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Regional Australia is undergoing significant transformation, and with it, the role and
value of the regional arts and broader creative industries are evolving. Today,
Australia’s creative sector is uniquely positioned to bolster national resilience in the
face of the ongoing cost-of-living crisis, while driving innovation, collaboration, and
sustainable economic growth.

Creative industries generate economic and social value that extends beyond
traditional market settings. Integrating creativity into broader economic strategies
provides a cost-effective mechanism to stimulate industry activity, expand
participation, and deliver scalable benefits to communities across Australia. This
approach enhances workforce capability, supports small business growth, and
fosters more cohesive and adaptive regional economies.

This Pre-Budget Submission outlines six strategic initiatives designed to unlock new
opportunities for Australia’s creative industries. These measures recognise the
sector’s capacity to drive job creation, skills development, and regional and national
revitalisation. Positioning creativity as both an economic asset and a social
infrastructure lever will help address immediate affordability pressures while
building enduring capacity and productivity.

Regional Arts Australia offers proven delivery mechanisms that provide Treasury
with a reliable foundation for future investment within existing fiscal constraints.
Our national network, program infrastructure, and demonstrated record of
transparent, efficient delivery enable us to link current programs with new, targeted
initiatives that maximise return on public investment.

We welcome the opportunity to participate in the process for the 2026-27 Federal
Budget.

SUBMISSION CONTACT
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Ros Abercrombie
Executive Director
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Our proposed initiatives are:

Creative Industries Management Deposit Scheme
Non-Commercial Leasing Arrangements

Recognition of Portfolio Incomes

Tax Exemptions for Government Grants & Fellowships
Employment Program

o oA w N

Creative Clusters - R&D Cross-Industry

For more than 80 years, Regional Arts Australia (RAA) has expanded creative
opportunities, strengthened access, fostered collaboration, and provided timely
support to ensure Australian stories are shared across diverse art forms and
landscapes.

RAA is a not-for-profit organisation and registered charity that serves as the
national voice for arts in regional, rural, and remote Australia. We work to unlock the
cultural ambition of regional communities and to embed the arts and creative
industries across multiple policy frameworks. Our work is grounded in strong
partnerships - across governments, industry, not-for-profits, and the commercial
sector.

Our approach strengthens the fabric of the creative ecosystem throughout regional
Australia. We champion best practice and uphold a commitment to First Nations
First, with self-determination and self-governance at the centre, recognising and
respecting the enduring significance of First Nations culture. Through our national
network and strategic partnerships, we build connection, generate exchange, and
support a thriving creative ecology of artists, communities, and organisations across
the country.
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This proposal directly addresses one of the most significant barriers to the
financial sustainability of Australian artists: highly variable and unpredictable
income. Like primary producers, artists experience pronounced peaks and
troughs in earnings, yet the current taxation framework offers them limited
mechanisms to manage this volatility.

Modelled on the successful Farm Management Deposit (FMD) Scheme, a Creative
Industries Management Deposit Scheme (CIMD) would enable artists to smooth
their income across financial years by making deductible deposits in high-income
periods and withdrawing funds in low-income periods. This would improve access to
effective income averaging and strengthen the long-term viability of creative
industry businesses.

Under the FMD Scheme, primary producers can make tax-deductible deposits into
designated accounts during profitable years and withdraw them during downturns,
with withdrawals counted as assessable income in the year they are made. Interest
earned is treated as income in the year received. Eligibility requirements include
being an individual primary producer, earning less than $100,000 in non-primary
production income, and holding no more than $800,000 in FMDs.

Regional Arts Australia proposes that equivalent criteria be adopted for the Creative
Industries Scheme, with non-creative income included in eligibility assessments. For
many artists, the income profile mirrors that of farmers: for example, an artist who
mounts an exhibition may earn several years’ worth of work in a single financial year,
with little or no income in the years preceding or following. Enabling the artist to
allocate that income over time—reflecting the true pattern of earnings—would
significantly improve financial stability and tax fairness.

Importantly, many artists operate through sole-director companies to obtain basic
protections such as limited liability, particularly in performance, installation, and
site-specific practices. For this reason, RAA recommends exploring the inclusion of
sole-director companies within the Scheme, provided the sole director has no more
than $100,000 in taxable non-creative income.
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The volatility of creative income - often described as “lumpy” - is a major structural
barrier to sustaining an arts practice in Australia. A major commission, successful
exhibition, or touring production can result in a substantial one-off income spike,
followed by extended income droughts. A taxation mechanism that enables artists
to plan for these cycles would significantly strengthen financial resilience across the
sector, improve viability, and enhance long-term sustainability.

This proposal replicates an existing, proven government approach designed to
recognise irregular income patterns in another key sector of the economy. Artists
and creative practitioners experience similar income variability and should have
access to comparable tax treatments.

Regional Arts Australia welcomes the opportunity to work with the Australian
Government to design the Creative Industries Management Deposit Scheme. We
view this initiative as a practical, fiscally responsible reform that would materially
improve cost-of-living outcomes for creative practitioners while supporting a more
resilient and sustainable creative economy.

The current tax system inadvertently encourages landlords to leave commercial
properties vacant. In many cases, landlords are better off claiming losses on
empty premises than leasing them at below-market rates. Because a property’s
value - and therefore its mortgage conditions - is tied to the rent it can
command, offering discounted rent can reduce the asset’s valuation and
potentially jeopardise financing arrangements. As a result, it is often
commercially safer for a landlord to maintain a high asking rent and leave the
premises empty than to accept a lower-paying tenant.

This dynamic restricts access to affordable spaces for artists, creative enterprises,
and early-stage ventures—despite their well-established contribution to local
economic activity and urban renewal. In regional Australia in particular, creative
tenants can play a catalytic role, activating main streets, stimulating foot traffic,
attracting complementary businesses, and contributing to broader economic
revitalisation.
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To address this, RAA proposes that the Government consider enabling landlords to
write off the notional rent loss associated with leasing premises to a creative
industry at a non-commercial rate. This approach would allow the landlord to
maintain the property’s commercial valuation for financing purposes while creating
an incentive to lease otherwise vacant spaces to creative tenants.

At the state and territory level, there is also scope for property tax relief where
landlords lease at non-commercial rates or donate space to creative industries. This
would complement federal measures and support a nationally consistent,
investment-friendly approach.

Affordable, accessible creative spaces have a proven ability to generate regional
vibrancy and economic stimulus. They support innovation hubs, co-working
environments, start-ups, and artist-in-residence programs, embedding creative
practice across community, business, and education sectors. In regional towns,
cities, and communities, such initiatives help diversify local economies, increase
activation, and create more resilient and dynamic places.

A targeted tax incentive for non-commercial leasing arrangements represents a
low-cost, high-impact mechanism to unlock underutilised property stock while
supporting the sustainable growth of Australia’s creative industries.

RAA has heard from many artists about the difficulties they face with the current
‘cost of living’ crisis. Many artists, like many Australians, are working multiple
jobs, however, only one of those jobs attract the Tax-Free Threshold. One way
that people can address ‘cost of living’ pressures is through working a second or
even third job, however when a substantial part of the income earned from that
job is taken in tax this acts as a disincentive to additional employment.

The ABS states that:

There were 955,600 multiple job-holders (6.6% of employed people) 7.9% of
employed women were multiple job-holders, compared to 5.6% of employed men.
Workers aged 20-24 years old were most likely to be working multiple jobs (7.9%)
(ABS Labour Statistics, Sep 2025)
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With almost 1,000,000 people working more than one job, it is time for change. RAA
believes that many of those with a second job are artists who are supplementing
their creative industries’ earnings through a second or even third job. RAA believes
that it is time for a structural change to the way that the Tax-Free Threshold is
applied, so that the current practice of Portfolio Incomes (where income is earned
from a portfolio of jobs, including in the creative industries, not one single position) is
recognised and supported.

In a time when we are all talking at length about the ‘cost of living” and how people
on low incomes can make ends meet, the application of the Tax-Free Threshold to
only one job makes the business of “making ends meet” just that much harder. While
it is fine to say that no one will pay more tax than they need to, and that it all comes
out when their tax return is done, there is no getting away from the fact that workers
cannot hold their electricity or rent bills over until their tax returns come in.

RAA believes that Portfolio Incomes are now entrenched in the Australian economy,
and this is borne out in the ABS statistics. Further we believe that people working in
the Creative Industries are highly impacted by the fact that they can only claim a
Tax-Free Threshold once. RAA asks that consideration be given to ways that the
issue can be mitigated so that Portfolio Income workers receive the benefits of their
work at the time the work is done, and not once their tax return is filed.

The Australian Government’s Regional Arts Fund (RAF) consistently provides
resources towards sustainable cultural and artistic projects across regional and
remote Australia

RAA manages the Australian Government’s Regional Arts Fund (RAF) overseeing a
devolved model through the States and Territories.

Demand for the Regional Arts Fund is higher than ever, with the measurable impact
for this investment equally high. In 2024-2025 the Regional Arts Fund allocated
funds to 487 projects across all states and territories. These projects collectively
represent a broad geographic reach, spanning inner regional, outer regional, remote,
and very remote communities, and supporting both individual artists and
organisations.
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Funds were distributed to applicants in 352 regional and remote Australian
locations, supporting 223 arts projects, 216 professional development projects, and
38 community capacity building projects, in additional to 10 strategic projects. 94%
of all projects were delivered in the applicant’s home state/territory, with 49% of
those being delivered in the applicant’s hometown demonstrating the program’s
ability to reach deeply into regional, rural and remote Australia, providing essential
support to creative practitioners who are often outside the scope of other federal or
state funding programs

While funded projects, such as those supported by the Regional Arts Fund can
achieve great things, a key challenge is sustaining activity and engagement over the
medium-to-long-term. Taxing Federal and State government-funded grants
effectively reduces the amount available for project delivery and as such
undermines the return on investment. Unlike wages or business income, fellowships
and grants are not compensation for services rendered but are support for a time-
limited activity or project. They often come with defined conditions, accountability,
and reporting requirements. Treating grants and fellowships as taxable income
misconstrues their nature and purpose. It appears to make little sense that the
Federal and State Governments provide a grant to an artist only to claw back part
of it in the form of taxation.

Exempting Federal and State Government grants and fellowships from the
calculation of taxable income would ensure that the full value of the grant or
fellowship supports the intended outcomes.

Many countries offer tax exemptions, reductions or incentives specifically designed
to support artists. The UK offers Creative Sector Tax Reliefs, Denmark allows artists
to split their income over multiple tax years (for up to 10 years), helping smooth tax
burdens.

In Australia the Prime Minister’s Literary Awards which would otherwise be
assessable income, is exempt from income tax. RAA advocates for providing full or
partial tax exemptions for public-interest grants and fellowships, recognizing their
role in advancing national innovation, culture, and capacity building.

The future is regional. The future is creative.
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WHAT REGIONAL ARTS FUND (RAF) DATA SHOW US

Individuals apply more to the RAF than organisations. Organisations are more
successful and received 68% of project grant funding and 60% of all RAF
competitive funding in FY24-25. Individuals received 62% of quick response grant
funding (a maximum of S3000 per individual).

Applicants are contributing their own funds to projects at an average of 20% of the
total project cost. The capacity for contribution of own funds to projects is
decreasing.

Funded projects generate an average of 5.5 employment opportunities and 3.6
professional development opportunities per project. Compared with the previous
financial year, employment opportunities decreased by 50% and professional
development opportunities by 40%. This decline likely reflects rising project costs
and shifts in project scale, with many applicants directing resources toward fewer,
larger or more community-facing outcomes rather than expanding their workforce or
formal development activities. Employment opportunities do not solely represent
new employment opportunities and often include staff not directly funded by
project. In all cases the amount funded only allows for short-term engagement.

WHAT COULD AN EMPLOYMENT-BASED MODEL LOOK LIKE?

RAA seeks investment in a new funding program that provides secure employment
for artists. Initially seeking to secure new investment of $5 million dollars annually
over 3 years to trial as a pilot program.

The national employment-based model would be delivered by RAA and provide the
applicant with an annual salary, plus super, workers cover and leave, with a small
financial allocation to seed programming, materials and/or operating costs.
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An investment of $80,000 could comprise $60,000 wages, $10,000 oncosts and
$10,000 seed funding. Individuals could apply independently or with a partner

organisation.

Key features of an employment-based model would include:

1. Employment Contract for a salary over 12 months, including super, workers

comp and leave

IR NN

Rigorous reporting, acquittal and evaluation

A focus on investment in practice

Be applied for by individuals and or organisations
Partnerships with schools, libraries, health centres

Artist-led outcomes not restricted to public outcomes

Table 1: comparison between project-based and employment-based funding models

% of funding to
artists

Capacity to fully
renumerate
artists for work

Employment
basis

Security

Number of grants
per funds

PROJECT- BASED

Variable

Often fee based with
artists expected to work
whatever hours needed to
deliver project

Short-term/casual
contracts. Often fee based

Gig-based, funding reliant

Potential for greater
number of smaller grants

EMPLOYMENT-BASED

80%

Artist is paid a wage for the
year for agreed work outcomes
- research, admin, planning is
factored in

Permanent part-time, with
super, leave and sick leave

once received - financial
security built-in, regular
payment

Fewer grants awarded but for
larger amounts and changing
to an investment model
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An artist applies for an employment artist contract for the year. The artist
proposes program of activity and outlines benefits to practice and ability to
generate further income. The applicant would enter into an employment contract
with RAA.

Council-run library applies for an employment grant to employ an artist-in-
residence for the year. Provides own contribution to delivery program. The Library
enters into a contract with RAA

Aregional festival applies for an employment grant to employ an associate
artistic director / creative producer or employs artist to make new work. Festival
contributes to cost of programming. The festival enters into a contract with RAA.

Geographic clustering has been identified as a way to build on the strength of
regional communities and improve competitive advantage. The concept of ‘clusters’
was introduced in 1998 to describe ‘geographic concentrations of interconnected
companies and institutions in a particular field’ (Porter p78). Clustering,
specialization and enhancing regional strengths are identified as key approaches for
regional development across all industries.

The Creative Clusters program is a cross-portfolio approach to innovation and
sustainability that centralises creative practice within regionalisation. Applying a
different set of lenses intrinsic to regionally specific economic, cultural and social
landscape we can encourage a richness of creative practices and their roles in
regional sustainability. This placed informed strategy is informed by the highly
successful UK Creative Industries Clusters Programme:
https://creativeindustriesclusters.com/
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“Industrial Clusters are groups and networks of interdependent firms,
knowledge-producing institutions (universities, research institutes,
technology-providing firms), bridging institutions (e.g. providers of technical or
consultancy services) and customers, linked in a production chain which
creates added value together. The concept of the cluster goes beyond that of

firms networking, as it captures all forms of knowledge sharing and exchange”

Handbook of Research on Global Business Opportunities, Christiansen 2015

The evidence from the UK program is compelling.

Figure 1 Outcomes from UK based creative clusters program

Outcomes - {

5007

Pooplo trained

The Regional Arts Australia program is designed to bring together industries and
policy sectors to build a diverse, adaptive and more sustainable regional
Australia. In a regional context the arts and cultural ecology tends to be enmeshed
throughout the community, business and industry sectors. We are proposing a
whole-of-government investment that embeds creative innovation, collaboration,
entrepreneurship and cross-sector skill development within regional and remote
communities.

The future is regional. The future is creative.
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An allocation of Research and Development funding to drive growth, develop skills
and position innovation:

* Research and Innovation FOR the creative industries not with or about the
creative industries

* Research budget: Support R&D into new products, services and experiences
* Some business growth support
«  Working with SME’s and large organisations, NFPs and 3™ Sector

RAA recommends a pilot program with an investment of S10m to deliver three
regional creative clusters. The pilot will connect regional industries and communities
through creative development and entrepreneurial capacity building to inform
economic and social practices and be a catalyst for sustainable regional
development.

A thriving national regional arts sector requires sustained dialogue, coordinated
action, and targeted investment. Since 1943, Regional Arts Australia (RAA) has
strengthened the cultural life of regional, rural, and remote communities by
facilitating opportunities, expanding access, fostering collaboration, and
supporting the creation and sharing of Australian stories across diverse art forms
and landscapes.

Our aim is to champion investment that builds connection, enables exchange, and
reinforces community cohesion. These recommendations respond directly to
emerging needs and reflect a whole-of-ecosystem approach to creativity in regional
Australia—one that values the diversity, complexity, and contemporary realities of
regional creative practice.

Our priorities are to:

e Strengthen Regional Communities by recognising the essential role cultural
activity plays in community connection, economic revitalisation, and regional
liveability.

e Crystallise Change through structured processes that identify, clarify, and
catalyse responses to pressing challenges.

e Empower Leadership with the tools, networks, and confidence required to
take bold action and drive transformative change.
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e Support Cross-Sector Collaboration to foster partnerships that generate
innovative, multi-disciplinary solutions.

e Incentivise Capacity by leveraging investment across state, territory, and
local governments, including outer metropolitan, regional, and remote
councils.

e Deliver Scalable Impact through initiatives designed to benefit individuals,
organisations, and whole communities, contributing to regional sustainability.

e Champion Diversity by creating platforms that support, celebrate, and
elevate Australian stories across art forms, cultures, and geographies.

Through our national approach, RAA maintains strategic, collaborative relationships
that strengthen arts and creative practice across the country. We are committed to
unlocking the cultural ambition of regional, rural, and remote Australia.

The recommendations presented here reflect the need for a whole-of-government
approach to creativity in regional areas—one that builds capacity, supports
diversity, and recognises the arts as essential infrastructure for resilient, thriving
regional communities.

Proposals Investment

Creative Industries Management Deposit Scheme

Non-Commercial Leasing Arrangements

Recognition of Portfolio Incomes

Tax exemptions for Govt Grants & Fellowships

Employment Program S5M

Creative Clusters - R&D Cross Industry S10M
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Authorisation

This submission has been authorised by the Executive Director of Regional Arts
Australia.

Ros Abercrombie

Executive Director

Regional Arts Australia Contacts

Ros Abercrombie Scott Howie
Executive Director General Manager
ros@regionalarts.com.au gm@regionalarts.com.au

Regional Arts Australia acknowledges the
Traditional Custodians of lands throughout Australia and pays
respect to Elders past, present, and emerging.

Image credits: Front Cover: Sophie Cape live painting, OpenField 2023. Ainslie McNamara. 2022 RAF
Project Grant recipient. Tim Ngo, Artlands 2023 Below: Paul Chapman, Creative Regions National
Summit 2024, Tim Ngo, Artlands 2023

The future is regional. The future is creative.
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The future is regional. The future is creative.
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