change and increasing expectations of museums, the National Palace Museum is having to become more accountable. As the leading museum in Taiwan, it is being called upon to demonstrate that the economic benefit it brings merits the public support and government subsidy it enjoys. How important is this superstar museum and its related industries to the tourism industry in Taipei? How do they form a cultural cluster and how much wealth is produced for the city? This article attempts to answer these questions by means of a study of museums as a specific economic sector while investigating and evaluating the relationships between this sector and other economic fields. This study is designed to outline the present situation of art institutions in Taipei, and to estimate the economic scale and scope of this cluster. 
Founded in Taipei in 1965, the National Palace Museum holds a collection of more than 650,000 objects, the oldest of which date from 5000 years ago. It is regarded as on a level with the Louvre in Paris and the British Museum in London, and houses the world’s premier exhibition of traditional Chinese culture. The Museum Director is appointed by the President of Taiwan. In the words of Dr. Lin, the former Director of the National Palace Museum, the institution is not just a cultural institution, but a complex economic structure. 

The museum’s role in cultural tourism

According to a survey by Taiwan’s Tourism Bureau, the number of visitors to Taiwan rose from 3.520,000 in 2006 to 3,716, 063 in 2007. About 65% were tourists; others came on business or to visit relatives. The average daily expenditure of visitors was US$215.21 in 2007, a rise of 1.02% on the 2006 figure. The visitors were mainly Japanese and Koreans. The total income from overseas tourists was US$5,214,000,000 in 2007, a rise of 1.52% on the figure for 2006. 

Table 1. The total income from overseas tourists and tourist numbers in 2006-07

	Year
	No. of Visitors
	Visitor Expenditure (US$)
	Growth Rate (%)
	Spending Per Person Per day (US$)
	Growth Rate (%)
	Average Length of Stay (Nights)
	Growth Rate (%)

	2006
	3.520,000
	5,136,000,000
	3.19%
	210.87
	1.62%
	6.92
	-0.18%

	2007
	3.716,063
	5,214,000,000
	1.52%
	215.21
	1.02%
	6.52
	-5.8%


Source: Tourism Bureau, Taiwan

The reason most foreign tourists gave for visiting Taipei was its fine food. However, during their visits, their main activities were going to the night market, shopping and visiting heritage sites. The most popular attractions were the night market, which drew 41 out of every 100 visitors; and the National Palace Museum, which was visited by 27% of tourists. 

The economic impact of cultural tourism may be measured in terms of the direct, indirect, and induced income it generates. Tourists may be classified in three categories, according to their level of interest in culture: art lovers, culturally motivated tourists, and occasional tourists. It is important to identify visitors’ motivation when examining what benefit the museum has generated. Cultural tourism is part of the export industry. According to a survey conducted for the National Palace Museum’s annual report of 2006, around 580,000 people, or 22% of the 2,650,551 visitors that year, were art lovers. Most came from Japan and America. Souvenir sales generated NT$ 85,026,125 in income, but only about NT$ 5,009,159 of this came from items authorized by the museum (National Palace Museum, 2007).

Although the spending of tourists in the National Palace Museum itself is relatively small in economic terms, the figures suggest that much more is spent by its visitors in the city’s hotels, restaurants and transportation system. Cumulatively, the museum has a huge economic impact. 

Collaboration between museums and other sectors

The museum has a unique and extensive collection, and it enjoys a high reputation amongst local residents, domestic and overseas tourists. The National Palace Museum has in the past launched exhibitions in collaboration with other museums, both to raise international awareness of its collections and to introduce local people to treasures from abroad. For example, the exhibition ‘ 250 Years of Treasures from the World’s Cultures`, mounted in collaboration with the British Museum, attracted 430,000 visitors. The museum has also shown its willingness to pursue more obviously commercial opportunities, working with the internationally renowned company Alessi to   extend its brand and provide a combined shopping and exhibition experience for visitors. 

The competitive advantage that its cultural heritage gives to the city has to be stressed, as it attracts new investment and activities that are not strictly related to the art world. Despite its limited economic dimensions, the cultural sector is able to generate a huge induced income; it may even be considered the prime motive force in the local economy. The area’s cultural resources should therefore be regarded as a key lever in the process of urban renewal and maximized accordingly. 

Shung Ye Museum of Formosan Aborigines

Many cultural institutions recognize the advantages of collaboration and are committing themselves to this strategy. They understand that with limited resources, it is difficult to overcome their individual weaknesses. By joining together, they will achieve mutual benefit. 

Within the National Palace Museum cluster, there is no formal collaboration arrangement except with the Shung Ye Museum of Formosan Aborigines, which lies just opposite the National Palace Museum. The Shung Ye Museum of Formosan Aborigines has sought for years to collaborate with the National Palace Museum; and the first packaging arrangement was finally put into practice in April 2008. Packaging is the combining of attractions in a variety of locations under one ticket price. 

The Shung Ye Museum of Formosan Aborigines is a 3-floor building located within walking distance of the National Palace Museum. The Shung Ye Museum was established in 1994 by the Shung Ye Group. Compared with the National Palace Museum, the Shung Ye Museum is much smaller in scale. However, it is the first private ethnological museum in Taiwan to focus on aboriginal culture and collections. All its collections and displays relate to 13 Taiwanese aboriginal tribes. The Shung Ye Museum owns a collection of 1,834 artifacts and grants scholarships to scholars for the study of indigenous culture in Taiwan. It also provides funding for research programmes to universities overseas. 

Ordinarily, the full admission price for the National Palace Museum is NT$ 160, and 150 for the Shung Ye Museum of Formosan Aborigines. Under the packaging arrangement, a combined ticket costs NT$ 245, making it cheaper than buying two tickets separately. 

The National Palace Museum owns more than 700,000 traditional Chinese artifacts. On the other hand, the collections in the Shung Ye Museum of Formosan Aborigines represent the cultures of aboriginal tribes in Taiwan. The collections obviously complement each other.    

The results of this arrangement are encouraging. Compared with the same period last year, there was a 17% increase in visitor numbers in the 3 months from April to June 2008. Moreover, these visitors mostly came from Europe, North America and Japan; and it is anticipated that more tourists from mainland China will visit as the Chinese market opens up.     

Despite the apparent success of the packaging between the National Palace Museum and the Shung Ye Museum of Formosan Aborigines, there are at present no other plans for formal collaborations. More needs to be done here if the museums in the cluster are to build up a competitive advantage. 
Guan Xaiang Art Gallery

A new member joined the cultural cluster in 2008: the Guan Xaiang Art Gallery. This private gallery was set up in 1993. Its president, She Chen-Fu, was formerly a professor at University.  Its main customers are museums, collectors and dealers, and it has a strong relationship with the National Palace Museum, which has bought over NT$150 million worth of exhibits from the gallery. The exhibition in the Guan Xaiang Art Gallery could be seen as effectively an extension of the National Palace Museum. 

Silk Palace

The newly opened restaurant the Silk Palace is next to the National Palace Museum. It is a BOT (build, operate, transfer) project, and an effective example of how public and private agencies can cooperate and work with the cultural cluster. This restaurant was built by the Grand Formosa Regent Group, a famous company in the hotel industry, and showcases modern Chinese design. Understanding the significance of the National Palace Museum as Taiwan’s most important tourist and cultural asset, the restaurant aims to provide fine food to match.

Future plans

The National Palace Museum is planning to set up a centre to foster the creative cultural industries and drive cultural tourism. It aims to become a base for Taiwanese designers, leading the introduction of new ideas from overseas and cooperation with other industries. 

To extend the effect of the cultural cluster, the National Palace Museum is planning to set up a ‘National Palace Museum Cultural District’. In the short term, it aims to redesign the image of the cultural cluster and to build ‘the district of Chinese culture’. In the long term, it aims to market Taipei as a creative city and the window to Chinese culture. A range of initiatives have been mooted: the improvement of local transport systems, the planning of an integrated cultural itinerary, improved links between cultural facilities and communities, and linkage with other attractions such as the night market. The creation of a ‘weekend cultural life district’ has also been suggested, to bring cultural facilities together and cater for the leisure and tourism functions. 

In order to extend the cultural cluster, the museum also plans to work with other bureaux. The National Palace Museum is marketed internationally as Taiwan’s cultural flagship by Taiwan’s Travel Bureau. Taipei City Government’s Department of Cultural Affairs is now planning to capitalize on this international reputation by promoting the ‘L stripe cultural industry district’, connecting the National Palace Museum with other museums and cultural industries in the district. 

Although the National Palace Museum has played an important role in the museum cluster, some problems still need to be solved. Firstly, the National Palace Museum has not yet succeeded in successfully monitoring the tourist phenomenon. Secondly, planning in this cluster is left to individual operations on a day-to-day basis, while those managing the city’s cultural resources and tourist policy do not pull things together. Taipei has not so far been able to macro-manage its existing cultural assets; nor is there a comprehensive marketing strategy for the whole city.  

6. Conclusions

Museums have historically been seen as cultural institutions whose prime function is education and learning. However, as society has changed, the economic role of museums has become more important. More museums are aware of their potential to add value to their community by attracting cultural tourists. As the demand for cultural tourism has grown, museums have become key partners in the cultural tourism industry, and greater emphasis is now being placed on their leisure function. 

Many cities around the world are now attempting to set up museum clusters to enlarge the economic potential of these institutions, and Taiwan is no exception. In the study case, the National Palace Museum, with its stellar reputation at home and abroad, has a significant economic impact on Taipei City. 

It is evident that museum clusters are a useful strategy for developing city economies. Setting up a museum cluster is the first step towards success; however, this success is not guaranteed if the institutions do not work together closely. While it is true that the National Palace Museum cluster has already had a major economic impact, greater collaboration within the cluster could only improve results further.    
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