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ABSTRACT 

Marketizing the Arts:  

The Effect of Marketized Revenues on Constituency Size and Composition 

Jason A. Martin 

Temple University, 2013 

Doctoral Advisory Committee Chair: Dr. David Elesh 

 

The nonprofit arts and culture sector in the United States is uniquely situated in 

tension between its not-for-profit status and its growing role as a catalyst for regional 

economic growth. Since the mid-20
th
 century, for metropolitan areas in particular, these 

organizations have become an integral part of local economies and visible symbols of 

regions as robust cultural centers. Their growth is increasingly viewed as a significant 

contribution to regional economic development. But concomitant with their newly 

defined roles as regional ñeconomic engines,ò nonprofit arts and culture organizations 

also are increasingly pressed to adopt a ñmarket orientationò with respect to both their 

audiences and funders.  This dissertation is an investigation into how these changes have 

shaped the organizational structures and processes of the sector. The guiding inquiry of 

this research is how an increased ñmarket orientationò in the sector is affecting 

organizational operations (especially expenditures), and ultimately, their constituencies. 

More specifically, this analysis explores the effects of marketization, defined here as 

dependence on earned income, agenda-oriented local corporate sponsorship, and 

outcomes-based foundation support, on organizational expenditures and constituency 

levels and composition.  

The present research assesses the relative utility of three organizational growth 

theoriesï resource dependency theory, institutional theory, and urban growth agenda 

theoryïon the one hand, and the ñcrowding-outò hypothesis on the other hand, in 
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accounting for the effects of increasing marketization on the size and composition of 

organizational constituencies. The first three frameworks suggest a connection between 

marketized revenues and the prioritization of organizational visibility and legitimacy, 

organizational professionalization, and production quality, with the end goal of 

constituency growth. On the other hand, the crowding-out hypothesis, though it retains a 

focus on revenue sources, suggests that revenue from certain sources may lead to the 

stagnation or even reduction of deeper organizational affiliations such as membership. 

Specifically, the perspective suggests that a heightened market orientation conflicts with 

a not-for-profit or philanthropic orientation, thereby ñcrowding-outò potential members.  

 The tension between these theoretical perspectives reflects the lack of solid 

empirical evidence regarding the effects of economic inputs (particularly those tied to 

marketization) on organizational outcomes (particularly constituency composition). The 

current research hypothesizes that marketized revenues will ultimately lead to audience 

growth and expansion while simultaneously leading to stagnation or decline in 

membership. 

 This study focuses on museums and performing arts institutions located within the 

Pennsylvania portion of the Greater Philadelphia Area. The analysis utilizes survey data 

on revenues, expenditures, and other organizational characteristics collected on a 

continuing basis through the Cultural Data Project of the Pew Charitable Trusts, and 

audience data collected co-operatively by the arts and culture organizations. To test the 

competing theories listed above, this research uses structural equation modeling to 

estimate the effects of marketized revenues on organizational expenditures, and 

ultimately, on constituency composition.  
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The current findings can be divided into three sections. The first central finding of 

the analysis is that marketized revenues tend to have a positive effect on attendance levels 

which provides support for resource dependency theory, institutional theory, and urban 

growth agenda theory in that the need for resources affects organizational expenditures 

and prioritization in such a way as to ultimately increase organizationsô attendance size.  

The second central finding of the analysis is that the processes that lead to 

attendance growth in organizations do so, not through increased demographic diversity, 

but primarily through increases in attendance from communities and neighborhoods 

outside the region and communities and neighborhoods where there are already high 

levels of arts and culture participation. This finding is consistent with the critical 

metropolitan growth perspective that marketization in organizations leads to the 

establishment of growth over diversity as the absolute bottom line. According to this 

perspective, if the pursuit of attendance diversity, attendance expansion to local 

underserved communities, or new single site-attendees does not contribute to the bottom 

line of attendance growth, then marketized revenues and those who control their flow will 

not encourage these priorities. 

The third central finding of the analysis deals with the crowding-out perspective. 

This analysis shows some degree of support for the crowding-out hypothesis. The results 

show that membership is decreasing as a result of marketization, and this effect is 

explained, in part, by differences in organizational prioritization and orientation reflected 

in organizational expenditure allocation.        

The implications of this research are extensive for individual organizations, their 

urban areas, and the future of the sector. As the sector evolves, arts and culture 
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organizations inevitably face the task of balancing their goals and missions with the 

demands that accompany revenue acquisition. Furthermore, as urban areas continue to 

emphasize their role as cultural centers which also foster economic development, they 

will need to consider the balance between the economic and public service functions of 

arts and culture organizations. Finally, the trend of greater marketization may encourage 

organizational growth even while it increasingly alienates the sectorôs not-for-profit 

identity and, with it, its most ardent supporters. 
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CHAPTER 1: 

INTRODUCTION  

 

The nonprofit arts and culture sector in the United States is uniquely situated in 

tension between a not-for-profit orientation on the one hand and an economic orientation 

on the other. The organizations that comprise this sector from museums to theatres to 

historical sites have traditionally been considered the bearers of public goods maintaining 

the ability to contribute to the social and civic health of a region as well as individualsô 

quality of life. More recently, especially since the mid-20
th
 century, policy makers, 

economic leaders, as well as many of the arts and culture organizations themselves, have 

begun to emphasize and encourage both the direct and indirect economic benefits of a 

healthy nonprofit arts and culture sector. For metropolitan areas in particular, these 

organizations have become an integral part of the local economy and visible symbols of 

the region as a robust cultural center (Heilbrun & Gray 2001; Scott 2004).  

During this time of nonprofit arts and culture organizationsô increasing economic 

and cultural symbolic relevance in metropolitan areas, their numbers, as well as the 

numbers of participants and attendees, have been growing at a steady rate. Their 

persistent growth over the past half century, alongside the pressures and expectations that 

come from their newly defined roles as regional ñeconomic engines,ò warrants 

investigation into the accompanying underlying organizational dynamics. More 

specifically, the guiding inquiry underlying this research is how an increased economic or 

ñmarket orientationò in the nonprofit arts and culture sector affects organizational 

operations (especially expenditures), and ultimately, their patrons or constituency.  
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Marketized Revenues 

The idea that the nonprofit sector in general is undergoing a ñmarketizationò trend 

is part of an ongoing discussion, and one that has taken many forms over the past several 

decades (Salamon 1993). With regard to the nonprofit arts and culture realm in particular, 

several scholars have articulated this market orientation trend as a general shift, over the 

last half century, and more rapidly over the past twenty years, away from its traditional 

insulation from and market forces. While support from the government and private 

donors have facilitated this insulation, shifts in funding have arguably initiated a general 

trend toward a market orientation (DiMaggio 2000; Dimaggio 1986a; Froelich 1999; 

Shockley 2002; Weisbrod 1998). In order to establish the precise research questions 

directing the following analysis, this analysis takes as the central indicator of an 

organizationôs market orientation the extent to which its revenues derive from a 

competitive marketplace.  Specifically, the overall shift toward a market orientation can 

be conceptualized by considering three trends in financial support for the sector. First, an 

increase in contributions from foundations relative to private donations, alongside a 

distinct foundational trend toward greater and more specific expectations placed on 

support recipients, has carried with it an increased emphasis on the visibility, public 

image, and broad appeal of arts and culture organizations and their activities (DiMaggio 

2000; Toepler 2001; Weisbrod 1998). Second, shortly after the peak of federal 

contributions to arts and culture organizations in the early-nineties, there was a 

precipitous drop in federal support. By the start of the Great Recession in 2008, federal 

support, in real dollars, had still not returned to the early-nineties levels.  The same period 

saw arts and culture organizations increasingly rely on earned incomeïincome frequently 
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unrelated to their missions (i.e., gift shops and concessions as opposed to admissions and 

fees for service). (DiMaggio & Mukhtar 2003; Heilbrun & Gray 2001; Shockley & 

McNeely 2009; Weisbrod 1998). Third, there has been a general trend toward greater 

support from locally-based entities and corporations with a growth agenda seeking to 

ñmarketò their regions to prospective tourists, residents, and corporations (Judd & 

Fainstein 1999; Logan & Molotch 1987; Squires 2003). Theoretically, the increasing 

marketization can be framed as a rising dependence on earned income, foundation 

support, and local and corporate sponsorship. The present analysis will refer to revenues 

from these funding sources as ñmarketized revenues.ò 

The Tension 

Having established the general meaning and context for market orientation or 

ñmarketization,ò it is important to briefly establish the context of this analysis. Social 

scientific perspectives on organizations that analyze the trend toward market orientation 

in the nonprofit arts and culture sector tend to focus on the effect of revenue sources on 

organizational outcomes. Organizational outcomes are generally defined in terms of 

organizational actions and expenditures as well as organizational constituencies 

(attendees, subscribers, members, and donors) (Dimaggio 1986a; Weisbrod 1998).  

The present research explores the tension between resource dependency theory, 

institutional theory, urban growth agenda theory, on the one hand, and the ñcrowding-

outò hypothesis on the other hand. These first three perspectives tend to focus on the 

potential constituent growth associated with marketized revenues. Resource dependency 

theory and institutional theory focus on organizationsô environments and their need for 

resources and economic sustainability. (Alexander 1996; Powell & DiMaggio 1991). As 
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a complement to resource dependency theory and institutional theory, urban growth 

agenda theory analyzes external influences on organizationsô operations as they relate to 

the local growth and development agenda. However, it is also more critical of the 

outcome of growth and development, suggesting that this growth and development 

agenda tends to disproportionately benefit those in power while reifying existing power 

hierarchy (Heilbrun & Gray 2001; Logan and Molotch 1987; Scott 2004). On the other 

hand, the crowding-out hypothesis, though it retains the focus on revenue sources, 

suggests that that revenue from certain sources may directly or indirectly detract from 

other revenue sources. (Herman & Rendina 2001; Segal & Weisbrod 1998).  

The diversity of these theoretical perspectives indicates that there is neither 

agreement nor conclusive empirical evidence concerning the manner in which economic 

inputs (particularly those tied to marketization) affect organizational outcomes 

(particularly constituency composition) and points to the utility of the present study on 

the impact of marketization. 

The increased market orientation in the sector is alternately credited with 

strengthening the sector by broadening and deepening its attendance base and blamed for 

endangering the traditional sources of support. On one hand, some scholars and 

policymakers argue that the marketôs influence on nonprofit arts and culture 

organizations may serve as a catalyst for increasing organizational visibility and 

legitimacy, spurring growth in public access, organizational professionalization, and 

production quality. On the other hand, some assert that a market orientation may alienate 

members and donors if it compromises organizationsô missions, thereby ñcrowding-outò 

potential long-term support.  
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What researchers generally agree upon is that the nonprofit arts and culture sector 

is undergoing significant changes brought about by the shift toward marketization. What 

researchers fail to agree upon is how these influences affect organizational expenditures, 

and ultimately, the compositions of organizationsô constituencies. These are the research 

questions of this dissertation.  

Research Question 

Guided by resource dependency and institutional theory, urban growth agenda 

theory, and the crowding-out hypothesis, this research analyzes the effect of market-

oriented economic inputs (or marketization) on organizational expenditures and 

organizational constituency.  

Nonprofit arts and culture organizations receive funding from a variety of sources 

including private donor contributions, endowments, government contributions, corporate 

and foundational sponsorships and earned income. The marketization trend refers to 

increases in revenue sources that are tied to specific market-driven motives. As discussed 

above, this refers specifically to revenue from organizationsô earned income, locally 

based corporate sources, and foundation grants. The research question is divided into 

three main parts. First, with respect to organizational priorities and resource allocation, 

this research examines the impact of marketized inputs on organizational expenditures. 

Specifically, it examines the effect on expenditures related to organizational visibility and 

legitimacy such as administrative salaries and professional development, advertising, 

marketing, and fundraising. It also examines the effect on production/exhibition 

expenditures, which are related to the core functions of organizations. Second, with 

respect to organizational constituency, this research asks how marketized inputs through 
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their effects on expenditures impact attendeesô spatial distribution, demographic 

composition, and range of participation. Third, this research asks how marketized inputs, 

through their effect on organizational expenditures, impact organizationsô attendance and 

membership levels. It is in this question that the tension between the crowding-out 

hypothesis and the other theoretical perspectives is examined.     

In applying these research sub-questions, this analysis differentiates between two 

organizational subdivisions that are likely to interact with the variables in the analysis. 

They are organizational size and organizational subsector (performing arts versus visual 

arts/museums).  

Undoubtedly, all arts and culture organizations are affected by their revenue 

streams and must present an image and identity to the public; the issue here is how 

marketized inputs affect organizational expenditures, constituency levels, and audience 

composition. 

Organization of the Dissertation 

 The current analysis addresses the research question through an in-depth analysis 

of the relevant organizational and urban sociological literature on the topic, an outline of 

the methodological approach to the inquiry, the results of the analysis, divided into three 

chapters, and a discussion of the analysisô findings, implications, and limitations, as well 

as future directions for ongoing research.  

Chapter Two contains an analysis of the pertinent literature on the topic of 

marketization in the nonprofit arts and culture sector. It focuses on the theoretical 

perspectives outlined above and the empirical studies carried out to date that attempt to 
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address the questions of organizational revenues, expenditures, and constituency 

composition with a focus on what impacts organizational behaviors and outcomes.  

 Chapter Three outlines the methodological approach of the current study. The 

research questions are addressed by combining data from two different sources.  The first 

is survey data from the Pew Charitable Trustsô Pennsylvania Cultural Data Project.  The 

Cultural Data Project collects data on revenues, expenditures and other organizational 

characteristics for nonprofit arts and culture organizations across the state of 

Pennsylvania. The CDP is used frequently in studies on the nonprofit arts and culture 

industry and has a strong reputation as an accurate and comprehensive source of data 

(Greater Philadelphia Cultural Alliance 2012; Pennsylvania Cultural Data Project 2012). 

The dissertation also utilizes arts and cultural participant household data derived from the 

Philadelphia Cultural List Cooperative (Co-Op List), an initiative coordinated by the 

Greater Philadelphia Cultural Alliance and processed by Targeting Resource Group 

(TRG Arts). Data from the Co-Op List has been used in previous studies by several 

reputable research groups including the Social Impact of the Arts Project at the 

University of Pennsylvania. Following a description of these datasets, the chapter 

discusses the variable creation, the establishment of the structural equation models, and 

the specific hypotheses addressed in the analysis. 

  Chapter Four, the first of three results chapters, provides support for institutional 

theory, resource dependency theory, and urban growth theories by revealing a positive 

connection between marketized revenues and growth in attendance levels. It also 

provides support for the crowding-out Hypothesis by revealing a negative connection 

between marketized revenues and membership levels.  



8 

 Chapter Five, using structural equation modeling, incorporates organizational 

expenditures as intervening variables, used to explain the connection between revenues 

and constituency levels. This chapter establishes some of the organizational mechanisms 

by which marketized revenues lead to attendance growth and membership decline. This 

chapter helps to differentiate members and attendees as two different types of 

organizational patrons who respond differently to specific organizational strategies, 

actions, and priorities. 

 Chapter Six builds off of the structural equation models in Chapter Five seeking 

to determine the relationship between organizational expenditures and attendance 

expansion as well as the relationship between attendance expansion and overall 

attendance levels. Consistent with critical theories on metropolitan growth, martketized 

revenues and the expenditures they influence tend to increase attendance by reaching 

further out into the suburbs and outside the region itself rather than into communities 

containing individuals traditionally under-represented in arts and culture organizationsô 

constituencies.  

 Finally, Chapter Seven discusses the implications of these findings for the 

theoretical perspectives driving the present analysis as well as the more practical 

implications for the nonprofit arts and culture sector and metropolitan areas in general. 

This chapter also discusses the methodological limits and challenges faced in the analysis 

and the possibilities for future research in this area.  

Findings Summary 

The current research finds some degree of support for each of the theoretical 

perspectives examined. First, there is support for institutional theory, resource 
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dependency theory, and local growth agenda theory in that marketized revenues lead to 

attendance growth through organizational efforts to increase the visibility and profile of 

organizations. Second, there is support for the local growth agenda theory in that 

marketized revenues increase attendance levels primarily through expanding their 

geographic reach, and without expanding organizationsô base to include groups 

traditionally under-represented among nonprofit arts and culture patrons. Third, there is 

support for the crowding-out hypothesis in that marketized revenues tend to divert 

resources away from the core functions of the organizations, ultimately leading to the 

erosion of organizationsô membership base. While the current research raises as many 

new questions as it answers, it furthers understanding of the relationship between 

organizational revenue, expenditure, and constituency.   
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CHAPTER 2: 

LITERATURE REVIEW  

 

Introduction  

The following chapter is a review of the relevant theoretical perspectives and 

empirical research on the nonprofit arts and culture sector utilized by the present study to 

address the question of the effect of marketized revenuesïin the form of core earned 

income, ancillary earned income, foundation support, and corporate supportïon 

organizational expenditures, attendance composition, and membership and attendance 

growth/decline.  

 To begin addressing such a question, one must first consider the unique role that 

the nonprofit arts and culture sector plays in the United States, as well as the historical 

development of market influences in the sector. Given this contextualization, the present 

chapter applies the theoretical frameworks of resource dependency theory, institutional 

theory, urban growth agenda theory, and the crowding-out hypothesis to addressing the 

research question.  

 Addressing the effects of earned income dependency, revenue received from local 

foundations, and revenue received from local corporate support and sponsorship, each in 

turn, Chapter Three applies the aforementioned theoretical frameworks, as well as 

empirical research focusing on these funding sources in the sector, to the research 

question. The current research explores whether marketized revenues lead to the overall 

growth of organizationsô constituencies, expanding their reach to new areas and under-

represented populations, or a more complex interplay where growth in commercialized 

influences leads to greater attendance levels but detracts from the dedicated core 

constituency embodied in organizational membership.   
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A Unique Sector 

The nonprofit arts and culture sector occupies a unique position within the 

American metropolis. There is a precarious and ever-shifting balance between the not for 

profit and economic focus of nonprofit arts and culture organizations inextricably tied to 

the role of increased marketization in the sector. Despite the tendency for arts and culture 

organizations to occupy the nonprofit realm, many of these organizationsô derive a 

relatively small portion of their revenue from charitable giving. In many cases, these 

organizations produce the vast majority of their revenue through other means, including 

earned income, corporate sponsorships, and competitive foundation grants.      

However, nonprofit arts and culture organizations are not perceived as other 

philanthropic sectors. There is a tension between arts and culture organizations as 

philanthropies versus as engines of economic growth which tends to have a number of 

tangible components and effects. For instance, research has shown that corporate giving 

to the arts and culture sector, in particular, is qualitatively different than other 

philanthropic donations. Corporate giving to philanthropic causes, in general, is done for 

the purpose of increasing the visibility and contributing to the good reputation of the 

corporation (OôHagan & Darvey 2000). However, corporate giving to nonprofit arts and 

culture organizations, in particular, is unique in that its purpose tends to be targeted 

corporate promotion rather than passive reputation management and obligatory giving 

(LeClair & Gordon 2000). In other words, corporate giving to nonprofit arts and culture 

organizations appears to have more direct ties to marketing motives when compared to 

other philanthropic giving.        
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 Also unique to the nonprofit arts and culture sector is its persistent tendency to 

serve and to be supported by a cultural elite. With the expansion of the arts and culture 

sector nationally, the increased prominence of arts and culture institutions in the 

metropolitan landscape, and the accompanying marketization, it is altogether fitting to 

consider the potential impact on service to and support from the cultural elite.  

 Yet predictions of the broadening, or ñdemocratization,ò of exposure to the arts 

and culture sector can be traced throughout U.S. history. According to Paul DiMaggio 

and Michael Useem in their 1978 article on cultural democracy, Alexis de Tocqueville 

ñpredicted the democratization of both the production and appreciation of arts as the 

United States became more matureò (DiMaggio and Useem 1978b, 179). Despite this 

prediction, the arts and culture sector remained almost exclusively occupied by the 

cultural elite through the first half of the 20
th
 century (DiMaggio and Useem 1978b; 

Tocqueville 1835).  

The perception of those controlling and participating in the arts and culture sector 

as elitist has arguably been fueled by the persistent attempt on the part of exclusivist arts 

and culture gatekeepers to limit the general publicôs involvement in the sector, thereby 

maintaining the exclusivity and elitism associated with arts and culture activities, events, 

and venues (DiMaggio & Useem 1978a). If anything is likely to disrupt this historic 

imbalance of involvement and participation in arts and culture organizations, it is the 

marketization trends that have pushed strongly toward organizational visibility, broader 

appeal, and constituency expansion.  

 

 



13 

Marketization in Context  

To better understand the potential effects of marketization on the priorities, 

resource allocation, and constituency composition of organizations within the nonprofit 

arts and culture sector in the United States, one must take into account its historical 

context and progression. In ñSocial Structure, Institutions, and Cultural Goods: The Case 

of the United States,ò Paul DiMaggio argues that the barrier arts and culture institutions 

have historically maintained to shield themselves from market forces has gradually been 

disintegrating since the mid-20
th
 century. He gives several explanations for this shift. 

First, whereas the exclusive cultural elite typically bonded through kinship ties  and 

traditionally held exclusive power in the nonprofit arts and culture sector, it is now 

gradually expanding and being replaced with those who hold power in other domains and 

organizations (both political and economic). Second, the rise of an increasingly culture-

savvy, college educated, upper middle class has increased the demand for cultural 

resources. And third, the rise in financial support from foundations and corporations, 

prompted in large part by the potential benefit for both sides, has contributed to the 

expansion of arts and culture participation (DiMaggio 2000).      

These dynamics are such that, ñarts trustees, now more numerous with the vast 

expansion in the number of arts organizations and more likely to be recruited from the 

corporate middle class, are increasingly open to an expansionist dynamic that pushes 

their institutions closer to the market and threatens conventional forms of insulation of 

high-culture and artists alikeò (DiMaggio 2000, 49). Thus arts and culture organizations 

wishing to maintain their competitive edge and subsequent economic viability have 

sought to legitimize their existence by expanding their visibility and constituency.  
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One component of this expansion was the drastic increase in arts funding between 

the 1950s and the 1980s (Anheier & Toepler 1998). DiMaggio explains,  

ñSupport from independent foundations grew from about $12.6 million 

[$49 million adjusting for inflation] in 1955 to approximately $350 million 

in 1984. Corporate assistance, negligible through the early 1960s, rose to 

nearly $400 million by the mid-1980s. By 1988, federal assistanceï

virtually non-existent before 1960 ïstood at more than $160 million, while 

state government subsidies amounted to about $300 million.ò (DiMaggio 

2000, 50)  

 

DiMaggio argues that this dramatic increase in funding and support for the arts 

brought with it both the increased relevance of arts and culture for the general population, 

and increased relevance of market forces (DiMaggio 1986a; DiMaggio 1986b; DiMaggio 

2000).  

This rapid growth in overall funding slowed substantially in the 1990s primarily 

due to the precipitous drop in federal funding for the arts in 1996 that resulted from 

conservative groups placing pressure on Congress to reduce or eliminate funding for the 

National Endowment for the Arts because of its funding of controversial artworks that 

they deemed offensive and obscene. In addition, the severe recession beginning in 2008 

caused support from a number of traditional revenue sources for the sector to contract 

substantially. The recession, which resulted in stagnation across all sectors of the 

economy, largely halted the growth and expansion in the nonprofit arts and culture sector. 

However, the prominence and visibility of the sector has not been compromised to the 

extent many expected, and in many cases has actually been enhanced since many urban 

areas have sought to tap into the appeal of their arts and cultural resources in an effort to 

jumpstart their economies. Nevertheless, times of recession have brought about an 

intense urgency for arts and culture organizations to secure funds through any and all 
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available avenues. In the wake of the drop in funding from traditional sources of support 

for the arts, such as endowments and public funds, organizational administrators in the 

nonprofit arts and culture sector arguably have increased incentives to seek financial 

support through earned income and sources such as corporations and foundations who 

have something tangible to gain from supporting the sector.  

Theoretical Framework 

 Two theoretical frameworks particularlyðresource dependency theory and 

institutional theoryðare well suited to understanding how nonprofit arts and culture 

organizations cope with their multiplicity of funding sources and history of insulation 

from market forces. Both theories focus on organizationsô external factors, such as their 

surrounding environment or ñfieldò as well as the resources required for operation. The 

general principle put forth by resource dependency theory is that to understand how and 

why an organization behaves it does, one must follow the supply of resources. For 

instance, when the nonprofit realm develops marketized revenue streams, it may be 

required to meet visibility, attendance expansion, or other obligations to both draw 

support and satisfy supporters (Pfeffer 1981). Institutional theory, in a similar fashion, 

focuses on resources and external factors, but also places a great deal of emphasis on 

organizationsô prominence, legitimacy, and professionalism within their fields (Powell & 

DiMaggio 1991).  

 As a complement to resource dependency theory and institutional theory, the 

present analysis incorporates an urban sociological perspective to take into account the 

influence of the local growth agenda in metropolitan organizational dynamics. Retaining 

the focus on the flow of resources as a dominant predictor of organizational behavior, 
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theories of the local growth agenda suggest that powerful local actors (political, 

foundation, and corporate among others) within a given region control the flow of 

massive amounts of resources, thus influencing the focus, direction, and operations of the 

organizations they support. The extensive power of these actors is in large part due to 

overlapping interests based in regional growth and development. As a combined force, 

referred to by John Logan and Harvey Molotch as a ñGrowth Machine,ò these players 

often collaborate to lend support to urban projects that seek to enhance a shared regionôs 

image and attractiveness to potential residents, tourists, and consumers. While such 

growth projects often center on residential development, they also tend to focus on the 

arts and culture sector within a region. According to this perspective, as with resource 

dependency and institutional theory, that the arts and culture institutions, projects, events, 

and initiatives with the greatest visibility and perceived legitimacy will draw the most 

support from the organizations comprising the Growth Machine. The Growth Machine 

perspective also maintains a critical element that suggests economic and political support 

will be doled out to support powerful interests that may be actually be in conflict with the 

best interests of the public. In other words, the primary goal of the Growth Machine is 

growth at all costs. According to this perspective, whether or not this group supports the 

civic goals of the region is not a central consideration. The theoriesô common assertion 

that organizational inputs have a strong impact on organizational visibility and legitimacy 

is their greatest point of resonance (Heilbrun & Gray 2001; Logan and Molotch 1987; 

Scott 2004). 

 Each of the three theoretical frameworks discussed above are in some degree of 

tension with a fourth, the crowding-out hypothesis. While the first three frameworks tend 
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to emphasize the positive correlations between resource acquisition, general visibility, 

and perceived legitimacy, the crowding-out hypothesis suggests a more complicated set 

of relationships where increased revenue from one type of source can ultimately curb or 

even reduce revenue from another source. While economists initially applied the 

crowding-out hypothesis to situations where government spending presumably leads to 

declines in private investment, it has since been applied to situations where 

commercialization trends in nonprofit organizations and philanthropies arguably ñcrowd 

outò more committed support such as donorship and membership. As applied in several 

studies, the hypothesis tests whether the rise of marketized revenues potentially leads to a 

substitution effect where organizationsô increased commercial presence may actually 

cause donorship and/or membership to stagnate or fall (Eckel, Grossman, & Johnston 

2005; Herman & Rendina 2001; Segal & Weisbrod 1998; Steinberg 1989). 

The present analysis applies the theoretical frameworks listed above to 

understanding the influence of marketization on the nonprofit arts and culture sector. 

Specifically, it analyzes the organizational level effects of marketized revenues, including 

foundation support, ancillary and core earned income, and corporate support. These 

economic inputs are taken to connect nonprofit arts and culture organizations to market 

forces and ultimately have an impact on organizational expenditures, constituency 

composition, and growth or decline in attendance and membership levels. The following 

discussion, employing these theoretical perspectives, addresses the trend of 

organizational dependence on each of these three economic inputs in turn.  
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Earned Income: The Trend toward Commercialization 

 The increased reliance on earned income is the most obvious and often-referenced 

indicator of marketization in the nonprofit arts and culture sector. Over the last several 

decades, earned income as a percentage of overall revenue has been on the rise in the 

nonprofit arts and culture sector (Massarsky & Beinhacker 2002). Some researchers 

shows evidence that the infusion of market forces will leads to sector growth and 

constituency expansion while others show evidence that earned income dependence leads 

to a shift in the orientation and public perception of these organizations ultimately 

resulting in more complex long term shifts in the balance of revenue inputs (Adams & 

Perlmutter 1991; Gainer & Padanyi 2002; Herman & Rendina 2001; Hughes & Luksetich 

2004; Segal & Weisbrod 1998; Toepler 2001). 

 Research grounded in resource dependency theory and institutional theory focuses 

primarily on the relationship between the commercialization of nonprofit organizations 

and the push for visibility and legitimacy. A study by Brenda Gainer and Paulette 

Padanyi found a causal connection between market orientation and growth in reputation 

(Gainer & Padanyi 2002). As organizations develop greater dependence on earned 

income in particular, the importance of their presence as a prominent, legitimate, and 

widely visible institution grows. As with for-profit institutions, they now need to compete 

within the market for the disposable income of those seeking recreation and 

entertainment. Thus, it is generally argued that reliance on earned income will prompt 

efforts to broaden ï meaning to reach beyond the cultural elite class ï to deepen ï 

meaning to increase participation among existing arts and culture patrons ï and to extend 

ï meaning to expand participation levels beyond the region ï the attendance base. One 
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primary way this expansion is carried out is through increased expenditures on marketing 

and advertising. While an early study of the effect of commercial activities on arts and 

culture organizations found an increase in spending on marketing personnel (DiMaggio 

1986c), subsequent empirical research has been more ambiguous. While some research 

on nonprofit organizations observed positive relationships, other research saw no 

empirical connection (Froelich 1999; Gainer & Padanyi 2002; Gronbjerg 1993; Hughes 

& Luksetich 2004; Toepler 2001). 

Along similar lines, several researchers of nonprofit organizations in general have 

noted a positive correlation between earned income and organizationsô emphasis on 

management, administration, and professionalization in general (Adams & Perlmutter 

1991; Froelich 1999). The argument is that as organizations depend more heavily on 

commercial funds, they will operate more like for-profit corporations in the sense that 

broader visibility and influence, legitimacy in the field, and public perception will 

become central concerns, and these goals will be accomplished largely through putting 

more resources into the administration and professionalization of organizations.  

Resonating with similar perspectives on the effect of foundation support, research 

suggests that earned income dependence will encourage greater expenditure on 

organizational elements dedicated to expanding the attendance base and establishing 

organizational legitimacy in the field. This emphasis is most directly connected to 

expenditure on marketing and advertising, to draw new groups in, administrative 

personnel and professional development, to communicate legitimacy and increase 

organizational efficiency, and the production and/or exhibition, to draw in new groups 
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and communicate legitimacy (DiMaggio 1986c; Froelich 1999; Gainer & Padanyi 2002; 

Gronbjerg 1993).  

The notion that dependence on fees for service and admissions would actually 

lead to greater access is somewhat counter-intuitive in the sense that such dependence has 

the potential to drive prices up, thereby limiting access to nonprofit arts and culture 

organizations. However, this does not appear to be an obstacle to access, at least for the 

lower income individuals who are already patronizing arts and culture organizations. A 

recent study of performing arts organizations found that adjusting admissions prices did 

not discourage low-income attendance, indicating that the fee indicator by itself may not 

be a good predictor of attendance patterns (Borgonovi 2008). If the commercialization 

trend has increased organizational visibility and broadened exposure, then organizational 

dependence on earned income may signal a departure from previous consumption 

patterns which heavily favored the culturally educated elite. While it is well established 

that the arts and cultural attendance base has been ñbroadeningò in the sense that the 

proportions of younger, less educated, lower income, non-whites have increased over the 

last few decades, researchers have yet to tie this trend specifically to the increase in 

marketized revenues (DiMaggio 2000; Kim, Cheng & OôLeary 2007).  

  While much of the research grounded in resource dependency theory and 

institutional theory emphasizes the broadening constituency base associated with 

organizational actions that intend to increase organizationsô visibility and legitimacy, 

(Massarsky & Beinhacker 2002; Gainer & Padanyi 2002) the crowding-out hypothesis 

raises questions about this association. In its original iteration the crowding-out 

hypothesis postulated by economists asserted that government funding of an organization 
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or endeavor may discourage private support or investment in the same endeavor that 

would otherwise occur. The rationale behind this hypothesis is that a donor or private 

investor may question the need to support and/or the utility of that support if they believe 

the support would, could, or should come from some other source (Steinberg 

1989).Subsequent research on nonprofit organizations has applied the crowding-out 

hypothesis to the relationship between commercialized income (usually referring to 

earned income) and donor or membership support. The hypothesis in this application 

suggests that while dependence on commercialized revenue sources may result in strides 

toward increased visibility public legitimacy, they may lead also to a ñlegitimacy crisisò 

when it comes to ongoing donor and member support. The expectation is that 

organizationsô revenue sources may be jeopardized when reliance on earned income and 

a business-like approach calls into question their need for support above and beyond what 

is obtained through their commercial ventures, as well as the organizationôs ñlegitimacyò 

as a philanthropic entity (Toepler 2001). The negative association between commercial 

ventures, in particular, and contributions from committed patrons is empirically contested 

in some cases and confirmed in others (Herman & Rendina 2001). One study that did 

show a negative relationship was carried out by Lewis Segal and Burton Weisbrod. Their 

results provide supporting evidence of the negative association between commercial 

activity and private contributions for arts, culture, and humanity organizations (Segal & 

Weisbrod 1998). While substantiation of the crowding-out hypothesis requires additional 

empirical support, it highlights an intriguing possibility. That is, even assuming that 

marketized inputs such as those derived from earned income and foundations, work to 

broaden public exposure to nonprofit arts and culture organizations, they may 
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simultaneously work to reduce organizationsô base of committed patrons in the form of 

donors and/or members. 

This discussion also highlights the important fact that not all participation in the 

nonprofit arts and culture sector is equal. While some studies consider the depth and 

commitment of participation in arts and culture organizations, they do not address how 

organizational inputs may be related to depth of commitment. A partial exception is 

Richard Petersonôs discussion of the cultural ñomnivoreò versus the ñunivoreò which 

begins to delve into the tension between participantsô depth of commitment versus their 

breadth of commitment (Peterson 1992). However, this discussion gets pushed neither to 

the level of analyzing participation to determine the level of commitment to specific 

organizations nor to the point of addressing how participation may be affected by funding 

sources such as earned income. In other words, while it is interesting that there are 

various patterns of participation in the nonprofit arts and culture sector and that the 

sophisticated arts and culture consumer is increasingly a cultural óomnivore,ô it is also 

important to determine if certain revenue and expenditure patterns lead to greater 

numbers of single site attendees (univores) and/or greater numbers of multi-site attendees 

(omnivores). The widely held assumption, which some research has called into question, 

is that the process of gaining a more robust arts and culture constituency will start by 

attracting single site attendees who will then become more committed patrons in the long 

run, leading to repeated attendance and, ideally, membership (Barbosa and Brito 2012). 

There is also an assumption that once individuals begin attending one arts and culture 

venue, they will be more likely to branch out into other organizations within the sector as 

well. The lingering questions are whether or not marketized revenues lead to single-site 
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attendees and if so, whether or not marketized revenues are also leading to an increase in 

committed patrons in the arts and culture sector. 

Organizational size has also been shown to interact with earned income ventures 

and their effects. Research also suggests that larger, more established organizations are 

more likely to engage in earned income ventures. Because the extent of earned income is 

heavily dependent on the volume of consumers, larger organizations that have the 

financial and venue capacity for blockbuster events, are more likely to benefit financially 

through earned income (Massarsky & Beinhacker 2002). Consequently, larger 

organizations may be more engaged in and influenced by marketization trends in the 

sector. 

Finally, in any discussion of earned income, it is important to differentiate 

between earned income that is derived from core versus ancillary activities. The core 

activities of an organization include all of those related to its mission. Fees for service 

and admissions rates are generally considered to be in this category. Ancillary activities 

are any extraneous or auxiliary operations that are not directed related to the mission or 

core function of an organization. Concessions, souvenir shops, and venue rentals are the 

type of activities to fall into this category (Anheier & Toepler 1998; Toepler & Dewees 

2005; Stern & Seifert 2005). The distinction between these two types of earned income is 

not a small one since, while earned income may be spent at the organizationôs discretion, 

the dollars that go into sustaining ancillary activities are those that do not directly 

advance the organizationôs core programmatic goals.  

There are important implications that may accompany a shift toward dependence 

on earned income. Dependence on earned income potentially invites economic 
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vulnerability. Research suggests that the profit gained from commercial ventures is 

volatile in the sense that it is dependent upon a strong economy. When nonprofit arts and 

culture organizations reinvent themselves as commercialized destinations for the publicôs 

consumption, they open themselves to the same pitfalls that the for profit service 

economy experiences during an economic downturn. While it is true that economic inputs 

all across the spectrum will decrease during an economic downturn, government funding 

has been more consistent support than earned income (Froelich 1999). Though analyses 

of nonprofit organizations have yielded some ambiguous results, one study of nonprofit 

organizations by Wolfgang Bielfield suggests that dependence on earned income 

increases an organizations financial vulnerability. Bielfield finds that earned income 

revenue is volatile and more subject to market trends and consumer trends than other 

revenues such as donations, ongoing foundation support, and endowment capital 

(Bielfield 1992). This suggests that despite the allure of earned income ventures during 

times of fiscal crisis, these funding streams may turn out to be a volatile and short-term 

solution. 

Foundation and Corporate Support: Constituency Expansion 

 Foundation support for the nonprofit arts and culture sector has a long history in 

the United States. With lower levels of support from government funding relative to most 

European countries, the United States has established a strong non-profit sector ï or 

ñthird sectorò ï from which a great deal of support for the arts has always originated. In 

recent years, especially since the mid-twentieth century, foundation support for the 

nonprofit arts and culture sector has been on the rise. Furthermore, over this time of 

burgeoning support for arts and culture, foundations have begun to play an increasingly 
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active role in the organizations and initiatives they support. However, financial support 

increasingly brings with it a set of expectations and óbottom linesô placed upon the 

beneficiary. According to several researchers, foundation support for arts and culture 

organizations tends to be based locally and tends to be interested in sponsorship that 

contributes to projects and initiatives that produce visibility and non-controversial 

innovation, resulting in broad public interest and notoriety for both the foundation and the 

organization(s) it supports. (DiMaggio 2000; Froelich 1999; Hughes & Luksetich 2004). 

Furthermore, while their evidence is primarily through citing ñexamples,ò both Paul 

DiMaggio and Richard Peterson cite empirical evidence that institutional grants tend to 

be dedicated to expanding and broadening the attendance base (DiMaggio 1986a; 

Peterson 1986). 

 The literature addressing the effect of institutional support in general, and 

foundation support in particular, on the nonprofit arts and culture sector is strongly 

influenced by resource dependency and institutional theory. As such, it tends to 

emphasize the demands that foundations place on grantees to expand their constituency, 

increase their visibility, and to become increasingly financially independent. Because 

foundations control the flow of their own resources and have a set of expectations for 

grantees that are increasingly similar to those in the private sector, the organizationsô 

dependency on these resources tends to dictate their behavior, including expenditure 

patterns and general goals. As noted earlier, some scholars have argued that foundation 

support, in promoting greater visibility, enhanced reputation, as well as larger and 

broader attendance bases among their grantees, ultimately promoting the long sought 

ñdemocratizationò of arts and culture resources in the United States stretching back to 



26 

Alexis de Tocqueville. Such research tends to attribute the long term trend of broader 

participation in the nonprofit arts and culture sector, in part, to the rise in corporate and 

foundation support as well as the growing tendency for these funders to approach their 

grantees with private market expectations of growth, expansion, and influence (DiMaggio 

2000). 

 Paul DiMaggio and Walter Powell highlight several specific processes by which 

foundation support is thought to have an ñexpansionist effectò on arts and culture patrons. 

The first is through ñthe logic of accessò (DiMaggio 2000, 51). This is the idea that the 

institutional supporters of an organization, especially foundations, generally expect their 

grantees to broaden public access to the organizationsô resources. DiMaggio explains, 

ñalmost all institutional patrons encourage grant recipients to increase the size of the 

public they serve and, to some extent, take audience expansion (emphasis added) as 

evidence of organizational successò (DiMaggio 2000, 51) This visibility ultimately 

reflects well on the granting organization and is often the primary reason for granting the 

support in the first place (DiMaggio 2000). A second cause of the expansionist effect is 

through ñthe logic of accountabilityò (DiMaggio 2000, 52). Institutional support tends to 

come with a specific set of expectations and requirements. Funding institutions are likely 

to have a specific agenda that accompanies the support they provide (DiMaggio 2000). 

Thus marketing initiatives, attendance quotas, and other strategies for increasing the 

organizational sphere of influence are much more likely to be implemented when funding 

from institutional sources makes up a greater proportion of the total. In addition to 

expenditure on marketing and advertising, increased expenditure on organizationsô 

administration and professional development is another method by which organizations 
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attempt to achieve these goals of expansion, legitimacy and visibility. A 1984 study by 

DiMaggio and Powell showed an empirical connection, in the case of museums, between 

institutional support and administrative expenditures (DiMaggio 1984). 

 Victoria Alexander highlights the specific application of this dynamic to museums 

in ñPictures at an Exhibition: Conflicting Pressures in Museums and the Display of Art.ò 

She notes that foundation support is associated with ñblockbusterò and traveling 

exhibitions that are designed to maximize the visibility of an exhibit and its supporters, 

and to appeal to the broadest possible set of potential patrons (Alexander 1996). 

Consequently, foundation support tends to favor larger venues, organizations that have 

the capacity for blockbuster events, and organizations that have the potential to grow in 

visibility, reputation, and legitimacy within the region and beyond. Furthermore, while 

foundations tend sometimes support innovative events and exhibits, like other 

institutional supporters, they generally shy away from supporting experimental or 

controversial events and exhibits based on the risk that their name will be associated with 

an event or exhibit that turns out to be unpopular, or even worse, one that causes the 

foundation to be embroiled in controversy (Froelich 1999).  

 While the effects of increased emphasis on growth, reputation, and visibility is 

most apparent in the realm of foundation support, it is also evident in the recent 

developments within corporate sponsorship. With the surge of strategies such as ñventure 

capitalism,ò where corporations focus on investing in causes, events, and organizations 

that show the promise of growth and influence, corporations have taken an increasingly 

active role in the distribution and follow up regarding their philanthropic contributions. 

While corporate sponsorship of nonprofits has always been considered an act of self-
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interest, ñventure capitalismò refers to the sophisticated and deliberative process of 

maximizing the corporate benefit for investment and sponsorship. Consequently, 

corporations may seek a more active and deliberate role in the strategy and direction of 

the beneficiary of their funds. This more direct involvement with the beneficiary tends to 

result in increased pressure for organizations to expand their influence and maintain a 

positive and visible presence in the region (Cobb 2002; Useem & Kutner 1986). 

 The demands and requirements placed upon arts and culture organizations by the 

foundations that support them are often an inexorable cost of staying fiscally solvent. 

While organizations clearly prefer sources of income that provide them with maximum 

autonomy (i.e., sources that do not come tied to a specific grantee agenda), dependency 

on available resources requires, in many cases, that organizations acting in their own 

financial best interests, become beholden to a specific set of external requirements and 

expectations. Particularly in times of recession, organizations will go to great lengths to 

adapt to the demands of funders in order to meet their own fiscal requirements (Kelly 

1991).  

While resource dependency and institutional theory help to clarify the effect of 

foundations, corporations, and earned income on organizational behavior, specifically the 

way these revenues encourage increased visibility and legitimacy, they do little to address 

the nuances and complex interplay between funding agents, supporters, and attendees. As 

with the effect of earned income dependency, the crowding-out hypothesis offers some 

insight on this issue. As applied to the commercialization within the arts and culture 

sector, the crowding-out hypothesis generally refers to a ñsubstitution effectò where 

commercialized revenues such as earned income, lead to the stagnation or erosion of 
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support from more committed patrons (i.e. members and donors). The present research 

seeks to extend this hypothesis to include the rise of foundation support and corporate 

support as a potential catalyst for the erosion of member support. Since foundation 

support is associated with many of the same ñmarketizedò elements as earned income 

dependence ï i.e., increased legitimacy, visibility, broader appeal, attendance growth, etc. 

ï it is plausible that increased foundation support for organizations will ñcrowd outò 

organizational membership.  

The ñcrowding-outò hypothesis as tested in the present analysis has important 

implications for arts and culture organizations for a number of reasons. One such reason 

is that research has shown foundation support and corporate support to be more volatile 

and short-term in nature than the long-term commitment and support from donors and 

members. Foundations and corporations tend to prioritize short-term results over the 

long-term sustainability of organizations. Furthermore, continuous support from 

foundations and corporations tends to be contingent on ongoing appeals reflecting new 

programs and initiatives. Membership revenue and donor support on the other hand, tends 

to be longer term and stable and tends to support the ever-important core functionality of 

an organization, rather than always being earmarked for specific programs and initiatives 

(Froelich 1999; Shockley 2009). Therefore, the present shift toward greater dependency 

on foundation and corporate support may carry with it a precarious future with respect to 

organizationsô financial stability.    

Local Growth Agenda: Marketing the Region 

 Institutional support for the nonprofit arts and culture sector originates primarily 

from locally based entities. In other words corporations and foundation generally support 
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arts and culture organizations that reside within the same regional area because they have 

a more direct stake in regional dynamics and outcomes (Heilbrun & Gray 2001). In 

recent years, particularly in urban areas, efforts to highlight the unique strengths and 

resources offered in a specific area have intensified. The branding of neighborhoods, 

communities, and even entire metropolitan areas as cultural centers and tourist 

destinations has often coincided with strong place-based support from regional players 

(corporations, foundations, local government entities, etc.) This rise in local support, 

which is very closely connected to the arts and culture resources within a particular 

region, represents a shift toward marketization in that local organizations come together 

around the common goal of ñmarketingò the region for the express purpose of raising the 

profile and enhancing the reputation of the region in general, and its valuable cultural and 

recreational resources, in particular. The result is often a coalition of influential players 

within a region coalescing around a local growth agenda which ideally carries a benefit 

for regional corporations, foundations, and government entities. This growth agenda 

tends to promote the development, tourism, and recreation sectors in the region as an 

effort to spur urban revitalization. This powerful force, largely driven by foundations and 

corporations, raises the question of how contributions from these players drive 

organizational decisions and characteristics, including expenditures and constituency 

composition. To address this question one must consider more specifically what local 

governments, corporations, and foundations hope to achieve by contributing resources to 

the regional nonprofit arts and culture sector.  

 Organizations in the nonprofit arts and culture sector, unlike many other sectors, 

inevitably maintain close linkages to their physical locations. This is a sector consists 
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almost exclusively of events, venues, and permanent artifacts. Because arts and culture 

are so connected to the specific historical, cultural, and spatial context in which they 

reside, they are a prime resource for anyone with a vested interest in a specific region in 

contrast toðfor exampleðthe major motion picture or retail industries where the 

consideration of location and regional branding as a potential impetus for outside 

investment would not be as important.  

For reasons stated above, in the case of the nonprofit arts and culture sector, there 

is an intimate connection between the organizations and their regional setting. Unlike a 

commodity that is a material product that can be exported to locations across the world, 

arts and culture resources and experiences are largely tied to the physical locations of the 

experiences or artifacts themselves (Scott 2004). While the production and exportation of 

performance media via new technologies has increased slightly, most forms of arts and 

culture production demand a physical presence and are therefore inextricably tied to 

geographic location (Heilbrun & Gray 2001).  

The staying power of arts and culture institutions, particularly those with higher 

profiles, is evident in their tendency to become regional symbols, tied to their physical 

locations as cultural mainstays and physical anchors (Scott 2004). This makes arts and 

culture assets particularly attractive resources for urban revitalization through branding 

spaces and locations in the city. As an example, the neighborhood around the 

Philadelphia Museum of Art is casually referred to as ñthe Art Museum Neighborhood.ò 

The ongoing development of this neighborhood in Philadelphia along its Benjamin 

Franklin Parkway is evidence of the centrality and importance of the arts and culture 

sector as one centerpiece of urban development and revitalization. Along with 
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Philadelphiaôs Avenue of the Arts, Old City area, and Northern Liberties section, the 

Benjamin Franklin Parkway has garnered the attention of local political and civic leaders 

interested in promoting the growth and development of certain cultural ñhot spotsò within 

city in an effort to draw in tourists and suburbanites seeking recreation and entertainment 

as well as students and young people seeking a place to live, work, and attend school. 

The staying power and branding potential of arts and culture resources and organizations 

undoubtedly has an influence when prospective funders within a region consider lending 

their financial support. When supporting the regional nonprofit arts and culture sector, 

there is relative certainty that the resources will ultimately contribute to the local 

economy, local development, the regional image, and the local infrastructure.   

 Though economic impact studies of the arts and culture sector are not in complete 

agreement regarding the extent of economic stimulus provided by the presence of arts 

and culture organizations, there is substantial evidence that the impact may often be 

overstated. It is also somewhat unclear whether the presence of a robust arts and culture 

sector in a given area promotes overall growth and development or vice versa (Markusen 

and Gadwa 2010; Sterngold 2004; Stern and Seifert 2010). Despite this uncertainty, the 

arts and culture sector is increasingly viewed by regional officials, entrepreneurs, and 

philanthropist as a catalyst for economic growth. This is particularly true in metropolitan 

areas across the United States. This makes the arts and culture sector an immediate ally to 

any individuals or organization with a vested interested in regional development and 

growth. While a single institution or organizationôs efforts will reflect its specific social, 

economic, or political interests, researchers have demonstrated organizations also often 

contribute to collective efforts ï particularly those that deal with regional growth and 
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development. It is within this context that urban centers are relying more heavily on their 

appeal as centers of cultural production and less heavily on commodity production. Local 

entities with an interest in the growth and development of an area have begun to place 

more emphasis on building a strong arts and culture sector (Scott 2004).  

Growth Machine Theory is a perspective that deals specifically with the effect of 

the local growth agenda on investment dynamics and the underlying motives. Reflecting 

on metropolitan growth and development, Growth Machine Theory suggests that 

decision-making and influence in a given geographical area are often exercised by a 

coalition of dominant local actors in such a way as to maximize the growth and visibility 

of the region. It asserts that a network of powerful players, which may have a variety of 

secondary disagreements among them, agrees on the primary goal of regional growth and 

development (Logan & Molotch 1987).   

The Growth Machine, as described by Logan and Molotch, includes a variety of 

actors who dedicate their resources to growth projects. According to their model, the 

primary players tend to be politicians, utility companies, and the media. They also 

include a list of ñauxiliary playersò including ñuniversities, museums, theaters and 

expositions, professional sports, organized labor, self-employed professional and small 

retailers, and corporate capitalistsò (Logan & Molotch 1987, 75). It is these institutions, 

they argue, that stand to benefit the most from the ñgrowthò of a region. 

 A central element to the Growth Machine, as described by Logan and Molotch, is 

the importance of the ñlocal.ò Growth Machines are, by definition, concerned with the 

economic growth and development of a specific region. It is these local interests that 

provide a point of convergence for the Growth Machine members. This local focus of the 
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Growth Machine is especially relevant in discussions of the nonprofit arts and culture 

sector since, even though some blockbuster events may draw attendees from afar, the arts 

and culture sector has clearly maintained its ties to the region. This is particularly notable 

since the trend of globalization and corporate consolidation has challenged the regional 

connectedness of nearly all other sectors. These trends have also raised questions about 

the originally conceived Growth Machine model in which the primary players are 

typically regionally based corporations. Questions about corporations as the primary 

players in Growth Machines arise when one considers, for example, that a large retail 

chain owning stores all across the country will have less interest in the politics and 

growth agenda of the specific localities wherein its subsidiaries are located. As the trend 

of corporate consolidation nationally and globally continues unabated, the presence of 

locally based corporations grows scarce. Large national and multinational corporations 

tend to contribute either to large, national philanthropies or to specific organizations that 

have extremely high profile such as the Smithsonian Institute in Washington D.C., or the 

Metropolitan Museum of Art in New York. On the other hand, locally based foundations 

and the nonprofit arts and culture organizations they support, play an increasingly central 

role growth coalitions and policies within a given region. (Banfield & Wilson 1963; 

Friedland & Palmer 1984; Sassen 2001). Therefore, it is reasonable to expect the 

emergence of a modified version of the Growth Machine where local entities, such as 

foundations and the arts and culture organizations they support, begin to take leading 

roles in the regional growth agenda.  

Several researchers have emphasized the emerging role of the arts and culture 

sector as central in metropolitan growth agendas (Strom 2003; Whitt 1987). In cases 
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where growth projects center on arts and culture resources, it is often powerful nonprofit 

organizations that lead the coalition promoting the project. In a similar fashion to 

organizational level marketing and advertising which attempts to attract expanding 

crowds and those from an increasingly wider radius, local growth projects generally serve 

the purpose of marketing the region. There are many examples of powerful nonprofit 

organizations, in metropolitan areas all across the United States, leading coalitions of 

regional players dedicated to a ñGrowth Project.ò For instance, a controversial growth 

project in the Philadelphia area involving the relocation of the Barnesô Foundation art 

collection from the suburbs to a downtown tourist destination was led by a coalition of 

powerful nonprofit organizations. (Anderson 2003; Bernd et al. 2005). In a similar 

example, the New Jersey Performing Arts Center in Newark, New Jersey served to not 

only lead the way in bringing cultural events to the city, but also to ñreposition the cityôs 

economic development actorsò (Strom 2003, 252). Through the creation of the Network 

Alliance, the New Jersey Performing Arts Center took the lead role in organizing 

corporations and philanthropies for the purpose of growth and development in the region. 

The Corporate Council for the Arts (CCA) in Seattle, Washington provides serves as yet 

another example of nonprofit leadership in regional development projects. More than 

merely distributing funds, the CCA ñoffers technical assistance, participates, in advocacy 

campaigns and helps promote arts groupsò (Strom 2003, 257). As such, this nonprofit 

organization plays a leading role in growth and development projects across the region. 

These three examples of nonprofit entities leading the way on metropolitan growth and 

development reflect a national trend. This emerging coalition structure differs from the 

Growth Machine model as originally articulated in the sense that nonprofit foundations, 
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the local government, and the arts and culture nonprofits themselves, tend to be the 

primary Growth Machine actors rather than the auxiliary ones. In these cases it is often 

the corporations, developers, and other private institutions that fall in line with the lead 

actors, playing the auxiliary roles within the coalition.  

 The persistent question underlying the emerging centrality of the nonprofit arts 

and culture sector in metropolitan growth initiatives is how this stands to affect arts and 

culture organizations and the constituencies they serve. According to Growth Machine 

Theory, growth projects are sold to politicians, public policy leaders, and the public as a 

part of a system that ñallows the market to serve the public tastesò (Logan & Molotch 

1987, 85). In other words, this type of growth is purported to distribute the benefits and 

resources associated with urban development to the general public through broader public 

access and direct response to public preference. This is a particularly important aspect of 

the growth ideology in that is used to promote a growth agenda as a ñcommon senseò 

solution to urban blight and unequal access to resources. Many take issue with this 

assertion since it is difficult to determine who benefits from the development of a strong 

arts and culture sector. One issue is that the jobs made available through the arts and 

culture sector are primarily low paying and provide little chance for working up from the 

bottom. Another argument is that the growing prominence of the arts and culture sector 

primarily serves the purpose of the middle and upper class recreation and tends not to 

include nonwhites and those from the working class with lower incomes and less 

education (Kim, Cheng & OôLeary 2007). This present research is situated in the larger 

debate regarding whether or not the enhancement of the nonprofit arts and culture sector 
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will ultimately lead to the expansion of access to valuable arts and culture resources to 

traditionally underrepresented populations.  

Like foundation support and earned income dependence, support coming from 

local and regional actors invested in the growth and development of the region carries 

with it a tension that plays out in the nonprofit arts and culture sector. On the one hand, it 

is reasonable to expect that support for the development of a strong nonprofit arts and 

culture sector will encourage the visibility, accountability, and professionalization among 

sector organizations that inevitably leads to growing constituencies and, ideally, to 

broader public access and support. On the other hand, as many researchers and advocates 

have suggested, the motivating forces behind local investment in the arts seek to market 

and enhance the regionôs image, potentially transforming nonprofit arts and culture 

organizations into increasingly commercialized institutions. As with earned income 

dependence and foundation support, there is a concern that utilizing nonprofit arts and 

culture organizations as a central marketing element of a region may transform their 

image from not-for-profit public resources, to corporate money-makers, thereby 

jeopardizing the extremely important membership and subscribership base.  

Nowhere is concern over the shifting nature of the nonprofit arts and culture 

sector more apparent than in the literature on nonprofit arts and culture organizations as 

tourist attractions. This literature tends to focus on the connections between the tourism 

and service sector and the nonprofit arts and culture sector. These perspectives draw 

particular attention to the trend in metropolitan areas toward marketing the city as a 

theme park, and the role that arts and culture resources play in this process. As with the 

Growth Machine, scholars focusing on this trend tend to apply a critical perspective 
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wherein the dynamic is characterized as one that primarily leads to increased visibility 

and revenue for certain regional players while ignoring the long-term sustainability and 

reputation of nonprofit arts and culture organizations (Judd and Fainstein 1999) 

Some scholars have suggested that the tendency to attach a market value to 

cultural goods has led to a situation in which arts and culture organizations are 

encouraged to offer an aggressively marketed, pre-packaged tourist experience that 

entices consumers to the region and produces maximum profitability. Furthermore, as 

more organizations shift to a highly marketed style, those organizations that choose not 

ally themselves with the tourism sector or who do not have the finances or visibility 

required, become increasingly marginalized. In effect, while the participation of certain 

arts and culture organizations in the tourism sector may increase their visibility to a 

broader public, it does so only for those organizations that can both afford to and choose 

to ñbuy inò to a tourist orientation. Dennis Judd and Susan Fainstein describe the tourist 

orientation this way: ñWe can assume that the main spatial effect of urban tourism is to 

produce spaces that are prettified, that do not feature people involved in manual labor 

(except when engaged in historical reenactment or entertainment), that exclude visible 

evidence of poverty, and that give people opportunities for entertainment and officially 

sanctioned funò (Judd and Fainstein 1999, 269). This ñbuy inò may require a great deal of 

resources dedicated to marketing and organizational image. Additionally, it may 

transform the appearance and identity of a nonprofit organization to a commercialized 

one (Scott 2004). 

The present analysis investigates the effect of foundation support, corporate 

support (both primarily from local sources) and earned income dependency, in three 
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ways. First, how does dependency on these inputs affect the operations, reflected in 

expenditures, of nonprofit arts and culture organizations? Second, how does dependency 

on these inputs ultimately affect the attendance composition of these organizations? And 

third, how does dependency on these inputs ultimately affect the attendance and 

membership base of the organizations? These are the empirical inquiries that this research 

will seek to answer.  

By addressing these three sub-questions, this analysis tests whether the trend 

toward marketization in the nonprofit arts and culture sector contributes to overall 

organizational growth as resource dependency theory, institutional theory and local 

growth agenda theory suggest, uneven growth, where audience levels are augmented and 

membership levels reduced, as the crowding-out hypothesis suggests, or both overall 

growth and uneven growth simultaneously. It also tests whether marketization influences 

which lead to audience growth also lead to audience expansion to demographic groups 

traditionally under-represented among nonprofit arts and culture patrons. This question 

has particular relevance for local growth agenda theory which suggests that the benefits 

of growth tend to benefit the status quo and those already in power rather than those 

individuals and communities who are typically marginalized. The results of this analysis 

highlight the importance of taking into consideration why individuals choose to patronize 

arts and culture organizations, how the nature of attendees is different than loyal 

members and donors, and how organizationsô acquisition of and allocation of resources 

has a substantial impact not only on how many patrons they have, but also on who comes, 

where they come from, and how willing they are to invest time, money, and other 

resources to insure the organizations that they patronize survive and thrive.      
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The Influence of Recession 

The relationship between funding sources and organizational effects takes on 

particular importance in the context of an economic downturn. During times of recession, 

endowments, corporate and nonprofit donations, as well as governmental contributions to 

the arts and culture sector tend to lag or disappear entirely. Furthermore, these 

organizations tend to face shrinking attendance during times of recession. Arts and 

culture organizations, as a result, are often forced to close, downsize, or make up for lost 

income through whatever means they possess.  

In many cases, it is financial predicaments that cause organizations to reorganize 

their funding structure, seeking revenue through whatever means possible. This 

strengthens the possibility that organizations will attend to their short-term financial 

survival, even if it potentially changes the face of the organization thereby risking long-

standing and loyal support from donors.  

Out of the various funding inputs, arts and culture institutions have the most 

autonomy over their earned income revenues (DiMaggio 1986a, DiMaggio 1986b). There 

are three ways that an institution may choose to maximize this input: 1) through 

increasing rates. 2) through increasing participation, or 3) through both. One may expect 

that organizations will attempt to carry out both of these strategies, when possible, for 

increasing their earned income revenue (Heilbrun & Gray 2001). In addition, during 

times of recession, arts and culture institutions are likely to present themselves as a 

cheaper, local alternative form of entertainment and recreation for previously untapped 

populations. This dynamic enhances the motive for organizations to create a broad-based 
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appeal to the regional population through institutional image management as well as 

aggressive and far-reaching marketing and advertising initiatives.  

 Whether discussing the influence of recession, the local growth and development 

agenda, the rise in foundation and corporate support, or the dependence on earned 

income, the inquiries of the present research into marketization effects remain the same. 

Namely, how do these influences affect organizational operations and organizational 

constituency composition?  

Classifying Arts and Cultural Organizations 

 Thus far the discussion of nonprofit arts and culture organizations has referred to 

the sector as a single entity. In reality, the sector is comprised of several relevant 

subdivisions. These subdivisions have implications for the relationship between funding 

sources and organizational outcomes. Thus, in the context of the present research, it is 

necessary to establish relevant categories and operational definitions of arts and culture. 

In an effort to avoid treating the sector as a monolithic entity, this study employs two 

basic categorizations within the nonprofit arts and culture sector with the caveat that 

these distinctions are in constant flux and often contested within the field. 

 The first distinction is between two primary arts and culture categorizations as 

defined by the Greater Philadelphia Cultural Allianceôs arts and culture meta-

categorizations. This system divides organizations into general categories such as 

theaters, museums, historic sites, concerts etc., as well as into more specific sub-

categories. It is important to consider relevant distinctions since revenue streams and 

supporting activities are often specific to certain industry subsectors. In the case of the 

present research, museums and visual arts organizations are classified as one distinct 
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meta-category and performing arts organizations are classified as a second meta-

category. Making such distinctions is particularly important since research has shown that 

organizations often mimic the practices and procedures of the most prominent 

organizations within a subsector often creating some degree of uniformity within 

subsectors (DiMaggio & Powell 1983). Furthermore, the characteristics and supporting 

systems for organizations are often connected through a common or overlapping target 

market. We may expect more consistency among the context and procedures of two 

orchestras within a given region than between an orchestra and a museum within the 

same region.  

One specific potentially relevant difference between organizations in the 

museums and visual arts category versus the performing arts category is related to 

organizationsô degree of symbolic connection to the specific region. Allen Scott draws a 

distinction between those elements of culture that are more directly tied to a spatial 

location versus those that are less connected (Scott 2004). The present research uses 

Scottôs typology to differentiate between museums and visual arts as firmly place-based 

versus the performing arts as less place-based. To be more specific, certain cultural 

experiences, such as visiting historic sites and/or permanent collections at museums, tend 

to represent a direct or connection with their spatial location. On the other hand, 

experiences associated with the performing arts category, such as theatrical or orchestral 

performance, are experiences that tend to be less connected to a given region, and 

potentially available in multiple locations. Indeed many such shows travel to various 

venues across the country providing a similar experience in multiple locations.      
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 A second potentially important distinction among nonprofit arts and culture 

organizations is their size as defined by revenue. This is an important distinction in that it 

relates to the surge in total numbers of arts and culture organizations, the pursuit of 

visibility and the ability to achieve it, and the baseline costs of starting and maintaining 

an arts and culture organization (Hansmann 1981). As demand within the arts and culture 

sector has increased and diversified, the number and types of arts and culture 

organizations have also increased. Consequently, these organizations often struggle to 

maintain a level of income required to sustain costs. Even while the overall patronage of 

arts and culture organizations is increasing, it has been outpaced by the growth in number 

of organizations. This tends to push organizations either into a niche market where they 

maintain a small and loyal attendance base or into the competitive mainstream where 

high visibility, broad appeal, and rapid growth is required to sustain costs (Stern & Seifert 

2005).  

It is also important to distinguish commercial or for-profit organizations from 

philanthropic or nonprofit organizations. Historically, there exists a firmly engrained 

distinction between for-profit and nonprofit organizations within the realm of arts and 

cultural production. However, the strength of this distinction is frequently called into 

question. Particularly in recent years, the nonprofit arts and culture sector has found itself 

in competition with the commercial sector for patronage. As discussed, this creates a 

situation in which nonprofit organizations, previously insulated from the free market 

economy, struggle to maintain viability on terms similar to their private counterparts. 

Despite these similarities, for-profit and nonprofit organizations maintain vastly different 
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organizational structures and purposes (Weisbrod 1998). For the purposes of this study, 

the analysis will focus on the nonprofit arts and culture sector.     

Why Trends in Arts and Culture Organizations Matter 

Shifts in funding sources and the subsequent effect on nonprofit arts and culture 

organizations have several important implications for the organizations themselves, the 

public policy formed around the arts and culture sector, and the metropolitan areas where 

these organizations tend to be located. As discussed above, funding shifts have the 

potential to drastically alter constituency composition as well as organizational 

operations. 

To put into perspective the importance of who participates in the sector, one need 

only look to literature on social and culture capital where the importance of cultural 

participation and the connection to civic participation is heavily emphasized. Studies 

have consistently shown that participation in the arts and culture sector is positively 

correlated with civic, social, and political engagement. Particularly when arts and culture 

engagement includes involvement beyond sporadic attendance at an arts and culture 

organization, it is related to concern for the community, and active involvement in other 

arenas (Walker, Scott-Malnyk, & Sherwood 2002). The connection between cultural 

capital and civic engagement is of particular interest to those promoting arts and culture 

organizations and resources in a given area. This essentially provides a social rationale 

for the promotion of arts and culture in a specific area. The Greater Philadelphia 

Cultural Alliance released ñResearch into Action: Pathways to New Opportunitiesò in 

September of 2009 touting the positive correlation they found between cultural and civic 

engagement, particularly for those who were the most heavily involved in the sector 
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(Greater Philadelphia Cultural Alliance 2009). Therefore, if there are drastic shifts in the 

nonprofit arts and culture sector that are altering the breadth and/or depth of public 

participation, this may have ripple effects for the public and the communities in which 

they reside. 

In sum, awareness and understanding of, as well as participation in, social and 

cultural institutions are key components to agency within society. The acquisition of both 

social and cultural capital is widely considered to be advantageous to both the individual 

and the society. Due to the generally accepted positive association between both social 

and cultural capital and civic engagement, these types of capital are considered to be 

markers of a healthy democratic society. Additionally, indicators of social capital and 

cultural capital tend to be highly correlated with one another, suggesting the possibility 

that involvement or engagement with a culturally based activity or organization may lead 

to greater involvement in a social or civic organization (and vice versa) (Bourdieu 1986; 

Lizardo 2006; Putnam 2000; Shockley 2002; Walker, Scott-Malnyk, & Sherwood 2002).    

Furthermore, changes in the organizational structure of nonprofits brought about 

by marketization have strong implications for the future of the arts and culture sector in 

general. Currently the nonprofit arts and culture sector of a region occupies a unique 

niche in the social structure. There exists an intricate balance of public and private, 

institutional and individual, flexible and inflexible support. Shifts in this balance of 

support will inevitably alter the sector and the organizations of which it is comprised. If 

the sector grows and thrives within metropolitan area, it can be an engine for economic 

growth and development within the region as well as a contributor to the social and 

cultural capital of those living in and around the region. On the other hand, if the intricate 
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balances in the sector are thrown into turmoil, it could take a sector full of valuable 

resources and monetize them, thereby actually reinforcing the class distinctions between 

those with and without access, and ultimately changing the face of sector from 

educational philanthropy to recreational opportunism.    

Summary 

 While the current state of research reflects general agreement that the nonprofit 

arts and culture sector is experiencing a trend toward marketization, there is not 

agreement on the organizational level effects of this trend. Furthermore, while much of 

the literature focuses on the economic impact of the sector, there is also a great deal of 

discussion about how shifts in organizational focus and operations may impact the 

organizationsô constituency composition.   

 Some literature focuses on the potential expansive effect of marketization, 

whereby organizations are pushed to reach past the cultural elite and into previously 

untapped segments of the population to maintain self-sustaining costs as well as 

legitimacy in the eyes of funders. Within these perspectives, there is some question, 

primarily on behalf of the local growth agenda theorists, as to whether audience growth 

will necessarily lead to audience expansion to new segments of the population. Another 

set of literature entirely focuses on the potential organizational level shifts that can 

potentially discourage or ñcrowd outò current and potential members and long-term 

supporters. These two approaches to understanding organizational level effects, while not 

mutually exclusive, are in tension with one another. While one perspective focuses on the 

potential constituency expansion that may result from marketization, the other focuses on 

the potential constituency contraction. Furthermore, empirical studies focusing on the 
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expansive effect of marketization as well as those focusing on the crowding-out 

hypothesis both show mixed results, with some supporting and some contradicting the 

perspectives. The present empirically tests both perspectives revealing that each has its 

own merit and each is given some degree of empirical support. The result is a study that 

both integrates and expounds upon resource dependency theory, institutional theory, 

urban growth agenda theory, and the crowding-out hypothesis.  

 Specifically, this analysis examines effect of marketized inputs, in the form of 

earned income, foundation support, and local institutional support, on organizational 

operations (specifically expenditures) and constituent levels as well as audience 

composition. This ultimately addresses the trend of marketization in the sector and the 

resulting increased audience levels with simultaneous membership decline. It also takes 

on the issue of martketized revenues leading to audience growth without simultaneous 

expansion to under-represented populations. The analysis further takes on the question of 

how these main effects vary across several organizational types and categories within the 

nonprofit arts and culture sector.  

 The present research specifically focuses on the effect of marketization trends 

over the five year period between 2005 and 2010. While marketization trends in the 

nonprofit arts and culture sector are thought to have existed for several decades, this 

specific time period will capture a more recent snapshot of this larger trend as well as 

revealing the effects of the onset of The Great Recession.    
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CHAPTER 3: 

METHODOLOGY AND DATA  

 

The Conceptual Models 

 In an effort to explore the question of the effects of ómarketizedô revenue sources 

ïcore earned income, ancillary earned income, foundation support, and corporate support 

ïon organizational characteristics, the variables for the present analysis can be broken 

into four categories. These four categories are shifts in organizational revenues, shifts in 

organizational expenditures, shifts in attendance compositionïspecifically the spatial 

distribution and characteristics of the arts and culture participantsïand shifts in 

attendance and membership levels. Attendance levels and membership levels are the 

primary dependent variables since the foremost goal of the analysis is to determine the 

relationship between revenue shifts and constituency levels. Since it is central to the 

present research to distinguish between membership levels and attendance levels as 

uniquely related to organizational behavior, they are separated in to two distinct models. 

The two conceptual models, both of which include brief descriptions of 

operationalization, illustrate the hypothesized relationships between shifts in 

organizational revenues, expenditures and constituency (attendance and membership 

respectively). The present research divides attendance and membership into two distinct 

models for practical reasons discussed below. These models, presented in Figure 3.1 and 

Figure 3.2, indicate both the hypothesized direction of each relationship and whether the 

expected effect is positive or negative. When the hypothesized effect is negative, it is 

noted in the model. When not specifically labeled, the hypothesized effect is positive. 

The two models are structured alike except that in the case of the attendance model, there 

are attendance composition variables based on the spatial distribution of the attendees for 
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each organization. Thus, in the case of organizationsô attendees, the analysis tests not 

only whether it is declining or increasing, but also whether or not the distribution of the 

attendees is changing to include areas with underrepresented or non-local individuals. 

Employing the use of structural equation or path modeling, this research tests the 

hypothesized relationships against the observed relationships from the sample of 

organizations used in the analysis.  

 

Figure 3.1: Conceptual Model Predicting Change in Paid Attendance Levels 

 

 

Both conceptual models begin with marketized revenue shifts as the primary 

independent variables. Since each ómarketizedô revenue variable ï operationalized as 

earned income (core activities), earned income (ancillary activities), foundation support, 
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and corporate support ï is treated as a facet of marketization and yet sufficiently 

independent of each of the other marketization indicators to warrant their separate 

consideration, the testing of each will take place in its own model. In other words the four 

dimensions of marketization will be operationalized in four distinct models for each of 

the two primary dependent variables (attendance and membership change). Therefore the 

results section of the present analysis will ultimately reflect the construction of eight path 

models: four that pertain to attendance growth or decline and four that pertain to 

membership growth or decline. Since marketization is the overarching yet multi-faceted 

concept being measure by each of the four revenue indicators, the hypothesized effects 

are consistent for each of the four path models that reflect the attendance concept model 

as well as each of the four path models that reflect the membership concept model. In 

other words, even though each model is connected through the commonality of 

marketized revenue sources as the primary independent variable, and each expected 

effect is consistent across the four dimensions of marketization, each measure will be 

tested separately.  

The first set of relationships pictured in both the attendance and membership 

models (starting from the left) connects the concept of marketized revenues to 

organizational expenditures. The concept models break expenditures into three 

categories. They are administration salaries and professional development, marketing and 

advertising, and production and exhibition expenditures. Each of these three expenditure 

categories are considered primary methods for increasing the visibility, perceived 

legitimacy, and reputation of art and culture organizations. Since marketized revenue 

sources are thought to encourage exactly those qualities of the organization through the 
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means of said expenditures, the hypothesized relationship between marketization and 

each of these three expenditure categorizations is positive. While administrative salaries 

and professionalization expenditures as well as production and exhibition expenditures 

are each operationalized by a single variable, the category of marketing and advertising is 

broken into three distinct variables. These are advertising expenditures, non-advertising 

marketing expenditures, and expenditures on fundraising salaries.  

 

Figure 3.2: Conceptual Model Predicting Change in Membership Levels 

   

 

Turning to the differences between the two concept models, the attendance model, 

Figure 3.1, considers the potential effects of each of the expenditure variables on 

attendance composition by examining the changes in the spatial distribution of 

organizationsô attendees. The membership model, on the other hand, does not include the 

composition variables because the household level data for members is not available, nor 
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would the numbers of members for each organization be large enough to make accurate 

conclusions. Regarding the attendance model, based on the theorized expectation that 

marketized revenues encourage broader visibility, greater legitimacy, and the expansion 

of patronage through marketing and advertising expenditures, as well as a focus on 

organizational administration and professional development, and production/exhibition 

expenditures, the expected relationships between expenditures and organizational 

attendance composition is one where not only is the overall attendance size expected to 

increase, but the demographic composition of the attendance base is expected to expand 

into previously underrepresented groups, the number of arts and culture newcomers is 

expected to rise, and the catchment area for attendees is expected to increase. The 

demographic composition of attendees is estimated by focusing on the percentage of 

attendees for each organization coming from areas with greater percentages of nonwhites, 

areas with lower levels of education and income, and areas with younger populations. 

The degree of newcomers for each organization is estimated using the proxy variable of 

single site attendance, meaning that patrons of a given organization do not show up on 

any other regional arts and culture organizationsô attendance listing. The validity of this 

measure is based on the assumption that newcomers to arts and culture organizations 

usually start at one organization ï as óunivoresô ï and patrons who are regular attendees 

tend to be listed as attendees for additional arts and culture organizations. An increase in 

catchment area is measure by the percentage of organizationsô attendees who come from 

outside the regional area (defined herein as the nine county Philadelphia region in 

Pennsylvania and New Jersey (see Map 3.1). 
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Map 3.1: Metropolitan Philadelphia Area, Nine County Region 

 

 Finally, to focus on the primary difference between the attendance model and 

membership model, the effect of shifts in the expenditure variables, driven by marketized 

revenues, is expected to be very different on organizationsô attendance base as compared 

to their membership base. Specifically, paid attendance is expected to be positively 

affected by each of the expenditure variables in the attendance model. Turning to the 

membership model, the expenditure variables which represent an emphasis on 

organizational visibility, legitimacy, and growth, are expected to have a very different 
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effect on organizationsô membership levels. Based on the crowding-out hypothesis as it 

applies to shifts toward commercialization in the arts and culture sector, it is expected 

that shifts in the aforementioned organizational expenditures may actually discourage 

organizational membership. Therefore the effects between the expenditure variables and 

change in membership level are hypothesized to be negative. 

Data 

 

 In order to address the hypothetical claims, detailed below, this analysis uses two 

separate sources of data. The first source of data comes from the Greater Philadelphia 

Cultural Alliance, an arts and culture advocacy and attendance development organization 

focusing its efforts and research primarily on the Philadelphia metropolitan area (Greater 

Philadelphia Cultural Alliance 2012). The data acquired directly from the Greater 

Philadelphia Cultural Alliance are household level arts and culture participation data 

from the Philadelphia Cultural List Cooperative, initiated by the Greater Philadelphia 

Cultural Alliance. The co-op list consists of a compilation of patrons (including members, 

subscribers, and attendees) in nonprofit arts and culture organizations within the five 

county Pennsylvania portion of the Philadelphia metropolitan area. The list of 

participants is submitted by the 146 participating nonprofit arts and culture organizations 

in the Philadelphia region and processed and housed by the marketing and consulting 

company, Targeting Resource Group (TRG Arts). The dataset has been in use and 

updated annually since 2004 and provides data on the geographic location and 

demographic characteristics of individuals who participate in arts and culture 

organizations. While the list of participants does not come from an exhaustive list of 

organizations in the Philadelphia region, it does provide participant information from the 
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majority of nonprofit arts and culture organizations in the region who have paid 

attendance. The 146 organizations represented in the co-op list account for approximately 

80 to 90 percent of all nonprofit arts and culture revenue, expenditure, and attendance in 

the region (Greater Philadelphia Cultural Alliance 2012). The most significant gap in co-

op data is for very small organizations since the majority of regional organizations who 

are not included in the co-op list are those whose gross revenue is under $25,000 per 

year. The co-op list has been used in previous research to draw conclusions about arts and 

culture attendance characteristics in the Philadelphia region (Stern and Seifert 2000). This 

analysis will be using the list from 2006 (time one) and 2011 (time two). Because the list 

is collected throughout the course of the year, then compiled and entered into the 

organizationsô system, followed by an upload into the co-op, there is a lag time of one to 

two years between when the patron data is initially collected and when it shows up in the 

co-op listing. Therefore, the present analysis uses the 2006 to refer back to 2005 and the 

2011 data to refer back to 2009.  

 The second primary source of data used in this analysis comes from the 

Pennsylvania Cultural Data Project, (PACDP) operated by the Pew Charitable Trusts. 

The Cultural Data Project survey collects data on over 13,000 arts and cultural 

organizations across 29 states. The PA Cultural Data Project has a good reputation for 

retrieving data from organizations since filling out the annual portfolio is required for 

organizations who wish to apply to much of the foundation and state funding that is 

available. It has been conducted annually in Pennsylvania since 2004 and contains data 

for 292 organizations in the museums/visual arts and performing arts meta-categories in 

the five-county PA portion of the Philadelphia metropolitan area. Using all available 
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PACDP data, the present analysis focuses on 292 organizations that comprise 85 to 90 

percent of all performing arts/visual arts revenue, expenditure, and attendance in the 

region. The distribution of these organizations across the five county area is visually 

represented in Map 3.2. The Cultural Data Project survey asks a variety of economic 

input and output questions as well as other descriptive characteristics from a nearly 

exhaustive list of organizations across the state of Pennsylvania. This survey provides a 

detailed description of financial support, donations, endowments, revenue sources, 

expenditures, attendance levels, membership levels, as well as a great deal of non-

financial data (see Appendix A for the survey instrument). It is frequently used in 

analyses of the arts and culture industry and highly reputable in terms of its accuracy and 

detail (Greater Philadelphia Cultural Alliance 2012; Pennsylvania Cultural Data Project 

2012). While the Cultural Data Project began in Pennsylvania, the modelôs success has 

caused its adoption by several other states across the country. This analysis utilizes 

survey data from all five years, but primarily from 2005 (time one) and 2009 (time two). 
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Map 3.2 

 

 

 The analysis of organizational participation in this study focuses on involvement 

in organizations within the five-county, Pennsylvania portion of the Philadelphia region 

(see Map 3.1 for a map of the region).  This study focuses specifically on the rise of 

marketization within nonprofit arts and culture organizations because it is the nonprofit 

portion of the sector that makes up the core cultural appeal so many are looking to as the 

economic engine to drive urban and regional revitalization. Furthermore, it is the 

nonprofit arts and culture organizations that have shown significant movement toward a 

more market-based model of operation. Thus, it is these organizations that will most 

effectively test they hypotheses at hand. 



58 

Nonprofit arts and culture organizations are defined using a categorization 

developed and utilized by the Internal Revenue Service (IRS) and the National Center for 

Charitable Statistics (NCCS). This system, the National Taxonomy of Exempt Entities 

(NTEE), has created sub-categories of nonprofit organizations based on their major 

function. See Table 3.1 for the broad organizational categories as designated by the 

NTEE. This classification system includes a categorization for organizations relating to 

arts, culture and humanities. Consistent with the Greater Philadelphia Cultural Alliance, 

this analysis begins with all organizations within the arts, culture and humanities 

category. In order to address the within sector differences in organizational mission and 

operations, the analysis uses the Greater Philadelphia Cultural Alliance meta-categories 

to focus specifically on performing arts organizations and museums/visual arts 

organizations as two subsets of the sector. 

Table 3.1: NTEE Broad Classification Categories 

I.       Arts, Culture, and Humanities: A 

II.        Education: B 

III.        Environment and Animals: C, D 

IV.        Health: E, F, G, H 

V.       Human Services: I, J, K, L, M, N, O, P 

VI.   International, Foreign Affairs: Q 

VII.        Public, Societal Benefit: R, S, T, U, V, W 

VIII.        Religion Related: X 

IX.        Mutual/Membership Benefit: Y 

X.       Unknown, Unclassified: Z 

   

Hypotheses 

Revenue and Expenditure Hypotheses 

The hypotheses in the present analysis are divided into three sections to reflect the 

three research questions discussed in Chapter One. The first set of hypotheses addresses 
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the relationship between marketized revenues and organizational expenditures. 

Specifically, each of the four types of ñmarketized revenuesò are thought to be related to 

expenditure on administrative salaries and professional development, production and 

exhibition expenditures, and expenditure on marketing, advertising and fundraising.  

As discussed in the section on earned income, while the results of past research 

are mixed, some studies have shown commercialization, and dependence on earned 

income specifically, to be positively related to expenditures on professionalization and 

general measures that seek to increase the visibility ï such as marketing and advertising ï 

of organizations as well as measures that seek to directly contribute to the quality and 

reputation of productions and or exhibits.  

As discussed in the section on foundation grants, dependence on foundation 

revenues are increasingly accompanied by demand for the increased visibility and 

legitimacy of organizations. The empirical and theoretical explanations suggest a set of 

relationships that mirror those found between earned income dependence and 

professionalization, production costs, marketing and advertising.  

Finally, as discussed in the section on local growth initiatives, dependence on 

local support is also thought to be accompanied by demand for the increased visibility 

and legitimacy of organizations. The empirical research in this area shows that there is 

often a concerted effort by powerful players in a region to collectively support projects 

and organizations that increase the visibility of a region as well as its legitimacy as a 

cultural center. Therefore, while the present empirical test is unprecedented, it is 

reasonable to hypothesize that foundation and corporate support, the vast majority of 

which is found in the same region as the organizations themselves, will be accompanied 
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by a vested interest in the visibility and legitimacy of the supported organizations, 

reflected in spending on professionalization, production costs, marketing and advertising.  

In order to test the presence of a causal relationship between the variables in the 

model it is important to analyze whether or not the hypothesized relationships exist 

within organizations as they change over time. This set of hypotheses is designed to 

analyze whether or not the variables in the model relate in the expected way as they shift 

over the period of 2005 to 2011. As such, all variables in the model are change variables. 

The hypothetical relationships between marketized revenues and organizational 

expenditures, enumerated below, can be viewed in the concept maps illustrated in Figures 

3.1 and 3.2. 

1) Revenue and Expenditure Hypotheses 

 

a. An increase in marketized revenues between 2005 and 2009 will have a 

positive impact on the change in advertising expenditures between 2005 

and 2009. 

 

b. An increase in marketized revenues between 2005 and 2009 will have a 

positive impact on the change in non-advertising marketing expenditures 

between 2005 and 2009. 

 

c. An increase in marketized revenues between 2005 and 2009 will have a 

positive impact on the change in expenditures on fundraising salaries 

between 2005 and 2009. 

 

d. An increase in marketized revenues between 2005 and 2009 will have a 

positive impact on the change in expenditures on administrative personnel 

and professional development between 2005 and 2009. 

i. An increase in expenditures on administrative personnel and 

professional development between 2005 and 2009 will have a 

positive impact on the change in advertising expenditures between 

2005 and 2009.  

ii.  An increase in expenditures on administrative personnel and 

professional development between 2005 and 2009 will have a 

positive impact on the change in non-advertising marketing 

expenditures between 2005 and 2009.  
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iii.  An increase in expenditures on administrative personnel and 

professional development between 2005 and 2009 will have a 

positive impact on the change in fundraising salary expenditures 

between 2005 and 2009.  

 

e. An increase in marketized revenues between 2005 and 2009 will have a 

positive impact on the change in production and exhibition expenditures 

between 2005 and 2009. 

 

Constituency Expansion Hypotheses 

 The second set of hypotheses applies only to the attendance model since it 

pertains to identifying the effects of expenditures on attendance composition. These same 

tests cannot be performed on the subset of organizationsô members because 

organizational membership numbers are not available and membership listings would be 

too small to draw accurate conclusions. The following set of hypotheses specifically test 

the effects of change in expenditures on marketing, advertising, fundraising salaries, 

production and exhibition costs, and administration salaries and professionalization on 

attendance expansion. The attendance expansion that is hypothesized is a broadening 

demographic trend that includes increases in the percentage of attendees coming from 

neighborhoods with higher concentrations of nonwhites, those with less education, lower 

incomes, and younger individuals. It also includes an increase in the percentage of single 

site attendees, since a rise in this percentage tends to indicate a rise in new attendees as 

well as an increase in the percentage of attendees coming from outside the region. 

Attendance growth can also occur through the increased frequency of participation by 

existing patrons. While this is not directly observable with the present data, if there is 

overall growth without demographic expansion, single-site attendee expansion, and/or 

increased attendance from outside the region, this would indicate that growth is probably 

due to the increased attendance of existing patrons. These hypotheses are tested through 
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the use of an analysis of the spatial distribution of regional arts and culture organizationsô 

attendees. Through the identification of census tract locations and associated 

demographic characteristics, this research identifies attendee patterns and trends as they 

relate to neighborhood characteristics.     

While the ultimate goal of the expenditures included in the concept model is 

clearly to grow the attendance levels, it is evident that broadening the attendance base to 

new, often underrepresented, groups and to individuals outside the region  are two means 

by which attendance growth is expected to occur. The growth demands placed on 

organizations that are inherently local, by the foundation funders, the corporate sponsors, 

and by earned income dependence, require those organizational to seek attendance 

growth through expansion. If expenditures for the purpose of increasing visibility and 

legitimacy are successful, it will both grow and broaden the attendance base, leading to 

greater demographic diversity, higher rates of single site attendees,
1
 and broader 

geographic coverage.  

2) Constituency Expansion Hypotheses 

 

a. Marketing, Advertising, and Fundraising Expenditure Effects 

 

i. An increase in advertising, non-advertising marketing, and 

fundraising salary expenditures between 2005 and 2009 will have a 

positive impact on the change in demographic diversity
2
 found in 

the attendance listings from 2006 to 2011.
3
 

                                                           
1
 Single site attendees refer to attendees who are only found on the attendance list of one regional cultural 

institution. This variable is meant to reflect the degree of attendance growth beyond the traditional arts and 

culture crowd.  

2
 Demographic diversity refers to four variable components. The first is the percentage of attendees for 

each organization from tracts with a greater percentage of non-whites than the overall percentage for the 

Philadelphia Metropolitan Statistical Area.  The second is the percentage of attendees for each organization 

from tracts with a greater percentage of individuals without a Bachelorôs degree than the overall percentage 

for the Philadelphia MSA. The third is the percentage of attendees for each organization from tracts with a 

median household income that is lower than the median household income for the Philadelphia MSA. The 
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ii.  An increase in advertising, non-advertising marketing, and 

fundraising salary expenditures between 2005 and 2009 will have a 

positive impact on the change in percentage of single site attendees 

ï those whose households only appear on one organizationôs 

attendee list ï found in the attendance listings from 2006 to 2011. 

 

iii.  An increase in advertising, non-advertising marketing, and 

fundraising salary expenditures between 2005 and 2009 will have a 

positive impact on the change in percentage of attendees from 

households outside the nine county Philadelphia area ï including 

Bucks, Chester, Delaware, Montgomery, and Philadelphia counties 

in Pennsylvania, as well as Burlington, Camden, Gloucester, and 

Salem counties in New Jersey ï found in the attendance listings 

from 2006 to 2011. 

 

b. Production/Exhibition Expenditure Effects 

 

i. An increase in production and exhibition expenditures between 

2005 and 2009 will have a positive impact on the change in 

demographic diversity found in the attendance listings from 2006 

to 2011. 

 

ii.  An increase in production and exhibition expenditures between 

2005 and 2009 will have a positive impact on the change in 

percentage of single site attendees ï those whose households only 

appear on one organizationôs attendee list ï found in the attendance 

listings from 2006 to 2011. 

 

iii.  An increase in production and exhibition expenditures between 

2005 and 2009 will have a positive impact on the change in 

percentage of attendees from households outside the nine county 

Philadelphia area ï including Bucks, Chester, Delaware, 

Montgomery, and Philadelphia counties in Pennsylvania, as well as 

Burlington, Camden, Gloucester, and Salem counties in New 

Jersey ï found in the attendance listings from 2006 to 2011. 

 

 

                                                                                                                                                                             
fourth is the percentage of attendees for each organization from tracts with a median age that is lower than 

the median age for the Philadelphia MSA.  

3
 Because the co-op list used for attendance listings reflects the attendance households over the previous 

two years, this analysis builds in a one to two year lag so the data reflected in the co-op list matches the 

timing of the data reflected in the Cultural Data Project survey. 
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c. Administrative Salary and Professional Development Effects 

 

i. An increase in administrative salary and professional development 

expenditures between 2005 and 2009 will have a positive impact 

on the change in demographic diversity found in the attendance 

listings from 2006 to 2011. 

 

ii.  An increase in administrative salary and professional development 

expenditures between 2005 and 2009 will have a positive impact 

on the change in percentage of single site attendees ï those whose 

households only appear on one organizationôs attendee list ï found 

in the attendance listings from 2006 to 2011. 

 

iii.  An increase in administrative salary and professional development 

expenditures between 2005 and 2009 will have a positive impact 

on the change in percentage of attendees from households outside 

the nine county Philadelphia area ï including Bucks, Chester, 

Delaware, Montgomery, and Philadelphia counties in 

Pennsylvania, as well as Burlington, Camden, Gloucester, and 

Salem counties in New Jersey ï found in the attendance listings 

from 2006 to 2011. 

 

Constituency Growth Hypotheses 

 

Turning to the third set of hypotheses, the stark contrast between the attendance 

model and membership model now emerges. It is here that the models ultimately test the 

overarching questions of the present analysis. Namely, do marketized revenues lead to an 

overall growth in organizationsô paid attendance numbers, do marketized revenues lead to 

an overall decline in organizationsô membership numbers, and is it possible that they 

could contribute to both trends simultaneously? Focusing first on the question of 

attendance growth, the present research hypothesizes that due to their focus on visibility 

and legitimacy and its subsequent effects on organizational expenditures, organizations 

will not only become broaden  their attendance base, but also will experience overall 

growth.  Specifically, Attendance Growth Hypotheses 
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d. An increase in advertising, non-advertising marketing, and fundraising 

salary expenditures between 2005 and 2009 will have a positive impact on 

paid attendance growth reflected in the Cultural Data Project survey from 

2005 to 2009. 

 

e. An increase in production and exhibition expenditures between 2005 and 

2009 will have a positive impact on paid attendance growth reflected in 

the Cultural Data Project survey from 2005 to 2009. 

 

f. An increase in administrative salary and professional development 

expenditures between 2005 and 2009 will have a positive impact on paid 

attendance growth reflected in the Cultural Data Project survey from 2005 

to 2009. 

 

g. An increase in demographic diversity (see footnote five) found in the 2006 

and 2011 attendance listings, will have a positive impact on paid 

attendance growth reflected in the Cultural Data Project survey from 2005 

and 2009.  

 

h. An increase in the percentage of single site attendees found in the 2006 

and 2011 attendance listings, will have a positive impact on paid 

attendance growth reflected in the Cultural Data Project survey from 2005 

and 2009. 

 

i. An increase in the percentage of attendees from outside the nine county 

Philadelphia region found in the 2006 and 2011 attendance listings, will 

have a positive impact on paid attendance growth reflected in the Cultural 

Data Project survey from 2005 and 2009. 

 

 

 Shifting to the question of membership size, the present research tests the 

crowding-out hypothesis as it pertains to the effect of marketized revenues on member 

support. The hypothesized relationships within the membership model suggest that 

marketized revenues, through their effects on organizational expenditures, ultimately lead 

to a crowding-out effect regarding organizational membership. The postulation is that as 

organizations depend increasingly on marketized support and present themselves 

increasingly as commercial organizations through their balance of expenditures, it will 

diminish the perceived necessity of committed membership for the ongoing existence and 
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growth of those organizations, ultimately leading to decreased levels of membership. As 

discussed in the literature review, some research has tested the crowding-out hypothesis 

as it relates to the relationship of earned income dependence and committed support with 

mixed results. The present research is an unprecedented expansion of this hypothesis to 

include the effect of foundation support and corporate support. It is also unprecedented in 

its efforts to connect the effects of revenue shifts to effects on organizational constituency 

by examining considering the intermediary role of organizational expenditures. The 

theoretical justification for the expansion of this hypothesis is that, based on a review of 

relevant research, these additional revenue sources are sufficiently similar to earned 

income in their reflection of market forces to warrant a test of their effect on 

organizational expenditures and ultimately membership and paid attendance numbers. 

The postulation that organizational membership will decrease as a result of revenue and 

expenditure effects is reflected in the hypotheses below. 

3) Membership Crowding-out Hypotheses 

 

a. An increase in advertising, non-advertising marketing, and fundraising 

salary expenditures between 2005 and 2009 will have a negative impact 

on membership numbers reflected in the Cultural Data Project survey from 

2005 to 2009. 

 

b. An increase in production and exhibition expenditures between 2005 and 

2009 will have a positive impact on membership numbers reflected in the 

Cultural Data Project survey from 2005 to 2009. 

 

c. An increase in administrative salary and professional development 

expenditures between 2005 and 2009 will have a negative impact on 

membership numbers reflected in the Cultural Data Project survey from 

2005 to 2009. 
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Organizational Categories 

 

 Based on the theoretical perspectives above, the existence of marketized inputs 

tends to be related to an organizationôs visibility as well as its ability to facilitate popular, 

publicized events. Consequently, it is expected that organizations with larger budgets are 

in a better position to attract marketized inputs as compared to small organizations. 

Therefore, this analysis will consider the impact that organizational size may have on 

growth in core earned income, ancillary earned income, foundation support, and 

corporate support between during the period of 2005 to 2009. Because nonprofit 

organizations tend to fall into a bi-modal distribution, they are divided into small and 

large categories based on the absolute value of the organizationsô total revenue in 2009. 

Consistent with categorizations established by the Greater Philadelphia Cultural Alliance, 

organizations with an annual revenue stream of over $300,000 are considered large. This 

categorical variable is used as a control by testing its effect on each of the four 

marketized revenue change variables.   

A second relevant organizational typology with respect to this analysis is the 

broad organizational categories within the nonprofit arts and culture sector. This analysis 

focuses on the two largest categories in the nonprofit arts and culture sector: 

museums/visual arts and performing arts institutions. Using the meta-categorizations of 

nonprofit arts and culture organizations established by the Greater Philadelphia Cultural 

Alliance, the present analysis focuses on the museums and visual arts organizations meta-

category as one classification and the performing arts meta-category as another 

classification. The literature suggests that different aspects of arts and culture will have 

varying degrees of connectedness to the region in which it is located (Scott 2004) 
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museums and visual arts organizations tend to maintain a stronger connection to the 

region as compared to performing arts institutions as the latter often produce so that the 

show may be reproduced in a very similar way in other venues across the country. 

Therefore, museums and visual arts organizations maintain an advantage when seeking 

marketized revenues that focus on emphasizing and enhancing the regional 

distinctiveness of a specific, ólocal,ô area.       

Operationalization 

Independent and Dependent Variables
4
 

 The primary dependent variables considered in this analysis are related to 

constituency growth or decline. Specifically, the present study analyzes two types of 

organizational constituencies. They are paid attendance and membership. See Figure 3.1 

and Figure 3.2 for conceptual maps outlining the hypothesized relationships between 

these variables for the paid attendance and membership outcomes. Attendance alone 

involves less commitment and is more frequently addressed in the literature. In the 

present analysis it is operationalized as organizationsô reported per annum paid 

attendance according to the Pennsylvania Cultural Data Project survey. Membership, on 

the other hand, represents stronger commitment to organizations and is often thought to 

insure their long-term sustainability. Membership levels are operationalized using 

organizationsô reported per annum total membership according the Pennsylvania Cultural 

                                                           
4
 The attendance growth variable along with the revenue and expenditure change variables derived from the 

Cultural Data Project survey have frequency distributions with very long tails on the upper and lower ends 

of the distribution since the largest organizations have total gains or losses that far outpace smaller 

organizations. To address this issue, all revenue and expenditure change variables, in addition to the 

attendance change variable, have undergone a square root transformation in which the absolute value of the 

reported quantity replaces the original value. The distributions of the transformed variables conform to a 

normal curve. 
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Data Project survey. For both attendance and membership, the change variable between 

2005 and 2009 is calculated by subtracting the 2005 figure from the 2009 figure for each 

organization.  

The primary independent variables in this analysis are broken into three 

categories. They are organizational revenues, organizational expenditures, and 

constituency composition. The marketization effect is operationalized through the use of 

four measurements collected from the Cultural Data Project survey. First, change in 

ancillary earned income dependency is operationalized as the inflation-adjusted 

difference in reported dollar support derived from ancillary activitiesïwhich includes any 

revenue derived from non-core activities such as merchandise and concessions salesï

between 2005 and 2009. Second, change in core earned income dependency is 

operationalized as the inflation-adjusted difference in reported dollar support derived 

from core activitiesïincluding admissions, ticket sales, program enrollment, etc.ï 

between 2005 and 2009. Third, change in foundation contribution is operationalized as 

the inflation-adjusted difference in reported dollar support derived from foundations 

between 2005 and 2009. Fourth, the extent of corporate support is operationalized as the 

inflation-adjusted difference in reported dollar support derived from corporate 

sponsorship between 2005 and 2009.
5
  

There are five independent variables representing organizational expenditures. 

The first three variables fall under the general category of marketing expenditures. They 

are, first, the inflation-adjusted difference in reported expenditure on advertising between 

                                                           
5
 Organization revenues and support are itemized and reported on the PA Cultural Data Project Survey. 

Total revenue is divided into admissions, ticket sales, concessions, memberships, foundation contributions, 

corporate contributions etc.  
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2005 and 2009, second, the inflation-adjusted difference in reported expenditure on non-

advertising marketing between 2005 and 2009, and third, the inflation-adjusted difference 

in reported expenditure on fundraising salaries between 2005 and 2009. The fourth 

expenditure variable is the inflation-adjusted difference in reported expenditure on 

administrative salaries and professional development between 2005 and 2009. The fifth 

expenditure variable is the inflation-adjusted difference in reported expenditure on 

production and exhibition costs between 2005 and 2009.
6
  

The independent variables representing attendance composition include four 

demographic indicators, a variable measuring single-site attendance, and a variable 

measuring attendance levels from outside the region. Each of these variables utilizes the 

co-op data set, which provides actual addresses for households represented on the 

attendee lists for each organization. The co-op list, provided through the Greater 

Philadelphia Cultural Alliance, provides a listing of all households are listed as patrons 

one of the 146 co-op member organizations. It lists the household address as well as the 

specific organizational affiliation. Using ArcMap Version 10, the approximately 1.5 

million unique households across the country who participated in regional arts and 

culture events or organizations were geocoded. This is a process where street addresses 

are transformed into latitude and longitude coordinates. These point locations were then 

merged with a map of all the census tracts in Pennsylvania, New Jersey, Delaware, and 

Maryland in order to determine the specific tract location of the arts and culture 

participating households. At this point the data was aggregated to the organizational and 

                                                           
6
 The PA Cultural Data Project survey of nonprofit arts and culture institutions asks organizations to 

itemize their expenses by a number of different categories including marketing and advertising, 

administrative salaries, public relations and professional development, and production and exhibition costs.  
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tract level revealing the percentage of patron household for each organization that fall 

into the various tracts across the four states. Separate analyses were run for the 2006 list 

(reflecting 2004-2005 attendance bases) and the 2011 list (reflecting 2009-2010 

attendance bases).   

Demographic diversity for organizations is operationalized through four distinct 

measurements pertaining to race, age, education, and income. These demographic 

variables are determined based on the fact that arts and cultural participants tend to be 

older, white, middle and upper income individuals with higher levels of education 

relative to surrounding population (DiMaggio and Useem; 1978a; Kim, Cheng & 

OôLeary 2007). In the present study, while the data do not reveal the individual 

characteristics of the population, they do show the spatial distribution of attendees. 

Therefore, through a spatial analysis of arts and culture attendance as well as a census 

tract level analysis of demographic characteristics using the 2006 to 2009 five-year 

estimates from the U.S. Census Bureauôs American Community Survey, the present study 

is able to relate the spatial profile of each arts and culture organization to the 

demographic profile of the region. Since the studyôs focus is arts and culture 

organizations within the Philadelphia Metropolitan Statistical Area, the baseline numbers 

for each demographic variable are the overall regional value. In the case of age and 

household income, the analysis compares the median value for each census tract in the 

four state area ï Pennsylvania, New Jersey, Delaware, and Maryland ï to the median age 

and household income for the region overall. Looking to the arts and culture household 

locations, the analysis uses the percentage of attendee households, for each organization, 

located in tracts where the median age and income is lower than the regional median. The 
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difference between the percentage from the 2011 list and the 2006 list reveals the 

underlying organizational demographic shifts (or lack thereof). In the case of education, 

the present analysis compares each tract in the four state area to the region overall on the 

percentage of individuals without a Bachelorôs degree. All tracts are divided into those 

above or below the overall regional percentage. The analysis utilizes the percentage of 

households, for each organization, located in tracts with fewer Bachelorôs degrees 

compared to the overall regional value. As with age and income, the difference in the 

education percentages between 2006 and 2011 reveals underlying demographic shifts (or 

lack thereof) for each organization. Finally, the present analysis compares each tract in 

the four state area to the region overall on the percentage of nonwhite individuals. All 

tracts are divided into those above or below the regional percentage. The analysis uses 

the percentage of households, for each organization, located in tracts with higher 

percentages of non-whites compared to the overall regional value. The difference in the 

percentage of nonwhites between 2006 and 2011 reveals underlying demographic shifts 

(or lack thereof) for each organization. The spatial analysis, by focusing on demographic 

trends, reveals whether each organization is increasing or decreasing its reach into census 

tracts where greater numbers of individuals who are not typical arts and culture attendees 

are located.      

In addition to the demographic variables, the other two attendance composition 

variables are change in the percentage of single-site attendance and change in the 

percentage of attendees from outside the region. Single-site attendance reflects the 

cultural ñunivoreò as discussed in Richard Petersonôs work (Peterson 1992). When an 

organization is drawing in new members outside the typical arts and culture crowd, it is 
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expected that this will be reflected in higher rates of single-site attendees. In the present 

analysis this is measured as any household appearing on the list of only one regional 

organization. This is calculated in the present analysis by determining, for each 

organization, which affiliated households do not appear on any other organizationôs 

affiliated household. This is calculated for both the 2006 and 2011 lists and then 

difference between the two time points is calculated for each organization. Finally, the 

percentage of attendees from outside the region is calculated be determining the list of all 

tracts that are within the nine county Pennsylvania and New Jersey area and calculating 

the percentage of attendee households that are found outside of those tracts. The 

percentage of attendees from outside the region is calculated for both the 2006 and 2011 

attendance lists for each organization. The difference between the two percentages is then 

calculated to determine whether or not organizations are increasing or decreasing their 

reach beyond the region.  

 Since the nonprofit arts and culture sector is not a monolithic entity, there are two 

relevant organizational categorizations that are operationalized for this analysis and used 

as exogenous variables in the path analysis. The first categorization, as discussed above, 

is organizational size based on total revenue. If the absolute value of an organizationôs 

revenue for 2009 is greater than 300,000 dollars, it is categorized as a large organization. 

This is essentially the median value for regional organizations and the cut point is 

consistent with categories set up by the Greater Philadelphia Cultural Alliance. As 

discussed above, it is expected that larger organizations may be more likely to draw 

higher levels of support from marketized sources. Therefore, it is positioned as an 
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exogenous variable in the path models where its effect on each of the marketized revenue 

inputs is taken into account. 

The second categorization, also discussed above is organization type. Using the 

meta-categories established by the Greater Philadelphia Cultural Alliance, organizations 

in the present analysis are divided into performing arts organizations and museums/visual 

arts organizations with the postulation that museums/visual arts organizations may be 

more likely to draw support from marketized revenue sources. As with organizational 

size, this variable is positioned as an exogenous variable in the path models where its 

effect on each of the marketized revenue inputs is taken into account.  

Analysis 

 The present analysis utilizes data from the above sources to establish the 

quantitative variables reflecting the concepts discussed above. Through correlation 

analysis, ordinary least squares regression, and structural equation modeling, each of the 

above hypotheses are tested. Instead of using a sample of organizations, the analysis 

utilizes data from the entire population of nonprofit arts and culture organizations for 

which information is available. As such, tests of significance are used to determine 

whether or not the current model estimate results for the given time period can be 

generalized beyond this one snap shot. In other words, significance determines whether 

the dynamics found in this snapshot of the sector represent a one-time occurrence or are 

likely to represent a trend that can be generalized beyond this time interval. The analysis 

applies a conservative two-tailed significance test throughout with an alpha level of .05, 

meaning that if an estimate reaches the prescribed level of significance, there is only a 
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five percent chance that the result reflects random variation rather than an actual 

relationship between the variables.     

 Guided by the hypotheses enumerated above, the results for the present analysis 

are broken down over the following three chapters. Chapter Four utilizes correlation 

analysis and ordinary least squares regression analysis to identify the initial relationships 

between the four marketized revenue change variables and both change in membership as 

well as change in paid attendance levels, with controls for organizational size and 

organizational category.  

 Chapter Five utilizes structural equation or path modeling consistent with the 

conceptual models outlined above with the exception of the attendance profile variables. 

The path models used for the Chapter Five analysis focus on revenues, expenditures, and 

organizational paid attendance and membership levels. This chapter is excludes the four 

attendance demographic variables as well as the variables reflecting single-site 

attendance and attendance from outside the region. By doing this, the attendance and 

member path models can be compared on an equal footing since in this iteration they 

both contain the same variables with similar relationships between variables expected. 

The one major exception is that the marketing, advertising, fundraising, and 

administrative expenditure variables are expected to have a positive impact on paid 

attendance and a negative impact on membership levels.  

 Finally, Chapter Six explores the attendance model expanded to include the 

attendance composition change variables. The four demographic change variables in 

addition to the variables reflecting single site attendance and attendance from outside the 

region are included in this model. The primary purpose of this chapter is to establish 
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whether or not marketized revenues and their effect on organizational expenditures 

broaden the overall attendance profile in addition to expanding the overall attendance 

numbers.  
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CHAPTER 4:  

RESULTSðMARKETIZED REVENUES AND ORGANIZATIONAL 

CONSTITUENCIES 

 

Introduction  

 

 While it is not difficult to find general agreement within the literature from 

several fields that the nonprofit sector in general, and the nonprofit arts and culture sector 

in particular, have for some time been moving toward a market-based model, there is a 

wide array of opinions about the fallout of such a trend (DiMaggio 2000; Dimaggio 

1986a; Froelich 1999; Shockley 2002; Weisbrod 1998). It is the goal of this chapter to 

uncover the first layer of the organizational dynamics involved to shed light on the 

impacts of this shift.   

 As discussed earlier, the nonprofit arts and culture sector is generally defined 

broadly enough to include arts education institutions as well as policy advocates, film 

studios, publishers, etc. However, for simplicity, and in consistency with much of the 

literature on this topic, the present analysis limits its scope to performing arts institutions 

and museums/visual arts institutions. As discussed in Chapter Two, the classification into 

performing arts and museums/visual arts organization also is consistent with the meta-

categorizations established by the Greater Philadelphia Cultural Alliance.  

This chapter focuses on the primary independent and dependent variables with 

which this dissertation is concerned. Specifically, it focuses on trends in marketized 

revenue sources and constituency levels for the nonprofit arts and culture sector using as 

a basis for the analysis the Pennsylvania portion of the Philadelphia Metropolitan Area, 

and the associations between marketized  revenue sources (i.e., foundation, earned 

income, and corporate support) and organizational constituency levels (i.e., annual paid 
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attendance and annual numbers of members
7
). The chapter  begins with an overview of 

revenue and constituency levels over the period from 2005 to 2009,  addressing the two 

questions that are at the center of this analysis: first, are increased levels of marketized 

revenues associated with increased or decreased overall paid attendance at organizations 

over a period of five years; and second, are increased levels of marketized revenues 

associated with increased or decreased overall membership at organizations over a four or 

five year period? After examining the answers to these questions here, Chapters Five and 

Six will use structural equation models to elaborate on the complexities and intervening 

mechanisms at play in the overall relationships between revenues and constituency levels. 

While previous studies have focused on the effect of various revenue sources on 

levels of paid attendance and membership, the results are somewhat varied and 

inconclusive (Gainer & Padanyi 2002; Herman & Rendina 2001; Hughes & Luksetich 

2004; Segal & Weisbrod 1998; Toepler 2001). Interpretation of the data depends in part 

upon the theoretical perspective of the researchers. Those taking the resource dependency 

theory, institutional theory, and the urbanized local growth agenda perspectives find a 

positive relationship between increases in marketization and organizational growth, 

usually operationalized as growth in attendance levels. The basic premise is that, in a 

marketized model, attendance and infrastructure growth may not be the only goals, but 

they are far and away the most important ones. Revenue gains of any sort, but 

particularly those connected to the market, both encourage and demand continued growth 

in the attendance levels, organizational visibility and organizational profile (Heilbrun & 

                                                           
7 Membership is operationalized herein as the combination of members and subscribers for each 

organization. 
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Gray 2001; Logan and Molotch 1987; Scott 2004). This is certainly thought to be true of 

earned income revenue in that, when pursuing increasingly relying on earned income, an 

organization necessarily pushes to expand its reach, influence, and visibility. Therefore, 

increased dependence on earned income is likely to lead to expansionary efforts 

(DiMaggio 1986c; Gainer & Padanyi 2002). This notion carries through to corporate 

sponsorship and foundation support as well. These supporters generally carry 

expectations about increasing visibility and exposure (Cobb 2002; Useem & Kutner 

1986). Additionally, support from such entities is often accompanied by demands 

regarding deliverable benchmarks and outcomes related to growth, as well as tangible 

moves toward self-sustainability (Alexander 1996; Froelich 1999). 

On the other hand, other studies suggest that the association between marketized 

revenue and organizational growth is complicated by the fact that there are different 

kinds of growth and it is quite possible for organizations to gain in one area while losing 

or stagnating in another. The crowding-out hypothesis posits that increases in revenues 

from one domain such as the government or the marketplace have the potential to 

displace gains in other revenue sources. The specific application addressed in this 

analysis is when gains in marketized revenues lead to a series of organizational actions 

that ultimately result in either the alienation of the existing loyal supportersðnamely 

members and subscribersðand/or the failure to convert new casual attendees into loyal 

supporters (Herman & Rendina 2001; Segal & Weisbrod 1998).  

The current research hypothesizes that both the growth perspectives and the 

crowding-out perspectives play out simultaneously. That is to say, even while marketized 

revenue is driving growth in influences, prominence, and visibility on the one hand, 
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leading to increases in overall paid attendance, it is simultaneously shifting their 

orientation, presentation, and focus in such a way as to hinder member/subscriber growth. 

If both of these perspectives operate in the nonprofit arts and culture sector, one may 

expect to find divergent outcomes when examining the relationship between shifts in 

marketized revenues and shifts in paid attendance versus membership.    

 The results presented in this chapter are divided into three sections. The first 

section displays the five year trendsð2005 to 2009ðin the revenues, attendance, and 

membership for Philadelphia regionôs nonprofit arts and culture for those organizations 

that have been active and have responded to the PA Cultural Data Project survey each 

year between 2005 and 2009. There are 140 organizations for which data is available for 

all five years on revenues and attendance. The number is lower for the membership dataï

93 organizationsïsince some organizations do not maintain member lists. Despite the 

elimination of organizations that have not spanned all five years, the organizations 

included in the 2005 to 2009 trend analysis account for 81 percent of the overall revenue 

reported by performing arts and museums/visual arts organizations. The second section of 

this chapter discusses the bivariate relationships between inflation-adjusted changes in 

each of the marketized revenue sources and changes in paid attendance and membership 

levels. For the crosstabular analysis, each inflation-adjusted revenue variable as well as 

the constituency variables are dichotomized by whether or not there was loss or gain over 

the period of 2005 to 2009. The tables set up the analysis to determine whether loss or in 

each of the four revenue areas is a good predictor of loss or gain in paid attendance or 

membership. While this gives a clear initial picture that attendance growth is outpacing 

membership growth overall and marketized revenues boost attendance growth more than 
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membership growth, it is necessary to delve deeper into the potential relationships. This 

is accomplished by correlating the inflation adjusted magnitude of the increase or 

decrease in each of the four types of marketized revenue (i.e., auxiliary earned income, 

non-auxiliary earned income, foundation support, and corporate support) over the time 

span of 2005/2006 to 2009 to the magnitude of increase or decrease in paid attendance 

and membership over 2005/2006 to 2009. The bivariate correlations assume that causality 

is likely to go both directions. For instance, if an organization has an increase in revenue 

from marketized sources, a push for greater and broader attendance is likely to result. 

Likewise a push for greater and broader attendance is likely to lead to an increase in 

marketized sources.  

Since the primary independent variables in this analysis are the revenues, and 

since they are theorized to have a causal impact on constituencies, it is also important to 

consider the possible time lag between causes and effects. Therefore, a cross-lagged 

analysis of the associations was carried out. Using the intervals of 2005 to 2009, 2006 to 

2009, 2005 to 2008, and 2006 to 2008, the cross-lagged model tested the association of 

each inflation adjusted marketized revenue variable ï i.e., auxiliary earned income, non-

auxiliary earned income, foundation support, and corporate support ï for each interval 

with both membership and paid attendance for each interval. The results showed 

significant associations between several variables when correlating 2005 to 2009 revenue 

change variables with 2006 to 2009 constituency change variables. The results showed 

the greatest number of significant associations between variables when correlating 2005 

to 2009 revenue change variables with 2005 to 2009 constituency change variables. It is 

not surprising that the associations from the cross-lagged analysis are strongest in the 



82 

model where there is no lag since funding cycles for foundations and corporations are 

often year to year and the results of revenue shifts (especially major shifts) tend to have 

immediate effects on expenditures, which in turn have direct effects on constituency 

levels. For instance, if a foundation helps to fund a large exhibition at a major museum, 

the effects on organizational expenditures and constituency levels to which that funding 

is dedicated will tend to follow immediately.  

Based on the cross-lagged associations, Table 4.9 and Table 4.10 reflect the 

correlation between 2005-2009 change in marketized revenues and 2006 to 2009 change 

in constituency, and the correlation between 2005-2009 change in marketized revenues 

and 2005-2009 change in constituency, respectively.    

The third section of the chapter tests the results found in the correlation analysis 

with the added presence of control variables. This allows for the inclusion of a control 

variable for organization typeðwhether it is a performing arts organization or a 

museum/visual arts organization. It also allows for the inclusion of a control for 

organizational size based on its annual revenue.   

Five-Year Trends 

When looking at the trends in revenues and constituency levels for nonprofit arts 

and culture organizations over the period of 2005 to 2009, it is important to understand 

that  they reveal only a very small portion of a much larger trend toward increased 

marketized revenues (i.e., earned income revenue, foundation support, and corporate 

support). While viewing trends over a relatively short five-year span may come with 

certain disadvantages, this particular five year span also reveals the effects of the Great 

Recession. The effects of the Great Recession are essential when considering data from 
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2008 and 2009. During this period, endowments, donations, and revenues suffered across 

the board. The Great Recession served as a ñnatural experimentò of sorts to provide 

insight into the sectorôs reaction to far-reaching economic hard times. As illustrated in 

Figures 4.1 through 4.7, the effects of the recession are clearly seen in revenue trends. 

The bar graphs comprising Figures 4.1 through 4.7 present trends in marketized 

revenue sources (corporate support, earned income, and foundation support), individual 

level non-marketized revenue sources (member support and individual donorship), and 

constituency levels (paid attendance and members) from 2005 to 2009. Looking at 

Figures 4.1 through 4.3 collectively, two things become evident. First, there is a general 

increase in marketized revenue sources from 2005 to 2007. Second, the toll of the 

recession on each of these three sources is apparent in 2008 and 2009. The effect is 

noticeably delayed for foundations, which rely heavily on endowments. These trends are 

important first because they corroborate long term increase in marketized revenues in the 

first two years, and second, because they highlight the volatility of these particular 

sources of income during the current recession. 

The issue of revenue volatility is even more noteworthy when comparing 

marketized revenue trends to revenue from individual donors and members (see Figures 

4.4 and 4.5) as well as overall membership and attendance numbers (see Figures 4.6 and 

4.7). In this case we see general stability and upward trends with some notable increases 

in 2008 and 2009ðprecisely the same years in which marketized revenues flagged. What 

this suggests is that when the downturn in the market caused a reduction in marketized 

revenues, the members, subscribers, and individual donors to organizations helped to 

soften the blow by increasing their levels of support. Indeed the Greater Philadelphia 
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Cultural Alliance highlights this fact in their annual Portfolio Report as a testament to the 

commitment and loyalty of arts and culture patrons in a time of economic distress 

(Greater Philadelphia Cultural Alliance, 2011). Individualsô increasing commitment to 

the arts and culture sector over the last several years is also reflected in growing 

membership levels (see Figure 4.7). It should also be noted that membership levels 

actually tailed off somewhat in 2009 after a surge in 2008, suggesting the possibility of a 

delayed membership reduction following a surge of support in the midst of a recession.  

The five year trends set up an interesting context for the general question of how 

shifts in revenue sources affect organizationsô paid attendance and membership levels. 

While there may be a general trend toward marketized revenues in the arts and culture 

sector, the loyal donors, members, and subscribers appear to be picking up the slack in 

times of economic turmoil. This is a testament to the strengthðboth for the sector and the 

individual organizationsðthat comes from having a diverse set of revenue sources 

(DiMaggio 1986a). On the other hand, if the crowding-out hypothesis is correct, it may 

be a warning sign for arts and culture organizations. That is to say, if an increase in 

marketized revenue sources ñcrowds outò the support of loyal members and subscribers, 

it may result in organizations that are increasingly vulnerable to economic recessions.      
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 Figure 4.1*  

 
Number of cases = 140 

 

Figure 4.2*            

 
Number of cases = 140 
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Figure 4.3*            

 
Number of cases = 140 

 

Figure 4.4*            

 
Number of cases = 140 
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Figure 4.5* 

 
Number of cases = 140 

 

 

Figure 4.6* 

 
Number of cases = 140 
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Figure 4.6* 

 
Number of cases = 91 
 

Revenue and Constituency LevelsðBivariate Results 

 The guiding question of this analysis is how marketized revenues affect 

constituency composition in arts and culture organizations. While much of the literature 

suggests that constituency expansion is the likely result of greater marketized revenues, 

the crowding-out theory suggests that increased marketized support may take its toll on 

long term, loyal member support.  

After looking at revenue and constituency trends over the period of 2005 to 2009, 

the present analysis now turns to examining the bivariate relationship between change in 

each of the four marketized revenue categoriesðancillary earned income, non-ancillary 

earned income, foundation support, and corporate supportðand change in constituency 

levelsðmembership and paid attendance levelsðover that same time period.  

 For the initial bivariate analysis, each of the four marketized revenue streams has 

been categorized into those with any amount of revenue gain versus no gain at all (which 
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includes breaking even or losing support). Likewise, membership has been categorized 

into gain or no gain. Through a simple crosstabulation analysis, we can see the 

relationship between revenue change and constituency change. Tables 4.1 through 4.8 

show the results of coupling each of the four martketized revenue categories (Foundation 

Support, Corporate Support, Non-Ancillary Earned Income, and Ancillary Earned 

Income) first with change in paid attendance over time and then with membership change 

over time.  

 What is true of each of the five of the eight relationships illustrated below is that a 

higher percentage of organizations experiencing revenue gains also experienced gains in 

their constituencies (by a differential of at least 10 percent), as compared to those who 

did not experience gains. One notable exception to this is Table 4.2 in which only 38.1 

percent of those organizations who gained foundation support over the period of 2005 to 

2009 gained membership during the same time period, as compared to 46.3 percent of 

those organizations who lost foundation support. The effect of foundation support on paid 

attendance shown in Table 4.1 is negligible and the effect of ancillary earned income 

shown in Table 4.7 is less than 10 percentage points.   

Turning to the differences in effects of marketized revenues on membership 

versus paid attendance, it is notable that gains in foundation support, corporate support 

and ancillary income each yield higher percentage gains in paid attendance as compared 

to membership. Gains in foundation support between 2005 and 2009 yielded gains in paid 

attendance for 59.9 percent of the organizations, while it yielded a gain in membership 

for only 38.1 percent of the organizations. Gains in corporate support between 2005 and 

2009 yielded gains in paid attendance for 68.3 percent of the organizations, while it 
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yielded gains in membership for 50.0 percent. Gains in ancillary earned income during 

the same time yielded gains in paid attendance for 63.6 percent of the organizations, and 

for membership, only 51.2 percent. Gains in non-ancillary earned income did not show a 

substantial differential; It showed gains in paid attendance for 59.9 percent of 

organizations and gains in membership for 57.1 percent.  

 

Table 4.1: Change in Paid Attendance by Change in Foundation Support, 2005 to 2009 

 

 

Foundation Support 

Paid Attendance No Gain Gain 

No Gain 42.1% 40.1% 

Gain 57.9% 59.9% 

Total Percent 100.0% 100.0% 

Total Count 76 71 

 

 

Table 4.2: Change in Membership by Change in Foundation Support, 2005 to 2009 

               

 Foundation Support 

Membership No Gain Gain 

No Gain 53.7% 61.9% 

Gain 46.3% 38.1% 

Total Percent 100.0% 100.0% 

Total Count 54 42 

 
 
 

Table 4.3: Change in Paid Attendance by Change in Corporate Support, 2005 to 2009 

 

 

Corporate Support 

Paid Attendance No Gain Gain 

No Gain 46.0% 31.7% 

Gain 54.0% 68.3% 

Total Percent 100.0% 100.0% 

Total Count 87 60 
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Table 4.4: Change in Membership by Change in Corporate Support, 2005 to 2009   

                   

 Corporate Support 

Membership No Gain Gain 

No Gain 62.5% 50.0% 

Gain 37.5% 50.0% 

Total Percent 100.0% 100.0% 

Total Count 56 40 

 

 

Table 4.5: Change in Paid Attendance by Change in Non-Ancillary Earned Income,  

                  2005 to 2009 

 

 

Non-Ancillary Earned Income 

Paid Attendance No Gain Gain 

No Gain 56.2% 40.1% 

Gain 43.8% 59.9% 

Total Percent 100.0% 100.0% 

Total Count 73 74 

 

Table 4.6: Change in Membership by Change in Non-Ancillary Earned Income,  

                  2005 to 2009 

 

 

Non-Ancillary Earned Income 

Membership No Gain Gain 

No Gain 72.3% 42.9% 

Gain 27.7% 57.1% 

Total Percent 100.0% 100.0% 

Total Count 47 49 

 

Table 4.7: Change in Paid Attendance by Change in Ancillary Earned Income,  

                  2005 to 2009 

 

 

Ancillary Earned Income 

Paid Attendance No Gain Gain 

No Gain 42.4% 36.4% 

Gain 57.6% 63.6% 

Total Percent 100.0% 100.0% 

Total Count 92 55 
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Table 4.8: Change in Membership by Change in Ancillary Earned Income,  

                  2005 to 2009 

 

 

Ancillary Earned Income 

Membership No Gain Gain 

No Gain 64.2% 48.8% 

Gain 35.8% 51.2% 

Total Percent 100.0% 100.0% 

Total Count 53 43 

 

These results suggest two things. One is that increased support from marketized 

revenues over the period of 2005 to 2009 generally paid off in attendance and 

membership increases during that period. Second, marketized revenues provide a stronger 

and more predictable boost to organizationsô paid attendance levels as compared to 

membership levels.    

 It is important to note that these tables, except in the case of foundation support, 

do not directly support the crowding-out hypothesis. The discrepancies between 

attendance gains versus membership gains could in large part be explained by paid 

attendance growth that is simply outpacing membership growth. In other words, it does 

not necessarily show that marketized revenues lead to decreases in membership, but 

rather that it leads relative stagnationïgreater increases in paid attendance as compared to 

membership. While this gives a general framework for the relationship between 

marketized revenues and constituency levels, a correlation analysis between each of the 

four revenue variables and paid attendance as well as membership using the precise 

dollar amounts and totals for each organization will provide a more sensitive measure of 

the relationships in question. 
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 The present analysis carries out two correlation models, both of which compare 

each of the four marketized variablesðchange in foundation support, change in corporate 

support, change in non-ancillary earned income, change in ancillary incomeðwith 

change in paid attendance and change in membership. Based on the results of the cross-

lagged analysis, discussed above, the correlation analysis looks at change variable 

associations for two time periods. The first model looks at the correlation for all change 

variables over the time period of 2005 to 2009. The second model builds in a one year 

time lag for the baseline where the independent variablesðrevenuesðare change 

variables over the time period from 2005 to 2009, and the dependent variablesð

constituency levelsðare change variables over the time period of 2006 to 2009.  

 Carrying out a correlation and regression analysis requires the use of continuous 

variables whose data are not skewed on the upper or lower end. This raises an issue with 

the present set of data since a relatively small set of very large organizations create 

extreme tails on either side of the gains or losses distribution for the revenue and paid 

attendance variables. To satisfy the requirement of normal distributed data, each of the 

four revenue variables included in the analysis was run through a square root 

transformation. The resulting distribution curbed the effect of the extremely large 

organizations. These data were also inflation adjusted to provide a comparable value over 

the five-year time period.    

  With respect to the first modelðall variables reflect change from 2005 to 2009ð

the correlation coefficients for performing arts institutions and museums/visual arts 

institutions reveal very interesting findings regarding the relationship between the 

primary independent variables and primary dependent variables included in this analysis. 
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The correlation coefficient values for the relationships between change in paid attendance 

and change in revenues was significantly positive for each of the four marketized revenue 

variables at alpha level = .05 (see Table 4.9). 

 

Table 4.9: Pearson's Correlation between Change in Constituency Levels by Change in  

                  Marketized Revenue Sources, 2005 to 2009
8
 

 

  

Change in 

Foundation 

Support 

Change in 

Corporate 

Support 

Change in 

Non-Ancillary 

Earned Income 

Change in 

Ancillary 

Earned 

Income 

Change in 

Paid 

Attendance 

Pearson 

Correlation  0.320*  0.370*  0.670*  0.444* 

Sig. (two-tailed) 0.000 0.000 0.000 0.000 

Number of Cases 128 128 128 128 

Change in 

Membership 

Pearson 

Correlation -0.353* -0.244* -0.317* -0.391* 

Sig. (two-tailed) 0.000 0.017 0.002 0.000 

Number of Cases 95 95 95 95 

 Note: Revenue variables are square root transformations of raw inflation adjusted values. 

*Value is significant at alpha=.05 

   

 

The positive correlation between the revenue and paid attendance variables is 

particularly interesting when considered in the context of the resulting correlation 

coefficients in the comparison of change in membership and change in each of the four 

marketized revenue change variables. In this case, each of the revenue variables is 

negatively correlated with membership growth, and each value is significant at alpha 

level = .05. These results suggest that while paid attendance levels appear to rise and fall 

                                                           
8
 The attendance growth variable along with the revenue and expenditure change variables derived from the 

Cultural Data Project survey have frequency distributions with very long tails on the upper and lower ends 

of the distribution since the largest organizations have total gains or losses that far outpace smaller 

organizations. To address this issue, all revenue and expenditure change variables, in addition to the 

attendance change variable, have undergone a square root transformation in which the absolute value of the 

reported quantity replaces the original value. The distributions of the transformed variables conform to a 

normal curve. 
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along with marketized revenues, membership seems to do the opposite. In other words, as 

marketized revenues increase, memberships are decreasing.  

Looking to the second correlation model, the goal is to determine whether or not 

the original observed correlations hold true after applying a one-year lag to the baseline 

of the constituency variables. The cross-lagged analysis, discussed above, revealed 

significant associations between marketized revenue changes over the period of 2005 to 

2009 and constituency changes (paid attendance and membership) over the period of 

2006 to 2009. To explore these associations in more detail, a correlational analysis is 

presented in Table 4.10. In this case, there is a statistically significant negative effect of 

change in foundation support, change in non-ancillary earned income, and change in 

ancillary earned income, on change in membership over the period of 2006 to 2009. The 

effect of corporate support is not significant at alpha level = .05. There is also a 

statistically significant positive effect of corporate support and non-ancillary earned 

income on change in paid attendance. The effect of ancillary earned income and 

foundation support were not significant at alpha level = .05. While these models are 

largely consistent with the hypothesized effects, the consistency is not as strong as the 

correlation analysis in which all variables are measured across 2005 to 2009. One of the 

reasons for this may be that the paid attendance change variable looks at change over a 

shorter period of time, giving it less of an opportunity to trend positively.     
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Table 4.10: Pearson's Correlation between Change in Constituency Levels (2006 to 2009) by  

                    Change in Marketized Revenue Sources (2005 to 2009) 

  

Change in 

Foundation 

Support 

Change in 

Corporate 

Support 

Change in 

Non-Ancillary 

Earned 

Income 

Change in 

Ancillary 

Earned 

Income 

Change in 

Paid 

Attendance 

Pearson 

Correlation 0.058 0.322* 0.373* 0.137 

Sig. (two-tailed) 0.509 0.000 0.000 0.131 

Number of Cases 130 130 130 130 

Change in 

Membership 

Pearson 

Correlation -0.354* -0.134 -0.566* -0.267* 

Sig. (two-tailed) 0.009 0.198 0.000 0.009 

Number of Cases 94 94 94 94 

 Note: Revenue variables are square root transformations of raw inflation adjusted values. 

*Value is significant at alpha=.05 

 

The juxtaposition of the effects of marketized revenues on paid attendance versus 

membership tells a very interesting story. This shows that it could not simply be the case 

that marketized revenues are bad for the overall constituency levels in the nonprofit arts 

and culture sector. Instead, these revenues are somehow contributing to maintaining and 

even augmenting paid attendance levels while simultaneously contributing to a decline in 

membership levels. This leads to the question of the mechanisms by which these two 

variables are connected. In other words, even if the independent and dependent variables 

are correlated, we still do not know the mechanisms that connect them and the 

intervening processes that may explain this interesting association. The next two results 

chapters will use path analysis to address this question. 

Revenue and Constituency LevelsðMultivariate Results 

 In order to substantiate the correlations between the primary independent and 

dependent variables, it is necessary to analyze the observed associations in the presence 

of control variables and test for any interaction effects. There are a number of 

organizational level variables that may play a role in the relationship between changes in 
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revenues and changes in constituency levels. Therefore, the following tables reflect the 

results of ordinary least squares regression models that analyzes the findings from the 

bivariate models at the multivariate level. 

 There are three additional variables added to the analysis as statistical controls. 

Each of these variables could potentially have a general effect on the outcome of change 

in constituency levels or on the magnitude and/or significance of each of observed 

bivariate correlations between the four marketized revenue variables and the outcome 

variables. The first is the type of the organization. The universe of organizations in this 

analysis includes both performing arts institutions and museums/visual arts institutions. 

While both types of organizations are within the nonprofit arts and culture sector and 

have many similarities, they also have substantial differences. As such, it is important to 

include a dichotomous categorical variable in the OLS regression model to statistically 

account for the effect of organizational type. In the following regression tables, 

performing arts institutions are the constant, and museums/visual arts organizations are 

reflected in the table. The second control variable included in the regression analysis is 

organization size. Since there is substantial evidence that large organizations operate 

somewhat differently from small organizations, it is important to include a control for 

organization size. In this case, the analysis includes a dichotomous categorical variable 

for size based on a cutoff point at $300,000 annual revenue. The smaller organizations 

are the constant and the larger organizations are reflected in the table. Finally, the third 

variable included in the regression analysis in each table is the outcome variable from the 

other table. In other words, in the regression analysis where change in paid attendance is 

the dependent variable, change in membership is included as a control variable. Likewise, 



98 

when change in membership is the dependent variable, change in paid attendance is 

included as a control variable. This is an important control in that, if the effects of the 

shifts in revenue can be explained by another change in constituency variable, there may 

be a more complex set of relationships at work than is postulated in the current models. It 

is also necessary to carry out a regression analysis for both correlation models presented 

above. In other words, regression analysis will examine the model where all variables 

measure the change between 2005 and 2009 as well as the model where there is a one 

year lag in the baseline of the constituency revenue variables. Finally, the analysis tests 

for interaction effects to determine if the combination of any two marketized revenue 

variables have a significant impact on the attendance or membership levels, but none 

were found. 

The following tables reflect five models. The first one (Table 4.11) shows the 

relationship between change in marketized revenue variables from 2005 to 2009, as well 

as the control variables, and change in paid attendance levels from 2005 to 2009. The 

second table (Table 4.12) shows the relationship between the same set of independent 

variables and change in membership levels from 2005 to 2009. The third and fourth 

tables (Table 4.13 and 4.14) show the same set of relationships except for the inclusion of 

a one year lag on the baseline calculation of the paid attendance and membership 

variables (2006 to 2009) relative to the revenue change variables (2005 to 2009).  

 With respect to shifts in paid attendance from 2005 to 2009, Table 4.11 reveals a 

positive impact of change in auxiliary earned income, non-auxiliary earned income and 

foundation support, in the presence of controls, at alpha level = .05. Shift in corporate 

support did not have a significant impact on shifts in paid attendance. The type of 
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organization and size of the organization did not have a significant impact on the 

outcome of shift in paid attendance. The third control variable, shift in membership, as 

expected, had a strong positive relationship with shift in paid attendanceðstandardized 

coefficient = .313, p-value = .000. This is an important result since this statistical control 

shows that the relationship is not as simple as attendance expansion equals membership 

reduction. Clearly, the different reactions to revenue shifts have more complex 

relationships at their root. This model reflects an adjusted r-squared value of .642, 

indicating 64.2 percent of the variation in shifts in paid attendance can be explained by 

the combination of the independent variables.     

 

      Table 4.11: Regression of Change in Paid Attendance Levels on Revenue and Control 

                            Variables, 2005 to 2009 

Variable 
Standardized  

Coefficient  

 

Unstandardized 

Coefficient  P-value 

Change in Earned Income (Ancillary) (09-05)  .326  34.7  .000*  

Change in Earned Income (Less Anc.) (09-05)  .664  10.5  .000*  

Change in Foundation Support (09-05)  .215  7.6  .006*  

Change in Corporate Support (09-05)  .011  1.1  .901  

Change in Membership (09-05)  .313  4.6  .000*  

Organization Type (Museum/Visual Arts)  .085  4276.8  .228 

Organization Size (Over $300k annual revenue)  -.040  -2116.1  .563 

    

Adjusted R-Squared  .642     

Number of Cases 84     

*Value is Significant at alpha = .05.    
 

Table 4.12 follows the same format as Table 4.11 except that the dependent 

variable in this case is shift in membership, and shift in paid attendance is included as a 
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control variable. Consistent with the bivariate results discussed above, this table shows a 

very different outcome than Table 4.11. With the exception of corporate support, all of the 

marketized revenues had a significant negative impact on membership at alpha level = 

.05. As was the case with the regression analysis shown in Table 4.11, neither 

organization size nor organization type was significantly related to shift in membership. 

On the other hand, results show shifts in paid attendance to be strongly and significantly 

positively related to shifts in membership. This again confirms that even though paid 

attendance and membership are correlated in opposite directions with three of the four 

marketized revenue variables, they are, as expected, positively correlated with one 

another. The adjusted r-squared value from this model is .333 indicating that 33.3 percent 

of the variation in paid attendance shift can be explained by the variation in the 

combination of the independent variables.    

Table 4.12: Regression of Change in Membership Levels on Revenue and Control Variables, 

                      2005 to 2009 

Variable 
Standardized  

Coefficient  

 

Unstandardized 

Coefficient  P-value 

Change in Earned Income (Ancillary) (09-05)  -.436  -3.18  .000*  

Change in Earned Income (Less Anc.) (09-05)  -.558   -0.61 .000*  

Change in Foundation Support (09-05)  -.293  -0.72  .006*  

Change in Corporate Support (09-05)  .042  0.29  .720  

Change in Paid Attendance (09-05)  .583  0.04  .000*  

Organization Type (Museum/Visual Arts)  -.011  332.51  .912 

Organization Size (Over $300k annual revenue)  .101  341.07  .919 

    

Adjusted R-Squared  .333     

Number of Cases 84     

*Value is Significant at alpha = .05.    
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The results from Tables 4.11 and 4.12 make a strong case for a positive relationship 

between shifts in marketized revenues and shift in paid attendance, except in the case of 

corporate support which appears to be unrelated.  On the other hand, the results make a 

strong case for a negative relationship between marketized revenues and shift in 

membership, except in the case of corporate support which appears to be unrelated.  

Tables 4.13 and 4.14 examine the same sets of independent variables as Tables 

4.11 and 4.12. The difference is that the dependent variables, attendance and membership 

shifts, have a one-year lag built into the in the baseline. In other words, these variables 

are operationalized as change in revenue between the periods of 2006 to 2009, whereas 

marketized revenue changes are measure across the period of 2006 to 2009.    

Table 4.13: Regression of Change in Paid Attendance Levels (06 to 09) on Revenue and 

                          Control Variables, (05 to 09) 

Variable 
Standardized  

Coefficient  

 

Unstandardized 

Coefficient  P-value 

Change in Earned Income (Ancillary) (09-05)  .288  23.43  .001*  

Change in Earned Income (Less Anc.) (09-05)  .377   4.90 .000*  

Change in Foundation Support (09-05)  .189  4.78 .024*  

Change in Corporate Support (09-05)  .168 11.23 .070  

Change in Membership (09-05)  .457 4.90 .000*  

Organization Type (Museum/Visual Arts)  .157  4827.47  .060 

Organization Size (Over $300k annual revenue)  -.012  -375.19 .886 

    

Adjusted R-Squared  .534     

Number of Cases 84    

*Value is Significant at alpha = .05.    
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Interestingly, Table 4.13, which shows the regression of shift in paid attendance on shifts 

in marketized revenues and the control variables, finds the marketized revenues, with the 

exception of change in corporate support to be significantly positively related to shifts in 

paid attendance. The overall model is very similar to that shown in Table 4.11 and 

explains a 53.4 percent of the variation in change in paid attendance between 2006 and 

2009. As with Table 4.11, Table 4.13 also shows a significant positive effect of change in 

membership on change in paid attendance. Organization type and size were not 

significantly related change in paid attendance according to the model. 

Table 4.14: Regression of Change in Membership Levels (06 to 09) on Revenue and 

                              Control Variables, (05 to 09) 

Variable 
Standardized  

Coefficient  

 

Unstandardized 

Coefficient  P-value 

Change in Earned Income (Ancillary) (09-05)  -.194  -1.846  .059  

Change in Earned Income (Less Anc.) (09-05)  -.667   -.908 .000*  

Change in Foundation Support (09-05)  -.262 -.807 .005*  

Change in Corporate Support (09-05)  .332  2.848 .003*  

Change in Paid Attendance (09-05)  .122 0.02 .236  

Organization Type (Museum/Visual Arts)  .009  -38.58  .913 

Organization Size (Over $300k annual revenue)  -.047  -211.25 .583 

    

Adjusted R-Squared  .392     

Number of Cases 93    

*Value is Significant at alpha = .05.    
 

 Turning to the model represented in Table 4.14, these results reflect the 

relationship between the independent variables and the shift in membership during the 

time period of 2006 and 2009. These results show significant negative effects of change 
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in non-ancillary earned income and foundation support on shifts in membership. Change 

in ancillary earned income did not have a significant effect and the effect of change in 

corporate spending was positive which is opposite from the expected direction. While the 

positive association between corporate spending and membership is perplexing, the lack 

of a significant relationship for ancillary earned income and the negative effect for non-

ancillary income and foundation support is consistent with the hypothesis that these 

revenues will lead to membership reduction or stagnation. As with the previous models 

this provides a particularly stark contrast when considered alongside the significant 

positive correlations between change in paid attendance and change in core earned 

income, change in ancillary earned income, and change in foundation support illustrated 

in Table 4.13. Change in paid attendance did not have a positive effect in this model and, 

consistent with the results from the other three models, organization size and type were 

not significantly related to the outcome. The adjusted r-squared is .392 indicating that the 

combination of variables for this model explain 39.2 percent of the variation in change in 

membership levels.  

Summary 

 The results presented in this chapter analyze the general trends between 2005 and 

2009 as well as the relationship between the primary independent variables in the 

analysisðmarketized revenue shiftsðand the primary dependent variablesðpaid 

attendance and membership shifts. These effects are examined at both the bivariate and 

multivariate levels. The trends show that marketized revenues did not hold up as well in 

the face of the recession as compared to revenue from committed individuals in the form 

of donations, subscriptions and membership fees. Since this analysis examines the effect 
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of increases in marketized revenues, and subsequent effects on organizationsô 

constituencies, it is an important finding that these revenues may be more vulnerable in 

times of recession as compared to other revenue sources. It is particularly intriguing since 

marketized revenues potentially lead to the erosion of more committed support. If this is 

the case, then greater dependence on marketized revenues may lead to greater uncertainty 

for the future of those organizations. In addition, while overall paid attendance was 

shown to rise through 2009, overall membership levels, on the rise from 2005 to 2008, 

flagged a bit in 2009. While the difference is not dramatic, this provides some evidence 

that new models in nonprofit arts and culture organizations may be increasingly focused 

on expanding paid attendance and less focused on augmenting more committed groups 

such as members. 

 Looking to the relationships between the primary independent and dependent 

variables, the results suggest a very different relationship between marketized revenue 

shifts and paid attendance shifts as compared to membership shifts. In the case of models 

using the 2005 to 2009 time period for all change variables, the results supported the 

crowding-out hypothesis except in the case of corporate support. To be more specific, the 

fact that increases in marketized revenues lead to increases in one type of constituency 

and decreases in another supports the notion that an influx in these revenues augments 

attendance levels, while stagnating or alienating members. Conversely, decreases in 

marketized revenues may lead to supportersô recognition of organizationsô financial 

needs and lead to increases in membership support. While ancillary and non-ancillary 

earned income, as well as foundation support, followed the pattern expected by the 

crowding-out hypothesis, corporate support did not. It is unclear why corporate support 
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did not have a significant impact in any of the models, although it may be due to 

contributions from corporations tending to be at lower levels and more sporadic 

compared to the other marketized revenues. 

 When examining the current set of variables it is important to recognize that 

causality is complicated and it is possible that flows in multiple directions, to some 

extent, when examining relationship between shifts in marketized revenue and shifts in 

constituency levels. Specifically, there is reason to believe that increases or decreases in 

marketized revenues may have an effect on shifts in constituency levels, but there is also 

reason to believe that constituency levels will have an effect on shifts in marketized 

revenues. For instance, as paid attendance increases, one would expect that earned 

income from ticket sales and admissions will also increase. Therefore, to make the case 

for marketized revenues to be a causal factor in constituency shifts, as the crowding-out 

hypothesis does, a cross-lagged analysis of the change variables was done using different 

time interval combinations. The results showed that the 2005 to 2009 intervals for all 

variables yielded significant results and the time interval of 2005 to 2009 for marketized 

revenues and 2006 to 2009 for constituency shifts also yielded significant results. This 

lends credibility to the idea that marketized revenue shifts are the independent effects 

operation on constituency levels, the dependent effects. Upon the availability of 

constituency level data for 2010, a more complete time lag analysis can be carried out.  

The regression models presented in Tables 4.13 and 4.14 include a temporal lag in 

the baseline year for change in attendance and membership (2006 to 2009) as compared 

to marketized revenues (2005 to 2009). These models show results similar to the Tables 

4.11 and 4.12. As with the other regression models, changes in foundation support, 
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ancillary earned income, and non-ancillary earned income all had significant positive 

impacts on change in attendance. The effect of corporate support was not significant. 

Also consistent was the negative effect of foundation support and non-ancillary income 

on membership. The effect of ancillary earned narrowly missed the significance level of 

alpha = .05 and corporate support, unexpectedly, had a positive impact on change in 

membership from 2006 to 2009. Ultimately the models with the time lag and without the 

time lag, with the exception of corporate support, show the hypothesized divergent effect 

of marketized revenues on attendance compared to the effect on membership.  

 While these results are intriguing, and lend credence to the crowding-out 

hypothesis, they do not reveal any of the potential mechanisms by which the primary 

independent and dependent variables relate to one another. In other words, if shifts in 

marketized revenues have a relationship to shifts in paid attendance and membership, it is 

unlikely to be a case of direct causation. It is unlikely that many constituents are directly 

observing the revenue streams for organizations and making decisions about whether or 

not to attend or become members of an organization based on these balance sheets. 

Instead, it is much more likely that the act of gaining and retaining marketized revenue is 

associated with specific organizational actions that, in-turn, affect constituent behavior. 

Specifically, organizational expenditures tend to reveal the orientation of an organization 

to its constituents and potential constituents. The following two chapters consider the 

relationships between marketized revenues and the balance of expenditures, and how 

these relationships may account for shifts in constituency levels. 
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CHAPTER 5: 

RESULTSðREVENUES, EXPENDITURES AND CONSTITUENCY GROWTH 

OR DECLINE  

 

Introduction  

 

 When looking at the association between shifts in marketized revenuesïincluding 

foundation support, ancillary and non-ancillary earned income, and corporate supportï

and shifts in constituency levelsïattendance size and membership sizeïa clear pattern 

emerges. Chapter Four provides empirical evidence that shifts in marketized revenues 

over time tend toward positive associations with attendance and negative associations in 

membership. The empirical support for this tendency is particularly strong in the case of 

foundation support and earned income support, while somewhat less convincing in the 

case of corporate support. 

 While these associations are intriguing, they raise additional questions about the 

mechanisms whereby these variables are connected. The revenues shifts themselves are 

unlikely to lead directly to increases or decreases in either attendance or membership. 

Constituency shifts are more affected by what an organization does with its money rather 

than merely the source of that money. This raises the question of what intervening 

variables may help account for the shifts in constituency that is associated with revenue 

shifts. The current chapter looks specifically at a set of organizational expenditure 

variables and their associations with both revenue variables and constituency variables. 

This is followed by a path analysis that establishes the direct and indirect connections 

between revenues, expenditures, and constituency levels. The contention is that 

marketized revenue shifts have a direct effect on specific expenditures which have direct 

and indirect effects on constituency shifts.  
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 The literature on nonprofit organizations in general, and nonprofit arts and culture 

organizations in particular, discusses both the relationship between revenue and 

expenditure levels as well as the relationship between expenditure levels and 

constituency levels. Organizational expenditures, in a very tangible and temporal sense, 

serve as the intermediary between organizational revenues and constituency formation. 

Expenditures can be tied to revenues in a number of ways. Support received from 

foundations, corporation, and individual donors may be accompanied by specific or 

general restrictions and expectations. Arts and culture organizations, therefore, may be 

required or inclined to spend procured resources in a specific way. As is pointed out in 

the literature, foundations and corporations, in particular, have taken an increasingly 

active role in determining how resources are allocated and what are the required 

organizational results and outcomes (DiMaggio 2000). This can be a particularly 

persuasive influence when financial awards such as grants and sponsorships are renewed 

periodically upon review of organizational performance. In addition, organizational 

revenue procured through earned income makes its own argument for expenditure 

allotment. As organizations focus increasingly on earned income revenue sources, it 

stands to reason that they will increasingly allocate expenditures to feed earned income 

initiatives.  

 The connection between revenue streams and certain funder expectations is 

directly linked to organizationsô expenditure patterns. Specifically, marketized inputs 

often represent the fundersô voices when it comes to organizational priorities and 

expenditure patterns, and the primary priority is generally attendance growth (Heilbrun & 

Gray 2001). Organizational goals and missions tend to be oriented toward the longer term 
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growth as well as the non-fiscal idealistic objectives established internally as the core 

functionality of the organization. It is argued herein that reliance on earned income and 

external marketized revenue sources tend to focus the organization on the shorter term, 

more visible bottom line of attendance growth (Pfeffer 1981). Working to attract and 

solidify loyalty among members and subscribers, on the other hand, represents a longer 

term organizational investment and results are typically less evident in the immediate 

bottom line (Froelich 1999; Shockley 2009).  However, during a recession, it is 

increasingly important for organizations to meet their basic and immediate economic 

needs. This limits the agency of organizations as they attempt to balance their non-fiscal 

ideals and long-term viability with their immediate financial concerns (Kelly 1991). 

This logic culminates in the likelihood that gains in marketized revenues will be 

accompanied by demands that expenditures meet the bottom line goals for attendance 

size (Alexander 1996; Heilbrun & Gray 2001; Logan and Molotch 1987; Powell & 

DiMaggio 1991; Scott 2004). Therefore, the expected result in the attendance model is 

that marketized revenues positively influence certain expenditures that, in turn, positively 

influence attendance growth. On the other hand, the crowding-out hypothesis suggests 

that a focus on visibility, bottom lines, and attendance growth results in an increased 

marketized orientation, including increased marketized expenditures. The crowding-out 

Hypothesis implies that it is this market orientation and the increased funds from 

marketized sources that discourages member support. The argument is that member 

support will stagnate or decrease if there is a growing perception that the organization is 

getting sufficiently funded through other means and if an organizationôs market-

orientation is perceived as diluting its idealistic, educational, and philanthropic roles 
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(Fleishman 1999; Froelich 1999; Herman & Rendina 2001; Segal & Weisbrod 1998; 

Steinberg 1989). The present research hypothesizes that changes in expenditures that are 

typically associated with attendance growth effortsïi.e., marketing, advertising, 

fundraising and administrative salariesïnegatively impact membership numbers.  

As in the previous chapter, these results focus primarily on the organizational 

changes between the time period of 2005 and 2009, a time of tumult and rapid change for 

many organizations primarily due to the most serious economic recession since the Great 

Depression.  The trends presented roughly follow a linear pattern. Furthermore, as found 

previously, building lag times into the models did not yield stronger results. Therefore, 

the change data are expressed consistently across all variables as differences between 

2005 and 2009.  

The chapter is divided into three sections. The first section shows the five-year 

trends, from 2005 to 2009, for the average expenditure of performing arts and 

museums/visual arts organizations in the five-county area for each of the five expenditure 

variables used in this analysis. The second section provides a descriptive bivariate 

analysis of the correlational data. This section examines the relationships between each of 

the change in marketized revenue indicators (2005 to 2009) and each of the change in 

expenditure indicators (2005 to 2009). It also reports the relationship between each of the 

change in expenditure indicators (2005 to 2009) and change in paid attendance (2005 to 

2009) and change in membership (2005 to 2009). Finally, the third section draw the data 

together in path analytic models incorporating all three categories of variablesïrevenues, 

expenditures, and constituency levels. It also allows for statistical controls for the type of 
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organizationïmuseums/visual arts versus performing artsïas well as the size of the 

organization ï annual revenue of less than or greater than $300,000.  

The path analyses carried out in this chapter reflect the conceptual maps outlined 

in Chapter Three and partially reproduced belowïas Figure 5.6 and Figure 5.7. Each of 

the indicators in the path analyses refers back to a specific concept outlined in the 

conceptual model. Likewise, each of the hypothesized effects between variables is a 

reflection of the hypothesized effects outlined in Chapter Three and pictured in the 

conceptual maps.  

This chapter presents eight unique path analyses reflecting the two conceptual 

models, one of which primarily predicts change in paid attendance and one of which 

primarily predicts change in membership. There are four models referring back to each of 

the two conceptual maps because the analysis takes each of the four marketized revenue 

change indicators in turn. These models are run separately since all four of the indicators 

of marketized revenue represent distinct dimensions. Furthermore, incorporating the four 

primary independent variables into one model creates a significantly more complicated 

figure and set of results, and it is more difficult to discern the implications when they are 

together as opposed to when they are taken in turn. Despite the separation into four 

models for membership and four models for paid attendance, each model controls for the 

effect of the other three marketized variables on each of the expenditure variables.  

The path analyses presented in this chapter are constructed and analyzed using 

Amos version 20. The models utilize maximum likelihood estimation and the means and 

intercepts for any missing cases are estimated using maximum likelihood estimation to 

ómaximize the casewise likelihood of the observed dataô (Wothke and Arbuckle 1996, 3). 
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Each of the eight models contains sixteen variables including nine observed variables and 

seven error terms. In each case there are nine exogenous variables and seven endogenous 

variables.    

Five-Year Expenditure Trends 

 The five-year trends depicted below reflect inflation-adjusted average 

expenditures for nonprofit arts and culture sector organizations. As with the revenue and 

constituency variables discussed in Chapter Four, the results include only those 

organizations that have responded to the PA Cultural Data Project survey in each year 

from 2005 and 2009.  

The first three bar graphs reflect the five-year trends for three dimensions of 

marketing expenditure: advertising, non-advertising marketing, and fundraising salaries 

(see Figure 5.1 through Figure 5.3). In the case of these three expenditure variables, it is 

clear that there was a general inflation-adjusted expenditure increase between 2005 and 

2009. The trend across the five years reflects the broader trend of marketization within 

the nonprofit arts and culture sector over the last several decades. As nonprofit arts and 

culture organizations responded to increasing financial demands, revenue shortfalls, and 

foundation, corporate, and local government expectations regarding their central role in 

the local economy, tourism, and urban branding, advertising and marketing expenditures 

rose. Still, it is an interesting contrast that these expenditures increased even amidst the 

revenue shortfalls experienced beginning in 2008. One possible explanation for this is 

that many organizations hoped to stave off the need for financial retrenchment by 

strongly emphasizing reaching out to potential attendees, thereby hoping to sustain or 

even increase earned income while their endowments and foundation support eroded. 
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Indeed some arts and culture organizations seized upon the opportunity to present 

themselves as a lower cost recreational alternative as compared to international travel and 

island resorts (Heilbrun & Gray 2001). 

  The trends in mean administrative salary/professional development expenditure 

and mean production/exhibition expenditure are fairly stable across the years 2006 

through 2009 (see Figure 5.4 and Figure 5.5). The stability of these figures during this 

time is, in itself, an interesting story considering the economic downturn in 2008 and 

2009. As mentioned in the previous paragraph, endowments and marketized revenues 

declined sharply after the onset of the recession. Nonetheless, administrative, 

professional development, production and exhibition expenditures generally held steady. 

It may be that these figures dropped off in subsequent years as the recession deepened. 

Nonetheless, these organizations in general appear to have maintained and increased 

expenditures in several areas even while experiencing revenue shortfalls. Specifically, 

while experiencing shortfalls in foundation support and plunging endowments, it 

performing arts and visual arts organizations continued to invest in outreach to potential 

attendees and patrons through marketing initiatives. To the extent that there was any 

cutback, it is reflected in small reductions in salaries and wages in 2008.    
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Figure 5.1* 

 
Number of Cases = 140 

 

 

 

 

 

Figure 5.2* 

 
Number of Cases = 101 
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Figure 5.3* 

 
Number of Cases = 101 
 

 

 

 

Figure 5.4* 

 
Number of Cases = 140 
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Figure 5.5* 

 
Number of Cases = 73 

 

 

Revenue, Expenditures, and Constituency Growth and DeclineïBivariate Results 

 The guiding question of this analysis is how shifts in organizational revenues 

affect expenditures and, ultimately, levels and composition of constituencies. In the 

previous chapter, it was established that between the years 2005 and 2009 martketized 

revenue streams tended to be positively correlated with attendance levels and a negative 

or stagnating effect on membership levels. In the current chapter, the analysis tests 

whether these overall correlations can be accounted for shifts in organizational 

expenditures. The first step to understanding these relationships more clearly is to run a 

correlation analysis on the revenue and expenditure variables in the model. The 

correlations between revenues and expenditures reflect the allocation of different types of 

revenues. The second step in understanding these relationships is examining the 

correlation between expenditure and constituency level variables. According to the 
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hypotheses, the results should reflect positive correlations between revenue and 

expenditure variables as well as between expenditure and constituency level variables.   

 Table 5.1 shows the correlations between marketized revenue variablesïacross the 

topïand selected expenditure variablesïdown the side.  It was hypothesized that each of 

the selected expenditures would be positively correlated with each of the marketized 

revenues. Specifically, since marketized revenues are dedicated to attendance expansion, 

greater visibility, and greater legitimacy, change in advertising and marketing variables 

are expected to be positively correlated with change in marketized revenue variables. 

Furthermore, increases in administrative and professional development expenses are 

thought to be related to goals of visibility, legitimacy, and growth, which lead to the 

hypothesized positive correlation between marketized revenues and these expenditures. 

Finally, production and exhibition expenditure is thought to be related to strategies for 

growth and broad appeal. In the case of organizations seeking to put on blockbuster 

shows, for instance, extensive financial backing is often required to raise the appeal of the 

production or exhibition to the level of a major event (Heilbrun & Gray 2001; Massarsky 

& Beinhacker 2002). It is hypothesized that increases in marketized revenues also 

increase the incentive and ability to produce a larger event, and thus the production 

and/or exhibition expenditures. 
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Table 5.1: Pearson's Correlation between Change in Marketized Revenue Sources by Change in   

                  Expenditures, 2005 to 2009 

  

Change in 

Foundation 

Support 

Change in 

Corporate 

Support 

Change in 

Non-Ancillary 

Earned 

Income 

Change in 

Ancillary 

Earned 

Income 

Change in 

Fundraising Salary 

Exp. 

Correlation Coef. 0.343* 0.420* 0.238* 0.246* 

Sig. (two-tailed) 0.000 0.000 0.004 0.003 

Num. of Cases** 147 147 147 147 

Change in Advertising 

Expenditure 

Correlation Coef. .018 .077 .133 -.060 

Sig. (two-tailed) 0.848 0.060 0.159 0.525 

Num. of Cases** 114 114 114 114 

Change in Non-

Advertising 

Marketing Exp. 

Correlation Coef. 0.153 -0.126 0.076 0.109 

Sig. (two-tailed) 0.103 0.182 0.424 0.250 

Num. of Cases** 114 114 114 114 

Change in Admin. 

Salary and Prof 

Development Exp. 

 Correlation Coef. 0.343* 0.420* 0.248* 0.246* 

Sig. (two-tailed) 0.000 0.000 0.004 0.003 

Num. of Cases** 147 147 147 147 

Change in Production/ 

Exhibition Exp.  

Correlation Coef. -0.409* -0.048 -0.290* -0.370* 

Sig. (two-tailed) 0.000 0.656 0.006 0.000 

Num. of Cases** 90 90 90 90 

Note: Variables are square root transformations of raw inflation adjusted values. 

**The numbers of cases vary due to variations in the organizationsô reporting of specific expenditures and revenues. 

*Value is significant at alpha=.05 

The picture for the change in fundraising salary expenditure and change in 

administrative and professional development expenditure is generally as expected. The 

correlation findings show a significant positive relationship between each of the 

marketized revenue change variables and both of these expenditure variables. These 

findings are consistent with the hypothesis that increases in marketized revenues have a 

positive effect on expenditures for personnelïfundraisers and administratorsïdedicated to 

the professionalization, public image, and expansion of the organization (Hypotheses 1.c 

and 1.d).  

The results from the correlations between the remaining three expenditure 

variables and the marketized revenue variables are not consistent with the hypothesized 

effect (Hypotheses 1.a, 1.b, and 1.e). Two of the three remaining expenditure variables 
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relate to marketing. The correlations between each of the marketized revenue change 

variables and both change in advertising expenditure and change in non-advertising 

marketing expenditure are insignificant. While it was expected that these two aspects of 

marketing would be driven higher by increases in marketized revenues, the data do not 

show a significant positive correlation.       

 More noteworthy than the other expenditure change variables is the change in 

production and exhibition costs. Counter to the hypothesized effect, this variable actually 

turns out to be negatively correlated with the marketized revenue change variables. In 

other words, on average, as marketized revenues increase, production and exhibition 

expenditures decreased. While this is counter to the hypothesized effect, it may reflect a 

specific hierarchy of priorities that tend to be reinforced by increases in marketized 

revenues. The interpretation of this intriguing finding is discussed at length below. 

 Having established the correlations between the change in revenue and change in 

expenditure variables, the focus now turns to the correlations between the change in 

expenditure variables and the change in constituency level variables; namely change in 

paid attendance levels and change in membership levels over the period of 2005 to 2009.  

 Table 5.2 reveals an intriguing set of correlations, some of which are consistent 

with the hypothesized effects and some of which are not. Turning to the first three 

expenditure variables which collectively represent expenditures dedicated to marketing, 

advertising, and fundraising, the results are somewhat mixed. In the case of change in 

fundraising salary expenditures and change in non-advertising marketing expenditures, 

there is a significant positive relationship with change in paid attendance (Hypotheses 2.d 

and 2.f). It was hypothesized that increased expenditure in these areas reflects a 
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marketized strategy that is dedicated toward increasing organizational visibility and 

expanding the attendance base. On the other hand, according to some marketing research 

studies, the ñaudience attraction marketingò approaches may be ineffectual at translating 

additional attendees into members even though that may be the long term intention 

(Johnson and Garbarino 2006). In other words, tactics that expand attendance often do 

not translate to membership growth. It is also not surprising then that change in 

fundraising salary expenditures and change in non-advertising marketing expenditures 

turned out to be unrelated in any significant way to membership change. What is 

surprising and counter to the hypothesized effect is the observed association between the 

change in advertising expenditure and the change in both paid attendance and 

membership (Hypotheses 2.e and 3.a). There is no significant relationship between 

change in advertising expenditures and change in paid attendance. However, there is a 

significant positive relationship observed between change in advertising expenditure and 

change in membership. This is particularly perplexing given the argument that 

advertising is generally dedicated to drawing in newcomers and expanding attendance 

bases rather than attracting more committed members. One possible explanation for this 

is that in the midst of the recession, many organizations are known to have put additional 

resources into reaching out to lapsed members, subscribers, and donors in an ardent 

appeal to their former faithful supporters to reestablish their affiliation with the struggling 

nonprofit. These targeted advertising campaigns could very well explain the increase in 

both advertising expenditures and the associated member surge. 

 Turning to change in administrative salary and professional development 

expenditure, the observed associations in Table 5.2 are consistent with the hypothesized 
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effects (Hypotheses 2.f and 3.c). There is a significant positive relationship between 

change in expenditure on administrative salary/ professional development and change in 

paid attendance. The significant negative relationship between administrative salary/ 

professional development and change in membership was expected since increases in 

administrative salary and professional development expenditure reflects an organizational 

focus on a marketized business model more consistent with that of private corporations. 

This orientation, according to the crowding-out hypothesis is likely to lead 

simultaneously to expanding attendance bases and to the stagnation or decline of more 

committed supporters drawn to the mission and often philanthropic orientation of 

nonprofit organizations and discouraged by those organizationsô profit-making activity.  

 Finally, the change in exhibition and production expenditures was positively 

correlated with change in membership. This was expectedïgiven that increased quality 

and quantity of performances and exhibitions  were thought to lead to patron growth, 

particularly growth in core patronage (members) who tend to be more sensitized to the 

quality of the performance or exhibition (Hypothesis 3.b). On the other hand, counter to 

the hypothesized direction, there is an observed negative correlation between the change 

in exhibition and production expenditure and paid attendance (Hypothesis 2.e). This is 

initially a curious finding, given that one would expect an increase in production and 

exhibition expenditures to lead to greater interest and attendance in enhanced 

performances and exhibitions. On the other hand, an increase in production and 

exhibition costs may plausibly reflect the prioritization of this core functionality over 

marketing, fundraising and administrative salaries. This could represent a shift in discrete 

resources away from a focus on producing greater levels of paid attendance through 
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marketing etc., and toward producing greater levels of committed supportersïnamely 

membersïthrough enhancing core functionality. In other words, organizations may be 

sacrificing resources that could be spent on expanding their attendance base in order to 

focus on pleasing their loyal base. 

Table 5.2: Pearson's Correlation between Change in Expenditures by Change in Constituency Levels,  

                  2005 to 2009 

  
Change in Paid 

Attendance 

Change in  

Membership 

Change in Fundraising Salary 

Expenditure 

Pearson Correlation .277* .026 

Sig. (two-tailed) .002 .805 

Number of Cases** 128 95 

Change in Advertising 

Expenditure 

Pearson Correlation .112  .642* 

Sig. (two-tailed) .256 .000 

Number of Cases** 105 81 

Change in Non-Advertising 

Marketing Exp.  

Pearson Correlation .291* .114 

Sig. (two-tailed) .003 .311 

Number of Cases** 105 81 

Change in Admin. Salary and 

Prof Development Exp. 

Pearson Correlation .209* -.439* 

Sig. (two-tailed) .018 .000 

Number of Cases** 128 95 

Change in Production/ 

Exhibition Exp . 

Pearson Correlation -.220* .466* 

Sig. (two-tailed) .043 .000 

Number of Cases** 85 61 

 Note: Variables are square root transformations of raw inflation adjusted values. 

**The numbers of cases vary due to variations in organizationsô reporting of membership, att., and exp. 

*Value is significant at alpha=.05 

 

In order to substantiate the correlations, it is necessary to examine the 

relationships in the presence of controls as well as appropriately recognizing the full 

complexity of the multiple causes and effects at play. The next section utilizes path 

analysis to examine and understand the cause and effect relationships  among these 

variables.    
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Revenue, Expenditures, and Constituency Growth and DeclineïPath Results 

 The conceptual models laid out in Chapter Three and pictured in Figures 5.6 and 

5.7 form the basis for the path analysis carried out in the remainder of the present chapter. 

Figure 5.6 shows the conceptual model for the effect of revenue shifts and concurrent 

expenditure shifts on attendance shifts. This chapterôs adaptation from the final model in 

Figure 3.1 is different in that it does not include the shifts in attendance composition 

which will be added to the model in Chapter Six. In other words, the path analysis carried 

out in Chapter Six will build off of the model presented here. Figure 5.7 shows the 

conceptual model for the effect of revenue shifts and concurrent expenditure shifts on 

membership shifts. This model is taken directly from the model as presented in Figure 

3.2. Unlike the attendance model in Figure 5.6, the membership model does not include 

constituency composition variables. Furthermore, though it is not pictured in the  

Figure 5.6: Conceptual Model Predicting Change in Attendance Levels* 

 
 
*All variables represent change between 2005 and 2009; Relationships are positive unless otherwise noted. 
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Figure 5.7: Conceptual Model Predicting Change in Membership Levels* 

 

*All variables represent change between 2005 and 2009; Relationships are positive unless otherwise noted. 

conceptual models, the path analysis models in Chapter Five and Chapter Six include 

error terms for each of the endogenous variables and these terms are independent in that 

they were not found to be significantly related to one another.   

 The following path analysis results are based directly on the conceptual models 

presented in Figures 5.6 and 5.7. The effect of each of the four ómarketized revenuesô is 

illustrated in a unique model. The result is eight path models where each of the 

marketized revenues is taken in turn as the modelôs primary independent variable. There 

are four path models that examine the ultimate effect on paid attendance and four that 

model the ultimate effect on membership. Each concept represented in the conceptual 

map is operationalized using an observed variable or variables. In the case of change in 

marketing and advertising expenditures, it is broken into three indicators: fundraising 

salary expenditures; advertising expenditures; non-advertising marketing expenditures. In 

all other cases the concept is operationalized as a single variable. The path analyses also 
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include two exogenous control variables for the type of organizationïperforming arts or 

museums/visual artsïand for the size of the organizationïorganizations with annual 

revenue of less than $300,000 versus those with revenues over that amount. 

Figure 5.8*  

 

DF: 32; Chi-square: 131.132; R-squared (Paid Attendance): .372; p<.001 

*The effects of core earned income on the expenditure variables control for the effects of ancillary earned income, 

foundation support and corporate support. 

Note: See Appendix B for unstandardized coefficients, p-values, standard errors, and residuals. 

 

 In the case of Figure 5.8, the path model looks specifically at change in core 

earned income as its primary independent variable. The expenditure change variablesï

advertising, non-advertising marketing, fundraising salaries, administrative salary and 

professional development, and production and exhibitionïare endogenous variables that 

were expected to have an effect on the primary dependent variable, change in paid 

attendance. The exogenous variables in the model are the two control variables: type of 
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organization; organizational size. Finally, the remaining variables contained in the model 

are the seven error terms for the eight endogenous variables.  

 While none of the original tested relationships between core earned income and 

the expenditure variables in the model reached significance at alpha = .05, there is a 

significant effect to report. Core earned income has a significant positive effect on the 

interaction term combining organizational size and fundraising salary expenditures. In 

other words, in the case of large organizations, core earned income leads to greater 

expenditures on fundraising. Looking to the other relationships, starting from left to right, 

the advertising, marketing, and fundraising salaries variables did not reach the level of 

significance, though the relationship estimates were in the positive direction (Hypotheses 

1.a, 1.b, 1.c). There was no significant relationship between core earned income and 

administrative salary and professional development, and the negative effect of core 

earned income on production and exhibition expenditure narrowly missed the prescribed 

level of significance with a p-value of .058 (Hypotheses 1.d and 1.e). As mentioned 

earlier in the chapter, while the hypothesized effect between marketized variables and 

production and exhibition expenditure was positive, it is reasonable to suspect that a 

negative association reveals the effect of marketized revenues on expenditure 

prioritization. In other words, since production/exhibition expenditures do not ultimately 

have a positive effect on attendance growth, it stands to reason that martketized revenues 

seeking attendance gains are not going channel resources in that direction.  

 Furthermore, Figure 5.8 reveals, counter to the hypothesized effect, a negative 

relationship between expenditure on administrative salaries/professional development 

and advertising expenditures (Hypothesis 1.d.ii). The logic behind the hypothesized 
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positive effect is that martketization will encourage increases in administration and 

professional development which will lead to an increased focus on marketing and 

advertising the organizations. Interestingly, the only significant effect of administration 

on marketing and advertising variables is the aforementioned negative effect. This 

suggests that placing resources into administrative salaries and professional development 

may instead divert discrete resources away from advertising expenditures and ultimately 

discourage growth in paid attendance. It is also possible that this partially reflects 

organizational realignment where money that was previously put directly into advertising 

is now put into professional staff and staff development with the skills to oversee and 

carry out the marketing and advertising tasks.    

 Looking now to the effect of the change in expenditure variables on change in 

paid attendance, the findings are generally consistent with the hypothesized effects. As 

expected, each of the marketing and advertising indicators in the model has a positive 

effect on change in paid attendance (Hypothesis 2.d). In the case of the interaction 

between organizational sized and fundraising expenditures, the positive effect of 

fundraising salaries on attendance is only significant for larger organizations. These 

results are consistent with the theoretical perspective that advertising and marketing tend 

to be targeted toward attendance growth and expansion. The effect of administrative 

salaries and professional development was significant and in the expected positive 

direction (Hypothesis 2.e). A positive relationship was expected here since the literature 

suggests that staff professionalization tends to be associated with increases in attendance 

size and scope. The effect of production and exhibition expenditures was significantly 

negative (Hypothesis 2.f) though the direction of the estimate is negative suggesting the 
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possibility that a focus on the core functions of the organization (exhibition and 

production) does not serve to augment paid attendance. As mentioned above, if 

production/exhibition expenditure does not prove to increase paid attendance levels, it 

makes sense that marketized revenues (which focus on attendance augmentation) do not 

have a positive effect on production/exhibition expenditures. One notable exception to 

this is when a very large organization, usually a museum, puts on a blockbuster event that 

costs an enormous amount and draws enormous crowds. A single event such as this can 

skew the data for the entire sector. While these events need to be taken into account, they 

are outliers in the overall pattern of data and are infrequent enough to be considered on a 

case by case basis. 

 Figure 5.9 shows the path analysis when looking at change in ancillary earned 

income as the primary independent variable and change in paid attendance as the primary 

dependent variable. Since ancillary earned income, like core earned income, is considered 

a marketized revenue source, the hypothesized effects remain the same. The effects of 

this model mirror very closely the core earned income model. There are no significant 

effects of change in ancillary earned income on change in fundraising salaries, 

advertising, or marketing (Hypothesis 1.a, 1.b, and 1.c). As with the ancillary earned 

income model, the negative effect on change in production and expenditure is significant 

and negative, count to the hypothesized effect (Hypothesis 1.e). Similar to the first 

model, there is a negative effect of administrative salary and professional development 

expenditure on advertising expenditure, indicating a prioritization of resources for 

organizations seeking to increase their attendance levels. (Hypothesis 1.d.ii). In other 
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words, ancillary earned income indirectly results in an increase in advertising expenditure 

by reducing the expenditure on production and exhibition costs.  

 The relationships in Figure 5.9 between the change in expenditure variables and 

change in paid attendance are also similar to those found in Figure 5.8. All three of the 

advertising/marketing indicators have a significant positive impact on change in paid 

attendance (Hypothesis 2.d). The relationships between change in administrative 

salary/professional development and change in paid attendance (Hypothesis 2.e) as well 

as the relationship between change in production/exhibition and change in paid 

attendance are statistically significant and they follow the same directional pattern as was 

observed in the previous model (Hypothesis 2.f). Specifically, the relationship estimate 

for change in administrative salary and professional development expenditure is positive 

while the relationship estimate change in production/exhibition expenditure is negative. 

Figure 5.9*  

 

DF: 32; Chi-square: 131.132; R-squared (Paid Attendance): .372; p<.001 

*The effects of ancillary earned income on the expenditure variables control for the effects of core earned income, 

foundation support and corporate support. 

Note: See Appendix B for unstandardized coefficients, p-values, standard errors, and residuals. 



130 

 

 Figure 5.10 shows the path analysis when looking at change in foundation support 

as the primary independent variable and change in paid attendance as the primary 

dependent variable. As with earned income, foundation support is considered a 

marketized revenue source. Therefore, the hypothesized effects remain the same. The 

effects of this model have some important differences compared to the previous two 

models. First, there is a positive effect of change in foundation support on change in 

fundraising salaries (Hypothesis 1.c) as well as on the interaction of organization size and 

fundraising salaries. The is also a significant positive effect on non-advertising marketing 

expenditure (Hypothesis 1.b). Second, in this model, there is a significant positive effect 

of foundation support on both administrative salary and professional development 

expenditure. This is consistent with the hypothesis that marketized revenue sources will 

encourage a focus on administration and staff professionalization (Hypothesis 1.d) and 

inconsistent with the hypothesis that marketized revenue sources will have a positive 

effect on production/exhibition expenditures. Similar to the previous two models is the 

negative effect of administration and staff professionalization on advertising expenditure 

(Hypothesis 1.d.ii).   

 Looking to the relationships between the expenditure variables and paid 

attendance, this model mirrors the previous two. All three of the advertising/marketing 

indicators have a significant positive impact on change in paid attendance (Hypothesis 

2.d). As with the previous two models, the effect of fundraising expenditures is limited to 

large organizations. Also similar to the previous two models, the relationships between 

change in administrative salary/professional development and change in paid attendance 

as well as the relationship between change in production/exhibition and change in paid 
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attendance are significant. And as in the previous two models, the relationship estimate 

for change in administrative salary and professional development expenditure is positive 

(Hypothesis 2.e) while the relationship estimate change in production/exhibition 

expenditure is negative (Hypothesis 2.f).  

Figure 5.10* 

 

DF: 32; Chi-square: 131.132; R-squared (Paid Attendance): .372; p<.001 

*The effects of foundation support on the expenditure variables control for the effects of ancillary earned income, core 

earned income and corporate support. 

Note: See Appendix B for unstandardized coefficients, p-values, standard errors, and residuals. 

 

  

 Figure 5.11 shows the path analysis when looking at change in corporate support 

as the primary independent variable and change in paid attendance as the primary 

endogenous variable. As with the previous three models, the hypothesized effects remain 

the same. The effects of this model have some notable differences compared to the 

previous three models. While, like the foundation support model, there is a positive effect 

of change in corporate support on change in fundraising salaries (Hypothesis 1.c) as well 
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as fundraising salaries specifically for large organizations, there is a significant negative 

effect on non-advertising market expenditure. This is counter to the hypothesized effect 

since marketized revenues are thought to contribute to greater advertising and marketing 

efforts (Hypothesis 1.b). While this is a perplexing finding, it coincides with a stronger 

positive relationshipïthe standardized estimate equals .31 ï between corporate funds and 

fundraising expenditures as compared to the relationship with the other marketized 

revenues. This may indicate that corporate sponsorships promote fundraising and 

advertising expenditures to the exclusion of other marketing expenditures. 

 The corporate modes shows a positive significant effect of corporate support on 

change in production and expenditure, which is the only case where this is consistent 

with the hypothesized effect (Hypothesis 1.e), and no significant relationship between 

change in corporate revenue and change in administrative salary/professional 

development (Hypothesis 1.d). However, like the other three models, there is a negative 

effect of administrative salary and professional development on advertising expenditure 

(Hypothesis 1.d.ii). 

 Looking to the relationships between the expenditure variables and paid 

attendance, this model mirrors the previous three. All three of the advertising/marketing 

indicators have a significant positive impact on change in paid attendance (Hypothesis 

2.d). Also similar to the previous two models, the relationships between change in 

administrative salary/professional development and change in paid attendance as well as 

the relationship between change in production/exhibition and change in paid attendance 

are significant at alpha=.05 (Hypotheses 2.e and 2.f). Also, as in the previous two models, 

the significant relationship estimate for change in administrative salary and professional 
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development expenditure is positive while the relationship estimate change in 

production/exhibition expenditure is negative.  

Figure 5.11* 

 

DF: 32; Chi-square: 131.132; R-squared (Paid Attendance): .372; p<.001 

*The effects of corporate support on the expenditure variables control for the effects of ancillary earned income, core 

earned income, foundation support and corporate support. 

Note: See Appendix B for unstandardized coefficients, p-values, standard errors, and residuals. 

 

 

 Figures 5.12 through 5.15 reflect the path analyses wherein the primary 

independent variable is change in membership. Like the previous four models, these four 

reflect each of the four marketized revenue variables in turn as the primary exogenous 

variable. Figure 5.12 incorporates change in core earned income revenue as its primary 

exogenous variable. As in the first four models, the models focusing on members trace 

the effects of revenue shifts on expenditures and ultimately on shifts in organizational 

constituency. The first set of relationships in the model ï those between change in core 

earned income and changes in advertising, marketing, salaries for fundraising, 
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administrative salaries/professional development, and production/exhibition costs ï 

mirror Figure 5.8. These relationships are discussed above in the section accompanying 

Figure 5.8.  

 Turning to the relationships between the expenditure change variables and the 

change in membership, there are some notable difference between this model and the one 

presented in Figure 5.8, some of which are consistent and some of which are not 

consistent with the hypothesized effects. Looking first to the relationship between the 

advertising and marketing change variables and change in membership, it is notable that 

non-advertising marketing and funding salaries are found to be unrelated to membership. 

While this is not consistent with the hypothesized negative effect (Hypothesis 3.a), it is 

also notably different from the strong significant positive effects on attendance expressed 

in Figure 5.8. Counter to the hypothesis that advertising would be negatively associated 

with change in membership due to the ócrowding-outô effect, change in advertising is 

actually shown to be strongly positively related to change in membership/subscribership 

(Hypothesis 3.a). While this is a somewhat curious finding in the context of the 

ócrowding-outô theoretical perspective, it suggests that non-advertising marketing and 

fundraising is augmenting attendance levels while advertising dollars appears to be 

effective at reaching both the membership bases and the broader attendance base. It is 

also noteworthy that, unlike the effect on attendance levels displayed in Figure 5.8, 

change in exhibition and production expenditure is significantly positively related to 

membership. This is consistent with the hypothesized effect that members and 

subscribers will be very responsive to organizational expenditures dedicated to improving 

the core functionality of the organization itself (Hypothesis 3.b). Furthermore, though the 
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figure narrowly misses statistical significance at alpha = .05, change in expenditure on 

administrative salaries and professional development has a negative predictive estimate in 

relationship to membership (Hypothesis 3.c). Consistent with the hypothesized effect, 

this is a notable shift from the nearly significant positive relationship between 

administrative salary/professional development and attendance levels reflected in Figure 

5.8. While we fail to reject the null due to narrowly missing the target level of 

significance, the sign change of the effects in the two models warrants further 

investigation into this potential relationshipïi.e. increased expenditure on administrative 

salaries and professional development will tend to augment the attendance base while 

potentially discouraging greater levels of commitment and loyalty to the organization as 

expressed in membership and subscriber roles.  

Figure 5.12* 

 

DF: 32; Chi-square: 116.510; R-squared (Members/Subscribers): .290; p<.001 

*The effects of core earned income on the expenditure variables control for the effects of ancillary earned income, 

foundation support and corporate support. 

Note: See Appendix B for unstandardized coefficients, p-values, standard errors, and residuals. 
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 Figure 5.13 follows the pattern of Figure 5.12 except in that it incorporates 

change in ancillary earned income revenue as its primary independent variable. As with 

Figure 5.12, the main focus is on the second set of relationships ï those between the 

change in expenditure and change in membership. The relationships between change in 

ancillary earned income as a marketized revenue source and the expenditure change 

variables mirror those displayed in Figure 5.9 and are discussed above.   

Figure 5.13* 

 

DF: 32; Chi-square: 116.510; R-squared (Members/Subscribers): .290; p<.001 

*The effects of ancillary earned income on the expenditure variables control for the effects of core earned income, 

foundation support and corporate support. 

Note: See Appendix B for unstandardized coefficients, p-values, standard errors, and residuals. 

 

 Turning to the relationships between the expenditure change variables and the 

change in membership/subscribership, these results mirror those in Figure 5.12. As in 

Figure 5.12, some the observed relationships are consistent with the hypothesized effects 

and some are not. It is notable that non-advertising marketing and funding salaries are 

found to be unrelated to membership/subscribership as compared to the corresponding 
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relationships in the paid attendance models that were significant and positive (Hypothesis 

3.a). As in Figure 5.12, advertising was found to be strongly and significantly positively 

related to change in membership/subscribership (Hypothesis 3.a). Also mirroring the 

findings in Figure 5.12 is the sign reversal for the effect of change in production/ 

expenditure on change in membership as compared to its effect on change in paid 

attendance (Hypothesis 3.b). Likewise, there was nearly a sign change ï narrowly 

missing statistical significance ï for the effect of change in administrative 

salary/professional development on change in membership/subscribership as compared to 

its effect on paid attendance (Hypothesis 3.c). 

Figure 5.14* 

 

DF: 32; Chi-square: 116.510; R-squared (Members/Subscribers): .290; p<.001 

*The effects of foundation support on the expenditure variables control for the effects of ancillary earned income, core 

earned income, foundation support and corporate support. 

Note: See Appendix B for unstandardized coefficients, p-values, standard errors, and residuals. 

 

 

 Figure 5.14 and Figure 5.15 reflect the path analyses carried out with 

membership/subscribership as the primary independent variable and change in foundation 
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and corporate revenue, respectively, as the primary independent variable. Both of these 

analyses reflect the findings from previous models discussed in this section. In both 

cases, the effect of change in marketing and fundraising salary expenditures on change in 

membership remains insignificant. On the other hand, the effect of change in advertising 

on change in membership/subscribership remains significant and positive. Likewise, both 

the effect of change in administrative salary/professional development expenditure and 

the effect of change in production/exhibition expenditure on membership/subscribership 

follow the same pattern illustrated in the Figure 5.12 and Figure 5.13 (Hypotheses 3.a, 

3.b, and 3.c).    

Figure 5.15* 

 

DF: 32; Chi-square: 116.510; R-squared (Members/Subscribers): .290; p<.001 

*The effects of corporate support on the expenditure variables control for the effects of ancillary earned income, core 

earned income, foundation support and corporate support. 

Note: See Appendix B for unstandardized coefficients, p-values, standard errors, and residuals. 
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Summary 

The analyses in this chapter, in some cases, provided support for the hypothesized 

effects, in some cases failed to provide convincing support, and in a few cases directly 

contradicted the hypothesized effects. Beginning with the effects of marketized revenues 

on advertising, marketing, and fundraising expenditures, the results provide some support 

for the hypothesis that marketized revenues have a positive effect on expenditures for 

fundraising salaries (in the corporate and foundation models). When incorporating the 

interaction term for organization size and fundraising salary expenditure, core earned 

income also revealed a positive effect on large organizationsô fundraising expenditure.   

The effects of marketized revenues on advertising and non-advertising marketing 

expenditures were not significant except in the case of foundation support, which has a 

positive effect on non-advertising marketing, and corporate support, where the effect on 

non-advertising marketing was actually negative, raising questions about the potential 

balancing act that may take place among different areas of advertising and marketing 

expenditures. 

Also reflecting the balancing act regarding expenditures, marketized revenues 

revealed a significant negative effect of core and ancillary earned income as well as 

foundation support on production and exhibition costs. The corporate model, unlike the 

others, revealed a positive effect on production/exhibition expenditures. While it was not 

expected that marketized revenue sources would hold production and exhibition 

expenditures as a top priority, since enhancing the performance or exhibit is one way to 

increase attendance numbers, these results raise further questions about the balance of 

expenditure allocation. It appears that increased marketized revenues are shifting the 
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priorities within organizations away from core activities and toward priorities that are 

more consistent with attendance growth. This is supported in the observation that 

increases in production/exhibition expenditures, unlike advertising, marketing, and 

fundraising, do not have a positive impact on attendance growth. Therefore, this does not 

provide an incentive for those controlling the flow of marketized inputs, who are 

dedicated to growing attendance levels, to push for increases in production/exhibition 

expenditures.  

Regarding expenditure for administration and professional development, it is 

noteworthy that foundation support has a positive effect. Though the observed effect does 

not reach a level of significance for the other marketized revenue variables, this is an 

indication that there is encouragement by foundations to increase the professionalization 

of organizations. Interestingly, there is a significant positive effect of administration and 

professional development on attendance growth in each of the four models. It is 

interesting that marketized revenues, dedicated to attendance growth, do not focus 

heavily on administration and professional development but it may be connected to the 

result that administration and professional development expenditures actually have a 

significant negative effect on advertising expenditure, which is a primary impetus for 

attendance growth.    

While the present chapterôs inclusion of expenditure variables does not provide 

conclusive support for the crowding-out hypothesis, in that it does not completely explain 

the negative effect of marketized revenues on membership numbers, it does reveal a 

differential the effect of the expenditures in the model on paid attendance versus 

membership. First, regarding the marketing and fundraising variables, there was a 
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consistent and strong positive effect of these two dimensions on growth in paid 

attendance, particular in the case of large organizations. This suggests that indeed 

marketing (positively influenced by foundation support) and fundraising (positively 

influenced by both foundation and corporate support) efforts appear to be successfully 

dedicated to growing attendance numbers. On the other hand, fundraising and marketing 

were not found to be related to membership. While this was not the negative effect as 

hypothesized, it is markedly different from the strong positive associated with attendance. 

This reflects membership stagnation rather than membership crowding-out. Intriguingly, 

advertising (which was not significantly influenced by any of the marketized revenues) 

was found to be strongly positively related to both attendance and membership growth. 

This could indicate that much of the advertising money spent by organizations is 

dedicated to reaching out to existing or potential committed members in addition to 

simply potential attendees.  

Another intriguing finding that highlights the differences between attendance 

growth and membership growth is the difference in the effect of production/exhibition 

expenditures on paid attendance versus membership. While these expenditures are 

strongly related to membership growth, they have a significant negative effect on paid 

attendance levels. This discrepancy highlights the very different effects that expenditure 

shifts have on different types of constituents. Indeed it is clear that organizational 

constituents should not be treated monolithically when it comes to attracting greater 

numbers. 

Finally, regarding administrative salaries, the effects follow the direction expected 

in the conceptual maps. The model estimates are negative in the case of members and 
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positive in the case of paid attendance. Though the negative results in the membership 

models are not significant, they are consistent and indicate the possibility that an 

increased focus on administration and professionalization within an organization may 

increase its attendance levels while alienating longer term loyal supporters. This is a clear 

indication that organizations should be thinking differently about their attendance base 

versus their membership base. It cannot be taken for granted that the patterns and 

dynamics of one group can be applied to the other. 
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CHAPTER 6: 

RESULTSðREVENUES, EXPENDITURES AND ATTENDANCE 

COMPOSITION  

 

Int roduction 

 

The final results chapter in this analysis focuses specifically on the effect of 

marketized revenues on attendance composition at performing arts and visual arts 

organization. Chapter Six tests the hypotheses that increased marketized revenues, 

operating through increases in specific expenditures, broadens attendance to include 

greater proportions of patrons from demographic subgroups typically underrepresented in 

arts and culture participants, from areas outside the region, and from patrons who are 

previously unaffiliated arts and culture organizations.  

It was hypothesized that those expenditures that are driven to some degree by 

marketized revenues will contribute to broader attendance bases as organizations seek to 

gain visibility, legitimacy, and overall growth. This assertion regarding the goal of 

resource growth is a corollary to the findings of the previous chapter which examined the 

effect of marketized revenues on membership and attendance levels. The results from 

Chapter Five show a differential effect of marketized revenues on attendance levels 

versus membership levels. The question of whether or not overall attendance growth is 

mediated through broader-based attendance is an important question for those who 

promote diverse arts and culture participation and for those seeking to understand where 

arts and culture sector attendance growth is strong.   

 While predictions of a ódemocratizingô trend in the arts and culture sector are not 

newïAlexis de Tocqueville predicted that both arts production and appreciation would 

spread across social class and demographic categories as the young republic maturedï
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there is strong evidence to support the claim that recent trends in the nonprofit arts and 

culture sector in the United States have led to the increased participation of typically 

underrepresented groups such as racial minorities and those with lower incomes and 

education levels (DiMaggio and Useem 1978b; Tocqueville 1835). Foundation support, 

corporate support, and earned income dependence have each been shown to encourageï 

sometimes successfully and sometimes notïthe broadening and expansion of arts and 

culture exposure to reach greater numbers of typically underrepresented groups 

(Borgonovi 2008; Cobb 2002; DiMaggio 1986a; DiMaggio 1986c; Froelich 1999; 

Peterson 1986; Useem & Kutner 1986). Interestingly, the evidence of broadening 

participation in the arts and culture sector in recent years seems to be connected to the 

sector-wide shift toward a more market-based model.  

 Though the results are somewhat mixed, there is some evidence to show that 

increased commercial activity and earned income dependence are related to growth in 

organizational name recognition, perceived organizational legitimacy, and broader 

visibility. When endowments, private support, and governmental funding shrink, it often 

results in greater dependence on the disposable income of those seeking recreation and 

entertainment in a given region. As resource dependency theory suggests, it puts 

nonprofit arts and culture organizations in direct competition with each other as well as 

for-profit organizations that seek to tap into the pool of disposable income. This 

dependence, in turn, amplifies the need for broader visibility. Studies have shown that the 

typical approach used to seek broader visibility and legitimacy includes increased 

marketing and advertising expenditures as well as greater dedication of personnel and 

professionalization of personnel to market the organizationsô public image (Adams & 
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Perlmutter 1991; DiMaggio 1986c; Froelich 1999; Gainer & Padanyi 2002; Gronbjerg 

1993; Hughes & Luksetich 2004; Toepler 2001).  

 While there has been a trend of attendance growth and expansion beyond the arts 

and culture elite over the past several decades, it has yet to be convincingly connected, 

through empirical evidence, to market influences such as increased earned income 

dependence. Furthermore, it has not yet been determined if such market influences tend 

to draw cultural univores only or cultural omnivores as well. Cultural ñunivoresò refer to 

those only attend one type of event or venue, whereas cultural omnivores participate in 

arts and culture activities all across the sector. The omnivore/univore distinction is 

important since omnivores tend to reflect the traditional, heavily involved patrons, 

whereas univores, or ñsingle-site attendeesò as referenced herein, tend to reflect greater 

proportions of newcomers and broader attendance bases (Peterson 1992). Single-site 

attendees as defined in the present analysis are patrons who only appear on one 

organizationôs attendance list. The ability to attract this group is also encouraged by 

funders who see it as a sign of growth, visibility, and diversity.  

 In addition to the influence of earned income revenue, foundation and corporate 

supportïparticularly that which comes from sources in the same region as the arts and 

culture organizationïmay also contribute to a trend of attendance expansion beyond the 

traditional attendees. Several studies have shown that support of the arts and culture 

sector from foundations includes their increasing involvement in organizational processes 

and the definition of objectives (DiMaggio 2000; Froelich 1999; Hughes & Luksetich 

2004).   
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 Attendance expansion is one of the primary indicators used to define 

organizational success since it is easy to track, represents a broadening visibility and 

influence, and shows that an organization can take the investment of a foundation and use 

it to enhance its own sustainability, ideally eliminating the need for indefinite foundation 

support. Several studies have showed an empirical connection between institutional 

grants and the prioritization of attendance expansion. (DiMaggio 2000; DiMaggio 1986a; 

Peterson 1986). As with earned income support, several studies observe that increased 

expenditures on marketing, advertising, professionalization and administrative personnel 

are the primary mechanisms by which organizations strive to meet the demand of 

attendance expansion placed on them by foundation support (DiMaggio 2000; DiMaggio 

1986a; Froelich 1999). 

Some studies also suggest that the size of the arts and culture organization affects 

the degree to which foundations provide financial support. Such studies argue that 

support is increasingly connected to bottom line outcomes and initiatives that play a 

visible role in the community. Researchers show that larger organizations and venues are 

more likely to draw foundation support. This can lead to a óblockbusterô effect where 

funding for arts and culture organizations and initiatives is primarily dedicated to the 

largest and most popular events and organizations in a given region (Froelich 1999). 

 Corporations, like foundations, have been taking an increasingly thoughtful role 

in their charitable giving. Many corporations, particularly those within a given region, 

recognize the benefit of having their name associated with a successful, highly visible, 

and broadly attended arts and culture event or organization. Not only do corporations 

thoughtfully consider where to óinvestô their charitable contributions but studies show 
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that, like foundations, they also have increasingly prescribed how their money is to be 

used, and what outcomes are expected if sponsorship is to continue (Cobb 2002; Useem 

& Kutner 1986). Consequently, there is ample reason to believe that support from 

marketized sources such as corporations, foundations, and earned income is likely to lead 

to the prioritization of broader visibility, higher profile, and greater influence on the part 

of the organizations they support. This can also lead to a winner-take-all scenario in 

which the very largest and most visible organizations receive the vast majority of support, 

while smaller and less recognized organizations struggle for funding and ultimately 

disappear.  

 The location of the corporations and foundations that support the nonprofit arts 

and culture sector is also an important factor when considering the effect of these 

revenues on organizational constituency. Arts and culture organizations are increasingly 

becoming integrated into the branding of urban areas. Research has shown that 

organizations with a vested interest in a given cityôs growth and development, 

particularly in terms of the downtown tourist and service sectors, are some of the biggest 

supporters of increased arts and culture activity (Logan & Molotch 1987; Judd & 

Fainstein 1999; Scott 2004). It is in the best interest of a large array of regional 

organizations, from corporations to foundations to the local government, to have 

nonprofit arts and culture organizations thrive in center city areas. A thriving arts and 

culture scene is thought to build a destination location where patrons from within the 

region and outside the region will contribute to the local economy. Because arts and 

culture organizations are almost exclusively tied to a specific geographic location, the 

pool of potential participants is primarily those within close proximity to that location. 
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Therefore, efforts to increase attendance levels are often targeted toward those within or 

near a given region that have not typically been arts and culture patrons. Because the 

typical demographic profile of the arts and culture participant is middle to upper class, 

well-educated, white, and over 25 years of age, attendance growth and expansion efforts 

are often targeted toward bringing in larger numbers of non-whites, those with lower 

incomes and less education, and younger participants (DiMaggio 1986a; Kim, 

Hyounggon, Chia-Kuen Cheng OôLeary 2007).  

 Furthermore, since research shows that long time arts and culture participants are 

increasingly omnivorous, there is a lingering question regarding whether or not 

marketized revenues bring in cultural univores, since they may be attracted by the 

marketing and advertising of a single event without necessarily developing or having a 

broader interest in the arts and culture sector (Johnson and Garbarino 2006; Peterson 

1992). In addition, there is a sense that the push toward attendance expansion seeks to 

draw in new participants from outside the region as well as from under-represented sub-

populations. As a metropolitan area establishes its brand as a center of cultural 

production, one of its goals is to bring participants in from outside the city and even 

outside the region and state to spend their money in the local economy. 

Methodological Approach 

The results in this chapter test the hypotheses presented in Chapter Three reflect 

the expectation that increases in spending on advertising, marketing, professional 

development and administrative personnel would have a positive effect on the percentage 

of attendees coming from census tracts with higher percentages of non-white inhabitants, 

higher percentages of lower income inhabitants, higher percentages of those with less 
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education, and higher percentages of younger inhabitants. The hypotheses from Chapter 

Three also reflected the expectation that increases in spending on advertising, marketing, 

professional development and administrative personnel would be associated with higher 

percentages of single site attendeesïthose who only appear on the list of a single 

organizationïand higher percentages of attendees from outside the regionïdefined as the 

nine-county Philadelphia area in New Jersey and Pennsylvania. Finally, the Chapter 

Three hypotheses reflected the expectation that the broadening attendance base illustrated 

in the growing percentages of participants from tracts outside the region and from tracts 

with lower income, less educated, younger, nonwhite and single-site attendees would be 

associated with overall attendance growth for organizations.  

 To test the effects of marketized revenues on attendance composition, the present 

analysis begins with the same conceptual structure and the same organizational level 

variables as were used in the previous two chapters. The additional variables introduced 

for the present analysis are derived from the Greater Philadelphia Cultural Alliance co-op 

list of households that participate in arts and culture organizations within the 

Pennsylvania portion of the Philadelphia region. This list is collected annually from over 

150 of the arts and culture organizations in the region. It consists of organizationsô 

member lists, subscriber lists, and participant lists. The present analysis uses the 2006 and 

2011 household lists to determine geographic distribution of e arts and culture.  Because 

of a lag between when an individual becomes a member or participant in an organization 

and when that person is reported on the co-op list, the 2006 list is matched with the 2005 
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Cultural Data Project data and the 2011 list will be matched with the 2009 Cultural Data 

Project data.
9
  

 The household lists from 2006 and 2011 contain the addresses of participating 

households as well as the names and addresses of the organizations they attend and/or of 

which they are members. The 2006 list contains over 400,000 household addresses in 

Pennsylvania, New Jersey, Delaware, and Maryland. The 2011 list is much larger, over 

1.3 million households, primarily due to additional organizations that contributed to the 

list in the ensuing years. Using Esriôs ArcGis software, each of the households from 2006 

and 2011 were geocoded to their point locations within the United States. These points 

were then joined to their census tract locations within Pennsylvania, New Jersey, 

Maryland, and Delaware.  The households were then aggregated by organization to each 

census tract in the four-state area, giving the total number of participant households for 

each organization in each tract.  Households outside the four-state area were not joined to 

their tract location. 

 Each tract is then described by data on median household income, median age, 

percent of the population that is non-white, and percentage of the population with at least 

a bachelorôs degree from the U.S. Censusô American Community Surveyôs 2006-2010 

five-year estimates. In order to compare each tract to the overall region on these four 

characteristics, the tract percentages and medians were compared to the overall numbers 

                                                           
9
 The co-op list consists of organizationsô lists of patrons that are used for marketing and mailing purposes. 

The household addresses are collected over a period of years and dropped only if the patron does not 

reappear for consecutive years following the initial instance. Therefore the current lists at any given 

moment reflect the household participation over the period of the previous two years. 
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for from the Philadelphia Metropolitan Statistical Area (MSA).
10

 In this way each tract 

was classified as having a higher or lower value on each characteristic compared to the 

region at large. Specifically, each census tract was divided into high or low education, 

high or low income, older versus younger population, and percentage non-white. From 

these  each organization was described by the percentage of its participants who came 

from tracts with lower than average education, lower than average household income, 

higher than average percentages of nonwhites, and a lower median age than the regional 

median age.  A further variable portrays the percentage of arts and culture participating 

households who came from outside the Philadelphia nine-county area but within the four 

states. Finally, another variable captures the percentage of the households only affiliated 

with one organization; these are defined as ñsingle-site attendees.ò 

 The results presented in this chapter are divided into three sections. The first 

section uses a series of maps to establish the geographic distribution of arts and culture 

participants, the distribution of several demographic characteristics, and the distribution 

of arts and culture organizations in the Philadelphia Metropolitan Area. The purpose of 

this analysis is to consider the relationship between the distribution of arts and culture 

participants across the region and each of four aforementioned demographic indicators: 

median income, education level, percentage non-white population, and median age. 

These illustrations affirm that arts and culture participants tend to come from suburban, 

higher-income, white, educated neighborhoods. They also illustrate that there is very little 

                                                           
10

 The breakpoint for high median income versus low median income tracts is derived from the 

Philadelphia MSA median household income figure of $60,259. The breakpoint for older age versus 

younger age tracts is derived from the Philadelphia MSA median age of 37.7 years. The breakpoint for 

higher versus lower percentages of non-whites in tracts is derived from the Philadelphia MSA percentage 

of 30.55 percent. The breakpoint for higher versus lower level education tracts is derived from the 

Philadelphia MSA percentage of 32.3 with a bachelorôs degree.  
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change in the distribution of arts and culture attendees over the period of 2006 to 2011. 

Second, the analysis employs a correlational procedure to test whether there is a 

significant correlation between change in marketized revenues and change in the 

attendance demographics, the percentage of single site attendees, and the percentage of 

participants from outside the region. This establishes the specific relationships between 

the marketization variables and the attendance expansion variables, finding that 

attendance expansion occurs primarily through drawing in attendees from outside the 

region. Third, the analysis incorporates the demographic variables, along with the single 

site attendees and the percentage of participants from outside the region, into a path 

analytic model seeking to account for organizationsô attendance growth or decline 

between 2005 and 2009. Building off the model from the previous chapter, which 

includes marketized revenue variables, expenditure variables, and attendance 

growth/decline, the path model presented in Figure 6.1 tests the relationships between 

organizational expenditures, attendance broadening, and attendance growth.  

Mapping the Participation and Demographic Distribution 

 The participation and demographic section of this analysis is divided into two 

parts. The first focuses on the distribution of arts and culture participation in 2006, 2011 

and the difference between the two time periods, and the second focuses on the 

demographic characteristics and distribution of the region. Looking first at the 

distribution of arts and culture participants, Maps 6.1 and 6.2 reflect their distribution 

across the Philadelphia region in 2006 and 2011. Both maps illustrate the percentage of 

all arts and culture participating households reported in the Greater Philadelphia Cultural 

Alliance co-op list that are located in each Census Tract. When looking at these two 
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maps, three things are immediately apparent. First, the distribution of arts and culture 

participants in both 2006 and 2011 closely mirrors the distribution of income in Map 6.4 

and education in Map 6.5, suggesting that arts and culture participation is highly 

correlated with higher income and greater education. Second, despite the fact that the 

majority of arts and culture organizations in the region are concentrated in the city of 

Philadelphia as illustrated in Map 6.8, there is a remarkably low level of participation in 

the urban centers of Philadelphia and Camden. Third, Maps 6.1 and 6.2 are nearly 

identical, suggesting that to the extent that arts and culture organizations expanded their 

attendance base, they did so from primarily the same communities. Map 6.3 shows the 

change in participation distribution from 2006 to 2011. Despite the relatively small 

amount of change over the five-year period, there is a clear pattern. The relative growth 

in participation occurred in suburban and rural municipalities toward the outer edges of 

the region. The relative drop in participation occurred in the areas closer to the city of 

Philadelphia with the highest concentrations of participants overall. This indicates a slight 

expansion of arts and culture participation to those living in communities farther away 

from the highest concentration of arts and culture organizations in Center City 

Philadelphia. 
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Turning next to the demographic characteristics of the region, Maps 6.4 through 

6.7, with similar distributions compared to the attendance mapsïMaps 6.1 and 6.2ïshow 

that attendees primarily come from neighborhoods that are predominately white, older, 

higher income and more educated. In Maps 6.4 and 6.5 darker shades indicate higher 

percentages above the median regional income and regional percentage with at least a 

bachelorôs degree, and there is a striking similarity to the distribution of arts and culture 

participantsðparticularly in Map 6.5. There is clearly a strong correlation between the 

distribution of individuals with more income and education and participation in arts and 

culture activities. Conversely, the racial distribution of the region tends to indicate lower 

levels of participation for non-whites (see Map 6.6), although there are several diverse 
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communities within the urban centers of Philadelphia and Camden as well as inner ring 

suburb communities that also have high rates of arts and culture participation.  

The distribution of age, by tract, also has some similarities with the distribution of 

arts and culture participation as well as some substantial differences (see Map 6.7). While 

it is true that the tracts with higher arts and culture participation also tended to have a 

higher median age, there are a substantial number of communitiesïparticularly in the 

rural areas and farther reaches of the regional countiesïthat also have a higher median 

age. In other words, taking into account maps 6.4 and 6.5, while high rates of arts and 

culture participation tend to be a good predictor of a higher median age, it is not 

necessarily true that higher median age is a very good predictor of arts and culture 
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participation. Furthermore, there are clearly communities in the urban centers of 

Philadelphia and Camden as well as the inner ring suburbs that have a low median age 

and high arts and culture participation. The general patterns found in Maps 6.4 through 

6.8 lend credence to the claim that arts and culture participation, despite a slow trend 

toward broader inclusion, is higher in communities that are predominately white, middle 

and upper income, highly educated, and older. These maps also paint a stark contrast 

between where art and culture organizations are predominately locatedïdowntown 

Philadelphiaïand where arts and culture participants liveïpredominately in middle and 

upper income commuter suburbs. 

Establishing the regional distribution of arts and culture participation, the slow 

pace of change in distribution over time, and the correlation between arts and culture 

participation and income, racial composition, education, and median age sets the scene 
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for addressing the central question of this chapter: Is there a connection between change 

in marketized revenues ï earned income, ancillary earned income, foundation support 

and corporate support ï and attendance expansion to geographic areas that tend to house 

traditionally underrepresented populations?   

 

Map 6.8 

 

 

 

Revenues, Expenditures, and Attendance ExpansionïBivariate Results 

To explore further, the analysis below examines the correlation between change in 

marketized revenues between 2005 and 2009 and the change in percentage of participants 

from the 2006 and 2011 lists, by organization, who are single-site attendees, who come 

from tracts with median incomes that are lower than the regional median, tracts with 



160 

percentages of individuals holding a Bachelorôs Degree or greater that are lower than the 

regional rate, tracts with percentages of nonwhite inhabitants that are higher than the 

regional rate, tracts with a median age that is lower than the regional median, and tracts 

from outside the nine county region (see footnote two for breakpoints).   

 Based on the hypothesis that increases in marketized revenues lead to 

organizational behaviors that create not only attendance growth, but also attendance 

expansion to populations that have not traditionally participated in the arts and culture 

sector, the following set of correlations tests the association between shifts in marketized 

revenuesïearned income from non-ancillary earned income, ancillary earned income, 

foundation support, and corporate supportïand the spatial distribution of organizationsô 

attendeesïthe percentage coming from tracts containing lower income households, less 

educated individuals, more nonwhite individuals, younger individuals, those who are on 

record for only a single arts and culture organization, and those from outside the regional 

area. The findings from this correlational analysis can be found in Table 6.1.  

 The correlational analysis between changes in marketized revenues from 2005 to 

2009 and the corresponding changes in the geospatial distribution of the constituents, as 

well as the associated demographic characteristics of the tracts the constituents call home, 

is reflected in Table 6.1. These results are as notable for the consistent lack of significant 

association for most variables included in the matrix as for the several strong significant 

correlations. It is important to recognize that the low number of cases in the present 

analysis also may be responsible for a lack of significance. Because the co-op list from 

2006 had fewer organizational members and the resulting sample required that an 

organization be represented in the 2011 co-op list and the Cultural Data Project data as 
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well as the 2006 co-op, the total cases dropped substantially for the present analysis. 

Despite this, there are several significant findings to report. 

 

Table 6.1: Pearson's Correlation Between Change in Marketized Revenue Sources by Change in 

Attendance Characteristics, 2005 to 2011 

  

Change in 

Foundation 

Support 

Change in 

Corporate 

Support 

Change in 

Non-Anc. 

Earned 

Income 

Change in 

Ancillary 

Earned 

Income 

Change in Pct. from 

Low Income Tracts, 

2006 to 2011 

Correlation Coef. -0.271 -.026 -0.156 -0.047 

Sig. (two-tailed) 0.127 0.886 0.388 0.796 

Number of Cases 33 33 33 33 

Change in Pct. from 

Low Education 

Tracts, 2006 to 2011 

Correlation Coef. -0.066 0.049 0.006 0.140 

Sig. (two-tailed) 0.714 0.785 0.975 0.435 

Number of Cases 33 33 33 33 

Change in Pct. from 

High Nonwhite Pop. 

Tracts, 2006 to 2011 

Correlation Coef. -0.171 0.115 -0.002 0.074 

Sig. (two-tailed) 0.340 0.525 0.993 0.680 

Number of Cases 33 33 33 33 

Change in Pct. from 

Younger Age Tracts, 

2006 to 2011 

Correlation Coef. -0.367* -0.107 -0.242 -0.153 

Sig. (two-tailed) 0.035 0.555 0.176 0.396 

Number of Cases 33 33 33 33 

Change in Pct. of 

Single Site Attendees, 

2006 to 2011 

Correlation Coef. 0.181 0.095 0.008 0.312 

Sig. (two-tailed) 0.314 0.599 0.964 0.077 

Number of Cases 33 33 33 33 

Change in Pct. from 

Outside Nine County 

Region, 2006 to 2011 

Correlation Coef. 0.426* 0.425* 0.595* 0.575* 

Sig. (two-tailed) 0.013 0.014 0.000 0.000 

Number of Cases 33 33 33 33 

Note: Revenue change variables are square root transformations of raw inflation adjusted values. 

*Value is significant at alpha=.05 

 

There is only one significant bivariate correlation between the four demographic 

change variables and the four revenue change variables. This is a negative correlation 

between foundation support and the percentage of organizational attendees from tracts 

with a median age lower than the median age for the entire Philadelphia Metropolitan 

Statistical Area. This is counter to the hypothesized effect that increases is marketized 
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revenues would lead to attendance growth in areas with younger populations not 

traditionally represented in arts and culture constituencies. This finding is perplexing and 

may be an anomaly given that none of the other marketized revenues have a significant 

correlation with the median age variable. It is also possible that foundations have 

encouraged organizations to expand by increasing access for elderly populations or by 

pulling new attendees in from outside the region where the median age tends to be higher 

than in urban areas.  

 While there were also no significant relationships between marketized revenues 

and the percentage of single site attendees, change in ancillary income came close with a 

p-value of .077 and a correlation coefficient of .312, indicating a potential connection 

between the revenue that organizations receive from ancillary activities and the push to 

pull attendees in who may not be regular arts and culture participant at other 

organizations in the region.  

 Finally, the correlation analysis indicated a significant positive relationship 

between each one of the four marketized revenues and the percentage of participants 

from outside the nine-county Philadelphia area. This speaks to the fact that large arts and 

culture organizations, in particular, have the ability to pull in large numbers of attendees 

from outside the region when they have the revenue to put behind a óblockbusterô show 

or exhibition and the associated impetus coming from foundations, corporations, and 

earned income dependence to expand their reach beyond the local arts and culture 

ñregulars.ò  Corporations, foundations, and local governing entities also tend to support 

organizational outreach beyond the region because it pulls resources from outside the 

region into the region and simultaneously exposes individuals from outside the region to 
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the services and recreational opportunities afforded by the regional centers of arts and 

culture activity and the surrounding neighborhoods. 

Revenues, Expenditures, and Attendance ExpansionïPath Analysis 

 The last section of the present analysis considers the effect of the attendance 

composition variables within the model that predicts attendance growth or decline. The 

purpose of this is to shed light on the complex relationships between organizational 

expenditures, attendance composition, and ultimately attendance growth or decline. The 

results of this analysis are presented below. 

 

Figure 6.1: Conceptual Model Predicting Change in Attendance Levels 

 

 Figures 6.2 through 6.5 illustrate the path models predicting attendance growth or 

decline based on organizational revenues, expenditures, and attendance composition. The 

four models focus on the effect of change in foundation support, change in corporate 
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support, change in ancillary earned income, and change in non-ancillary earned income 

respectively. While the effects between the revenue variables, expenditure variables, and 

attendance size variables are expected to reflect the findings discussed in Chapter Five, 

the new models test the relationships between the expenditure variables and the 

attendance composition variables as well as between the attendance composition 

variables and the attendance size variable. Because of the modelôs size and complexity, 

only the significant relationships between the expenditure variables and attendance 

composition variables, as well as between the attendance composition variables and the 

attendance size variable are included in the models.  

 

Figure 6.2* 

 

DF: 32; Chi-square: 150.132; R-squared (Paid Attendance): .461; p<.001 

*The effects of foundation support on the expenditure variables control for the effects of ancillary earned income, 

corporate support and core earned income. 

Note: See Appendix B for unstandardized coefficients, p-values, standard errors, and residuals. 
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Figure 6.2 is the full attendance growth or decline predictive model with 

foundation support as the primary independent variable. This model builds on the 

foundation support and attendance growth model found in Chapter Five by adding a 

series of constituent composition variables as potential intervening variables between the 

expenditure variables and paid attendance variable. Contrary to the hypothesized effect 

that the marketing, advertising, and fundraising variables will have an attendance 

broadening effect where the spatial distribution of arts and culture households will 

expand to include greater representation from neighborhoods with fewer individuals from 

the traditional arts and culture population, there was no significant effect on the 

percentage of participants from tracts with greater percentages of non-whites compared to 

the Philadelphia MSA in general, on the percentage of participants from tracts with 

greater percentages of individuals 25 and over without a Bachelorôs degree, on the 

percentage of tracts with a lower median household income than the regional median, or 

on the percentage of tracts with a lower median age than the regional median. 

Furthermore, there are no significant effects of any of these four demographic variables 

and the change in paid attendance. In other words, based on the spatial distribution of arts 

and culture participants in 2006 and 2011, shifts in marketing, advertising, and 

fundraising expenditures do not have an effect on the demographic composition of 

organizationsô paid attendance. Furthermore, the demographic composition variables do 

not have a significant effect on growth or decline in paid attendance. Specifically, the 

model does not reveal any significant relationship between constituent composition that 

increasingly represents neighborhoods with more young people, non-white individuals, 

low-income households and less educated individuals, and growth in paid attendance. It 
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does not appear that attracting broader attendance base, demographically speaking, leads 

to greater numbers overall. 

 Turning to the effects of administrative salaries and professional development, 

and production/exhibition expenditures, on constituency composition, a few of the 

hypothesized effects from Figure 6.2 gain support. Administrative salaries and 

professional development have significant positive effects on the percentage of attendees 

from tracts with higher percentages of non-white individuals, less educated individuals, 

and those with median household incomes lower than the regional median income. This 

is particularly relevant given that revenue from foundations has a significant positive 

effect on administrative salary and professional development expenditure. In other words, 

the model for foundations reveals a causal relationship path beginning with foundation 

support, acting positively on administrative salaries and professional development, and 

ultimately acting positively on reaching areas with lower income households, less 

educated individuals, and nonwhite individuals. The path stops at that point because 

reaching more neighborhoods with underrepresented groups does not have a significant 

positive effect on attendance growth. The effect of production and exhibition 

expenditures reveals a pattern similar to the effect of administrative salaries and 

professional development. In this case, production and exhibition expenditure has a 

significant positive effect on all four of the demographic variables and on the percentage 

of single site attendees (which is typically used as a proxy variable for arts and culture 

participants who are new to the sector or casual attendees at a single venue only). As with 

the demographic variables, there is no significant effect of single site attendees on 

attendance growth. Foundation support and ancillary earned income have a significant 
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negative effect on production and exhibition expenditure revealing that ultimately, these 

sources detract from attendance expansion through their negative impact on this 

expenditure.       

 Finally, turning to the remaining constituency composition variableïthe 

percentage of arts and culture participants in the four-state area that come from outside 

the nine-county Philadelphia areaïlarge organizationsô expenditures on fundraising 

salaries, reflected in the fundraising/organization size interaction variable, has a 

significant positive effect on this variable. In other words, the positive effect of 

fundraising expenditures on increasing attendance from outside the region comes 

primarily through large organizations that have the resources and ability to reach out to 

these individuals. 

Furthermore, the percentage of attendees from outside the region has a significant 

positive effect on paid attendance. Interestingly, in Chapter Five, the foundation model 

shows a positive effect of large organizationsô fundraising salary expenditures on paid 

attendance. In the current more complex model the direct effect is no longer significant, 

but instead acts through the intervening variable of percentage arts and culture 

participants from outside the region. These effects are particularly interesting given that 

expenditure on large organizationsô fundraising salaries is positively impacted by all four 

of the marketized revenue variables. In other words, a causal path can be drawn from 

increases in revenue from foundations, ancillary and non-ancillary earned income, and 

corporate support through increases in expenditure on fundraising salaries for large 

organizations, to percentage of participants from outside the region, ultimately to growth 

in paid attendance numbers. Essentially, even though there are certain expenditure 
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variables in the model that are associated with reaching a broader attendance, the only 

one that ultimately comes to bear on attendance growth is expenditure on fundraising 

salaries operating through the outreach to arts and culture participants outside the region.  

Figure 6.3* 

 

DF: 32; Chi-square: 150.132; R-squared (Paid Attendance): .461; p<.001 

*The effects of corporate support on the expenditure variables control for the effects of ancillary earned income, 

foundation support and core earned income. 

Note: See Appendix B for unstandardized coefficients, p-values, standard errors, and residuals. 

  

Figure 6.3 illustrates the corporate model for attendance growth. It is similar to 

the foundation model in most respects. The same effects of administrative salary and 

professional development and production/exhibition expenditure on the demographic 

variables are found in this model. The primary difference being that corporate support, 

unlike foundation support, is not significantly related to either administrative 

salary/professional development expenditure or production/exhibition expenditure.  
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 On the other hand, the important set of positive effects starting with corporate 

revenue, operating through expenditures on fundraising salaries for large organizations 

and the percentage of participants from tracts outside the region, ultimately to attendance 

growth, is consistent with the foundation model. As with the foundation model, the 

primary effect on attendance growth comes through a focus on pulling participants in 

from outside the region. Aside from expanding to beyond the region, corporate revenue 

does not have any significant effect on broader participation in the arts and culture sector.     

Figure 6.4* 

 
DF: 32; Chi-square: 150.132; R-squared (Paid Attendance): .461; p<.001 

*The effects of non-ancillary earned income on the expenditure variables control for the effects of ancillary earned 

income, foundation support and corporate support. 

Note: See Appendix B for unstandardized coefficients, p-values, standard errors, and residuals. 

 

 Figure 6.4 illustrates the non-ancillary earned income model for attendance 

growth. The significant effects in this model closely mirror the effect from the corporate 
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model. Expenditures on administrative salaries and professional development have a 

positive effect on the percentage of participants from lower income tracts, lower 

education tracts, and tracts with greater percentages of nonwhites. Expenditures on 

production and exhibition costs have a positive effect on the percentage of participants 

from lower income tracts, lower education tracts, tracts with greater percentages of 

nonwhites, younger tracts, and the percentage of single site attendees. As with the 

previous two models, none of these change variables have a significant impact on the 

growth or decline of paid attendance. Also consistent with the corporate model, there is 

no significant effect of change in non-ancillary earned income on expenditures for 

administrative salaries and professional development or production and exhibition costs 

(though the negative estimate on production/exhibition expenditure is very nearly 

significant). Finally, the model does not reflect any significant effect on advertising or 

marketing, but it does have a positive effect on fundraising salary expenditures overall 

and for large organizations in particular. In this way, non-ancillary earned income 

operates through large organization attendance growth beyond the region to ultimately 

increase attendance levels. As with the corporate model, there is no other significant 

effect on attendance expansion. 

 Figure 6.5 illustrates the ancillary earned income model for attendance growth. As 

with each of the three previous models, expenditure on administrative salaries and 

professional development has a significant positive effect on participation from lower 

income tracts, lower education tracts, on tracts with greater percentages of nonwhites. 

Production and exhibition costs have a positive effect on the same three variables in 

addition to participation from younger tracts and greater percentages of single site 
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attendees. As with each of the other three models, there is no significant effect of these 

five attendance composition variables and attendance growth or decline.  

Like non-ancillary earned income, there is no significant impact of change in 

ancillary earned income on production/exhibition expenditure or administrative 

salary/professional development. Also like non-ancillary earned income, this model does 

not reflect any significant effect on advertising, marketing, but it does reveal a significant 

impact on attendance growth and expansion beyond the region through its positive effect 

on fundraising salary expenditures in large organizations.  

Indirect Effects of Attendance Expansion on Attendance Levels 

 It is both perplexing and intriguing that, while administrative salary/professional 

development expenditure as well as production/exhibition expenditure have significant 

positive effects on the growth of various under-represented groups, these demographic 

variables do not, in turn, have a significant positive effect on overall attendance growth. 

In order to shed some light on this issue, the indirect effects of administrative 

salary/professional development expenditure on attendance levels, by way of each of the 

demographic variables, was calculated and analyzed. The indirect effects of 

production/exhibition expenditure on attendance levels was also calculated and analyzed. 

The results range from standardized estimates of .006 to .130, with most values below 

.050. Despite the presence of significant increases in certain demographic categories, the 

end effect on attendance growth is minimal. This indicates that the baseline percentage of 

attendees from non-white, low-income, less-educated, younger communities is so low 

that any increase is going to appear large in such a model until the overall impact on the 

attendance level is considered.  
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Figure 6.5* 

 

DF: 32; Chi-square: 150.132; R-squared (Paid Attendance): .461; p<.001 

*The effects of ancillary earned income on the expenditure variables control for the effects of corporate support, 

foundation support and core earned income. 

Note: See Appendix B for unstandardized coefficients, p-values, standard errors, and residuals. 

 

Summary 

 The results from the present chapter provide some support for the hypothesized 

effects and, in some cases, contradict expected findings. The analysis found herein builds 

on the path models predicting paid attendance growth or decline from Chapter Five. 

While the models in Chapter Five focused on organizational revenues, expenditures, and 

attendance growth or decline, the Chapter Six path models expand to include six 

attendance composition variables as potential intervening variables between 

organizational expenditures and paid attendance growth or decline.   

 One important finding that is consistent across all four attendance expansion 

models is that, based on the spatial distribution of arts and culture participant households, 
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neither increases in demographic diversityïhigher percentages of participants from lower 

income tracts, younger tracts, less educated tracts, and tracts with greater percentages of 

nonwhitesïnor greater percentages of single site attendeesïan indicator of participants 

who are new to the sector or who limit their association to only one organizationïhave a 

significant impact on attendance growth or decline. In other words, the data do not 

support the hypothesized effects asserting that attendance expansion during the period of 

2005 to 2009 to populations not traditionally associated with the arts and culture sector 

would lead to overall attendance growth (Hypothesis 2.g and 2.h).  

 A second important finding relates to the effects of expenditures and attendance 

composition. It is consistent across all four models that increased expenditures on 

administrative salaries and professional development have a positive impact on the 

percentage of participants from lower income tracts, less educated tracts, and tracts with 

greater percentages of nonwhites (Hypothesis 2.c.i). It is also consistent across all four 

models that increased production and exhibition costs are positively associated with the 

same three demographic variables in addition to the percentage of participants from 

younger tracts and the percentage of single site attendees (Hypotheses 2.b.i and 2.b.ii).  

 A third important finding relates to the effects of marketized revenues on 

expenditures and of those expenditures on attendance composition. The four path models 

reveal different levels of relationships between shifts in the respective revenue sources 

and shifts in expenditures on production/exhibition as well as expenditures on 

administrative salaries and professional development. The foundation support model 

reveals a significant negative effect of foundation support on production/exhibition 

expenditure. In the case of the two earned income models, the effect of marketized 
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revenue change on production/exhibition expenditure is not significant. The effect of 

earned income and ancillary earned income show a negative estimator in the model that 

narrowly misses significance and alpha=.05. Similarly, none of the models, except the 

foundation support model, show a significant effect of marketized revenue on 

administrative salary expenditure. The foundation model, which shows a significant 

positive effect on administrative salary and professional development, is the only 

observed connection between marketization and a broadening attendance base in terms of 

the demographic variablesïspecifically, the percentage of participants from lower income 

tracts, less educated tracts, and tracts with greater percentages of nonwhite individuals. 

Aside from the foundation effect on this one expenditure variable, there are no other 

observed positive effects of marketized revenues on expenditures that lead to a broader 

attendance base. This is important because it means that broadening attendance 

demographics cannot be traced back to corporate support, non-ancillary earned income 

dependence, or ancillary earned income dependence. This, in addition to the lack of a 

significant connection between broader attendance demographics and attendance growth 

calls into question the theoretical perspectives that expect marketized forces to lead not 

just to attendance growth, but also to sector expansion to previously under-represented 

populations.  

 A fourth important finding relates to the consistent effect of expenditures on 

fundraising salaries on the percentage of participants who come from tracts outside the 

nine-county region. In all four path models, there is a significant positive effect of the 

marketized revenue sources on expenditure for large organizationsô fundraising salaries. 

There is also a significant effect of large organizationsô fundraising salaries on the 
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percentage of participants who come from outside the region (Hypothesis 2.a.iii). Finally, 

there is a significant effect of the percentage of participants who come from tracts outside 

the nine-county region on attendance growth for each of the four models (Hypothesis 2.i). 

This finding suggests that the primary means by which attendance growth occurs is 

through large organizationsô expenditures on fundraising salaries, in addition to 

advertising and marketing expenditures as discussed in Chapter Five. Moreover, it is the 

process of reaching beyond the regional boundaries to expand the attendance baseïa 

process catalyzed in part by fundraising expendituresïthat ultimately leads to that growth. 

This is in stark contrast to the demographic expansion of attendance and the increases in 

single site attendees, none of which produce a significant impact on attendance growth.  

 After reviewing the results from the attendance models in Chapter Six and the 

attendance and membership models in Chapter Five, it is important to consider these 

findings in relationship to the theoretical conceptualization that has driven this analysis, 

the underlying methodology, and the specific hypotheses presented in Chapter Three. The 

following chapter will consider the results within this larger context, as well as discussing 

the important implications and limitations of the present study.   
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CHAPTER 7: 

DISCUSSION AND CONCLUSION 

 

Introduction  

The present analysis explores the question of what impact marketized revenues, 

defined as core and ancillary earned income revenue, foundation support, and corporate 

support, have on constituency levelsïboth attendance and membershipïas well as 

attendance demographic composition. The results of this analysis provide some level of 

support for each of the theoretical perspectives examined. There is support for 

institutional theory, resource dependency theory, and local growth agenda theory in that 

marketized revenues ultimately lead to attendance growth through increased 

organizational visibility. There is also support for the local growth agenda theory in that 

marketized revenues expanding organizationsô geographic reach without expanding their 

demographic. Finally, there is support for the crowding-out hypothesis in that marketized 

revenues maybe contributing to the erosion of organizationsô membership base. The 

theoretical implications of the analysis are discussed at length below. 

The following section reviews the specific findings from the results Chaptersï

Four, Five, and Sixïand relates these findings back to the hypotheses established in 

Chapter Three. This is followed by a discussion of the theoretical and practical 

implications of these findings for nonprofit arts and culture organizations and 

metropolitan areas/centers for cultural production. The next section focuses on the 

methodological limitations and challenges of the study. Finally, this chapterôs conclusion 

considers the current state of the nonprofit arts and culture sector, its prospects for the 

future and further opportunities for research.      
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Reviewing the Results 

 The hypotheses tested in this analysis are based on the tension between the 

nonprofit arts and culture sector as an agent for economic growth, on the one hand, and a 

philanthropic sector guarded by a dedicated cultural elite class on the other. The 

hypotheses reflect this tension within the context of increasing sector-wide marketization, 

defined as movement toward private sector practices and orientation. Considering the 

tendency of sector marketization to prioritize the growth and expansion of patronage 

through the branding and visibility of organizations, several of the hypotheses in this 

analysis test the connection between growth in marketized revenues and growth and 

expansion in organizational attendance as well as the expenditures by which this growth 

may occur. On the other hand, considering the possibility presented in the crowding-out 

hypothesis that marketization trends can potentially turn off the traditional patrons and 

ultimately lead to the diminishing of organizationsô loyal membership, another set of 

hypotheses in this analysis test the connections between growth in marketized revenues 

and declines in organizational membership by which these declines may occur. 

Marketized Revenue and Organizational Constituency 

The results from Chapter Four provide initial support for the two overarching 

assertions regarding the effect of marketization on constituency levels in the nonprofit 

arts and culture sector (See Table 7.1, Section A). Namely, with the exception of change 

in corporate support, change in marketized revenues over the period of 2005 to 2009 lead 

to statistically significant increases in organizational attendance and statistically 

significant decreases in organizational membership during that period. This provides 

compelling support for the crowding-out hypothesis. Essentially, even as marketized 
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revenues are increasing attendance levels, they are also leading to reduced member 

support. With the results from Chapter Four as its starting point, Chapter Five examined 

the organizational mechanisms, in the form of expenditures, that link marketized revenue 

shifts to attendance and membership outcomes, and Chapter Six tested whether that same 

set of organizational expenditures leads to attendance expansion or attendance growth 

only.  

Revenue and Expenditure Hypotheses Summarized 

The path analysis in Chapter Five takes the positive associations between 

marketized revenues and attendance levels as well as the negative associations between 

marketized revenues and attendance levels and tests whether certain organizational 

expenditure shifts can account for these relationships. The first set of hypotheses tested 

deal with the relationships between marketized revenues and five distinct expenditure 

variables: Advertising Expenditures, marketing expenditures, fundraising salary 

expenditures, production/exhibition expenditures, and general administrative 

salary/professional development expenditures (See Table 7.1, Section B). Because each 

of these five expenditure types are related to the visibility and reputation of organizations 

dedicated to attendance growth, the hypotheses predicted that each of the marketized 

sources, also dedicated to attendance growth, would have a positive effect on the five 

expenditure variables (Hypotheses 1.a, 1.b, 1.c, 1.d, 1.e).  

Chapter Five tests these five hypotheses for each of the four change variables 

using path analysis. It reveals no statistically significant supporting evidence of a 

connection between the marketized variables and advertising expenditures. In other 

words, increased marketized revenue does not appear to influence advertising 
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expenditure. Expenditure on fundraising salaries, on the other hand, shows the expected 

significant positive relationships for foundation and corporate support at the level of the 

path analysis. There is also an interaction effect in models that shows that the effect of 

core earned income and corporate support on fundraising salaries is significantly stronger 

for large organizations. This is strong but qualified evidence supporting hypothesis 1.c.  

The results regarding non-advertising marketing are a bit more complicated. The 

path analysis for foundation support indicates a significant positive effect between 

foundation support and non-advertising marketing. Interestingly, the path for corporate 

support indicates a significant negative effect on non-advertising marketing which is 

contrary to the hypothesized direction. Core earned income shows no effect and ancillary 

earned income shows a positive estimate that narrowly misses significance. Ultimately, 

the results testing hypothesis 1.b are mixed. The only solid support for a marketization 

effect on non-advertising marketing comes from the foundation model.  

Moving on to the effect of marketized revenue on administrative salaries and 

professional development, the direction of the estimates for the effect of each of the 

marketized revenue variables on administrative salary/professional development 

expenditure is in the expected positive direction, but the estimates narrowly miss 

significance except in the case of the foundation path model which reveals a significant 

positive effect. Essentially, there is some evidence for hypothesis 1.d, but it is primarily 

found in foundation support. The most unexpected findings resulted from testing the 

relationship between marketized revenues and production/exhibition expenditure. While 

the corporate model indicates a positive effect on production/exhibition expenditure, the 

path analyses for ancillary earned income and foundation support indicate a significant 
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negative effect on this expenditure and the core earned income model reveals a negative 

results that narrowly missed statistical significance. This evidence, directly counter to 

hypothesis 1.e indicates that, aside from corporate support, marketized revenues are not 

encouraging, and in some cases actually discouraging, expenditure on production and 

exhibition costs. The ultimate effects of this discrepancy are clear when considered 

alongside the effects of production/exhibition expenditure on constituency levels 

(discussed below).  

The final three hypotheses regarding marketized revenues and expenditures refer 

to the expected connection between administrative salaries/professional development and 

expenditures on marketing, advertising, and fundraising. These expectations, reflected in 

hypotheses 1.d.i, 1.d.ii, and 1.d.iii, are that such expenditures, associated with strategies 

of increased organizational visibility and legitimacy, would have a positive effect on the 

three marketing/fundraising variables. In fact, the only significant effect was a significant 

negative effect between administrative salaries/professional development and advertising 

that showed up in four all four marketized revenue models. While the reason for this 

negative effect is uncertain, there are two plausible explanations. First, organizations, 

working with limited resources, may reduce expenditures on advertising costs so they can 

focus more on administrative staff and development, but then we would expect to see a 

direct effect between marketized revenues and advertising. Since there is none, the 

second more plausible possibility is that organizations are increasing expenditures on 

staff with advertising and marketing skills in-house rather than paying that money 

directly to advertising costs or to outside advertising firms.    
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Constituency Growth/Decline Hypotheses Summarized 

 The second part of the path analyses depicted in Chapter Five test the 

relationships between the organizational expenditure variables and the growth or decline 

in membership and attendance (See Table 7.1, Section C). Four of the five expenditure 

variablesïadvertising, non-advertising marketing, fundraising salaries, and administrative 

salaries/professional developmentïare indicators of organizational efforts to increase 

organizational visibility and legitimacy. As such, the hypotheses reflected an expectation 

that they would have a positive effect on attendance, but through the crowding-out effect, 

they would have a negative effect on membership. The fifth expenditure variable, that of 

production/ exhibition costs, is an indicator of the core operations of the organization and 

the hypotheses reflected an expectation that this variable would have a positive effect on 

both attendance and membership. 

 Turning first to the advertising, non-advertising marketing, and fundraising salary 

expenditures, these three indicators operated according to the expected effect in the 

attendance models with one qualification. In the case of fundraising salary expenditures, 

it was revealed through interaction tests, that the positive effect on attendance levels 

occurred through large organizations. Hypothesis 2.d predicted that each of these 

expenditure variables would have a positive effect on attendance growth and each of the 

four attendance models revealed such an effect, indicating that efforts in marketing, 

advertising, and fundraising for large organizations do indeed work to grow 

organizational attendance. However, it is important to remember that there was no 

evidence of marketized revenues leading to increases in advertising expenditures and the 

evidence of marketized revenues leading to non-advertising marketing did not hold true 
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for corporate support. The strongest evidence of marketized revenues having an effect, 

through expenditures, on attendance growth comes from large organizationsô fundraising 

salary expenditures where the path models for core earned income, corporate and 

foundation support show a significant positive effect. Looking next to the effect of 

advertising, non-advertising marketing, and fundraising salary expenditures on 

membership levels, the evidence does not support the hypothesized negative effects 

(Hypothesis 3.a). It is noteworthy that neither non-advertising marketing nor fundraising 

salaries have a significant effect on membership levels. This is in strong contrast to the 

strong positive effect illustrated in the attendance models. While this does not show that 

members are being ñcrowded outò by organizational emphasis on advertising and 

marketing, it does show that these expenditures are not effective at increasing 

membership numbers. On the other hand, advertising expenditure does have a significant 

positive effect on membership levels in all four membership path models. While this 

cannot be traced back to marketization revenues, since there were no significant effects 

between marketization and advertising, it does warrant some attention as it is counter to 

the hypothesized effect. Since marketing and fundraising do not appear to increase 

membership levels, this raises the question of how advertising can be effective at doing 

so. A possible explanation is that advertising efforts and campaigns have been 

successfully targeting prospective members as well as prospective attendees.  

 The administrative salary/professional development expenditure variables show a 

trend of significant positive impact estimates on attendance and negative impact 

estimates on membership. The negative effects on membership, illustrated in the path 

models, narrowly missed the prescribed level of significance. Thus, there is statistically 
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significant support for Hypothesis 2.e, that administration/professional development has a 

positive effect on attendance levels. Although we fail to reject the null, the evidence for 

Hypothesis 3.b, that administration/professional development is negatively related to 

membership levels, narrowly missed significance at alpha = .05. This suggests that 

attendance may be buoyed by administrative and professional development, whereas 

membership may be thwarted by such a development. Since the foundation model shows 

a significant effect of foundation support on administrative salary/professional 

development, the relationship between these expenditures in particular and both 

attendance and membership levels can be traced back to marketized revenue.  

 Intriguingly, the effect of production/exhibition expenditures is essentially the 

mirror opposite of administrative salary/professional development. Looking at the 

estimated effects, the results of the path models show a significant negative effect of 

production/ exhibition expenditure on attendance and a significant positive effect of 

production/exhibition expenditure on membership levels. The expectations, reflected in 

Hypothesis 2.f and Hypothesis 3.c, were that production/exhibition expenditures would 

buoy both attendance levels and membership levels. The pattern of the estimates supports 

the relationship between production/exhibition expenditures and membership growth, but 

the evidence regarding the effect of production/exhibition expenditure on attendance 

levels is in the negative direction (counter to Hypothesis 2.f). While it is unlikely that 

expenditure on production/exhibition costs is itself deterring attendance, increases in such 

expenditures may indicate an emphasis on the core operations of organizations over other 

expenditure areas that tend to augment attendance levels.  
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 To summarize the effects of expenditures on attendance and membership growth 

versus decline, marketing, advertising, and fundraising efforts all have positive effects on 

attendance levels, while only advertising has a positive effect on membership growth. 

The important connections to marketized revenues depicted in the path analyses come 

from the significant positive effect of foundation support on non-marketing advertising, 

and fundraising expenditures for large organizations, as well as the significant positive 

effect of corporate support and core earned income on fundraising expenditures for all 

organizations. When taken together, marketing, advertising, and fundraising are more 

successful at growing attendance numbers than membership numbers and there is some 

evidence that connects these expenditures to marketized revenues. With respect to 

administrative salaries and production/exhibition expenditure, the evidence from the path 

analyses reveals a consistent pattern. Marketized revenues in all but the corporate model 

have negative effects on production/ exhibition costs. Production/exhibition costs have 

significant negative effects on attendance and significant positive effects on membership. 

On the other hand foundation support alone has a significant positive effect on 

administrative salary expenditure. Administrative salary expenditure shows a pattern of 

significant positive effects on attendance and nearly significant negative effects on 

membership. When taken together, marketized revenues tend to reduce support for 

production/exhibition expenditure; one expenditure that clearly increases membership but 

does not lead to attendance growth. In the case of foundation support, it increases support 

for administrative salary and professional development; an expenditure that may actually 

reduce membership while increasing attendance levels. While these results do not, 

through their use of expenditure variables, entirely explain the ñcrowding-outò of 
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members observed in the Chapter Four regression tables, they do emphasize that 

organizationsô attendees and members are two distinct populations and it is a mistake to 

assume that organizational prioritization, through resource distribution, will have a 

similar impact on both groups. Clearly attendance levels, unlike membership, can be 

augmented through marketing and fundraising channels. On the other hand, members, 

unlike attendees, are more receptive to enhanced production and exhibition measures.        

Attendance Expansion Hypotheses Summarized 

 While Chapter Five focuses on marketized revenues, organizational expenditures, 

and the effects on attendance and membership levels, Chapter Six focuses on the same set 

of expenditures and their effects on the distribution of attendees as well as the subsequent 

effect on overall attendance growth or decline. Specifically, these hypotheses test the 

relationships between each of the five expenditure variablesïadvertising, non-advertising 

marketing, fundraising salaries, production/exhibition costs, and administrative/ 

professional development costsïon each of the attendee distribution variablesïpercentage 

of single-site attendees, attendees from outside the region, attendees from lower income 

communities, less educated communities, non-white communities, and younger 

communities (See Table 7.1, Section D). They also test the subsequent effects of each of 

the six attendee distribution variables on the level of attendance (See Table 7.1, Section 

E). Beginning with the effects of production/exhibition effects, there was some evidence 

to support hypotheses 2.b.i, 2.b.ii, but not 2.b.iii, which predicted that putting resources 

into the core functions of organizations would serve to expand their attendance profiles to 

include under-represented demographic groups, as well as single site attendees, and those 

outside the region. Even while the overall effect on attendance was subdued, these 
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expenditures had a significant positive effect on all four demographic variables as well as 

the percentage of single site attendees. Production/exhibition expenditures did not have a 

significant effect on attendance outside the region.  

 Turning to the effects of administrative salaries/professional development 

expenditure, there was also some evidence to support hypotheses 2.c.i, but not 2.c.ii or 

2.c.iii, which predicated that putting resources into this area would serve to expand 

organizationsô attendance profiles. With respect to the demographic variables 

(Hypothesis 2.c.i) the results show a positive effect on the percentage of participants from 

non-white areas, and from lower-income and education areas, but not on the percentage 

of participants from younger neighborhoods. There also was no significant effect on the 

percentage of single-site attendees or attendees from outside the region (Hypotheses 2.c.ii 

and 2.c.iii).  

 When considering the effect of marketized revenues on broadening attendance 

profiles, there is very little evidence of a positive effect except insofar as the foundation 

model indicates a positive effect on administrative salary/professional development 

which, in turn, has an expansion effect into lower income and education communities as 

well as non-white communities. It is also apparent that this positive effect is more than 

offset by the significant negative effects of marketized revenues (in all four models) on 

production/exhibition expenditures; the one expenditure that consistently predicts 

attendance expansion. The finding that marketized revenues actually tend to detract from 

attendance expansion in this way is particularly interesting when coupled with the finding 

that the negative effects of marketized revenues on production/exhibition costs also 

connect marketized revenues to reduced membership levels. In other words, through their 
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effects on production/exhibition costs, marketized revenues serve as a drag on 

membership levels and attendance expansion.  

 Part of the explanation for why marketized revenues do not lead to attendance 

expansion can be found when considering the lack of a relationship between the 

attendance expansion variables and attendance growth. Hypotheses 2.g and 2.h predicted 

that attendance expansion into new communities and single-site attendees would have a 

positive effect on attendance growth. Contrary to the hypothesized effect, there was no 

significant effect. It stands to reason that if the primary end for marketized revenue 

sources is attendance growth, and attendance expansion does not lead to attendance 

growth, then these sources will not lead to attendance expansion.      

 Turning to the expected effects of advertising, non-advertising marketing, and 

fundraising salaries on attendance expansion, there was no support for hypothesis 2.a.i, 

that these variables would have a positive effect on the attendance demographic 

expansion variables, nor was there support for hypothesis 2.a.ii, that these variables 

would have a positive effect on the percentage of single site attendees. However, there 

was qualified support for hypothesis 2.a.iii, in that there was a significant positive effect 

of fundraising salaries on the percentage of attendees from outside the region. The 

qualification is that the significant effect involved an interaction effect between 

organization size and fundraising salary. Essentially, the effect of fundraising salary on 

attendance expansion beyond the region is driven by large organizations. To be more 

specific, both the corporate and the foundation models show a significant effect of 

corporate and foundation support on fundraising salaries for large organizations, which in 

turn has a positive effect on attendee expansion beyond the region. Interestingly, 
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expansion to attendees outside the region has a significant positive effect on attendance 

growth (Hypothesis 2.i). This series of relationships illustrates that marketized revenues, 

even while maintaining a positive relationship with attendance growth, only lead to 

attendance expansion in the sense that they reach beyond the regional boundaries to pull 

people in. Furthermore, it is the large organizations that drive this effect. The idea that 

attendance growth primarily occurs through geographic expansion rather than 

demographic expansion is evident when considering overall nonprofit arts and culture 

sector trends in the region. Map 6.3 in Chapter Six illustrates that during the period of 

2005 to 2010, attendance distribution changed very little, but when it did change, it 

showed greater percentages of attendees coming from further away. The maps from 

Chapter Six essentially show that attendance growth tends to occur in communities and 

neighborhoods that already have high rates of attendance and also, to a limited extent, 

those communities and neighborhoods that are further from arts and culture organizations 

geographically.  

 To summarize the attendance expansion effects, when it comes to the 

demographic and single site attendee expansion, any discernible effect that marketized 

revenues have is negative. Marketized revenues, in their de-emphasis on 

production/exhibition expenditures, serve as a drag on membership levels and attendance 

expansion. This is not surprising given that marketized revenues primarily support overall 

attendance growth, and neither production/exhibition expenditures nor demographic and 

single-site attendee expansion have a positive effect on growth. Furthermore, the only 

positive effect of marketized variables on attendance expansion comes from the positive 

effect of corporate and foundation support on the fundraising expenditures of large 
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organizations, which in turn, positively affect attendance expansion beyond the region, 

and ultimately attendance growth overall. This shows that, insofar as marketized 

revenues lead to attendance expansion, it is primarily through large organizations pulling 

in attendees from farther away, not from underrepresented groups.  

Practical and Theoretical Implications 

 In order to address the effect of marketization on nonprofit arts and culture sector 

constituency levels and composition, this analysis utilized four dimensions of 

marketization reflected in core earned income, ancillary earned income, foundation 

support, and corporate support, and tested their effects on membership levels, attendance 

levels, and attendance composition by way of a series of organizational expenditures 

designed to reflect the balance of organizational resource distribution and prioritization. 

Relying on resource dependency theory, institutional theory, and urban growth agenda 

theory, and their focus on the connection between marketization, and organizational 

efforts toward visibility and legitimacy, the analysis predicted a positive effect of 

marketized revenues, through organizational expenditures on both attendance levels and 

attendance expansion to traditionally under-represented groups. Relying on the crowding-

out perspective, the analysis predicted a negative effect of marketized revenues, through 

organizational expenditures, on membership levels.  

One clear finding of the analysis is that marketized revenues do tend to have a 

positive effect on attendance levels and, in the case of foundation and corporate support, 

marketing and fundraising are two primary means by which this effect occurs. This 

provides support for resource dependency theory, institutional theory, and metropolitan  
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growth agenda theory in that the need for resources affects organizational expenditures 

and prioritization in such a way as to ultimately increase organizationsô attendance size.  

The second central finding of the analysis is that the processes that lead to 

attendance growth in organizations do so primarily through increases in attendance from 

communities and neighborhoods outside the region and communities and neighborhoods 

where there are already high levels of arts and culture participation. Furthermore, this 

growth is in large part a function of large organizations that, driven by marketized 

revenue influences, are able to reach beyond the regional boundaries to pull outsiders in. 

Notably, attendance growth is not connected to attendance expansion through growth in 

single site attendees or growth in attendees from lower income, less educated, younger 

and non-white communities and neighborhoods. This finding is consistent with the 

metropolitan growth agenda perspective that marketization in organizations leads to the 

establishment of growth as the absolute bottom line. According to this perspective, if the 

pursuit of attendance diversity, attendance expansion to local underserved communities, 

or new single site-attendees does not contribute to the bottom line of attendance growth, 

then marketized revenues and those who control their flow will not encourage these 

priorities. As such, marketized revenues were found to reify the status quo by 

contributing to strong audience growth in large organizations that expands audiences 

geographically rather than demographically.  

The third central finding of the analysis deals with the crowding-out hypothesis. 

This perspective, originally applied to organizations that began to receive government 

funding, argued that such funding tends to discourage private investment. The underlying 

assumption is that the behavior of investment and donation is related to the potential 
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donorsô perceptions of organizational need and orientation. (Eckel, Grossman, & 

Johnston 2005; Herman & Rendina 2001; Steinberg 1989). More recent scholarship has 

applied the crowding-out concept to the marketization of nonprofit organizations, arguing 

that when philanthropic organizations increase their revenue through commercialized 

means, private donorship and member support may be ócrowded out.ô As discussed in 

Chapter Two, past empirical studies that test for such an effect are mixed, with some 

showing support for this effect and others showing no effect (Herman & Rendina 2001; 

Segal & Weisbrod 1998; Toepler 2001). The present analysis shows support for the 

crowding-out hypothesis with some important caveats. The regression analysis in Chapter 

Five showed a significant negative impact of three of the four marketized revenue 

sources on membership levelsïthe effect of corporate support was not significant. 

However, the results were less clear when taking into account the expenditure variables 

discussed in Chapter Six. Marketing and fundraising expenditures, both fueled by 

marketized revenues, have a positive effect on attendance as expected, but their effect on 

membership is not negative, it is non-significant. While this shows that marketing and 

fundraising expenditures do not lead to membership growth, there is no indication of 

ñcrowding-outò by way of these expenditures. Production/exhibition expenditures, which 

are negatively impacted by marketized revenues (though the effect narrowly misses 

statistically significance in the Chapter Five path models) is one mechanism where 

crowding-out seems to occur. Expenditures in this area are found to have no effect at 

best, whereas they have a positive effect on membership levels. This is a strong 

indication that membership, unlike attendance, is positively impacted by organizational 

expenditures on core exhibition and production costs, and that marketized revenues, 
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being more concerned with attendance, do not lead to expenditures in these core areas. In 

sum, the results show that membership is decreasing as a result of marketization, and this 

effect is explained, in part, by differences in organizational prioritization and orientation 

reflected in organizational expenditure allocation.       

Implications for Arts and Culture Organizations 

 These results have important implications for nonprofit arts and culture 

organizations as well as the supporters and advocates for the sector in general. It is clear 

from the present analysis that it is important for organizations to distinguish between 

attendance and membership when considering strategies and orientations for achieving 

their objectives. It is tempting to think of attendees and members as  one group, where 

casual affiliation with an organization will lead to stronger affiliation and membership 

over time. However, what the current study shows is that what is required for the pursuit 

of attendance growthði.e., marketing and fundraisingðis very different than what is 

required for the pursuit of membership growth and attendance expansion to under-

represented groupsði.e., production/exhibition expenditures.  

In a sense, these results suggest that organizations are faced with a choice 

regarding their pursuit of increased attendance versus increased membership. It is 

apparent that organizations that spread their attendance catchment area to communities 

farther outside the city and the region through marketing and branding themselves to 

appeal to those who have longer commutes are the ones whose attendance is on the rise. 

Unfortunately, for smaller organizations, there is evidence that this primarily works only 

for larger organizations that can reach farther beyond the local area to pull in outsiders. 

Because larger organizations, such as large scale museums and orchestras, are more 
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likely to have a prominent brand that reaches beyond the local area, the fiscal resources to 

incorporate visiting blockbuster shows or exhibitions, as well as the resources to market 

such events, they have much greater capability to pull in patrons from outside the region. 

If organizations instead seek to increase levels of loyal membership, dedicated support 

and under-represented groups, they need to instead focus on their core functionality by 

enhancing their productions, exhibitions, etc. This, it is argued, is where organizationsô 

long-term sustainability is derived. It was apparent that donors and members where 

central to sustaining arts and culture organizations through the worst years of the Great 

Recession. These loyal supporters increased their support during the period where the 

market dropped out. In this sense, organizations can view attendance growth as an 

immediate boon to their financial status, and member/donor support as a long-term 

investment for their future.  

The problem is that, for many organizations, this is not so much a choice as it is 

an inevitable trend. During the current period of lower rates of public funding for the arts,  

reduced endowments, foundations and corporations with increasingly market- based 

agendas, and nonprofitsô increased dependence on commercial activities, the trend toward 

marketization in the nonprofit arts and culture sector is ostensibly inevitable and 

potentially accelerating. As the present research shows, this marketization trend leads to a 

specific type of resource distribution which ultimately results in attendance growth and 

membership stagnation or loss. While this trend of marketization seems to carry with it a 

sense of inevitability, it also calls into question the long-term stability of such 

organizations in the face of future recessions. The question of whether loyal members and 
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donors will be available to support these organizations in future hard times remains an 

open one.    

Implications for Metropolitan Areas 

 The results of the present analysis also have important implications for 

metropolitan areas. In a post-industrial era where suburbanization and the lack of good 

paying jobs in a city like Philadelphia, there is great hope that the arts and culture sector 

will establish such urban areas as centers for cultural production, drawing in residents and 

visitors in large numbers, ultimately leading to the revitalization of the urban economy. 

There is some evidence that the arts and culture sector can effectively contribute to urban 

revitalization, though the effects are often overstated and many of the jobs provided in 

this sector and the hospitality sector with which it is connected are low-wage, low-skilled 

jobs. Nonetheless, the trend toward marketization of the nonprofit arts and culture sector 

and its central importance to city planners, politicians, and local foundations shows that 

these organizations are likely to play an important role in the ongoing development of 

urban economies. This suggests that the Growth Machine model discussed by Logan and 

Molotch regarding the set of powerful local players that work toward the growth and 

development of the region continues to operate in urban areas even if the coalitionôs 

composition as well as the projects that the rally behind have shifted somewhat since the 

1970s and 1980s (Logan and Molotch 1987). First, local foundations have taken a leading 

role to a much greater extent than corporations. This is evident from the analytical 

models that show much stronger relationships between foundation funding and arts and 

culture sector expenditures as compared to corporate funding. Second, growth efforts 

tend to be increasingly focused on arts and culture projects. One example of this in the 
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city of Philadelphia is the way foundations and city leaders have rallied around extensive 

projects related to the beautification and arts and cultural development of a major 

parkway in the city that targets tourists within the region and beyond. This analysis 

suggests that, to some extent, these efforts are working. The infusion of marketized 

resources into the nonprofit arts and culture sector has a positive effect on attendance 

expansion into areas beyond the region, particularly for large organizations. In this sense, 

the marketization of the sector has achieved its goal of drawing people from outside the 

region and even outside the state to spend their disposable income on arts and culture 

events, restaurants, hotels, and other amenities that the city has to offer. On the other 

hand, this trend has not drawn under-represented groups into the arts and culture sector 

and it has not led to increases in membership. Consistent with critical perspectives on 

urban growth and development, economic growth increasingly becomes the bottom line 

as the influence of marketization grows. Organizational goals of diversity and 

sustainability, on the other hand, are not enhanced or positively impacted by the process 

of marketization.  

Limitations  

 Since this analysis utilizes two secondary sources of data, there were a number of 

challenges to address. The Pennsylvania Cultural Data Project, from which the revenue 

data, expenditure data, attendance level data, and membership level data is derived, is an 

annual survey that nonprofit arts and culture organizations across Pennsylvania are 

required to fill out and submit in order to be eligible for a variety of major funding 

opportunities. These organizations comprise 85 to 95 percent of all revenue, expenditure, 

and constituent activity in the state. The remaining 5 to 15 percent consist mostly of very 
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small organizations (with total revenues of less than $20,000 annually) that do not apply 

for funding and are exempt from filing as a tax-exempt entity. In one sense, the exclusion 

of these organizations is not a substantial issue since they represent such a small 

proportion of all activity. On the other hand, it means that the present analysis should not 

be generalized to apply to these very small organizations.  

A second issue with the survey data is potential reporting error. Despite the fact 

that there are quality control measures to address incorrect or inconsistent data, the 

information is voluntarily submitted and is dependent upon the organizationsô reporting 

accuracy. Furthermore, when dealing with revenue and expenditure data in particular, 

there is some potential data volatility. When an organization puts on a large show or 

closes operations while it rebuilds, these data also can reflect inconsistencies or spikes. 

There are two ways in which this is kept in check. By looking at the trend data of each 

organization for each variable, major outliers were identified, removed, and replaced with 

an imputed data value. Since the data for each organization is available for multiple 

years, outliers are identified and smoothed by using a linear trend line that imputes the 

value based on the organizationôs available data from other years. The second way this is 

addressed is by using a consistent year for organizational revenues, expenditures, and 

constituency levels. This way, the revenue amounts for 2005 and 2009 are connected to 

the expenditures and constituency levels for the same year. Since nonprofit arts and 

culture organizations tend to operate from season to season and year to year, their 

revenue for a given fiscal year tends to be closely connected to their expenditures for that 

year. If a large exhibit or show takes place, the revenues, expenditures, and constituency 
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levels all tend to reflect that event. Maintaining a consistent year stabilizes the 

relationships between variables for both the baseline and the endpoint.  

 The second primary source of data is the Address List Cooperative initiated by the 

Greater Philadelphia Cultural Alliance. This data is used to identify the spatial 

distribution of each organizationôs attendance lists. As with the Cultural Data Project 

survey, this list tends to leave out some of the smaller organizations. There is also the 

issue of measuring data across time. Since the organizations that are included in the 

analysis are those that were both in existence and reporting data in both time points, the 

resulting number of cases is less than the total number of organizations at either time 

point. 

 The variables constructed from the Co-op List data represent another 

methodological limitation. The ideal situation, when measuring an attendeesô 

demographic composition is to have the specific characteristics for each individual or 

household. Currently, the only method for establishing this at the individual level 

matches marketing database reports to address listings and applies racial and ethnic 

categorizations based on the etymology of surnames. This technique is fraught with 

biases and not very effective. The alternative used in the present study was to conduct a 

spatial analysis of each organizationsô attendees, identifying their home census tracts and 

to conduct a demographic analysis of each of the tracts in the four-state area around the 

region. A spatial analysis cannot prove that the demographic composition of attendees is 

shifting, but shifts in the spatial location of attendee serves as a proxy for demographic 

shifts. For instance, if an organization begins to pull its attendees increasingly from 

neighborhoods containing higher proportions of non-white residents, it is not certain that 
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the new attendees are non-white, but it is evidence that this may be the case. It is 

particularly strong evidence when looking at organizationsô attendance distribution, that 

if they are pulling in patrons from many neighborhoods with a specific demographic 

profile, their patronage is shifting toward the demographic characteristics of those 

neighborhoods.   

 There are likely to be additional variables that would increase the explanatory 

power of the path models. The current analysis is limited by available data as well as the 

series of model configurations that are constructed and tested. The ability to conduct 

primary data collection on organizations and to test additional model configurations 

would likely increase the sophistication and explanatory power of the models herein.  

 Finally, regarding the organizations and their categorizations, the present analysis 

looked at performing arts organizations and museums/visual arts organizations. It also 

divided organizations into large and small organizations by revenue amounts. Because 

the population of nonprofit arts and culture organizations in the region is not sufficiently 

large to carry out separate models for each organizational type, and because incorporating 

additional organizations from other metropolitan areas would reduce the regional 

applicability of the modelsô results, these organizational types do not each have their own 

unique set of sub-models. Based on the consistency of the various organizational types in 

their contribution to the overall model, it worked quite well run the models with the 

inclusion of all organizations utilizing appropriate controls and interaction tests for the 

organizational typologies. 
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Conclusion 

 The current study establishes that martketized revenues are related to attendance 

growth and membership decline. It also establishes that attendance growth occurs 

primarily through drawing more participation from areas already heavily engaged in the 

sector as well as communities and neighborhoods from outside the region. While it takes 

some steps in the direction of identifying the mechanisms by which ñcrowding-outò 

occurs, there is a need for additional studies to build off of this work to establish more 

clearly how and why this effect occurs.  

 Furthermore, the distinction between attendees and members needs to be more 

fully understood. Based on the current analysis, it is clear that these are two distinct 

groups in some respects, and that organizational strategies and expenditure allocation will 

not impact both groups in the same way. Through continuing quantitative analysis as well 

as qualitative interviewing, it may be possible to establish some of these differences with 

greater specificity. It is also important to determine more specifics about why members 

decide to withdraw their support when organizational marketization occurs. It is unclear 

whether this is a conscious act of rebellion against the organizations and their new 

priorities, a loss of interest in those organizations, or a perception that marketized 

organizations no longer require such support to remain fiscally viable. Such questions 

may be addressed by talking specifically with prospective members, existing members, 

and ex-members of various organizations. 

 While the present research indicates that attendees and members are two very 

different groups in their responses to organizational expenditure priorities and 

orientation, there remains an open question regarding how attendees may potentially 
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become members at some future point. In other words, while efforts to increase 

attendance levels did not lead to increases in membership in these data, there may be 

specific actions organizations can take to make those attendees more likely to become 

loyal supporters at some future time. While the current research suggests that 

organizations may be best served in this area by continuing to balance marketing 

expenditures with core production and exhibition expenditures, a survey of current 

attendees and members would provide a more comprehensive understanding of the 

relationship and continuity between these two groups. Such a survey would also allow 

researchers and organizations to determine more details about organizationsô attendees, 

including how often they attend, their specific motivations for attendance, membership, 

and/or donation, and how they perceive organizationsô orientation to the marketplace, the 

metropolitan area, and the arts and culture sector. Ideally, such a survey of attendees 

should be supplemented with interviews with corporate, foundation, and non-profit arts 

and culture organization leaders and administrators to determine their specific 

motivations for investment, their take on the organizational requirements related to the 

marketization in the field, and their reaction to the findings of the present study. 

 The current study utilized data from organizations in the Philadelphia 

Metropolitan Area. It is a somewhat open question as to whether the findings from this 

analysis can be applied to other metropolitan areas. Certainly not metropolitan areas 

across the United States have the same capacity to establish the arts and culture sector as 

a central component of their tourist and recreation economies in an effort at urban and 

regional revitalization. While every urban area has a unique set of circumstances, the 

Philadelphia region may be sufficiently similar to other large metropolitan areasï
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particularly those with a burgeoning arts and culture sceneïto consider these findings 

relevant in many other contexts. Smaller urban areas and/or those with fewer arts and 

culture organizations and arts and culture resources may have a different set of 

relationships between foundations, corporations, the arts and culture sector and the city or 

town council. Because the Cultural Data Project is currently operating in a variety of 

states across the country, future studies should incorporate data from other metropolitan 

areas to corroborate whether these findings apply elsewhere. 

 The issue of the role of nonprofit arts and culture organizations in metropolitan 

areas is only going to grow in importance throughout the foreseeable future as 

metropolitan areas continue to define themselves as centers of cultural production and 

seek to utilize these organizations as economic growth stimuli. It is also likely that the 

trend of marketization in the nonprofit arts and culture sector will continue. There are 

strong feelings on all sides about the relative positives and negatives of these trends. 

There are important questions to be asked about the integrity and autonomy of arts and 

culture organizations, the cultural elite gatekeepers of these organizations, the 

sustainability of growth in these organizations, the relative benefit for traditionally 

underrepresented populations, and the tendency for the financial rewards to go to the 

largest, most established organizations. The present analysis provides some initial insight 

into this important and shifting sector, but future analyses will inevitably need to push 

further into these questions in order to determine the ongoing dynamics of the sector, 

their implications, and the potential for crafting the sectorôs future direction and role in 

the metropolitan arena. It is through addressing these questions and responding 

accordingly that organizations, arts and culture constituents, metropolitan areas, arts 
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advocates, and all those who hold a stake in the sector can hope to determine the optimal 

path forward.      
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