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ABSTRACT

Marketizing the Arts:
The Effect of Marketized Revenues on Constituency Size and Composition
Jason A. Martin
Temple University2013
Doctoral Advisory Committee Chair: DRavid Elesh

Thenonprofit arts and culture sector in the United States is uniqueatesitin
tension between its ndbr-profit status and its growing role as a catalyst for regional
economic growth. Since the m&D" century, for metropolitan areas in particular, thes
organizations have become an integral part of local economies and visible symbols of
regiors asrobust cultural center3heir growth is increasingly viewed as a significant
contribution to regional economic development. But concomitant with their newly
defined roles as regional feconomic engine
al so are increasingly pressed to adopt a
audiences and funders. This dissertation isegstigation intchow these chages have
shaped the organizational structures and processes of the sketguiding inquiryof
thisreseatc i s h ow amnarket anientateta sierd tihe sector i s af
organizational operations (especially expenditures), and ultimatelyctratituenes
More specifically, this analysis explores the effects of marketization, defined here as
dependence on earned income, agemdmted local corporate sponsorship, and
outcomesbhased foundation support, on organizational expenditures antitwensy
levels and composition.

The present research assesses the relative utility of three organizational growth

theorie$ resource dependency theory, institutional theory, and urban growth agenda

theoion t he one handoutaon dh stqintet difiesdnandwinl i n g



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 organizaltias#ility and legitimacy,

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

constituency growth. On the other hand, the crowdughypothesis, though it retains a

focus on revenue sources, suggests that revenue framcatirces 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 notfor-profit or philanthropic orientation, thee b y fi couotwod ipnogt ent i al m €

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 (patidy constituency composition). The
current research hypothesizes that marketized revenues will ultimately lead to audience
growth and expansion whikmultaneouslyeading to stagnation or decline in
membership.

This study focuses on museums and pering 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 B&troject of the Pew Charitable Trusts, and
audience data collected-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 @aues on organizational expenditures, and

ultimately, on constituency composition.



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 atténddsce
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 attendanesizet o ul t

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 neigiolols
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 th
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-aitendees does not contribute to thedyott
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 crowdinigperspective.

This analysis shows some degree of supportictowdingout 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 alloaati

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



organizations inevitably face the task of balancing their goals and missibrtsiev

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 servitcensiot

arts and culture organizations. Finally, the trend of greater marketization may encourage
organi zational growth even whi-forgrofitt i ncr ea

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

The nonprofit arts and culture sector in the United Statesgsiei situated in
tension between a nédr-profit orientationon the one hand and an economic orientation
on the other. The organizations that comprise this sector from museums to theatres to
historical sites haveaditionallybeen considered the beaef public goods maintaining
the ability to contribute to the soci al an
quality of life. More recently, especially since the raid century, policy makers,
economic leaders, as well as many of the amtscalture organizations themselves, have
begun to emphasize and encourage both the direéhdineict economic benefits of a
healthy nonprofit arts and culture sector. For metropolitan areas in particular, these
organizations have become an integral pathe local economy and visible symbols of
the region as a robust cultural center (Heilbrun & Gray 2001; Scott 2004).

Duringthistimeoh onpr of it art s anndreasingledconomie or g a |
and cultural symbolic relevance in metropolitan aréda numbersas well as the
numbers oparticipants and attendees, have been growing at a steady rate. The
persistent growth over the past half century, alongside the pressures and expectations that
come fromtheirn ewl v defined oobems cagngeéegiesnal waec :
investigation into the accompanying underlying organizational dynamics. More
specifically, the guiding inquiry underlying this research is how an increased economic or
Amar ket orientationo i n b&ffectsonganimagonad f i t art s

operations (especially expenditures), and ultimately, gagnons or constituency



Marketized Revenues

The idea that the nonprofit sector in
is part ofan ongoing discussigoand ondhat 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, anthore rapidly over the past twenty years, away from its traditional
insulation from and market forces. While support fromgbeernment and private
donorshave facilitated this insulation, shifts in funding have arguably initiated a general
trend toward anarket orientation (DiMaggio 2000; Dimaggio 1986a; Froelich 1999;
Shockley 2002; Weisbrod 1998). In order to establish the precise research questions
directing the following analysis, this analytakes as the central indicator of an
or gani z at orientabom therextenkte which its revenues derive from a
competitive marketplaceSpecifically, the overall shift toward a market orientation can
be conceptualized by considering three trends in financial support for the sector. First, an
increase in antributions 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, androad 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 eangties, there was a
precipitous dropn federal supporBy the start of the Great Recession in 20@8gefal
support, in real dollars, hatill not returned to the earlyineties levels.Thesame period

sawarts and culture organizatiomereasingly relyon earned inconiégncome frequently



unrelated taheir missiors (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 locallybased entities and corporations with a growth agenda seeking to

Amar ket 0 stolpmwspective teugstspresidents, and corporations (Judd &

Fainstein 1999; Logan & Molotch 1987; Squires 2003kdrhtically,theincreasing

marketzation can béramed as a rising dependenceeamned income, foundation

support, and local and corporate sponsorship. The present analysis will refesrtoes

fromt hese funding sources as fAmarketized rev
The Tension

Having established the geaémeaning and context for market orientation or
Amar keti zat i on, dlyestablish the context of this analysBotiab br i e
scientific perspectives on organizations that analyze the trend toward market orientation
in the nonprofit arts andulture 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 congtisuenc
(attendeessubscribers, nmbers, and donors) (Dimaggio 1986a; Weisbrod 1998).

The pesent research explores the tension between resource depeheaengy t
institutional theory, wurban growth-agenda
oubt hypot hesi s on fitsthheee metsgedives tend to tbcus oh the s e
potential constituent growth associated with marketized reveRessurce dependency
theory and institutionahte or y f ocus on or @andlhez eedifoons d e n\

resources and economic sustainapiljAlexander 1996; Powell & DiMaggio 1991). As



a compément to resource dependency theory and institutibealy, urbargrowth
agendatheorgnal yzes external influences on orgal
the local growth and developmenteagla.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 andolotch 1987; Scott 2004). On the other

hand, the crowdingut 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 & Rendinal2@&gal & Weisbrod 1998).

The diversity othese theoretical perspectives indicdbed there is neither
agreement nor conclusive empirical evidence concerning the manner in which economic
inputs (particularly those tied to marketization) affect orgaronal outcomes
(particularly constituency composition) and points to the utility ofghesent study on
the impact of marketization.

Theincreased market orientation in the sector is alternately credited with
strengthening the sector by broadening amepeéning itattendance basand blamed for
endangering the traditional sources of support. On one bant scholars and
policymakers arguethath e mar ket 6 s i nfl uence on nonpr of
organizations may serve as a catalyst for increasiranaational visibility and
legitimacy, spurring growth in public access, organizational professionalization, and
production quality. On the other harstyme assert thatraarket orientation maglienate
membersandonorsi f 1t compr o mimssoss otr lyerovaiga it on s 6

potential longterm support



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 age upon is how these influences affect organizational expenditures,
and ultimatelythe compositions adrganizatios 6onstituenes. These are the research
guestionsf this dissertation.

Research Question

Guided by resource dependency and institutidmeory,urban growth agenda
theory, and thecrowdingout hypothesis, this research analyzes the effect of market
oriented economic inputs (or marketization) on organizational expenditures and
organizational constituency.

Nonprofit arts and culture orgamations 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 thiatteed to specific marketriven motives. As discussed
above, this refers specificallylodaly revenue
basedcorporate sources, and foundation ggaihe research questiondisided into
three main parts. First, witrespetto organizational priorities and resource allocation
this research examines the impact ofketized input©n organizational expenditures.
Specifically, it examines the effect on expenditures related to organizational visibility and
legitimacysuch as administrative salaries and professional developadsetrtising,
marketing,and fundraising. It also examines the effect on production/exhibition
expenditures, which are related to the core functions of organizefieosnd, with

respect to orgazational constituency, this research asks how marketized inputs through



their effects on expenditures impactt t endees 6 spati al di stri
composition, andange of participationlhird, this research asks how marketized inputs,
through tleir effect on organizational expenditurgspacto r g a n i attertdancerarsd 6
membership leveldt is in this questiothat the tension between the crowdmgg

hypothesis and the other theoretical perspectivesamined

In applying these resedrsub-questions, this analysis differentiates betwien
organizational subdivisions that are likely to interact with the variables in the analysis.
They are organizainal sizeand organizational subsector (performing arts versusl
artsmuseums).

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 organizationapendituresconstituencyevels, and audience
composiion.

Organization of the Dissertation

The current analysis addresses the research question througtemthiranalysis

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

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

but

chapters, and a discussion of the analysis

as future directions for ongoing research.
Chapter Two contains an analysis of the pertinent literature doplteof
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



address the questions of organizational revenues, expenditures, stitdienoy
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 sourcesst The fir
i s survey data from the Pew Charitable Tru
Cultural Data Project collects data on revenues, expenditures and other organizational
characteristics for nonprofit arts and culture organizations across thefstate
Pennsylvania. The CDP isedfrequently 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 ProjEzy. 2
The dissertation also utilizes arts and cultural participant household data derived from the
Philadelphia Cultural List Cooperative (€Qp List), an initiative coordinated by the
Greater Philadelphia Cultural Alliance and processed by Targeting iReSGtoup
(TRG Arts). Data from the GOp 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 dependertbgory, and urban growth theories by revealing a positive
connection between marketized revenues and growth in attendance levels. It also
provides support for the crowdiraut Hypothesis by revealing a negative connection

between marketized revenues anehmbership levels.



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 origawaizatechanisms
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 organizatioategtes,
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 attendapeeson 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 itsiérahan into communities
containing individuals traditionallyundere pr esent ed i n arts and
constituencies.

Finally, Chapter Seven discusses the implications of these findings for the
theoretical perspectives driving the presamtlysis 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 e&rch 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



dependency theory, and local growth agenda theory imtadtetized 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 pgrittaough expanding their
geographic reach, and without expanding or
traditionally undetrepresented among nonprofit arts and culture patrons. Third, there is
support for the crowdingut hypothesis in that marketized/emues tend to divert

resources away from the core functions of the organizations, ultimately leading to the
erosion of organizationsd membership base.
new questions as it answers, it furthers understanding oéldtenship between

organizational revenue, expenditure, and constituency.



CHAPTER 2:
LITERATURE REVIEW

Introduction

The following chapter is a review of the relevant theoretical perspectives and
empirical research on the nonptafrts and culture sector utilized by the present study to
address the question of the effect of marketized revémutge form of core earned
income, ancillary earned income, foundation support, and corporate Support
organizational expenditures, attiance 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 ofmarket 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 crowdiridhypothesis to addressing the
reseatch 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 framewovksl] as
empirical research focusing on these funding sources in the sector, to the research
guestion. The current research explores whether marketized revenues lead to the overall
growth of organizationsd const iahduederci e s,
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 nonpofit arts and culture sector occupies a unique position within the
American metropolis. There is a precarious and-shéting balance between thet for
profit and economic focus of nonprofit arts and culture organizations inextricably tied to
the roleof increased marketization in the sector. Despite the tendency for arts and culture
organi zations to occupy the nonprofit real
relatively small portion of their revenue from charitable giving. In many cases, these
organizations producievast majority of their revenue through other means, including
earned income, corporate sponsorships, and competitive foundation grants.

However, onprofit ars and culture organizations are not perceagdther
philanthropicsectors. There istansion between arts and culture orgatians as
philanthropies versus angines of economic growtkhich tends to have a number of
tangible components and effects. For instance, research has shown that corporate giving
to the arts ad 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
corpad ati on (O6Hagan & Darvey 2000) . However,
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 sed 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 etiagtion, it is altogether fitting to
consider the potential impact on service to and support from the cultural elite.

Yetpredi ctions of the broadening, or fnde
and culture sector can be traced throughout U.SrlgisAccording to Paul DiMaggio
and Michael Useem in their 1978 article on cultural democracy, Alexis de Tocqueville
Apredicted the democratization of Dboth the
United States became mor 4978bal79). Desgite thiDi Ma g g i
prediction, the arts and culture sector remained almost exclusively occupied by the
cultural elite through the first half of the ®2@entury (DiMaggio and Useem 1978b;
Tocqueville 1835).

The perception of those controlling apalrticipating 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 |imit the gener
maintaining the exclusivitgand elitism associated with arts and culture activities, events,
and venues (DiMaggio &seem 1978a). If anything is likely to disrupt this historic
imbalance of involvement and participation in arts and culture organizations, it is the
marketization trenslthat have pushed strongly toward organizational visibility, broader

appeal, and constituency expansion.
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Marketization in Context

To better understand the potential effects of marketizatighepriorities,
resource allocation, and constituency cosipon of organizations withithe nonprofit
arts and culture sector in the United States, one must take into account its historical
context and progression. I n ASocial Struct
of the United diotamuesetbastive b&dreenatts abdichtareinstitutions
have historically maintained to shield themselves from market forces has gradually been
disintegrating since the mi20" century. He gives several explanations for this shift.

First, whereas the elusive cultural elite typically bonded through kinship teasd

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 (b political and economic). Second, the rise of an increasingly culture
savvy, college educated, upper middiss has increased tiemand for cultural

resources. And third, the rise in financial support from foundations and corporations,
prompted in lage 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, Aarts tru
expansion in the number of arts orgaticzas 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
highc ul t ur e an d iMaggib 2080t 49). Tdus iarks anadl cu(tue 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 expansioasmhe drastic increase in arts funding between
the 1950s and the 1980s (AnheSefloepler 1998). DiMaggio explains,

i Bpport from independent foundat®grew from about $12.6 million

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

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

nearly $400 million by the mid980s. By 1988, federal assistaince

virtually non-existent before 196i stood at more than $160 million, while

state government subsidies amodrtte about $300 millio.(DiMaggio

2000, 50)

DiMaggio argues that this dramatic increase in funding and support for the arts
brought with it boththeincreased relevance of arts and culture for the general population,
and increased relevance of marla@tes (DiMaggio 1986a; DiMaggio 1986b; DiMaggio
2000).

This rapid growth in overall funding slowed substantiallyhe 1990s primarily
due to theprecipitous drop in federal funding for the arts in 184 resulted from
conservative groups placing psese 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 obsceneaddition, the severe recession beginning in 2008
caused support from a nuntlad 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 promirmece 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 thee econonies. 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 avenue#n the wake of the drop in fundirigpm traditional sources of support
for the ats, such as endowments and public funds, organizational administrators in the
nonprofit arts and culture sector arguably have increased incetatiseek financial
support through earned income and sources such as corporations and foundations who
have somathing tangible to gain from supporting the sector.
Theoretical Framework

Two theoretical frameworkgarticularlyd resource dependency theory and
institutional theorg arewell suitedto understanthg hownonprofit arts and culture
organizationgope withtheir multiplicity of funding sources and history iofsulation
from market forces. Both theoritso c us on or gani zationsodo ext et
surrounding environment or fAfieldodo as well
general pringle put forth by resource dependeniegdry is that to understand hand
why an organization behavésdoes one must follow the supply of resources. For
instance, when the nonprofit reattavelopanarketized evenue streams, ihay be
required to meetisibility, attendancexpansion, or other obligations to both draw
support and satisfy supportéRfeffer 1981). Institutionahieory, in a similar fashion,
focuses on resources and external factors, but also places a great deal of emphasis on
organizatm s 6 pr omi nence, | egitimacy, and profes
DiMaggio 1991).

As a compément to resource dependency theory and institutibealy, the
present analysis incorporates an urban sociological perspective to take into #teount
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 actotecgboli
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 ipaargieie to
overlapping interests based in regional growth and development. As a combined force,
referred to by John Logan and Harvey Mol ot
often collaborate to lend support to urban projects that seek to enharece sesd r egi on o
image and attractiveness to potential residents, tourists, and consumers. While such
growth projects oftegenteron residential development, they also tend to focus on the
arts and culture sector within a region. Accogdia this perspects; as with resource
dependency and institution&ldory, 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 GroM#thine. 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 warthe 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.tThee o goinmos @ssertion
that organizational inputs hagestrong impact on organizational visibility and legitimacy
is thar 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 witha fouth, thecrowdingout hypothesis. While the first three frameworks tend
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to emphasize the positive correlations between resource acquisition, general visibility,
and perceived legitimacy, tleeowdingout 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 initiallgcpipd
crowdingout hypothesigo situations where government spending presumably leads to
declines in pvate investment, it has since been applied to situations where
commercialization trends in nonprofit orga
out o0 more committed support appliehinsaveraldonor s
studiesthe hypothsis tests whether the rise of marketized revenues potentialstéead
Ssubstitution effect where organizationso i
cause donorship and/or membership to stagnate aiHekel, 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 organizatiofatel effects of marketized revenues, including
foundation support, ancillary and core earned income, and corporate slippsH.
economic inputsire taken t@onnect nonprofit arts and culture organizations to market
forces and ultimately have an impact organizational expenditures, constituency
composition, and growth or declineattendancand membership levels. The following
discussion, employing these theoretical perspectives, addresses the trend of

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

The increased reliance on earned income is the most obvious andeddtemced
indicator of marketization in the nonprofit arts and culture sector. Over the last several
de@des, 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 th#te infusion of market forces wikads tosector growth and
constituacy expansion while otheshow evidence that earned income dependieack
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 &
Perlmuter 1991; Gainer & Padanyi 2002; Herman & Rendina 2001; Hughes & Luksetich
2004; Segal & Weisbrod 1998; Toepler 2001).

Research grounded in resource dependency theory and institutieo tocuses
primarily on the relationship between the commerciabradf nonprofit organizations
and the push for visibility and legitimacy. A study by Brenda Gainer and Paulette
Padanyi found aausal connectiobetweermmarket orientatiomnd growth in reputation
(Gainer & Padanyi 2002). As organizations develop grekeendence on earned
income in particular, the importance of their presence as a prominent, legitimate, and
widely visible institution grows. As with fgprofit institutions, they now need to compete
within the market for the disposable income of thoskisg recreation and
entertainment. Thus, it is generally argued that reliance on earned income will prompt
efforts to broadein meaning to reach beyond the cultural elite clagsdeepern
meaning to increase participation among existing arts and egéairons and to extend

i meaning to expand participation levels beyond the reigibe attendance bas@ne
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primary way this expansion is carried out is through increased expenditures on marketing
and advertisingWhile an early study of the effect @bmmercial activities on arts and

culture organization®undan increase in spending on marketing personnel (DiMaggio
1986¢) subsequent empirical reseatws been more ambiguoWghile some research

on nonprofit organizationsbservedgositive relationkips, other research saw

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 correlatidinet ween earned i ncome and organ
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 operateore like forprofit 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 admington 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 expantheg@ttendancéase 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 commuriggitenacy and increase

organizational efficiency, and the production and/or exhibition, to draw in navpgr
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and communicate legitimagpiMaggio 1986¢ Froelich 1999; Gainer & Paayi 2002;
Gronbjerg 1998
The notion that dependence on fees for serand admissions would actually
lead to greater access is somewhat cotintaitive in the sense that such dependence has
the potential to drive prices up, thereby limiting access to nonprofit arts and culture
organizations. Howevetrthis does not appeo be arobstacle to accesat least for the
lower income individuals who are already patronizing arts and culture organizétions.
recent study of performing arts organizations found that adjusting admipsioes did
not dscourage lowincome attendace, 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 earnec¢@me may signal a departure from previous consumption
patterns which heavily favored the culturally educated elite. While it is well established
that the arts and culturattendance bases beei br oadeni ngo in the se
proportions of youngefess educated, lower income, rehites have increaseder the
last few decades, researchers have yet to tie this trend specifically to the increase in
marketized revenugsDi Maggi o 2000; Kim,, Cheng & OO6Lea
While mwch of the research groundedresource dependency theory and
institutional heory emphasizes the broadening constituency base associated with
organi zational actions that intend to incr
(Massarsky & Beinhacker 2002; Gainer & Padanyi 2@B2¢rowdingout hypothesis
raises questions about this association. In its original iteraticrdkelingout

hypothesis postulated by economia$sertedhat government funding of an organization

20



or endeavor may discourage private support or investmehne same endeavtirat

would otherwise occuiThe 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 froomsather source (Steinberg

1989)Subsequent research on nonprofit organizations has applietdingout

hypothesis to the relationship between commercialized income (usually referring to

earned income) and donor or membership support. The hypothdsis application

suggests that while dependence on commerciateszhue sources may result in strides
toward increased visibility public legitim
when it comes to ongoing donand member support. The egfaion isthat

organi zationsd revenue sources may be jeop
a businesdike approach calls into question their need for support above and beyond what

is obtained through their commercial ventures, as well astlaeroigz at i on6s Al eqg]
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 & Rari01). 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, &mdhanity organizations (Segal &

Weisbrod 1998). While substantiation of trewdingout hypothesis requires additional

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

marketized inputs such as those derived fromeghmcome and foundations, work to

broaden public exposure to nonprofit arts and culture organizations, they may
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simultaneously work to reduce organization
donors and/or members.

This discussion also highlightise 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 belaged to depth of commitmerA partial exception is
Richard Petersonds discussion ofwhthhe cul tu
begins to delve into the tension between p
breadth of commitment (Petersb892). 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 earnedome. 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 i s
important to degrmine if certain revenue and expenditure patterns lead to greater
numbers of single site attendees (univores) and/or greater numbers efitaudtiendees
(omnivores). The widely held assumptievhich some research has called into question,
is that theprocess 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 leadlésge
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attendees and if so, whether or not marketizedmees 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. Resedralsosuggests 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 pacity 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 discasion 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 ratese 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 d 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 earnedni ncome
the dollars that go into sustaining ancillary activities are those that do not directly
advance the organizationds core programmat

There are important implications that may accompany a shift toward dependence

on earned income. Dependencesanned 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 reinventthemsels as commer ci ali zed desti:
consumption, they open themselves to the same pitfalls thimrtpeofit service
economy experiences during an economic downturn. While it is true that economic inputs
all across the spectrum will decseaduring an economic downturn, government funding
hasbeen moreonsistent suppothanearned income (Froelich 1999). Though analyses
of nonprofit orgarzations hae yielded some ambiguoussults, one study of nonprofit
organizations by Wolfgang Bielfig¢lsuggests that dependence on eammazme
increases an organizations finansialnerability. Bielfield finds that earned income
revenue is volatile and more subject to market trends and consumer trends than other
revenues such as donations, ongoing diation support, and endowment capital
(Bielfield 1992). This suggests théespite the allure of earned income ventures during
times of fiscal crisis, these funding streams may turn out to be a volatile andesimort
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 establssk@dng nofprofit sectori or
At hi r di frenewhictoargeat deal of support for the arts has always originated. In
recent years, especially since the +igntieth century, foundation support for the
nonprofit arts and culture sector has been errige. 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 supptvever, fnancial support
increasingly brings withitasetofpxe ct ati ons and &édbottom | ine:
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 initiaéis that produce visibility and narontroversial
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 therevd ence i s primarily through cit
DiMaggio and Richard Peterson cite empirical evidence that institutional grants tend to
be dedicated to expanding and broadenin@ttemdancéase (DiMaggio 1986a;
Peterson 1986).

The literature ddressing the effect of institutional support in general, and
foundation support in particular, on the nonprofit arts and culture sector is strongly
influenced ly resource dependency and institutiom&dry. As such, it tends to
emphasize the demands tfaindations 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 thatareinceasi ngly similar to those in the
dependency on these resources tends to dictate their behavior, including expenditure
patterns and general goa#ss noted earlier,ane scholars have argued that foundation
support, in ppmoting greater visibility, enhanced reputation, as well as larger and
broaderattendance bas@snong their grantees, ultimately proingtthe long sought

fdemocrati zati ono of arts and culture reso
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Alexis de Toqueville. 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 pgamomse an 0
The first is through fAthe | ogic of accesso

institutional supporters of an organization, especially foundations, generally expect their
grantees to broaden publ i c.Divagge explaiis,o0 t he o
Aal most all institutional patrons encour ag
public they serve and, to some extent, take audiexggansior{emphasis added) as
evidence of organizati onal sikilitycltmatelg 6 ( Di Mag
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 Athe 1 ogic of al.dnstitutionabsbppdrtiendgto ( Di M
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 initiativesgttendanceuotas 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 advertisingp cr eased expenditure on

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 empiricahoection 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 APIi ctures at an ExhibumsoandCohél Dcsphag
She notes that foundation support is assoc
exhibitions that are designed to maximize the visibility of an exhibit and its supporters,
and to appeal to the broadest posssgtieof potentiapatrongAlexander 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 thegien 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 thand®e 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 wisgilit
most apparent in the realm of foundation support, it is also evident in the recent
devel opments within corporate sponsorship.
capitalism, 0 where corporations itatoosus on i
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 consateesd of self
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interest, Aventure capitalismo refers to t
maximizing the corporate benefit for investment and sponsorship. Consequently,
corporations may seek a more active and deliberate role in the stratedjyeatidn 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; Use&mitiger 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 clearlgrefer sources of income that provide therthvanaximum
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 éxtsromements 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 théetp 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 betweenlifug agents, supporters, and attendees. As
with the effect of earned income dependencyctiogvdingout hypothesis offers some
insight on this issue. #\applied to the commercialization within the arts and culture
sector thecrowdingouthypothesiggene al | y refers to a Asubstit

commercialized revenues such as earned income, lead to the stagnation nroérosio
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support from more committguhtrons (i.e. members and donors). The present research
seeks to extend this hypothesis to incltieerise 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 sam
dependence i.e, increased legitimacy, sibility, broader appeabttendancgrowth, etc.
it i s plausible that increased foundati on
organizational membership.

T h erowdingoutd hypot hesis as tested in the pr
implicationsfor 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 shorterm in nature than the lortgrm commitment and support from donors and
membersFoundations and corporations tend to prioritize stesrh 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 andhitiatives. Membership revenue and donor support on the other hand, tends
to be longer term and stable and tends to support theregertant 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
organi zations6 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 region&lesaas theyhave
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 brandinggbbogioods,
communities, and even entire metropolitan areas as cultural centers and tourist
destinations has often coincided with strong pllaased support from regional players
(corporations, foundations, local government entities, etc.) This riseahdopport,
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 Amposadmisimmthe t he
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 groagfenda 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 povidrforce, 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 onetronassider more specifically what local
governmentsgorporationsand foundations hope to achieve by contributing resources to
the regional nonprofit arts and culture sector.

Organizations in the nonprofit arts and culture sector, unlike maery s¢tabrs,

inevitably maintairclose linkages to their physical locat®ihis 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 tamtekich they

reside, they are a prime resource for anyone with a vested interest in a specifiaregion
contrast t@ for exampl® the major motion picture or retail industriwberethe
consideration of location and regional branding as a potential uspat outside

investment would not be as important.

For reasons stated above, in the case of the nonartsfiand culture sector, there
is an intimate connection between the organizations and their regional setting. Unlike a
commodity that is a matefiproduct that can be exported to locations across the world,
arts and culture resources and experieacesargelytied to the physical locati@of the
experienceor artifacs themselvegScott 2004). While the production and exportation of
performancenedia 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 institutiqresticularly those with higher
profiles, is evident in their tendency to become regional symbols, tied to their physical
locations as cultural mainstaged physical anchofScott 2004)This makes arts and
culture assets particularly attractive resosri@e urban revitalization through branding
spaces and locations in the ciys an example, the neighborhood around the
Phil adel phia Museum of Art is casually ref
The ongoing development of this neighborhood iid@elphia 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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Phil adel phi ads Avenue of tLlbertiersedion,theOl d Ci t
Benjamin Franklin Parkway has garnered the attention of local political and civic leaders
interested in promoting the growth and dev
city in an effort to draw in tourists and suburbasiseeking recreation and entertainment
as well as students and young people seeking a place to live, work, and attend school.
The staying poweand branding potentialf arts and cultureesources and organizations
undoubtedly has an influence when pradjwe funderswithin aregion 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, tregronal 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 sab$ial 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 2004eigtand 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 Unit&tatesThis makeghe arts and culture sectan immediate ally to
any individuas or organization with a vested interested in regional development and
growth. While a single institution or orga
econonic, or political interests, researchers have demonstrated organizations also often

contribute to collective efforts particularly those that deal with regional growth and
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development. It is within this context that urban centers are relying more heatigio
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
decisionmaking 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 projectsorling to their model, the
primary players tend to be politicians, utility companies, and the media. They also
include a |list of fAauxiliary playerso incl
expositions, professional sports, organized labor;esgiioyed professional and small
retailers, and corporate capitalistso (Log
t hey argue, that stand to benefit the most
A central element to the Growth Machine, as described lgah@and Molotch, is
the i mportance of the filocal . o6 Growth Mach
economic growth and development of a specific region. It is these local interests that

provide a point of convergence for the Growth Machine memars.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 mayateawleesrom afar, the arts
and culture sector has clearly maintained its ties@aegion. 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 Machimeodel 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 retall
chain owning stores all across the countrly have less interest in the politics and
growth agenda of thepecificlocalities wherein its subsidiaries are locat&d the trend
of corporate consolidation nationally and globally continues unabated, the presence of
locally based corporations growsasce. 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 MuseumfoArt 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 regi@anfield & Wilson 1963;
Friedland & Palrer 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 regiorigrowth 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 ofterfyudlowaprofit
organizations that lead the coalition promoting the project. In a similar fashion to
organizational level marketing and advertising which attemapégtract expanding

crowdsand those from an increasingly wider radius, local growth progeeterally 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

regi onal pl ayers dedi cat ed ontmvewsial gr&tho wt h Pr
project in the Philadel phia area involving
collection from the suburbs to a downtown tourist destination was led by a coalition of
powerful nonprofit organizations. (Anderson 2003; Bernd.e2Q05). In a similar

example, the New Jersey Performing Arts Center in Newark, New Jersey served to not
only | ead the way in bringing cultural eve
economic devel opment act ohe caatiof dthe Netmork2 0 0 3,
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, Wiagtdn provides serves as yet

another example of nonprofit leadership in regional development projects. More than
merely distributing funds, the CCA fnoffers
campaigns and hel ps pr q25%08)tAs suehrthissnongrofio ups o (
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 emeggioalition 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 thaa duxiliary 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 centialitiye 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, pupbticy leaders, and the public as a
part of a system that fAallows the market t
1987, 85). In other words, this type of growth is purported to distribute the benefits and
resources associated with urban developreetite general public through broader public
access and direct response to public preference. This is a particularly important aspect of
the growth ideology in that iIs used to pro
solution to urban blight and uned@ecess 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 primarilpw 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 ahthose from the working class with lower incomes and less
educationl Ki m, Cheng & Th@reserd research 3 Sitdajed in the larger

debate regarding whether or not the enhancement of the nonprofit arts and culture sector
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will ultimately leadto 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 developm#re oégion carries
with it a tension that plays out in the nonprofit arts and culture s€xathe one hand, it
is reasonable to expect that support for the development of a strong nonprofit arts and
culture sector will encourage the visibility, accouniity, and professionalization among
sector organizations that inevitably leads to growing constituencies and, ideally, to
broader public access and support. On the other handany researchers and advocates
have suggestethe motivatingorcesbehindlocal investment in tharts seekko market
andenhance the r egi tamsiosming mapgst arts and cukuret i al | vy
organizations intancreasinglycommercialized institutions. As with earned income
dependence and foundation support, theeeasncern that utilizing nonprofit arts and
culture organizations as a central marketing element of a region may transform their
image fromnot-for-profit public resourcedp corporate moneynakers thereby
jeopardizing the extremely important membersing 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 tmaections 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 ressyslay 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 playersle/ignoring the longerm 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 artsauiire organizations are
encouraged to offer an aggressively marketedppokaged tourist experience that
entices consumers to the region and produces maximum profitability. Furthermore, as
more organizations shift to a highly marketed style, thosanmgtions 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 seuoty increase their visibility to a
broader public, it does so only for those organizations that can both afford to and choose
to Abuy ino to a tourist orientation. Denn
orientation t hi s atihe shain spaWdeeffectaoinurb@ngosirisrmisto t h
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/g people opportunities for entertainment and officially
sanctioned funodo (Judd and Fainstein 1999,
resources dedicated to marketing and organizational image. Additionally, it may
transform the appearance addntity 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 des 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 takendanceomposition of these organizations? And
third, how dos dependency on these inputs ultimately affecattendancand
membership base of the organizations? These are the empirical inquiries that this research
will seek to answer.

By addressing these three sgiestions, this analysis tests whether thedtren
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 crowainghypothesis 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 underepresented 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 rathérasan
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 isitieze loyal
members and donors, and how organizations?©o
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, marayother

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 domwntDuring 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 duimmgs 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-gtrontfinancial
survival, even if it potentially changes the face of the organization thereby riskirg 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 tireeways that an institution may choose to mazienhis input: 1jhrough
increasing rates. 2hroughincreasing participatigror 3) through bothOne may expect
that organizations will attempt to carry out both of these strategies, when possible, for
increasing theiearned income revenue (Heilbr&nGray 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 motireofganizations to create a brelaased
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appeal to the regional population through institutional image management as well as
aggressive and faeaching marketing and advertising initiatives.

Whether discussing the influence of recession, the local gramd 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 operati@mherganizational
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 severahtele
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 definitens afd 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 contestadwhe field.

The first distinction is between two primary arts and culture categorizations as
defined byth&cr eat er Phi |l adel phia Cul twural Al lian
categorizationsThis system divides organizations into general categoriesasuch
theaters, museums, historic sites, concertsatavell as into more specific sub
categorieslt is important to consider relevaghistinctions since revenue streams and
supporting activities are often specific to certain industry subsectors. ¢agbhef the

present research, museums and visual arts organizations are classified as one distinct
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metacategory and performing arts organizations are classified as a second meta
category. Making such distinctions is particularly important since reseascshiown 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 remn.

One specific potentially relevant difference between organizations in the
museums and visual arts category versus the performing arts category is related to
organi zationsd degree of symbolic connect.i
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
Scottds typology to differentiat e-babedt we en
versus the performing arts as less plbaased. 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 thehathey
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 tavatious

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 distindtiau 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 thi¢harts 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 wigllevterall 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 loyaktendancéase or intolte 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-pwofit organizations from
philanthropic or nonprofit organizationdistorically, there exists a firmly engrained
distinction between feprofit and nonprofit organizations within the realm of arts and
cultural production. However, the strength of this distinction is frequently called into
guestion. Particularly in recepgars, 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 amtain viability on terms similar to their private counterparts.

Despite these similarities, f@rofit and nonprofit organizations maintain vastly different
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organizational structures and purposes (Weisbrod 1998). For the purposes of this study,
the analgis 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 tharoegtions 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 composiasnwell 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 pegation 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 beg@poradic attendance at an arts and culture
organization, it is related to concern for the community, and active involvement in other
arenas (Walker, SceMlalnyk, & Sherwood 2002). The connection between cultural
capital and civic engagement is of pautar 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 afée Greater Philadelphia
Cultural Alliancer el easadc i Reseo Acti on: Pat hways to
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 Culturalliance 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 sociahtapi
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 viceayéBourdieu 1986;
Lizardo 2006; Putnam 2000; Shockley 2002; Walker, Sdathyk, & Sherwood 2002).

Furthermore, changes in the organizational structure of nonprofits brought about
by marketization have strong implications for the future of theaadsculture 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 suppdhifts 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 adl\as a contributor to the social and

cultural capital of those living in and around the region. On the other hand, if the intricate

45



balances in the sector are thrown into turmoil, it could take a sector full of valuable
resources and monetize them, thgrabtually 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 generakagret 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 seéletoe is also a great deal of
discussion about how shifts in organizational focus and operations may impact the
organi zationsd constituency composition.

Some literature focuses on the potential expansive effect of marketization,
whereby organizationg@pushed to reach past the cultural elite and into previously
untapped segments of the population to maintairssesifaining costs as well as
legitimacy in the eyes of fundeMl/ithin these perspectives, there is some question,
primarily on behalf of théocal growth agenda theorists, as to whether audience growth
will necessarily lead to audiene&pansiorto new segments of the population. Another
set ofliteratureentirelyfocuses on the potential organizational level shifts that can
potentially discou age or @ cr awddgotemtiaiimémbers and letagrh
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 caistituency expansion that may result from marketization, the other focuses on

the potential coriguency contraction. Furthermore, empirical studies focusing on the
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expansive effect of marketization as well as those focusing on the creauting
hypothesidoth show mixed results, with some supporting and some contradicting the
perspectivesThe present empirically tessboth perspectives revealing that each has its
own merit and each is given some degree of empirical support. The result is a study that
bothintegrates and expounds upon resource dependency theory, institinemrg] t

urban gowth agenda theory, and tbewdingout hypothesis.

Specifically, his analysigexaminesffect of marketized inputs, in the form of
earned income, foundation supp@nd local institutional support, on organizational
operations (specifically expenditures) and constitierdls as well as audience
composition.This ultimately addresses the trend of marketization in the sector and the
resulting increased audience éévwith simultaneous membership decline. It also takes
on the issue of martketized revenues leading to audience growth without simultaneous
expansion to undeepresented populatioriBhe analysis further takes on the question of
how these main effects maacross 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 marketizatiors iretice
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 effectéohar ket i zedd r event
T core earned income, ancillary earned income, foundatippast, and corporate support
T on organizational characterissj the variables for the present analysis can be broken
into four categories. These four categories are shifts in organizational revenues, shifts in
organizational expenditures, shiftsatiendance compositioapecifically the spatial
distribution and caracteristics of tharts and culture participaiiend shifts in
attendancand membership levels. Attendance levels and membership levéieare
primary dependent variables since the foremost goal of the analysis is to determine the
relationship betweerevenue shifts and constituency levels. Since it is central to the
present research to distinguish between membership levetgtandancéevels as
uniquely related to organizational behavior, they are separated in to two distinct models.
The two concepial models, both of which include brief descriptions of
operationalization, illustrate the hypothesized relationships between shifts in
organizational revenues, expenditures and constituatieynflancand membership
respectively. The present researchvidies attendance and membership into two distinct
models for practical reasons discussed beldvese models, presentedrigure 3.1 and
Figure 3.2jndicate both the hypothesized direction of each relationshipvaether the
expected effect is positive negative When the hypothesized effect is negative, it is
notedin the modelWhen not specifically labeled, the hypothesized effect is positive.
The two models are structured alike except that in the case att¢inelancenodel, there

areattendanceomposition variables based on the spatial distribution chtleadee$or
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each

only whether it is declining or increasing, but also whether or not the distribution of the

organi zati on.

T h uattendeesthe andlysis tasta soe

attendeess changing to include areas with underrepresented olotahindividuals.

Employing the use of structural equatmnpathmodeling, 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

Organization
Size (by Revenue)

Earned Income (core
activities) (T2-T1)

Earned Income (ancilliary
activities) (T2-T1)

/ marketing Exp. (T2-T1)

Advertising
Exp.(T2-T1)

Non-advertising

Fundraising
Salaries (T2-T1)

Foundational Support
(T2-T1)

Corporate
Support (T2-T1)

Pct Outside Region (T2-T1)

/

Administrative Salary and

Professional Dev.Exp. (T2-T1)

Organization
Meta-Type

Production and
Exhibition Exp.(T2-T1)

Total Paid Attendance (T2-T1)

Pct Non-white (T2-T1)

Pct Lower Income (T2-T1)

Pct Less Education (T2-T1)

Pct Younger (T2-T1)

Pct Single Site (T2-T1)

Both conceptal models begin with marketized revenue shiftsh@sprimary

independent variables Si nc e

earned income (core activities), earned income (ancillary activities), foundation support,

each
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and corporateupporti is treated as facet of marketization and yet sufficiently
independent of each of the otmesarketization indicator warrar their separate
considerationthe testing of each withke place in its own moddh other words the four
dimensions of marketization will be operationalized in four distinct models for each of
the two primary dependent variablesténdancend membeshipchangé. Therefore the
results section of the present analysis will ultimately reflect the construction of eight path
models: four that pertain tttendancgrowth or decline and four that pertain to
membership growth or decline. Since marketizaisoime overarching yet multaceted
concept being measure by each of the four revenue indicators, the hypothesized effects
are consistent for each of the four path models that refleettér@danceoncept model

as well as each of the four path modett tleflect 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, arec@ecied

effect is consistent across the four dimensions oketa@ation, each measure will be

tested separately.

The first set of relationships pictured in both #teendancend membership
models(starting from the lefttonnects the concept of marketized revenues to
organizational expenditures. The concept motetak expenditures into three
categores They are administration salaries and professional development, marketing and
advertising, and production and exhibition expenditures. Each of these three expenditure
categories are considered primary methodsnitneasing 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 hypothesietdionship between marketization and

each of these three expenditure categorizations is positive. While administrative salaries
and professionalization expenditures as well as production and exhibition expenditures
areeachoperationalized by a singlariable, the category of marketing and advertising is
broken into three distinct variables. These are advertising expendituresgvenising

marketing expenditures, and expenditures on fundraising salaries.

Figure 3.2: Conceptual Model Predicting Charin Membership Levels

Organization
Size (by Revenue)

Advertising
Earned Income (core Exp.(T2-T1)
activities) (T2-T1)

Non-advertising
marketing Exp. (T2-T1)

Earned Income (ancilliary — %
activities) (T2-T1) Fundraising
Salaries (T2-T1)

\

9
%,
%

Foundational Support

(T2-T1) N
Total Membership (T2-T1)
“ega\'\\le
Corporate Administrative Salary and

Support (T2-T1) Professional Dev.Exp. (T2-T1)

Organization
Meta-Type

Production and
Exhibition Exp.(T2-T1)

Turning to the differences between the two concept modelaitdredancenodel,
Figure 3.1, considers the potential effects of each of the expenditure variables on
attendanceomposition by examining the changes in the spdisatibution of
or gani atendeestmesnémbership model, on the other hand, does not include the

composiion variables because the household level data for memshaos available, nor
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would the numbers of members for each organization be laoymgleno make accurate
conclusions. Regarding tla¢tendancenodel, based on the theorized expectation that
marketized revenues encourage broader visibility, greater legitimacy, ang#resiex

of patronage througimarketing and advertising exp#tures,as well as &cus on
organizational administration and professional development, and production/exhibition
expenditures, the expected relationships between expenditures and organizational
attendanceomposition is one where not only is the oveatitndacesize expected to
increase, but the demographic composition ofditendance base expected to expand

into previously underrepresented groups, the number of arts and culture newcomers is
expected to rise, and the catchment area for attendees isegkfzemcrease. The
demographic composition attendeess estimated by focusing on the percentage of
attendeesor each organization coming from areas with greater percentages of nonwhites,
areas with lower levels of education and income, and areagyovitiger 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 a atterslanalistinlg. Theuvhlidity of this or ga n i
measure is based on the assumption that newcomers to arts and culture organizations
usually start at one organizatiora s 6 u ni iand @atrens Wwho are regular attendees
tend to be listed as attendees for additionalaard culture organization8n increase in
catchment area i s measur e atteydeesimoeome #gomc ent a g
outside the regional area (defined hereirhasiine county Philadelphia region

Pennsyrania and New Jersey (see Map)3.1

52



Map 3.1: Metropolitan Philadelphia Area, Nine County Region

Bucks County

Montgomery County

Chester County

Delaware County

Burlington County

Gloucester County

Finally, to focus on the primary difference betweenatiendancenodel and
membership model, the effect of shifts in the expenditure variables, driven by marketized
revenues, isexpectedt be very di f f eattendanchbase aseaomgased i z at i
to their membership base. Specifically, paid attendance is expected to be positively
affected by each of the expenditure variables irattendancenodel. Turning to the
membership modelhé 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 organizati ons @owdiegolleypothdsisasitl evel s

applies to shifts towardommercialization 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 membehg level are hypothesized to be negative.
Data

In order to address thgy/potheticaklaims, detailed below, this analysis usee
sepaate sources of data. The first source of data comes from the Greater Philadelphia
Cultural Alliance, an arts and cute 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 Alliancarehousehold level arts and culture participation data
from the Philadelphia Cultural List Cooperative, initiated by the Greateaid&dhia
Cultural Alliance. The cap listconsists of a compilation of patrons (including members,
subscribers, and attdees) 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 Philadelpla 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 imdiuals who participate in arts and culture
organizations. While the list of participants does not come from an exhaustive list of

organizations in the Philadelphia regiordaies provideparticipant information fronthe
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majority of nonprofit arts and dwire organizations in the region who have paid
attendance. The 146 organizations represented in tbp kst account for approximately
80 to 90 percent of all nonprofit arts and culture revenue, expenditure, and attendance in
the region (Greater Philagiélia 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 eop list are those whose gross revenue is under $25,000 per
year. The cap list has been used in previous research to draw conclusions about arts and
cultureattendanceharacteristics 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
organi zationsd system, -bpthereaswmtagitimbefonato upl o
two years between when the patron data is initially collected and when it shawthep
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) operbhtethe 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 thewaal portfolio is required for
organizations who wish to apply to much of the foundation and state funding that is
available. It has beeronducted annually Pennsylvania since 2004 and contains data
for 292 organizations in the museums/visual artspartbrming arts metaategories in

the fivecounty PA portion of the Philadelphia metropolitan atésing all available
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PACDP data,lte present analysis focuses on 292 organizations that comprise 85 to 90
percent of all performing arts/visual arts reverempenditure, and attendance in the

region The distribution of these organizations across the five county arealyi
represented in Map 3.Zhe Cultural Data Project survey asks a variégoonomic

input and output questiors well as other desptive characteristefroma nearly

exhaustive list of organizations across the state of Pennsylvania. This survey provides a
detailed description of financial support, donations, endowments, revenue sources,
expendituresattendance levels, membershepels, as well aa great deal of nen

financial data (se@Appendix Afor 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 Adince 2012; Pennsylvania Cultural Data Project
2012) Whil e the Cultural Data Project began
caused its adoption by several other states across the cdumsrgnalysis utilizes

survey data from all five years, bpiimarily from 2005 (time one) and 2009 (time two).
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Map 3.2

Location of Arts and Culture
Nonprofits by Type of
Organization, 2008

Source: The Greater Philadelphia
Cultural Alliance, 2008.

® Museums, Visual Arts,
Historic and Scientific

Community Arts and
Education

9 X Performing Arts

® Other, Support, and

——— Senatorial Districts Non-Disclosed

The analysis of organizational participation in this study focuses on involvement
in organizations within the fiveounty, Pennsylvania portion of the Rldielphia region
(see Map 3L for a map of the region)This study focuses specificallyn the rise of
marketization withimonprofitarts and culture organizatiohecause it is the nonprofit
portion of the sector that makes up the core cultural appeal so many are lookingeto as th
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 markebased model of operation. Thus, it is these organizations that will most

effectively test they hypotheses at hand.
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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, ttaidhal Taxonomy of Exempt Entities
(NTEE), has created subategores ofnonprofit organizations bad on their major
function. See Table 3fbr the broad organizational categories as designated by the
NTEE. This classification system includes a categdion 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 ader to address the within secdifferences in organizational mission and
operations,he analysis uses the Greater Philadelphia Cultural Alliance-cagtgories
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

l. Arts, Culture, and Humanities: A

Il. Education: B

. Environment and Animals: C, D

V. Health: E, F, G, H

V. Human Services: |, J, K, L, M, N, O, P
VI. International, Foreign Affairs: Q

VII. Puwblic, Societal Benefit: R, S, T, U, V, W
VIII. Religion Related: X

IX. Mutual/Membership Benefit: Y

X. Unknown, Unclassified: Z

Hypotheses
Revenue an&xpenditure Hypotheses
The hypotheses in the present analysis are divided into three sectiefisdiothe

three esearch questions discussed in Chaptex. @he first set of hypotheses addresses
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the relationship between marketized revenues and organizational expenditures.
Specifically, each of the four bernelpteddo o f
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, wheleesultsof past esearch
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 visibgitich as marketing and\attisingi
of organizations as well as measures that seek to directlylegatto the quality and
reputationof productions and or exhibits.

As discussed in the section on foundation grants, dependence ontimunda
revenues aracreasingly accompardeby 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 costsarketirg 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 thissaas 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 empitist is unprecedented, it is
reasonable to hypothesize that foundation amgdarate support, the vast majority of

which is found in the same region as the organizations themseflldse accompanied
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by a vested interest in the visibility and legitimadyhe supported organizations,
reflected in spending on professionalization, production costgketing and advertising
In order to test the presence afausal relationship between the variables in the
model it is important to analyze whether or ti@ 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 wWesy shift
over the period of 2005 to 201As such, d 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 an&xpenditure Hyptheses

a. Anincrease in marketized revenues between 2005 and 2009 will have a
positive impact on the change in advertising expenditures between 2005
and 2009.

b. Anincrease in marketized revenues between 2005 and 2009 will have a
positive impact on the chaagn nonadvertising marketing expenditures
between 2005 and 2009.

c. Anincrease 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. Anincrease in marketizagvenues 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. Anincrease in expenditures on administrative personnel and
professional developmenetween 2005 and 2009 will have a
positive impact on the change in advertising expenditures between
2005 and 20089.

li. Anincrease in expenditures on administrative personnel and
professional development between 2005 and 2009 will have a
positive impact on thehange in noradvertising 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 expenditure

between 2005 and 2009.

e. Anincrease 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 hypothesgmplies only to thattendancenodel since it

pertains to identifying the effects of expenditureatiendanceomposition. These same
tests cannot be performed on the subset of
organizational membership numbers are notlalbls 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 adistration salaries and dessionalization on
attendance expansion. The attendamgension that is hypothesized is a broadening
demographic trend that includes increases in the percentage of attendees coming from
neighborhoods with higher concentraasf nonwhites, those with less education, lower
incomes, and younger individuals. It also includes an increase in the percentage of single
site attendeesince a rise in this percentage tends to indicate a rise in new attendees as
well as an increase 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 withat demographic expansion, singlie 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 hypothdsstedréhrough
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theuseofa anal ysis of the spati al di stribut
attendeesThrough the identification of census tract locagiand associated
demographic characteristicsigihesearch identiésattendee 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 thettendance levelst is evident that broadening thdendance bade
new, often underrepresented, groups and tiwichaals outside the regioare twomeans
by whichattendancgrowth 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, requasetiorganizational to seakendance
growth through expansion. If expenditures for the purpose of increasing visibility and
legitimacy are successful, it will both grow and broaderattendance baskading to
greater demographic diversity, higher gaté single site attendeéand broader
geographic coverage.
2) Constituency Expansion Hypotheses
a. Marketing, Advertising, and Fundraising Expenditure Effects
I. An increase in advertising, na@dvertising marketing, and
fundraising salary expenditures betwed05 and 2009 will have a

positive impact on the change in demographic diver&iynd in
theattendancdistings from 2006 to 2011.

! Single site attendees refer to attendehs are only found on the attendance list of one regional cultural
institution. This variable is meant to reflect the degree of attendance growthd#htraditional arts and
culture crowd.

2 Demographic diversity refers four variable components. The firsttie percentagef attendees for
each organization from tracts with a greater percentagerefvhites than the overall percentage for the
Philadelphia Metropolitan Statistical Aredhe second is the percentage of attendees for each organization

on

from tracts with a greater percentage of individual

for the Philadelphia MSA. The third ike 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, n@udvertising marketing, and
fundraising salary expenditures between 2005 and 2009avié a
positive impact on the change in percentage of single site attendees
ithose whose households only appe:
attendee list found in theattendancdistings from 2006 to 2011.

iii. An increase in advertising, n@udvertising marketig, 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 Philadelphiaianeeluding
Bucks, Chester, Delaware, Montgomery, and Philadelghiates
in Pennsylvania, as well as Burlington, Camden, Gloucester, and
Salem counties in New Jerseyound in theattendancdistings
from 2006 to 2011.

b. ProductioExhibition Expenditure Effects

I. Anincrease in production and exhibition expenditureg/éen
2005 and 2009 will have a positive impact on the change in
demographic diversity found in tlaétendancdstings from 2006
to 2011.

ii. An increase in production and exhibition expenditures between
2005 and 2009 will have a positive impact on the chamge
percentage of single site attendédsose whose households only
appear on one or gafoundziretheattendadce at t e
listings from 2006 to 2011.

iii. Anincrease in production and exhibition expenditures between
2005 and 2009 will havepositive impact on the change in
percentage of attendees from households outside the nine county
Philadelphia area including Bucks, Chester, Delaware,
Montgomery, and Philadelphia counties in Pennsylvania, as well as
Burlington, Camden, Gloucester, analé&Sn counties in New
Jerseyi found in theattendancdistings from 2006 to 2011.

fourth is the percentage of attendees for each organization from tracts with a ngedibatas lower than
the media age for the Philadelphia MSA.

% Because the cop list used fomttendancéistings reflects the attendance households over the previous
two years, this analysis builds in a one to two year lag so the data reflecteat@ofhlist matches the
timing of the data reflected in the Cultural Data Project survey.

63



c. Administrative Salary and Professional Development Effects
I. An increase in administrative salary and professional development
expenditures between 2005 and 2009 will hapesative impact
on the change in demographic diversity found inatlendance
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 ingrcentage of single site attendédhose whose
households only appear oinfoumdne or g
in theattendancdistings from 2006 to 2011.
iii. Anincrease in administrative salary and professional development
expenditures between 2008062009 will have a positive impact
on the change in percentage of attendees from households outside
the nine county Philadelphia areancluding Bucks, Chester,
Delaware, Montgomery, and Philadelphia counties in
Pennsylvania, as well as Burlington, Camgd&loucester, and
Salem counties in New Jerseyound in theattendancdistings
from 2006 to 2011.
Constituency Growth Hypotheses
Turning to the third set of hypotheses, the stark contrast betweatighdance
model and membership model now emergjas.here that the models ultimately test the
overarching questions of the present analysis. Namely, do marketized revenues lead to an
overall gr owt h iatendancegirabers, doantaikeatized révenpes leat to
an overall declineinorganza ons 6 member shi p numbers, and
could contribute to both trends simultaneo@s$tpcusing first on the question of
attendancgrowth, the present research hypothesizes that dueitddates on visibility
and legitimacy ands subquent effects on organizational expenditures, organizations

will not only become broaden their attendance base, buivdlgxperience overall

growth. Specifically, Attendanc&rowth Hypotheses
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d. Anincrease in advertising, nadvertising marketing,ral fundraising
salary expenditures between 2005 and 2009 will have a positive impact on
paidattendancgrowth reflected in the Cultural Data Project survey from
2005 to 20009.

e. Anincrease in production and exhibition expenditures between 2005 and
2009 wil have a positive impact on paatkendancgrowth 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
attendancegrowth reflected in the Cultural Data Project survey from 2005
to 2009.

g. Anincrease in demographic diversity (see footnote five) found in the 2006
and 201lattendancéistings, will have a positive impact on paid
attendancgrowth reflected in ta Cultural Data Project survey from 2005
and 2009.

h. An increase in the percentage of single site attendees found in the 2006
and 201lattendancéstings, will have a positive impact on paid
attendancgrowth reflected in the Cultural Data Project surfreyn 2005
and 2009.

i. Anincrease in the percentage of attendees from outside the nine county
Philadelphia region found in the 2006 and 2@ft&ndancdstings, will
have a positive impact on paattendancgrowth reflected in the Cultural
Data Project swey from 2005 and 2009.

Shifting to the question of membership size, the present research tests the
crowdingout hypothesis as it pertains to the effect of marketized revenues on member
support. The hypothesized relationships within the membershipl sugigest that
marketized revenues, through their effects on organizational expenditures, ultimately lead
to acrowdingout effect regarding organizational membership. The postulation is that as
organizations depend increasingly on marketized supportrasdng 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 decrelesets of membership. As
discussed in the literature reviesome research has testeddt@vdingout hypothesis
as it relates to the relationship of earned income dependence and committed support with
mixed results. The present research is an unpre@etierpansion 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 inteediary 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 reflectiof market forces to warrant a test of their effect on
organizational expenditures and ultimately membership andagieinidanc@umbers.
The postulation that organizational membership will decrease as a result of revenue and
expenditure effects is reflecten the hypotheses below.
3) MembershipCrowdingout Hypotheses
a. An increase in advertising, n@dvertising marketing, and fundraising
salary expenditures between 2005 and 2009 will have a negative impact
on membership numbers reflected in the Cultural Patgect survey from
2005 to 20009.
b. Anincrease in production and exhibition expenditures betwe@h &0d
2009 will have a positivenpact on membership numbers reflected in the
Cultural Data Project survey from 2005 to 2009.
c. Anincrease in administratvsalary 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 20009.
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Organizational Categories

Based on the theoretical perspeesiabove, the existence of marketizgulits
tendstobe el ated to an organizationdés visibilidt
publicized events. Consequently, it is expected that organizations with larger budgets are
in a better positionotattract 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 betweenring the period of 2005 to 2009. Because nonprofit
organzations tend to fall into a bnodal distributionthey ae divided into small and
large categories based on #iesolute value ofther gani zat i onrs2009t ot all r
Consistent with categaations established by the Greater Philadelphia Cultural Alliance,
organizations with an annual revenue stream of over $300,000 are considerethiarge.
categorical variable igsed as a control by testing its effect on each of the four
marketized revereichange 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 artsudiude sector:
museums/isual arts and performingtarinstitutions. Using the metategorizations of
nonprofit arts and culture organizations established by the Greater Philadelphia Cultural
Alliance, the present analysis focuses on the museums arad arts organizations meta
category as one classification and the performing arts-ca¢¢gory as another
classification. The literature suggests that different aspects of arts and culture will have

varying degrees of connectedness to the region in vithiglocated (Scott 2004)
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museums andisual arts organizations teta maintain a stronger connection to the
region as compared to performing arts institutiasshe latteoftenproduce sdahatthe
showmay be reproduced in a very similar way in otvemues across the country.
Therefore, museums and w& arts organizations maintain advantagevhen seeking
marketized revenues that foaus emphasizing and enhancing the regional
di stinctiveness of a specific, o6l ocal, d ar
Operationalization
Independent and Dependent VariaBles

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 attendarccenambership. See FiguBel
and Figure 3.2or 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 addresdbe iiterature. In the
present analysis it is operationalized as
attendance according to the Pennsylvania Cultural Data Project survey. Membership, on
the other hand, represents stronger commitment to organizations aften thought to
insure their longerm sustainability. Membership levels are operationalized using

organi zationsd reported per annum tot al me

* The attendance growth variable along with the revenue and expenditure change variables derived from the
Cultural Data Project survey have frequency distributioitis 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 surveyor both attendance and membership, tlaghk variable between
2005 and 2009 is calculated by subtracting the 2005 figure from the 2009 figure for each
organization.

The primary independérariables in this analysis apeoken into three
categories. They are organizational revenues, orgamazatgpenditures, 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 asfidigon-adjusted
difference in reported dollar support dexdl from ancillary activitiégswvhich includes any
revenue derived from necore activities such as méandise and concessions sales
between 2005 and 2009. Second, change in core earned incosne@agy is
operationalized as the inflatieadjusted difference in reported dollar suppatived
from core activitiesincluding admissions, tickesales, program enroliment, étc.
between 2005 and 2009. Third, change in foundation contribution is opalated as
theinflation-adjusteddifference in reported dollar support derived from foundations
between 2005 and 2009. Fourth, the extent of corporate support is operationalized as the
inflation-adjustedifference in reported dollar support derived froomporate
sponsorship between 2005 and 2609.

There are five independent variables representing organizational expenditures.
The first three variables fall under the general category of marketing expenditures. They

are, first, thanflation-adjustedifference in reported expenditure on advertising between

® Organization revenues andpport 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, timflation-adjusteddifference in reported expenditure on non
advertising marketing between 2005 and 2009, and thirdhfladon-adjusteddifference
in reported expendituren fundraising salaries between 2005 and 2009. The fourth
expenditure variable is theflation-adjusteddifference in reported expenditure on
administrative salaries and professional development between 2005 and 2009. The fifth
expenditure variable is theflation-adjusteddifference in reported expenditure on
production and exhibition costs between 2005 and 2009.

The independent variables representaittgndanceomposition include four
demographic indicators, a variable measuring sisggeattendare; 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. Theopdist, provided thwugh the Greater
Philadelphia Cultural Alliance, provides a listing of all households are listed as patrons
one of the 146 cop member organizations. It lists the household address as well as the
specific organizational affiliation. Using ArcMap Versiod, 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 coordinatessel heint 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 aggeel to the organizational and

®The PA Cultural Data Project surveymdnpofit arts and culture institutions asks organizations to
itemize their expenses by a number of different categorédsding markding and advertising
administrative salaries, public relations and professional develap@ndproduction and exhibitionosts.
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tract level revealing the percentage of patnonsehold for each organization that fall

into the various tracts across the four states. Separate analyses were run for the 2006 list
(reflecting 20042005attendance baseard the 2011 list (reflecting 2002010

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 onf#éo that arts and cultural participants tend to be
older, white, middle and upper income individuals with higher levels of education
relative to surrounding populatioBiMaggio and Useem; 1978a; Kim, Cheng &

OO0 L e a r)yin tBe(pi@sént study, whiledldata 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 charastis using the 2006 to 2009 fiyear
estimates from the U.S. Census Bureauos
is able to relate the spatial profile of each arts and culture organization to the
demographic profile of the regio8incethe st d y 6 s drte and culturie s

organizations within the Philadelphia Metropolitan Statistical Areah@selinenumbers

for each demographic variable are the overall regional véaiube case of age and
household incomehe analysis compares the medialue for each census tract in the

four state ared Pennsylvania, New Jersey, Delaware, and Maryiatodthe median age
and household income for the region overall. Looking to the arts and culture household
locations, the analysis uses the percentdgétendee 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 demograpisicifts (or lack thereof)n the case of education,
the present analysis compares each tract in the four state #reeaegionoverall on the
percentage of i ndi vi du &lltsctswre tdividedurto theseBa c h e |
above or below the ovall regional percentage. The analysis utilizes the percentage of
households, for each organization, | ocated
compared to the overall regional value. As with age and income, the difference in the
education percentagestween 2006 and 2011 reveals underlying demographic shifts (or
lack thereof) for each organizatidfinally, thepresent analysis compares each tract in
the four state area to the region overall onpeentage of nonwhite individualll
tracts are vided 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 newhites compared to the overall regional value. The difference in the
percentag 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 whetheach 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 otheratt@ndanceomposition
variables are change in the percentage of sisiggeattendance drchange in the
percentage of attendees from outside the region. Ssitgl@attendance reflects the
culturalfunivoredbas di scussed in Richard Petersonods

organization is drawing in new members outside the typical arts atogecatowd, it is
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expected that this will be reflected in higher rates of siageattendees. 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 analysdekermining, for each
organi zation, which affiliated househol ds
affiliated household. This is calculated for both the 2006 and 2011 lists and then
difference between the two time points is calculated for ea@nization. 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 fmuiside of those tracts. The
percentage of attendees from outside the region is calculated for both the 2006 and 2011
attendancésts for each organization. The difference between the two percentages is then
calculated to determine whether or not orgations 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 anakysised
as exogrous variables in the path analysSise first categorization, as discussed above,
is organizational size based on total reve
revenue for 2009 is greater than 300,000 dollars, it is categorized as a largeatiaya
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 mor&olidtedyv

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 discussedaimorganization type. Using the
metacategories 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 postulatiomatimuseums/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 revemyuits is taken into account.

Analysis

The present analysis utilizes data from the above sources to establish the
guantitative variables reflecting the concepts discussed above. Through correlation
analysis, ordinary least squares regression, andstaliequation 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, ®sf 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@eepresent a oA@me occurrence or are
likely to represent a trend that can be generalized beyond this time interval. The analysis
applies a conservative twailed significance test throughout with an alpha level of .05,

meaning that if an estimateaghes 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 predgsis
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 chamgabership 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 exoepdf 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 ad a®the variables reflecting singgée
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 simrkationships 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

regon 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.
RESULTSO MARKETIZED REVENUES AND ORGANIZATIONAL
CONSTITUENCIES
Introduction

While it is not difficult to find general agreement within the literature from
several fields that the nonprofit secto general, and the nonprofit arts and culture sector
in particular,have for some time been moviteyvard a markebased model, there is a
wide array of opiniongboutthe fallout of such a trend (DiMaggio 2000; Dimaggio
19864a; Froelich 1999; Shocklep@2; Weisbrod 1998). It is the goal of this chapter to
uncover the first layer of the organizational dynamiesivedto shed light on the
impacs of this shift

As discussed earlier, the nonprofit arts and culture sector is generally defined
broadly eough to include arts education institutions as well as policy advocates, film
studios, publishers, etelowever, br simplicity, and in consistency with much of the
literature on this topic, the present analysis limits its scope to performing artdiossitu
and museums/visual aiitsstitutions. As discussed in Chapter Twlwe classification into
performing arts and museums/visual arts organizati®ois consistent with the meta
categorizations established by the Greater Philadelphia Cultural Alliance

This dhapter 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 cultureisegja
a basis for the analysiBe 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.el,@dua
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attendance and annual numbers of mempéfe hapter begins withan overview of

revenue and constituency levels over the period from 2005 tq 2@@®essing the two

guestions that are at the center of this analysis: first, are increasecfavaldketized

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 azatigarsi over a fouor

five year period? After examining tlmswers tdhese questionsere, Chapters Five and

Six will use structural equation models to elaborate on the complexities and intervening

mechanisms at play in the overall relationships betweegnues 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 2001hesid Luksetich

2004; Segal & Weisbrod 1998; Toepler 20Q@)erpretation of the data depends in part

upon the theoretical perspective of the researchers. Those taking the resource dependency

theory, institutionallteory, and the urbanized local growtleadaperspectives find

positive relationship between increases in marketization and organizational growth,

usually operationalized as growthattendancéevels The basic premise is that, in a

marketized modehttendance and infrastructugeowth maynot be the only goa| but

they arefar and away thenost important onefkevenue gains of any sort, but

particularly those connected to the market, both encourage and deomdimdied growth

in the attendance levels, organizational visibility and org#oizal profile Heilbrun &

" 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 reaftheince, and visibility. Therefore,
increased dependence on earned income is likely to lead to expansionary efforts
(DiMaggio 1986¢; Gainer & Padanyi 2002). This notion carries through to corporate
sponsorship and foundation support as well. These s@ppgenerally carry

expectations abouncreasingvisibility 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 taatjiate

moves toward selfustainability (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 growh and it is quite possible for organizations to gain in one area while losing
or stagnating in another. Tleeowdingout hypothesis posits that increases in revenues
from one domain such as the government or the marketplace have the potential to
displacegains 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 suppérieaimely
memlers and subscribeéysand/or the failure to convert new casual attendees into loyal
supporters (Herman & Rendina 2001; Segal & Weisbrod 1998).

The current researdtypothesizes that both the growth perspectives and the
crowdingout perspectives play out suttaneously. Rat 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 f@ecun such a way as to hinder member/subscriber growth.
If both of these perspectiveperatdn the nonprofit arts and culture sector, one may
expect to find divergent outcomes when examining the relationship between shifts in
marketized revenues and shiih paid attendance versus membership.

The results presented in this chapter are divided into three sections. The first
section displays the five year tredd2005 to 2008 in therevenues, attendance, and
membershipfoP hi | a d e | pronpeofitarte and ocnlturé &those organizations
that have been active and have responded to the PA Cultural Data Project survey each
year between 2005 and 200%ere are 140 organizations for which data is available for
all five years on revenues and attendaite number is lower for the membership @data
93 organizatiorissince 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 anatyasccount for 81 percent of the overall revenue
reported by performing arts and museums/visual arts organizaiensecond section of
this chapter discusses the bivariate relationships betwation-adjustedchanges in
each of the marketized revensmurces and changes in paid attendance and membership
levels.For the crosstabular analysis, each inflaoijusted revenue variable as well as
the constituency variables are dichotomized by whether or not there was loss or gain over
the period of 20050t2009. 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
membershipWhile this gives a clear initial picture thaitendancgrowth is outpacing

memberkip growth overall and marketized revenues batishdancgrowth 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
decreae in each of the four types of marketized revenue (i.e., auxiliary earned income,
nonrauxiliary 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 corredagsumeéhat 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 i® lriesliyit.

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 onitcemsties, it is also important to
consider the possible time lag between causes and effects. Therefore;laggeds
analysis of the associations was carried out. Using the intervals of 2005 to 2009, 2006 to
2009, 2005 to 2008, and 2006 to 2008, theslagged model tested the association of
each inflation adjusted marketized revenue variahle., auxiliary earned income, non
auxiliary earned income, foundation support, and corporate supfwreach interval
with both membership and paid attendarfor 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 asations 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 ctagged analysis are strongest in the
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model where there is no lag senfunding 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, & 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 crodagged associations, Table 4.9 arable 4.10 reflect the
correlation between 2068009 change in marketized revenues and 2006 to 2009 change
in constituency, and the correlation between 2P089 change in marketized revenues
and 20052009 change in constituency, respectively.

The thirdsection 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 ty@ewhether it is a performing arts organization or a
museum/visal 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 theriod of 2005 to 2009, it is important to understand
that theyreveal 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 ev a relatively short fivgrear 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 thgeriod, endowments, donations, and revenues suffered across
the board. The Great Recession served as a
i nsight 1into t hereashengdcanonichard timescAs ilustratediro f ar
Figures 4.1 through.4, 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 nonmarketizedrevenue 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 marketize@venue 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
importantfirst becauséhey corroboratéong term increase in marketized reveninethe
first two yearsand second, because they highlight the volatility of these particular
sources of income durirthe currentrecession.

The issue of revenue volatility is even more notewowhgn comparing
marketized revenue trends to revenue from individual donors and meseeigures
4.4 and 4.5as well as overall membership and attendance numbers (see Figures 4.6 and
4.7). In this case we see general stabgityl upward trends wittomenotable increase
in 2008 and 200® precisely 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 donomgaioizations 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 patrana time of economic distress
(Greater Philadel phia Cultural Alliance
the arts and culture sector over the last several years is also reflected in growing
membership levels (see Figure 4.7). It should alscobedrthat 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 cdrftar the general question of how

2

shifts in revenue sources affect organi zat

While there may be a general trend toward marketized revenues in the arts and culture
sector, the loyal donors, members, and subssridggpear to be picking up the slack in
times of economic turmoil. This is a testament to the strénptth for the sector and the
individual organization® that comes from having a diverse set of revenue sources
(DiMaggio 1986a). On the other hand, if #trewdingout hypothesis is correct, it may

be a warning sign for arts and culture organizations. That is to say, if an increase in
mar keti zed revenue sources fAcrowds outo

it may result in organizations that anereasingly vulnerable to economic recessions.
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Figure 4.%
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Figure 4.3*
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Mean Member/Subscriber Revenue
by Year
200,000
180,000 $174,807
160,000 s1aa,831 5148628 $153,034

$138,683
140,000

120,000
100,000
80,000
60,000
40,000
20,000
0

2005 2006 2007 2008 2009

*All dollars are adjusted to 2010 values.
Source: PA Cultural Data Project, 2005 to 2009.

Number of cases = 140

86



Figure 4.5*
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Figure 4.6*
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Revenue and Constituency.evelsd Bivariate Results

The guiding question of this analysis is how marketized revenues affect
constituency compositioim arts and culture organizations. While much of the literature
suggests that constituency expansion is the likely result of greater marketized revenues,
thecrowdingouttheory suggests that increased marketized support may take its toll on
long term, Iyal 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 categériascillary earneéghcome, norancillary
earned income, foundation support, and corporate suppod change in constituency
level®d membership and paid attendance le¥edser that same time period.

For the initial bivariate analysis, each of the four marketized reveresrsirhas

been categorized inthose with any amount of revenue gain versus no gain @tath
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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, weedhes
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, Némcillary Earned Income, and Ancillary Eache
Income) first with change in paid attendance over time and then with membership change
over time.

What is true of each of tHave of theeight relationshipglustrated belows that a
higher percentage of organizatsoexperiencingevenuegainsalsoexperienced gains in
their constituenciefby a differential of at least 10 percerdy compared to those who
did not experience gain®ne notable exception to this is Table 4.2 in which only 38.1
percent of those organizations who gained foundatiopstipver 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 suppine effect of foundation support on paid
attendance shown in Table 4.1 is negligible ancetfext 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 attendancejgtnotable that gains ifoundation supportgorporate support
and ancillary income each yield higher percentage gains in paid attendance as compared
to membershipGains 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 nséipbe
for only 38.1 percent of the organizatio@ains 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 earnederdring

the same time yielded gains in paid attendance for 63.6 percent of the organizations, and
for membership, only 51.2 percent. Gains in-aneillary earned income did not show a
substantial differential; It showed gains in paid attendance forpg9c@nt 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 20(

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 Attendancéy Change in NorAncillary 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 Membershigoy Change in NorrAncillary 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 Attendancéy 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 Chage 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 isitl@ased support from marketized
revenues over the period of 2005 to 2009 generally paid off in attendance and
membership increases during that perl®elcond, marketized revenues providggranger
andmor e predictable boost Ikwlsascogparedtoati onsao
membership levels.

It is important tonote that these tables, except in the case of foundation support,
do not directly support therowdingout hypothesis. The discrepancies between
attendance gains versus membership gaoogdin 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 leadeelative stagnatidigreater inceases 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 dsasehembership 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 markized variabled change in foundation support, change in corporate
support, change in neancillary earned income, change in ancillary incémath
change in paid attendance and change in membership. Based on the results of-the cross
lagged analysis, discuss 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 bseline where the independent variaBlesvenued are change
variables over the time period from 2005 to 2009, and the dependent vériables
constituency levefs are change variables over the time period of 2006 to 2009.

Carrying out a correlation and regrnessanalysis 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 thains 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 digtution curbed the effect of the extremely large
organizations. These data were also inflation adjusted to provide a comparable value over
the fiveyear time period.

With respect to the first modglall variables reflect change from 2005 to 28609
the mrrelation 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 Corredtion between Change in Constituency Levels by Change in
Marketized Revenue Sources, 2005 to 2009

Change in
Change in Change in Change in Ancillary
Foundation Corporate  Non-Ancillary Earned
Support Support Earned Income Income
) Pearson
L?Pa?%] Correlaton  0.320* 0.370* 0.670* 0.444*
Attendance Sig. (twotailed) 0.000 0.000 0.000 0.000
- Number of Case:! 128 128 128 128
Pearson
Change in Correlation -0.353* -0.244* -0.317* -0.391*
Membership Sig. (twotailed) 0.000 0.017 0.002 0.000
Number of Case:! 95 95 95 95

Note: Revenue variables are square root transformations of raw inflation adjusted
*Value is significant at alpha=.0!

The positive correlation between the revenue and paid attendance variables is
paticularly 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

® The attendance growth variable along with the revenue and expenditure change variables derived from the
Cultural Data Project survey hafrequency 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 chandessanauldition 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 otiserwor
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 ayeaelag to the baseline
of the constituencvariables. The crodagged 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 expte 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-aocillary 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 andararillary earned
income @ 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 letween Change in Constituency Levels (2006 to 2009) by
Change in Marketized Revenue Sources (2005 to 2009)

Change in Change in

Change in Change in Non-Ancillary Ancillary
Foundation Corporate Earned Earned
Support Support Income Income
) Pearson
mg”?%‘ Correlation 0.058 0.322* 0.373* 0.137
al . .
Attendance Sig. (twotailed) 0.509 0.000 0.000 0.131
- Number of Case:! 130 130 130 130
Pearson
Change in Correlation -0.354* -0.134 -0.566* -0.267*
Membership Sig. (twotailed) 0.009 0.198 0.000 0.009
Number of Case:! 94 94 94 94

Note: Revenue variables are square root transformations of raw inflation adjusted"
*Value is significant at alpha=.0!

The juxtaposition of the effects of matized 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, seerevenues 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. dther 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 aryals to address this question.

Revenue and Constituency.evelsd Multivariate 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 th
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 potahyi 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 thfe 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 similaritieghey 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 artsnstitutions 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
somevhat 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 orgasizat
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 whergelapaid attendance is

the dependent variable, change in membership is included as a control variable. Likewise,
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when change in membership is the dependent variable, change in paid attendance is
included as a control variable. This is an important comirthat, 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 regresaealysis 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 constncy revenue variables. Finally, taealysis tests
for interaction effectso determine if the combination of any two marketized revenue
variables have a significant impact on #teendancer membership leveldut none
were found

The following tabls 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 £} 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 ¢éhbaseline calculation of the paid attendance and membership
variables (2006 to 2009) relative to the revenue change variables (2005 Yo 2009

With respect to shifts in paid attendance from 2005 to 2009, Table 4.11 reveals a
positive impact of change swuxiliary earned income, neauxiliary 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 difie 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 attendlastaedardized
coefficient = .313, pralue = .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 &their root. This model reflects an adjustesjuared 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 indd Attendance Levels on Revenue and Control
Variables, 2005 to 2009

Standardized Unstandardized

Variable Coefficient Coefficient P-value
Change in Earned Income (Ancillary) (0S) . 326 34. 7 . 000
Change in Earned tome (Less Anc.) (095) . 6614 10.5 .000O0
Change in Foundation Support (09) . 215 7. 6 . 006
Change in Corporate Support (09) . 011 1.1 . 901
Change in Membership (635) . 313 4. 6 . 000
Organization Type (Museum/Visual Arts) . 085 4267. 8 . 228
Organization Size (Over $300k annualrever -. 04 C -2 116 . 563
Adjusted RSquared . 642

Number of Cases 8 4

*Value is Significant at alpha = .05.

Table 4.12 foll ows the same for mat as

T

variable in this case is shift i n member sh
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control wvariabl e. Consistent with the biva
very different outcome than Tabpeod4tllal Wit
mar keti zed revemegathpect engmembeashi p at
.05. As was the case with the regression a
organi zation size nor organiizfat iiom mgmplkee wal
On the other hand, results show shifts in

positively related to shifts in membership
attendance and member shi pnasr evidadr rtehlraetee i fi
mar keti zed revenue variables, they are, as
anot her . Tshgeu aardgdu svtaelduer from this model i s
of the variation in panddabyenkdancer saitifon
combination of the independent variabl es.

Table 4.12: Regression of Change in Membership Levels on Revenue and Control Variabl
2005 to 2009

Standardized Unstandardized
Variable Coefficient Coefficient P-value

43¢ -3.18 .000
55¢ -0.61 .000
29z -0.72 .006

Change in Earned Income (Ancillary) ¢09)

Change in Earned Income (Less Anc.)-(E®

Change in Foundation Support {09)

Change in Corporate Support (09) . 042 0 .92 . 720
Change in Paid Attendance (09) . 583 0.04 .0O0O
Organization Type (Museum/Visual Arts) -- 011 332.'! . 912
Organization Size (Over $300k annual revel .101 341. 1 . 919
Adjusted RSquared . 333

Number of Cases 8 4

*Value is Significant at alpha = .05.
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The results from Tables 4.11 and 4.12 make
bet ween shifts in marketized revenues and
corporate support |whieadh am®Omedrhe tod hlkre wrama
strong case for a negative relationship be
member ship, except in the case of corporat
Tables 4.13 and 4.14 examine the same setslependent variables as Tables

4.11 and 4.12. The difference is that the dependent varialtesdanceand membership

shifts, have a ongear lag built into the in the baseline. In other words, these variables

are operationalized as change in reveretevben 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 an
Control Variables, (05 to 09)

Standardized Unstandardized

Variable Coefficient Coefficient P-value
Change in Earned Income (Ancillary) (0S) . 288 23. 14 . 001
Change in Earned Income (Less Anc.)-() . 377 4. 90 .000
Change in Foundation Support (09) . 189 4. 78 .0214
Change in Corporate Support (09) . 168 11. 2 . 070
Change in Membership (635) . 457 4. 90 .000
Organization Type (Museum/Visual Arts) . 157 4827. . 060
Organization Size (Over $300k annualrever -. 012 -37 5. . 886
Adjusted RSquared . 5314

Number of Cases 8 4

*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 marketizsuiesy 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 paiddaitee 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 todiclel.

Table 4.14: Regression of Change in Membership Levels (06 to 09) on Revenue and
Control Variables, (05 to 09)

Standardized Unstandardized

Variable Coefficient Coefficient P-value
Change in Earned Income (Ancillar§09-05) -.194 -1. 814 . 059
Change in Earned Income (Less Anc.)-(1 -. 667 -.90¢ .000O0
Change in Foundation Support (08) -. 26z =-.807 .005
Change in Corporate Support (09) . 332 2. 84 . 003
Change in Paid Attendance (09) . 122 0. 02 . 236
Organization Type (Museum/Visual Arts) . 009 -38.5 . 913
Organization Size (Over $300k annualrever -. 04 7 -2 1 1. . 583
Adjusted RSquared . 392

Number of Cases 93

*Value is Significant at alpha = .05.

Turning to themodel 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 nontancillary earnedhcome 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 assoeition 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
revenuewill 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, chage 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 adjusteguared 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 yrathe general trends between 2005 and
2009 as well as the relationship between the primary independent variables in the
analysi® marketized revenue shiftsand the primary dependent varialdgsaid
attendance and membership shifts. These effects are edatiboth 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 feeseShis analysis examines the effect
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of i ncreases in marketized revenues, and s
constituencies, it is an important finding that these revenues may be more vulnerable in
times of recession as compared to other revenureas 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 organizafis. 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 nonprofitrts 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 resulsuggest 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
crowdingout 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
mar keti zed revenues may | ead to supporters
needs and lead to increases in membership support. While ancillary aadailary
earnedncome, as well as foundation support, followed the pattern expected by the

crowdingout 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
contributons 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 ipleltdirections, 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 shiftemstituency 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 waloaincrease. Therefore, to make the case
for marketized revenues to be a causal factor in constituency shifts,cewlingout
hypothesis does, a crelegyged analysis of the change variables was done using different
time interval combinations. The rdts showed that the 2005 to 2009 intervals for alll
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 thédea 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 modepresented 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 witthe other regression models, changes in foundation support,
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ancillary earned income, and nancillary earned income all had significant positive
impacts on change in attendance. The effect of corporate support was not significant.
Also consistent was theegative effect of foundation support and +aoillary 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 200t 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 ametriguing, and lend credence to ttrwdingout
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 reaship 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 ordécome 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 thatiiin, affect constituent behavior.
Specifially, 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:
RESULTSO REVENUES, EXPENDITURES AND CONSTITUENCY GROWTH
OR DECLINE
Introduction

When looking at the association betweshifts in marketized revenuescluding
foundation supert, ancillaryand norancillary earned income, and corporate [gogi
and shifts in constituency levélattendance size and membership s&elear pattern
emerges. Chapter Four provides empirical evidence that shifts in marketized revenues
over time tendoward 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 ofcorporate 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 atieacbr 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 stegtsociated 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 establisheslifect 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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Theliteratureon 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 levs. 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, corp@ation, 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 literaturefoundations 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 influenoghen 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 organizatiorfecus 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 linkedtoorgni zati ons6 expenditure patterns.
often represent the fundersdéd voices when
expenditure patterns, and the primary priority is generally attendance growth (Heilbrun &

Gray 2001). Orgamational goals and missions tend to be oriented toward the longer term
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growth as well as the nefiscal idealistic objectives established internally as the core
functionality of the organization. It is argued herein that reliance on earned income and
extanal 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 thdisoain

ideals and longerm viability with their immediate financial concerns (Kelly 1991).

This logic culminates in the likelihood that gains in marketized revenues will be
acompanied by demands that expenditures meet the bottom line goals for attendance
size Alexander 1996; Heilbrun & Gray 2001; Logan and Molotch 1$8xyell &

DiMaggio 1991; Scott 2004). Therefore, the expected result in the attendance model is

that marketied revenues positively influence certain expenditures that, in turn, positively
influence attendance growth. On the other handciihvdingout hypothesis suggests

that a focus on visibility, bottom lines, and attendance growth results in an increased
marketized orientation, including increased marketized expendituresrétvelingout
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 wil stagnate or decrease if there is a growing perception that the organization is
getting sufficiently funded through other

orientation is perceived as diluting its idealistic, educational, and philanthropic roles
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(Fleishman 1999; Froelich 199Bterman &Rendina 2001; Segal &/ eisbrod 1998

Steinberg 198P The present research hypothesizes that changes in expenditures that are
typically associated with attendance growth effarés, marketing, advertising,
fundraisingand administrative salarigsegatively 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 organizationsrpnarily 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 chang data are expressed consistently across all variables as differences between
2005 and 2009.

The chapter is divided into three sections. The first section shows thg=tve
trends, from 2005 to 2009, for the average expenditure of performing arts and
museums/visual arts organizations in the fogeinty 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 relationshipsrbetwheof
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 faidaice (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 variaviesues,

expenditures, and constituency levels. It also allowstétisical controls for the type of
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organizatioinmuseums/visual arts versus performingias$swell as the size of the
organizatiori annual revenue of less than or greater than $300,000.

The path analyses carried out in this chapter reflect the conteypa outlined
in Chapter Three and partially reproduced bé&lasvFigure 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 betagrahles 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 paienathnce 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 sepasance 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 mor#idilt 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 markegit 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 arenested using maximum likelihood estimation to

Omaxi mi ze the casewise |likelihood of t he
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Each of the eight models contains sixteen variables including nine observed variables and
seven error terms. In each caseréhare nine exogenous variables and seven endogenous
variables.
Five-Year Expenditure Trends

The five-year trends depicted below reflect inflatiadjusted average
expenditures for nonprofit arts and culture sector organizations. As with the rewenue a
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 fiyear trends for threéimensions of
marketing expenditure: advertising, radvertising 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 inflat@djusted expenditarincrease 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 increasingricial 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 coast 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 datpotential 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 recreati@atirnative 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*

Mean Fundraising Salary Expenditure by Year
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*All dollars are adjusted to 2010 values, n=140
Source: PA Cultural Data Project
Number of Cases = 140
Figure 5.2*
Mean Advertising Expenditure by Year
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Figure 5.3*
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Figure 5.4*
Mean Admin. Salary and Prof. Development Exp. by
Year
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Figure 5.5*

Mean Production/Exhibition Expenditures by Year
300,000

245,255
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*All dollars are adjusted to 2010 values, n=73
Source: PA Cultural Data Project

Number of Cases = 73

Revenue, Expenditures, and Constituency Grovtand Decling Bivariate 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 2686 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 accouwteshifts 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 refeeetldtation 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 correstetween revenue and

expenditure variables as well as between expenditure and constituency level variables.
Table 5.1 shows the correlations between marketized revenue varsaitess the

topi and selected expenditure variabléswn the side. It wasypothesized 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 ineatising 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, legitiny, 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 aggdions 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 evétei(brun & Gray 2001 Massarsky

& Beinhacker 2009 It is hypothesied 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 letween Change in Marketized Revenue Sources by Qmge in

Expenditures, 2005 to 2009

Change in Change in
Change in Change in  Non-Ancillary Ancillary
Foundation = Corporate Earned Earned
Support Support Income Income
Change in Correlation Coef. 0.343* 0.420* 0.238* 0.246*
Fundraising Salary Sig. (twotailed) 0.000 0.000 0.004 0.003
EXp.
Num. of Cases** 147 147 147 147
] o Correlation Coef. .018 .077 133 -.060
Change in Advertising Sig. (twotailed) ~ 0.848 0.060 0.159 0.525
Expenditure
Num. of Cases** 114 114 114 114
Change in Non Correlation Coef. 0.153 -0.126 0.076 0.109
Adve.rtising Sig. (twotailed) 0.103 0.182 0.424 0.250
Markeling EXp.
Marketing Ex Num. of Cases** 114 114 114 114
Change in Admin. Correlation Coef. 0.343* 0.420* 0.248* 0.246*
Salary and Prof Sig. (two-tailed) 0.000 0.000 0.004 0.003
Development EXp.
Development Ex Num. of Cases*™ 147 147 147 147
Correlation Coef. -0.409* -0.048 -0.290* -0.370*
Change in Production/ . .
Exhibition EXD. Sig. (twotailed) 0.000 0.656 0.006 0.000
Num. of Cases** 90 90 90 90

**The

numbers of

Note: Variables are squaroot transformations of raw inflation adjusted valu

cases

vary

due

to

variations i

*Value is significant at alpha=.0!

The picture for the change in fundraising sakaxpenditure 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 thesedixpervariables. These

findings are consistent with the hypothesis that increases in marketized revenues have a

positive effect on expenditures for persofifighdraisers and administratodedicated to

the professionalization, public image, and expanefdhe 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). Twdefthree 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 &uwenising
marketing expenditure are insignificant. Whilevas 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 aneexhibiti
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 gthlélow.

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; naareg @h
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 thehfes
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 irambrertising marketingspenditures,
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 organedatisibility and
expanding the attendance base. On the other hand, according to some marketing research
studies, the faudience attraction marketin
additional attendees into members even though that may theerm 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 inrambrertising markieng 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 paidaattenaind
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 éxpeadd
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 explanatien for th
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 affiliatitmtve 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,lie 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 atendance. 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
focuson a marketized business model more consistent with that of private corporations.
This orientation, according to tleeowdingout hypothesis is likely to lead
simultaneously to expanding attendance bases and to the stagnation or decline of more
committedsupporters drawn to the mission and often philanthropic orientation of
nonprofit organizations and dmakingactvityaged by
Finally, the change in exhibition and production expenditures was positively
correlated with cange in membership. This was expettden 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
guality of the pefiormance 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 maplausibly 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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marketingetc., and toward producing greater levels of committed supparterely
membersthrough 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 ptasing their loyal base.

Table 5.2: Pearson's Correlation letween Change in Expenditures by Change in Constituency Levels
2005 to 2009

Change in Paid Change in
Attendance Membership
PearsorCorrelation 277* .026
Change in Fundraising Salary . .
Expenditure Sig. (twotailed) .002 .805
Number of Cases** 128 95
Pearson Correlatior 112 .642*
Change in Advertising . .
Expenditure Sig. (twotailed) .256 .000
Number of Cases** 105 81
Pearson Cwoelation .291* 114
Change in NorAdvertising . .
Marketing EXp. Sig. (twotailed) .003 311
Number of Cases** 105 81
Pearson Correlatior .209* -.439*
Change in Admin. Salary and . .
Prof Development EXp. Sig. (twotailed) .018 .000
Number of Cases** 128 95
Pearson Correlatior -.220* .466*
Change in Production/ . .
Exhibition EXD. Sig. (twotailed) .043 .000
Number of Cases** 85 61

Note: Variables are square root transformations of raw inflation adjusted vi
**The numbers of cases var y oring ef méndershipaatt. aad exp
*Value is significant at alpha=.0!

In order to substantiate the correlatiohss necessary to examine the
relationshipsn the presence of controls as well as appropriately recognizing the full
complexity of the multiple causeand 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 Decliii®ath Results

The conceptual models laid oatChapter 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 atteach ¢ e

shif

t s. Thi

S

chapteros

Figure 3.1 is different in that it does not include the shifts in attendance composition

ada

which will be added to the model in Chapter Six. In other words, the path analysis carried

out in Chapte 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. Unlikethe 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*

Organization
Size (by Revenue)

Earned Income (core
activities) (T2-T1)

Earned Income (ancilliary
activities) (T2-T1)

Foundational Support
(T2-T1)

Corporate
Support (T2-T1)

Organization
Meta-Type

\

Advertising
Exp.(T2-T1)

Non-advertising
marketing Exp. (T2-T1)

Fundraising
Salaries (T2-T1)

N\

Administrative Salary and

T

Total Paid Attendance (T2-T1)

Professional Dev. Exp. (T2-T1)”]

Production and
Exhibition Exp. (T2-T1)

*All variables represent change between 200&nd 2009 Relationships are positive unless otherwise noted.
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Figure 5.7: Conceptual Model Predicting Change in Membership Levels*

Organization
Size (by Revenue)

Advertising
Earned Income (core Exp.(T2-T1)
activities) (T2-T1)

Non-advertising
marketing Exp.(T2-T1)

\

Earned Income (ancilliary — B
activities) (T2-T1) Fundraising
Salaries (T2-T1)

Foundational Support

(T2-T1)
Total Membership (T2-T1)
neg"‘{\\'e
Corporate Administrative Salary and
Support (T2-T1) Professional Dev. Exp. (T2-T1)

Organization
Meta-Type

Production and
Exhibition Exp. (T2-T1)

*All variables represent change between 2005 and 200Rglationships are positive unless otherwise noted

conceptual models, the path analysis models in Chapter Five and Chapter Six include
error terms foeach of the endogenous variables and these terms are independent in that
they were not found to be significantly related to one another.

The followingpath analysis results are based directly on the conceptual models
presented in Figures 5.6 and 5.7. The effe
illustrated in a unique model. The result is eight path models where each of the
marketizedrevense i s taken in turn as the model 6s
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 operatioalized 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:amvertising 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 organiigg@forming arts or
museums/visual aitand for the size of the organizati@rganizations with anrah
revenue of less than $300,000 versus thaderevenues over that amount.

Figure 5.8*

Path Analysis: Predicting Change in Paid Attendance with Change in Revenue and Expenditure, 2005 to 2009

Advertising
-26* Exp.(T2-T1)
Non-Advertising
Marketing Exp. (T2-T1)
A2*
Fundraising
.06, Salary Exp. (T2-T1)
T

Organization 20*

Type

Fundraising x
Org. Size

Admin. Salary and
Prof. Dev. Exp.(T2-T1)

-16 Paid Attendance

(T2-T1)

Earned Income (core
activities) (T2-T1)

-.03

Organizational @
Size =16

Production and
Exhibition Exp. (T2-T1)

DF: 32; Chisquare: 13.132; Rsquared (Paid Attendance): .3p%.001

*The effects of core earned income on the expenditure variables control for the effextflafysearned income,
foundation support and corporate support.

Note: See Appendix B for unstandardized coefficietgalpes, 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 vdriables
advertising, noradvertising marketing, fundraising salaries, administrative salary and
professional development, and production and exhibiimendogenous variables that
were expeted 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
arethe seven error terms for the eight endogenous variables.

While none of theriginal testedelationshipdetween core earned income and
the expenditure variablés the modeleached significance at alpha = .05, there is a
significant effect to reporCore 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 fundramgy. Looking to the other relationshipsaring from left to right,
the advertisingmarketing and fundraising salariesriables did not reach the level of
significance though the relationship estimates were in the positive diregidgpotheses
1l.a,1.b, 1.9. There was no significant relationship between core earned income and
administrative salary and professional developmam,the negative effect of core
earned income oproduction and exhibition expenditunarrowly missed the prescribed
level of significance with a {walue of .05§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
negdive association reveals the effect of marketized revenues on expenditure
prioritization. In other words, since production/exhibition expenditures do not ultimately
have a positive effect aattendancgrowth, 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 advertigig 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 omnizations. Interestingly, the only significant effect of administration

on marketing and advertising variables is the aforementioned negative effect. This
suggests that placing resources iadioninistrativesalaries and professional development
may insted divert discrete resources away from advertising expenditures and ultimately
discourage growth in paid attendanités 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 gengr@nsistent with the hypothesized efied&s
expected, each of the marketing and advertising indicators in the model has a positive
effect on change in paid attendance (Hypothesis A d)e case of the interaction
between organizational sized anddeising expenditures, the positive effect of
fundraising salaries on attendance is only significant for larger organizatiorss. The
results areonsistent with the theoretical perspective that advertising and marketing tend
to be targeted towam@tendane growth and expansion. Theffect 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 professalization 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 thata 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 marizetd 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 enorma@uamount 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
caseby 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 earneckinsaransidered
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 fundyaaslaries,
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 In@)aiSio 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. tfii¢gmo 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 gargatial
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 adneist
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 directionahEetteras
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/exhibitionredipee is negative.

Figure 5.9*

Path Analysis: Predicting Change in Paid Attendance with Change in Revenue and Expenditure, 2005 to 2009

Advertising
Exp.(T2-T1)

-.26%

Non-Advertising
Marketing Exp. (T2-T1)

Organization
Type

.01

Paid Attendance
(T2-T1)

Earned Income (ancilliary
activities) (T2-T1)

.01
Organizational @

Size

Production and
Exhibition Exp. (T2-T1)

e7

DF: 32; Chisquare: 13.132; Rsquared (Paid Attendance): .37%.001

*The effects of ancillary earned income on the expenditure variables control for the effects of core earned income,
foundation support and corporagpport.

Note: See Appendix B for unstandardized coefficiertgalpes, standard errors, and residuals.
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Figure 5.10 shows the path analysis when looking at change in foundation support
as the primary independent variable and change in paid attendahegoasnary
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 prewous tw
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 oradaertising 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 maeketevenue 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. Similarhte 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 poess 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. Alsomilar 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 sigrstint. 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 negi@e (Hypothesis 2.f).

Figure 5.10*

Path Analysis: Predicting Change in Paid Attendance with Change in Revenue and Expenditure, 2005 to 2009

Advertising
Exp.(T2-T1)

-.26%

Non-Advertising
Marketing Exp. (T2-T1)

Fundraising
.05 Salary Exp.(T2-T1)
Organization 19*
Type @ Fundraising x
Org. Size
2T*
-.08 o5 Paid Attendance
T2-T1
Foundation 12 : :

Support (T2-T1) @
.28%
-04 @ Admin. Salary and

Prof.Dev.Exp.(T2-T1)

Organizational =.30*
Size

Production and
Exhibition Exp. (T2-T1)

DF: 32; Chisquare: 18.132; Rsquared (Paid Attendance): .3p%.001

*The effects of foundation support on the expenditure variables control for the effects of ancillary earned income, core
earned income and corte support.

Note: See Appendix B for unstandardized coefficiertgalpes, 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 attendarnhe 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 mode€ tha 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 noradvertising market expenditure.i$hs 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 relationshipthe standarded estimate equals .Bbetween 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 exchrsof 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), andigoificant 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 develagmon 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 positivepact 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 preiibn/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 positive while the relationship estimate change in
production/exhibition expenditure is negative.

Figure 5.11*

Path Analysis: Predicting Change in Paid Attendance with Change in Revenue and Expenditure, 2005 to 2009

Advertising
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DF: 32; Chisquare: 13.132; Rsquared (Paid Attendance): .3p%.001

*The effects of corporate support on the expenditure variables téorttbe effects of ancillary earned income, core
earned income, foundation support and corporate support.

Note: See Appendix B for unstandardized coefficiertgalpes, standard errors, and residuals.

Figures 5.12 through 5.15 reflect the path aredysherein 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 eanuedie 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 thedeli 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
mirror Figure 5.8. These relationships are discussedeabdhe 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 aresiant 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
nontadvertising marketing and funding salaréee 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/bothesis that advertising would be negatively associated
with change in membeoshdpefiiectp thangerbw
actually shown to be strongly positively related to change in membership/subscribership
(Hypothesis 3.a). Whiléhts is a somewhat curious finding in the context of the
6cr owduitnbg t heoreti cal p e radvpriesing marketingandt s ugge
fundraising is augmenting attendance levels while advertising dollars appears to be
effective at reaching bothéirmembership 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 corsgent 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 missestatistical 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 ntable 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, lhe sign change of the effects in the two models warrants further
investigation into this potential relationshige. increased expenditure on administrative
salaries and professional development will tend to augment the attendance base while
potentially dscouraging greater levels of commitment and loyalty to the organization as
expressed in membership and subscriber roles.

Figure 5.12*

Path Analysis: Predicting Change in Membership/Subscribership with Change in Revenue and Expenditure, 2005 to 2009

Advertising
Exp.(T2-T1)

~26%

Non-Advertising
Marketing Exp.(T2-T1)

Organization
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activities) (T2-T1)

-03 (&)

Organizational -16
Size

Production and
Exhibition Exp. (T2-T1)

e6

DF: 32; Chisquare: 116.510;RBquared (Members/Subscribers): .286.001

*The effects of core earned income on thpanditure variables control for the effects of ancillary earned income,
foundation support and corporate support.

Note: See Appendix B for unstandardized coefficiengalpes, standard errors, and residuals.
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Figure 5.13 follows the pattern of Figurd 8 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 relatioristhpse between the
change in expenditure and change in member3hip 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*

Path Analysis: Predicting Change in Paid Membership/Subscribership with Change in Revenue and Expenditure, 2005 to 2009

-.26% Advertising
Exp.(T2-T1)

Non-Advertising
Marketing Exp. (T2-T1)
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Type Fundraising

Salary Exp.(T2-T1)
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.01
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e5 -1
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- Prof. Dev. Exp.(T2-T1) :
Organizational @ "
Size .28

Production and
Exhibition Exp. (T2-T1)

e6

DF: 32; Chisquare: 116.510;Bquared (MembersifBscribers): .290p<.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 coefficiemgalpes, standarerrors, 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 consistenheitlyppothesized effects
and some are not. It is notable that faalvertising 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 ismgmifand 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 toe 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 chaag®ewly

missing statistical significandefor the effect of chang@ administrative

salary/professional development on change in membership/subscribership as compared to
its effect on paid attendance (Hypothesis 3.c).

Figure 5.14*

Path Analysis: Predicting Change in Membership/Subscribership with Change in Revenue and Expenditure, 2005 to 2009

Advertising
Exp.(T2-T1)

Non-Advertising
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DF: 32; Chisquare: 116.510;Rquared (Members/Subscribers): .288.001

*The effects 6 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 coefficientgalpes, standard errors, and resldua

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
andyses 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 insauyert

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 memberstsprgadrship

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*

Path Analysis: Predicting Change in Membership/Subscribership with Change in Revenue and Expenditure, 2005 to 2009
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DF: 32; Chisquare: 116.510;RBquared (Members/Subscribers): .288.001

*The effects of corporate support on the expendivariables control for the effects of ancillary earned income, core
earned income, foundation support and corporate support.

Note: See Appendix B for unstandardized coefficiengalpes, standard errors, and residuals.
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Summary

The analyses in thishepter, 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, rarketing, 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

The effects of marketized revenues on advertising aneéhdoertising marketing
expenditues were not significant except in the case of foundation support, which has a
positive effect on nomdvertising marketing, and corporate support, where the effect on
nontadvertising 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 incomd as we
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 andiexhib
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 revensestarg 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 advertisindetivag, 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

dedicaded to growing attendance legglo push for increases in prodan/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 marketregenue 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 attendanaangin 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 depment expenditures actually have a
significantnegativeeffect on advertising expenditure, which is a primary impetus for

attendance growth.

Whil e the present chapteroés inclusion
conclusive support for therowding-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, regardinige 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 dodation 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 memgbep. 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 membersiwglingout Intriguingly,
advertising (which was notgaificantly 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 taigting 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
expenditues 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
shiftshave 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 directiorceege

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 possibtligyntha

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 #t#ndance 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:
RESULTSO REVENUES, EXPENDITURES AND ATTENDANCE
COMPOSITION
Introduction

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 patroasewho
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 exaimened
effect of marketizedevenues on membership and attendance leVbésreslts from
Chapter Five show a défential effect of marketized revenues on attendance levels
versus membership levels. The question of whether or not overall attendance growth is
mediated through broadbased attendance is an important question for those who
promote diverse arts and awlé participation and for those seeking to understand where
arts and culture sector attendance growth is strong.

Whil e predictions of a oO0democratizingo
newi Alexis de Tocqueville predicted that both arts piithin and appreciation would

spread across social class and demographic categories as the young republi¢ matured
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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 tortbeeased participation of typically
underrepresented groups such as racial minorities and those with lower incomes and
education levelgDiMaggio andUseem 1978b; Tocqueville 1835). Foundation support,
corporate support, and earned income dependenceshaelidbeen shown to encourage
sometimes successfully and sometime$ thet broadening and expansion of arts and
culture exposure to reach greater numbers of typically underrepresented groups
(Borgonovi 2008 Cobb 2002DiMaggio 1986a; DiMaggio 1986&roeich 1999

Peterson 1988Jseem & Kutner 1986 Interestingly, the evidence of broadening
participation in the arts and culture sector in recent years seems to be connected to the
sectorwide shift toward a more markbased model.

Though the results asomewhat 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, privategport, 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 organizai®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, amplifidse need for broader visibility. Studies have shown that the
typical approach used to seetoader visibility and legitimacy includes increased
marketing and advertising expenditures as well as greater dedication of personnel and

professionalization gbersonnet o mar ket t he or gfdamg&ti onso
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Perimutter 1991DiMaggio 1986c¢cJroelich 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 convinomudgted,
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 cul tur al uni vores only res & urdfuearalt
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, heawtylved patrons,
whereas uni voirtees, atotremcde exgyd eas referenced |
proportions of newcomers and broader attendance bases (Peterson 1992%it8ingle
attendees as defined in the present analysis are patrons whappahr on one
organi zationds attendance | ist. The abil it
funders who see it as a sign of growth, visibility, and diversity.

In addition to the influence of earned income revenue, foundation and corporate
support particularly that which comes from sources in the same region as the arts and
culture organizaticimay 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 ieasingnvolvementin organizational process
and the definition of objectivg®iMaggio 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 erhance its own sustainability, ideally eliminating the need for indeffoiindation
support Several studies have showed an empirical connection between institutional
grants and the prioritization of attendance expangiMaggio 2000; DiMaggio 1986a,;
Peterson 1986As with earned income support, several studies obseaventireased
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 sujpbraggio 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 outcamesnitiatives that play a
visible role in the community. Researchers show that larger organizations and venues are
more | i kely to draw foundation support. Th
funding for arts and culture organizations and atiies is primarily dedicated to the
largest and most popular events and organizations in a given (Egoatich 1999).

Corporations, like foundations, have been taking an increasingly thoughtful role
in their charitable giving. Many corporations, peutarly 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

t houghtfull y c¢ons irdharitablexcorgributiong bot stadiesishavs t 6 t h
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that, like foundations, they also have increasimgbscriledhow their money is to be

used, and what outcomes are expected if sponsorship is to continue (Cobb 2002; Useem
& Kutner 1986). Consequently, thereaisiple reason to believe that support from
marketized sources such as corporations, foundations, and eacoexkiis likely to lead

to the prioritization of broader visibility, higher profile, and greater influence on the part
of the organizations they spgrt. This can also lead to a winstakeall 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 locaion 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 itegrated into the branding of urban areas. Research has shown that
organi zations with a vested interest in a
particularly in terms of the downtown tourist and service sectors, are some of the biggest
supporters of inciesed 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 ganizations 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 organizationsra almost exclusively tied to a specific geographic location, the

pool of potential participants is primarily those within close proximity to that location.

147



Therefore, efforts to increase attendance levels are often targeted toward those within or
near a gen 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 ofwiaites, those with lower

incomes and less education, and younger particigBiitéaggio 1986a; Kim,

Hyounggon, ChiKuen Cheng OO6Leary 2007).

Furthermore, since research shows that long tinseaaud 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 necégsiaveloping 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 asffom underepresented 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 mone\eitottal 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 woultehapositive effect on the percentage
of attendees coming from census tracts with higher percentages-ahiterinhabitants,

higher percentages of lower income inhabitants, higher percentages of those with less
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education, and higher percentages of yeumghabitants. 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 attergi¢l/eose who only appear on the list of a single
organizatioinand higher percentages of attendees from outside the iegiomed as the
nine-county Philadelphia area in New Jersey and Pennsylvania. Finally, the Chapter
Three hypotheses reflected the expBoh 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 ssitgl@attendees would be
associated with overalttandance 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 chapiées additional variables introduced
for the present analysis are derived from the Greater Philadelphia Cultural Alliaope co
list of households that participate in arts and culture organizations within the
Pennsylvania portion of the Philadelphia regidhis list is collected annually from over
150 of the arts and culture organizations
member lists, subscriber lists, and participant lists. The present analysis uses the 2006 and
2011 household lists to detarma 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 th@pdist, the 2006 list is matched with the 2005
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Cultural Data Pragct data and the 2011 list will be matched with the 2009 Cultural Data
Project datd.

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
l'ist in the ensuing years. Using Esrios Ar
and 2011 were geocoded to their point locations within the United States. These points
were then joined to their census tract locations within Pennsylvania, Neyy,Jers
Maryland, and Delaware. The households were then aggregated by organization to each
census tract in the fowgtate area, giving the total number of participant households for
each organization in each tract. Households outside thestatger area wernot joined to
their tract location.

Each tract is then described by data on median household income, median age,
percent of the population that is naite, and percentage of the population with at least
a bachel ords degree famom@ommae nUt §.-200e veyds
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

°Theccop | i st consists of organizationso |ists of pat
The household addresses are collected over a period of years and dropped only if the patron does not

reappear for consecutive years following théi@ahinstance. Therefore the current lists at any given

moment reflect the household participation over the period of the previous two years.

150



for from the Philadelphia Metropolitan StatigtidArea (MSA)¥ 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 young@pulation, and percentage nrahite. 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 noreghiand 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 Philadelphiaconaty area but within the four
states. Finally, another varialdaptures the percentage of the households only affiliated
with one organi zati ons;i tteh eastet eanrdee edse.foi ned a
The results presented in this chapter are divided into three sections. The first
section uses a series of maps to establisgegbgraphic 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 thelationship between the distribution of arts and culture
participants across the region and each of four aforementioned demographic indicators:
median income, education level, percentagewbite population, and median age.
These illustrations affirm #t arts and culture participants tend to come from suburban,

higherincome, white, educated neighborhoods. They also illustrate that there is very little

9 The breakpoint for high median income versus low median income tracts is derived from the

Philadelphia MSA mediahousehold 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 +vanites in tracts is derived from the Phitdphia MSA percentage

of 30.55 percent. The breakpoint for higher versus lower level education tracts is derived from the

Phil adel phia MSA percentage of 32.3 with a bachelor
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change in the distribution of arts and culture attendees over the period of 2006 to 2011.
Second, thanalysis 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 fronoutside the region. This establishes the specific relationships between
the marketization variables and #gendnceexpansion variables, finding that
attendance expansion occurs primarily through drawing in attendees from outside the
region. Third, the malysis incorporates the demographic variables, along with the single
site attendees and the percentage of participants from outside the region, into a path
anal ytic model seeking to account for orga
between 2005 an2009. 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 expendituredfendance 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 pariigat2006, 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 participantaps 6.1 ad 6.2 reflect theidistribution
across the Philadelphia region2@06 and 2011Both maps illustrate the percentage of
all arts and culture participating households reported in the Greater Philadelphia Cultural

Alliance coop list that are located in each Census Tract. Wbaing 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 andreysarticipation 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 israaskably 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 primahly same communities. Map 6.3 shows the
change in participation distribution from 2006 to 2011. Despite the relatively small
amount of change over the fiyear period, there is a clear pattern. The relative growth

in participation occurred isuburban andural municipalities toward the outer edges of

the regionThe 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 andikture 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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Map 6.1: Percentage of Arts and Culture Participant Households
in the Philadelphia Metropolitan Area by Tract, 2006

| Less than .02 percent

:I .02 to .03 percent
- .03 to .05 percent
I 05 to .08 pecent

- Greater than .08 pecent

Source: The Greater Philadelphia Cultural Alliance, Arts and Culture Participation Co-op List, 2006.

Map 6.2: Percentage of Arts and Culture Participant Households
in the Philadelphia Metropolitan Area by Tract, 2011

[777‘ Less than .02 percent
[:] .02 to .03 percent
I 03 to .05 percent
- .05 to .08 percent
- Greater than .08 percent

Source: The Greater Philadelphia Cultural Alliance, Arts and Culture Participation Co-op List, 2011.
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Map 6.3: Change in Percentage of Arts and Culture Participant Households by Tract
in the Philadelphia Metropolitan Area, 2006 to 2011

- Decrease of .01 percent or greater
No significant change

- Increase of .01 percent or greater

Source: The Greater Philadelphia Cultural Alliance, Arts and Culture Participation Co-op List, 2006 and 2011

Turning next to the demographic characteristics of the region, Maps 6.4 through
6.7, with smilar distributions compared to the attendance misiagps 6.1 and 6iZhow
that attendeegrimarily come from neighborhoods that are predominately white, older,
higher income and more educated. In Maps 6.4 and 6.5 darker shades indicate higher
percentageabove the median regional income and regional percentage with at least a
bachel or 6s degr e esimiladtytd thetdistebutien of asts aad calture i ki n g
participant® particularly in Map 6.5There is clearly a strong correlation between the
distribution of individuals with more income and education and patrticipation in arts and
culture activitiesConversely, lte raial distribution of the region tends to indicate lower

levels of participatioior nontwhites (see Map 6)palthoughthere are everal diverse
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Map 6.4: Median Household Income by Census Tract, Philadelphia Metropolitan Area, 2006-2010

\; Less than $40,000
I 40,000 to $50,000
I 550,000 to $65,000
I $55.000 to $85,000
Il Greater than $85,000

Source: U.S. Census Bureau, American Community Survey, Five-Year Estimates, 2006-2010

Map 6.5: Percentage of Individuals Over 25 with a Bachelor's Degree
or Greater by Census Tract, Philadelphia Metropolitan Area, 2006-2010

I:l Less than 15 percent
l:l 15 to 30 percent
[ 3010 45 percent
- 45 to 60 percent

- Greater than 60 percent

Source: U.S. Census Bureau, American Community Survey, Five-Year Estimates, 2006-2010.
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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 similaritiestivitfdistribution of
arts and culture participation as well as some substantial differeseseMap 6.} While
it is true that the tracts with higher arts and culture participation also tended to have a
higher median age, there are a sabtal number bcommunitie$ particularly in the
rural areas and farther i&ees of the regional countigbat also have a higher median
age. In other wordsaking into account maps 6.4 and Ghijle high rates of arts and
culture participation tend to be a gomedidor of a higher median age, it is not

necessarily true that higher median age is a very good predictor of arts and culture

Map 6.6: Percentage of Non-White Individuals by Tract, Philadelphia Metropolitan Area, 2006-2010

[ ess than 6.0 percent
[ J61to12.0percent
[ 12.1t0 24.0 percent
B 24 1 to 60.0 percent

I Greater than 60 percent

Source: U.S. Census Bureau,American Community Survey, Five-Year Estimates, 2006-2010.
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Map 6.7: Median Age by Tract, Philadelphia Metropolitan Area, 2006-2010

[ Less than a3 years old
[ 330 36 years oid
[ 37 to 39 years oid
I -0 to 43 vears old

I Greater than 43 years old

Source: U.S. Census Bureau,American Community Survey, Five-Year Estimates, 2006-2010.

participation. Furthermore, there are clearly communities in the urban centers of
Philadelphia and Camden as well as the inmgr suburbs that have a low median age
and high arts and culture participation. Thaeyal patterns found in Maps @hRfough
6.8lend credence to the claim that arts and culture participation, despite a slow trend
toward broader inclusioris higherin 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 orgatimas are predominately locatetbwntown
Philadelphiaand where artand culture partipants livé predominately 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

participationand 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 revenudsearned income, ancillary earned income, foundation support
and corpoate support andattendancexpansion t@eographic areas that tend to house

traditionally underrepresented populations?

Map 6.8

Location of Arts and Culture
Nonprofits by Type of
Organization, 2008

Source: The Greater Philadelphia
Cultural Alliance, 2008.

® Museums, Visual Arts,
Historic and Scientific

Community Arts and
Education

9 . Performing Arts

® Other, Support, and

——— Senatorial Districts Non-Disclosed

Revenues, Expendures, and Attendance ExpansionBivariate Results

To explorefurther, the analysis below examines toerelation between change in
marketized revenues between 2005 and 2009 and the change in percentage of participants
from the 2006 an@011lists, by organzation, who are singlsite attendees, who come

from tracts with median incomes that are lower tthenregional median, tracts with
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percentages of individuals holding a Bache
regional rate, tracts with percentages of nonwhite inhabitants that are higher than the
regional rate, tracts with a median age thddwer than the regional median, and tracts
from outside the nine county regi¢see footnote two for breakpoints)

Based on the hypothesis that increases in marketized revenues lead to
organizational behaviors that create not attgndancgrowth,but alscattendance
expansion to populations that have not traditionally participated in the arts and culture
sector, the following set of correlations tests the association besh#enin marketized
revenuekearned income from neancillary earned immme, ancillary earned income,
foundation support, and corporate supparn d t he spatial distribut
attendeddhe percentage coming from tracts containing lower income households, less
educated individuals, more nonwhite individuals, yger 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 irkaetaed 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 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 m@Ensible for a lack of significance. Because th@pdist from
2006 had fewer organizational members and the resulting sample required that an

organization be represented in the 201-bpdist and the Cultural Data Project data as
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well as the 2006 cop, 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 Revaea Sources by Change in
Attendance Characteristics, 2005 6 2011

Change in  Change in
Change in Change in Non-Anc. Ancillary
Foundation Corporate Earned Earned
Support Support Income Income
Change in Pct. from CorrelationCoef. -0.271 -.026 -0.156 -0.047
Low Income Tracts, Sig. (twotailed) 0.1z 0.886 0.388 0.796
2006 to 2011
E— Number of Cases 33 33 33 33
Change in Pct. from CorrelationCoef. -0.066 0.049 0.006 0.140
Low Education Sig. (twotailed) 0.714 0.785 0.975 0.435
Tracts, 200010 2011\ per of Cases 33 33 33 33
Change in Pct. from CorrelationCoef. -0.171 0.115 -0.002 0.074
High Nonwhite Pop.  Sig. (twotailed) 0.340 0.525 0.993 0.680
Tracts, 20060 2011\ herof cases 33 33 33 33
Change in Pct. from CorrelationCoef. -0.367* -0.107 -0.242 -0.153
Younger Age Tracts,  Sig. (wo-tailed) 0.035 0.555 0.176 0.396
2006 t0 2011 Number of Cases 33 33 33 33
Change in Pct. of CorrelationCoef. 0.181 0.095 0.008 0.312
Single Site Attendees, Sig. (twotailed) 0.314 0.599 0.964 0.077
2006 to 2011
E— Number of Cases 33 33 33 33
Change in Pct, from  CormrelationCoef. 0.426* 0.425* 0.595* 0.575*
Outside Nine County  gjg. (twotailed) 0.013 0.014 0.000 0.000
Region, 2006 to 2011
Number of Cases 33 33 33 33

Note: Revenue change variables are square root transformations of raw inflation adjusted valu
*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 percentadgeganizational 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 growthreas 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 variahlgs 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 wee 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 theevenue 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 positilaiosship
between each one of the four marketized revenues and the percentage of participants
from outside the nineounty Philadelphia area. This speaks to the fact that large arts and
culture organizations, in particular, have the ability to pull igdatumbers of attendees
from outside the region when they have the
or exhibition and the associated impetus coming from foundations, corporations, and
earned income dependence to expand their reach beyond therts@and culture
Aregul ars. o Corporations, foundations, an
organizational outreach beyond the region because it pulls resources from outside the

region into the region and simultaneously exposes individigts 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, Expeditures, and Attendance ExpansionPath Analysis
The last section of theresent 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, attendancengposition, and ultimately attendance growth or decline. The

results of this analysis are presented below.

Figure 6.1: Conceptual Model Predicting Change in Attendance Levels

Organization
Size (by Revenue)

Advertising
Exp. (T2-T1)

Pct Outside Region (T2-T1)

Earned Income (core
activities) (T2-T1)

/

Non-advertising
marketing Exp. (T2-T1)

Earned Income (ancilliary
activities) (T2-T1)

Fundraising
Salaries (T2-T1)

Total Paid Attendance (T2-T1)

Foundational Support
(T2-T1)

Corporate
Support (T2-T1)

Administrative Salary and
Professional Dev. Exp. (T2-T1)

Organization
Meta-Type

Production and
Exhibition Exp.(T2-T1)

Pct Non-white (T2-T1)

Pct Lower Income (T2-T1)

Pct Less Education (T2-T1)

Pct Younger (T2-T1)

Pct Single Site (T2-T1)

Figures 6.2 through 6.5 illustrate the path models predicting attendancé growt
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 tanmultary earneghcome

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 expenditurdesaal the

attendance composition variables as well as between the attendance composition

variab

€es

and

t he

attendance

si ze

var

only the significant relationships between the expenditure variables andaatte

abl

composition variables, as well as between the attendance composition variables and the

attendance size variable are included in the models.

Figure 6.2*

Foundation Support Path Analysis: Predicting Change in Paid Attendance and Audience
Composition with Change in Revenue and Expenditure, 2005 to 2011

Organization
Type

-.08

Foundation
Support (T2-T1)

-04

Organizational
Size

-25%

Advertising
Exp.(T2-T1)

Non-Advertising
Marketing Exp.(T2-T1)

NN

05, Fundraising
/’ Salary Exp. (T2-T1)
fo* Fondraising x
Org. Size
21
/2 i e
_ e5 .07
Admin. Salary and
Prof. Dev. Exp.(T2-T1)
=31%
Production and
Exhibition Exp.(T2-T1)
e6

4

Pct.Outside
Region (T2-T1)

.30
41

Pct.from Low

Education Tracts (T2-T1)|

Pct.from Young
Tracts (T2-T1)

J15%
Paid Attendance @

(T2-T1)

-15
1% Pct.from Low Income
76* Tracts (T2-T1)
29*
A8*
J4*
*
23 29*
Pct.from Non-white
33*% Tracts (T2-T1)

—2

Pct.Single Site
Attendees (T2-T1)

DF: 32; Chisquare: 150132; Rsquared (Paid Attendance): .46%.001

*The effects of found@on 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 coefficiernglpes, standard errors, and residuals.

—
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Figure 6.2 is the fulhttendance 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 variatdsspotential 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 spatiatdbution 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 ttavith greater percentages of Aehites compared to
the Philadelphia MSA in general, on the percentage of participants from tracts with
greater percentages of individuals 25 and
percentage of tracts with a loweedian 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 attendanceothrer 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
organi zati onsd pmoredtheadmographicaompasition Fauablés lce
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 neiglthoods with more young people, naite 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
professionatlevelopment have significant positive effects on the percentage of attendees
from tracts with higher percentages of ashite individuals, less educated individuals,
and those with median household incomes lower than the regional median income. This
is paticularly 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 foandat
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 poinsé&ecau
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
profesional 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 amd cult
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 hgniicast
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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 compositvariablé the
percentage of arts and culture participants in the-gtate area that come from outside
the ninecounty Philadelphiaaréh ar ge or gani zati ons6 expendi
salaries, reflected in the fundraising/organization size interagtiriable, 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 ang &bii@ach 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 effindraiding safary éxpendguees anmpagda ni z at
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. The$ects are particularly interesting given that
expenditure on | arge organizationsod fundra
of the marketized revenue variables. In other words, a causal path can be drawn from
increases in revenue from fowtobns, ancillary and neancillary 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 numiseEssentially, 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 throbhghe outreach to arts and culturetiggpants outside the region.

Figure 6.3*

Corporate Support Path Analysis: Predicting Change in Paid Attendance and Audience
Composition with Change in Revenues and Expenditures, 2005 to 2011

-28* Advertising el @
) / Exp. (T2-T1)
42* Pct.Outside
Non-Advertising Region (T2-T1)
/ Marketing Exp. (T2-T1)
31*
15 Fundraising 43*
Organization 7 Salary Exp.(T2-T1)
Type £37* 26*
@ Fundraising x \
Org. Size
A2 4
o4 Paid Attendance @
(T2-T1)
Corporate 42%
Support (T2-T1)
i e5 08/ -16
.02 .30* Pct.from Low Income
Admin. Salary and 752 Tracts (T2-11)
.10 Prof.Dev. Exp.(T2-T1) 28%
213 Pct.from Low
A48* Education Tracts (T2-T1))
Organizational
Size Production and
Exhibition Exp.(T2-T1) *
73
Pct.from Young
Tracts (T2-T1)
74*
o 26"
Pct.from Non-white
33*% Tracts (T2-T1)

Pct. Single Site
Attendees (T2-T1)

DF: 32; Chisquare: 150132; Rsquared (Paid Attendance): .4¢k.001

*The effects of corporate support on the expenditure variables control for the effects of armili@d/iacome,
foundation support and core earned income.

Note: See Appendix B for unstandardized coefficiermglpes, standard errors, and residuals.

Figure 6.3 illustrates the corporate model for attendance growth. It is similar to
the foundation ma&l 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 gpport, 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 throughpenditures 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 attedance 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 64*

Non-Ancillary Earned Income Support Path Analysis: Predicting Change in Paid Attendance
and Audience Composition with Change in Revenue and Expenditure, 2005 to 2011

— Advertising

-.28*% Exp.(T2-T1)

Pct.Outside

Non-Advertising Region (T2-T1)
/ Marketing Exp. (T2-T1)

33%

06 Fundraising 41*
Organization 02 /' Salary Exp. (T2-T1)
Type 26%
Org. Size
-14 23%
e Paid ?;;e';::l]ance .
Non-Ancillary 30%
Earned Income (T2-T1)
11 e5 .08 -15 n
: .28 Pct.frronlLfT\Azx I‘?]c)ome ¢
-09 @ Admin. Salary and 742 facts
Prof.Dev. Exp.(T2-T1) .28*
Organizational 225 Pct.from Low
Size A7* Education Tracts (T2-T1),
Production and
Exhibition Exp.(T2-T1) 72*
= Pct.from Young _
Tracts (T2-T1)
73*
€6 3 26*
Pct.from Non-white 612
33% Tracts (T2-T1)

Pct.Si gle Site
e——
Attendees (T2-T1)

DF: 32; Chisquare: 15132; Rsquared (Paid Attendance): .4¢%.001

*The effects of norancillary earned income on the expenditure variables control for the effects of ancillary earned
income, foundation support and corporate support.

Note: See Apendix B for unstandardized coefficientsyalues, standard errors, and residuals.

Figure 6.4 illustrates the neancillary earned income model for attendance
growth. The significant effects in this model closely mirror the effect from the corporate
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modd. 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
productionand 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
previoustwo 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 n@mcillary earned income on expenditures for
administative 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,-aonillary 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, expenditaradministrative 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 positiveafbn 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 andrattince growth or decline.

Like nonancillary earned income, there is no significant impact of change in
ancillary earned income on production/exhibition expenditure or administrative
salary/professional development. Also like rartillary earned incoméhis 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 organization

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 ohe growth of various undeepresented 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/professinal 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 rangigom 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
attenctes from noswhite, lowincome, lesseducated, 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*

Ancillary Earned Income Support Path Analysis: Predicting Change in Paid Attendance
and Audience Composition with Change in Revenue and Expenditure, 2005 to 2011
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*The effects of ancillary earned income on the expenditure variables control for the effects of corporate support,
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Note: See Appendix B for unstandardized coefficiem#alpes, statiard 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 attendanogvtir 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 intémgerariables 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 participagitdidas
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neither increases in demographic diveiidiigher percentages of participants from lower
income tracts, younger tracts, less educated tracts, and tracts with greater percentages of
nonwhite$ nor greater percentages of single site atterid@eisdiator of participants

who are new to the sector or who limit their association to only one organizsigna
significant impact on attendance growth or decline. In other words, the data do not
support the hypothesized effects asserting that attendanaessexp 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 expenditureattertiance
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 tradtactsdith
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 percevitageticipants 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 composigdioufipath 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 foundafport 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 significhateffect 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 veven

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 baseoin terms
the demographic variablespecifically, 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, &henmgo 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 suppofncdlary earnd 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 folead not

just to attendance growth, but also to sector expansion to previouslyrepdesented
populations.

A fourth important finding relates to the consistent effect of expenditures on
fundraising salaries on the percentage of participantsoem® from tracts outside the
nine-county region. In all four path models, there is a significant positive effect of the
mar keti zed revenue sources on expenditure

There is also a significant effect of largeangi zat i onsd fundrai sing s
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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 ninecounty region on attemadhice growth for each of the four models (Hypothesis 2.i).
This finding suggests that the primary means by which attendance growth occurs is
through | arge organizationsod expenditures
advertising and marketing expendis as discussed in Chapter Five. Moreover, it is the
process of reaching beyond the regional boundaries to expand the attendairce base
process catalyzed in part by fundraising expendittines$ ultimately leads to that growth.
This is in stark contrasb 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 membengimodels 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 chapéer 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

Thepresent analysis explores the question oftwihpaact marketized revenues,
defined as core and ancillary earned income revenue, foundation support, and corporate
support, have on constituency levdlsth attendance and member$iaip well as
attendance demographic composition. The results of thigsas@rovide 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 growdhdhrincreased
organizational visibility. There is also support for the local growth agenda theory in that
mar keti zed revenues expanding organization
demographic. Finally, there is support for the crowebngyhypthesis in that marketized
revenues maybe contributing to the erosion
theoretical implications of the analysis are discussed at length below.

The following section reviews the specific findings from the results Crsipte
Four, Five, and Sixand 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
metropditan areas/centers for cultural production. The next section focuses on the
met hodol ogi cal l i mitations and chall enges
considers the current state of the nonprofit arts and culture sector, its prospines for

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
philanthrgic sector guarded by a dedicated cultural elite class on the other. The
hypotheses reflect this tension within the context of increasing setermarketization,
defined as movement toward private sector practices and orientation. Considering the
tendercy 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
expanson in organizational attendance as well as the expenditures by which this growth
may occur. On the other hand, considering the possibility presentedcitidingout
hypothesis that marketization trends can potentially turn off the traditional patns a
ulti mately | ead to the di minishing of orga
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 ai@fganizationalConstituency

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€Gt®n 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 orgartib&al membership during that period. This provides

compelling support for therowdingout 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 Chapteour 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 experures 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 negativetiassdoetween
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 anddtirectiexpenditure
variables: Advertising Expenditures, marketing expenditures, fundraising salary
expenditures, production/exhibition expenditures, and general administrative
salary/professional development expenditures (See Table 7.1, Section B).eBesmetus
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 posécteoafthe 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 beveen 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 positivaelationships 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 neadvertising marketing are a bit more complicated. The
path analysis for foundation support indicates a significant positive effect between
foundation support and nesdvertising marketing. Interestingly, the path for corporate
support indicates a significanegativeeffect on noradvertising marketing which is
contrary to the hypothesized direction. Core earned income shows no effect aadyancill
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 noradvertising 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 inkte 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 bundation 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 ctunter
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 wheilew@usi

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/proissevelopment 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 legitimaaould have a positive effect on the
three marketing/fundraising variables. In fact, the only significant effect was a significant
negativeeffect between administrative salaries/professional development and advertising
that showed up in four all four meetized 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 administrag 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 ahmarketing skills iFhouse rather than paying that money

directly to advertising costs or to outside advertising firms.
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Constituency Growth/Declindypotheses Summarized

The second part of the path analyses depicted in Chapter Five test the
relation$ips between the organizational expenditure variables and the growth or decline
in membership and attendance (See Table 7.1, Section C). Four of the five expenditure
variable$ advertising, noradvertising marketing, fundraising salaries, and administrative
salaries/professional developmigrte 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 throughotivding-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 variahl&lave a positive effect on
both attendance and membership.

Turning first to the advertising, neadvertising marketing, and fundraising salary
expenditures, these three indicators operated according to the expected effect in the
attendance models witine 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 varisles 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 attendar. 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-adwvertising marketing did not hold true
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for corporate supparfhe strongest evidence of marketized revenues having an effect,
through expenditures, on attendance growth
salary expenditures where the path models for core earned income, corporate and
foundation support show significant positive effect. Looking next to the effect of
advertising, noradvertising marketing, and fundraising salary expenditures on
membership levels, the evidence does not support the hypothesized negative effects
(Hypothesis 3.a). It is notewdny that neither nomdvertising 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
membersarebegn Aicr owded out o by organizational e
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 membenghlevels 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 aftt. 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 pspective 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 negativeatf 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 attendant®vels. 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 buoykd 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 betwdbese 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/professiah@elopment. 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 Iev&he 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/exhibitexpenditures 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 ¢®ss 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 attendamtenembership 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 tepio the path analyses come
from the significant positive effect of foundation support on-mawketing advertising,
and fundraising expenditures for large organizations, as well as the significant positive
effect of corporate support and core earnednme 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 tkehaed 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/ extiin 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. Adnstrative 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; onep@nditure 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 irgasing attendance levels. While these results do not,

through their use of expendituowt v¥aocfi abl es
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members observed in the Chapter Four regression tables, they do emphasize that
organi zati onsdo a tetws didirctpspulaiond andieisramestale toa r
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 fraiding channels. On the other hand, members,
unlike attendees, are more receptive to enhanced production and exhibition measures.
Attendance Expansiddypotheses Summarized

While Chapter Five focuses on marketized revenues, organizational expesdit
and the effects on attendance and membelstgis,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, thgsetheses test the
relationships between each of the five expenditure varisddeertising, noradvertising
marketing, fundraising salaries, production/exhibition costs, and administrative/
professional development cast® each of the attendee distrilout variablespercentage
of singlesite attendees, attendees from outside the region, attendees from lower income
communities, less educated communities,-white communities, and younger
communities (See Table 7.1, Section D). They also test the subteffeets 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.lwihjch predicted that putting resources
into the core functions of organizations would serve to expand their attendance profiles to
include undetrepresented demographic groups, as well as single site attendees, and those

outside the region. Even while tbeerall 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 aéihdance 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 thia areuld serve to expand
organi zations6 attendance profiles. With
(Hypothesis 2.c.i) the results show a positive effect on the percentage of participants from
nonwhite areas, and from lowdancome and education areast bot on the percentage
of participants from younger neighborhoods. There also was no significant effect on the
percentage of singlsite attendees or attendees from outside the region (Hypotheses 2.c.ii
and 2.c.iii).

When considering the effect of matkzed 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 effeto lower income and education communities as
well as norwhite 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 expelitures; 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 negativefiects 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 andtendance 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.goaedi&dd
that attendance expansion into new communities and ssitglattendees 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 foketiaed 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,-adwmertising marketing, and
fundrdsing 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 Tégion.
gualification 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 organizatioresmioreo
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 regiorstingtye
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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 attendancetty; 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 geograplpaesion 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 littlewhen 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 antbadonited 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, anyrilseegffect that marketized
revenues have is negative. Marketized revenues, in theimgéasis on
production/exhibition expenditures, serve as a drag on membership levels and attendance
expansion. This is not surprising given that marketized revenumargy support overall
attendance growth, and neither production/exhibition expenditures nor demographic and
singlesite attendee expansion have a positive effect on growth. Furthermore, the only
positive effect of marketized variables on attendance eskpaicomes 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, thsofar 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 effedtroarketization 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 tksteir 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 dependerthgory, 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, througlganizational expenditures on both attendance levels and
attendance expansion to traditionally undegresented groups. Relying on trewding
out perspective, the analysis predicted a negative effect of marketized revenues, through
organizational expentlires, 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 lttics effect occurs. This

provides support for resource dependency theory, institutional theory, and metropolitan
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Table 7.1: Summary of Findings

Category Cause and Effect Hypotheses Supported Comment
1.a,1b, 1.0, 1.d Suppaits
Marketization on Attendance R 1’ . T Partially institutional and
(A_‘) ) Level 24 2 e’ 2f Supported resource
Marketization e dependency theories
and |
Constituency
Levels Marketization on Membership la,lb,le 1d, Partially Supports crowding
Level le,3a,3b,3.¢c Supported out hypothesis
Supports
Marketization on la,1.b,lc, 1.4, Partially institutional and
(B) Visibility/Legitimacy Indicators 1.di, 1.dii, 1.d.ii Supported resource
Marketization dependency theories
and
BRSNS Marketization on Core Operation ; Sl
y le Contradicted growth agenda
Indicators the
0Ty
Visibility/Legitimacy Indicators 323 Not
on Membership Levels A Supported
Core Operation Indicators on Supports crowing
©) Membership Levels 3b Supported out theory
Expenditures
and
. Supports
Coris;,tslesncy Visibility/Legitimacy Indicators 2d 2f Supported institutional and
on Attendance Levels e pporte resource
dependency theories
Core Operation Indicators on . Supports crowing
Attendance Levels e Ratadicied out theory
Not
Visibility/Legitimacy Indicators | 2.ai, 2.a.i, 2.a.iii, Supported supports.locel
: : o R growth agenda
(D) on Attendance Expansion 2.¢1,2.¢di, 2.ciii | (except geo. thsong
Expenditures expansion)
and Audience
Expansion s ; Supports local
Core Operation IndJcathS o 2.bi, 2.bii, 2.b.ii Supported growth agenda
Attendance Expansion th
eoTy
Demographic Expansion and 26 2h Not S%%ﬁ; lgrfgla
Attendance Levels 8> = Supported gr S
(E) theory
Audience
Expansion and
Audience Levels : : Supports local
Geographic Expansion and .
Attendance Levels - SHpporid &r ov:‘hﬂ;;rgye nda
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growth agenda theory in that the need for resources affects organizational expenditures
and prioritization in such a way as to ul't

The second cdral 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 alaely 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, atendance growth is not connected to attendance expansion through growth in
single site attendees or growth in attendees from lower income, less educated, younger
and norwhite communities and neighborhoods. This finding is consistent with the
metropolitangrowth 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 sitattendees 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
geographicallyather thandemographically.

The third central finding of the analysis deals with¢h@mvdingout hypothesis.
This perspective, originally applied to organipas 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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donorsd percept i ormsdomehtationr(gckeh Grasanan, & n a | need
Johnston 20034erman & Rendia 2001 ;Steinberg 198P More recent scholarship has

applied the crowdingut concept to the marketization of nonprofit organizations, arguing

that when philanthropic organizations incretissr revenue through commercialized

means, private donorship and member suppor
Chapter Two, past empirical studies that test for such an effect are mixed, with some
showing support for this effect and others showiogffect Herman & Rendina 2001,

Segal & Weisbrod 1998 oepler 2001 The present analysis shows support for the

crowdingout hypothesis with some important caveats. The regression analysis in Chapter
Five showed a significant negative impact of threthe four marketized revenue

sources on membership levidlse 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 moiperes, both fueled by

marketized revenues, have a positive effect on attendance as expected, but their effect on
membership is not negative, it is msignificant. While this shows that marketing and

fundraising expenditures do not lead to memberstop, there is no indication of

Acr owduitnog by way of these expenditures. Pro
are negatively impacted by marketized revenues (though the effect narrowly misses
statistically significance in the Chapter Five path gisflis one mechanism where

crowdingout 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 positinghacted 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 decreasiagessilt 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 Organizatie

These results hawmportant 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 memiséip 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. Howeer, what the current study shows is that what is required for the pursuit
of attendance growéhi.e., marketing and fundraisidgs very different than what is
required for the pursuit of membership growth and attendance expansion to under
represented grosp i.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 @ditece 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, thesevidence 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 thatiches 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 inead seek to increase levels of loyal membership, dedicated support
and underrepresented groups, they need to instead focus on their core functionality by
enhancing their productions, exhibitions,
long-termsustainability 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
marketdropped out. In this sense, organizations can view attendance growth as an
immediate boon to their financial status, and member/donor support astarong
investment for their future.

The problem is that, for many organizations, this is not so mubbieecas 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 nisged
agendas, and nonprofitsd i ndtesethedrendtowarp e nd e
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 ultimatedgults 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 loergn stability of such

organizations in the face of future recessidiee 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
metopolitan areas. In a pestdustrial 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, drawegidents 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 overstatednaany of the jobs provided in
this sector and the hospitality sector with which it is connected arevéaye, lowskilled
jobs. Nonetheless, the trend toward marketization of the nonprofit arts and culture sector
and its central importance to city plansigpoliticians, 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 poweltacal players that work toward the growth and
devel opment of the region continues to ope
composition as well as the projects that the rally behind have shifted somewhat since the
1970s and 1980s (Logan and Malotl987). 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 @smpared 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 tde 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 nprofit 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
regionand 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 undepresented groups into the arts and culturesect
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
sugainability, 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 Prajact, 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 begélle 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 remees of less than $20,000 annually) that do not apply
for funding and are exempt from filing as a-@xempt entity. In one sense, the exclusion
of these organizations is not a substantial issue since they represent such a small
proportion of all activityOn 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 @slslincorrect or inconsistent data, the
information is voluntarily submitted and
accuracy. Furthermore, when dealing with revenue and expenditure data in particular,
there is some potential data volatility. Whan 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 ajor 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 basedonthe@gni zati onds available data from
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 expenditureand 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. Ifa 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 printg source of data is the Address List Cooperative initiated by the
Greater Philadelphia Cultural Alliance. This data is used to identify the spatial
di stribution of each organizationds attend
survey, this listends 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
resultig number of cases is less than the total number of organizations at either time
point.

The variables constructed from the-Gp List data represent another
met hodol ogical | imitation. The ideal situa
demographic compositiis 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 baseuh 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 organizationsd at
to conduct alemographic analysis of each of the tracts in the-$tate 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-mgmte residents, it is not certain that
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the new attendees are navhite, but it is evidence that this may be theecdtsis
particularly strong evidence when | ooking
if they are pulling in patrons from many neighborhoods with a specific demographic
profile, their patronage is shifting toward the demographic charactemsttbose
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 constructedestdd. 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 catiegtions, 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 orgatians 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 drgarezationaldypes dotot eaechshave thesr pwnt h e s
unigue set of sumodels. 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 organizationgtilizing 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 attendanch goowts
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 ofdngaetnad i fying
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 curranalysis, 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 interviging, 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 tlis 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 beaddressed by talking specifically with prospective members, existing members,
and exmembers of various organizations.

While the present research indicates that attendees and members are two very
different groups in their responses to organizational ekpee 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 theshel@anay 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 balancéimgarke

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

resesa chers and organizations to determine mo
including how often they attend, their specific motivations for attendance, membership,
and/ or donation, and how they percetheve org
metropolitan area, and the arts and culture sector. Ideally, such a survey of attendees

should be supplemented with interviews with corporate, foundation, angrafiarts

and culture organization leaders and administrators to determine theficspeci

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 esthbltis and culture sect@ a
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 metropolitasare
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particularly those with a burgeoning arts and culture $a¢erensider 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 frermeth@politan

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 areasontinue 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
strongfeelings 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
sustanability 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 ighial ins
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 gqrtohadmléeiml for
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 hatertaide the optimal

path forward.
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APPENDIX A:
CULTURAL DATA PROJECT SURVEY INSTRUMENT

Section 1 - ORGANIZATION INFORMATION Fiscal Year-End Date: 06/30/2010

2 Organization Login cdpblank

3a Organization Mission Statement:

3¢ Does your organization primarily serve a particular racial/ethnic
group?

3e Does your organization primarily serve a specific age group?

4a Does your organization have a parent organization?

5 Is Arts & Culture the primary focus of the Parent Organization? ~ (not applicable)

7 Street Address

9 City

1 Zip+4

13 Phone #

15 Federal ID #

16a If Other, Please Describe (not applicable)

17 NTEE Classification

17b Specialty or branch of discipline (not applicable)

17d If None of the Above, Please Describe (not applicable)

19 Web Address

20a Accounting Method, if Other (not applicable)

21b If yes, what was your former method of accounting? (not applicable)

22 Contact Person Neville Vakharia

24 Contact Person E-mail nvakharia@pewtrusts.org

26 Year Organization Founded

28 Date IRS Tax Exemption Received

30 State House District #

32 Federal Congressional District #

CDP Blank Profile, Fiscal Year-End Date 06/30/2010
©2004, 2005, 2011 Cultural Data Project Governing Group. All rights reserved. Page 1 of 18
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Section 1 - ORGANIZATION INFORMATION, continued Fiscal Year-End Date: 06/30/2010

33 Fiscal Year End Date (month & day only) 06/30
34 Date Form Completed 03/19/2011

CDP Blank Profile, Fiscal Year-End Date 06/30/2010
© 2004, 2005, 2011 Cultural Data Project Governing Group. All rights reserved. Page 2 of 18
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Section 2 - AUDIT/REVIEW VERIFICATION SHEET

Fiscal Year-End Date: 06/30/2010

BALANCE SHEET
Total Total
06/30/2010 06/30/2009
1 Total Assets $0 $0
2 Total Liabilities and Net Assets $0 $0
3 Net Assets - Unrestricted $0 $0
4 Net Assets - Temporarily Restricted $0 $0
5 Net Assets - Permanently Restricted $0 $0
INCOME STATEMENT
Temporarily Permanently Total Total
Revenue Unrestricted Restricted Restricted 06/30/2010 06/30/2009
6 Per Audit: Total Revenue $0 $0
7 Per Audit: Other Changes $0 $0
8 Total Audit: Total Revenue $0 $0
Temporarily Permanently Total Total
Expenses Unrestricted Restricted Restricted 06/30/2010 06/30/2009
9a Program $0 $0
9b Fundraising $0 $0
9c General & Administrative $0 $0
9 Per Audit: Total Expenses $0 $0
10 Per Audit: Other Changes $0 $0
11 Total Audit: Total Expenses $0 $0
Temporarily Permanently Total Total
Net Unrestricted Restricted Restricted 06/30/2010 06/30/2009
12 Change in Net Assets $0 $0
CDP Blank Profile, Fiscal Year-End Date 06/30/2010
© 2004, 2005, 2011 Cultural Data Project Governing Group. All rights reserved Page 3 of 18
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Section 3 - REVENUE Fiscal Year-End Date: 06/30/2010

Temporarily Permanently Total Total
Earned Unrestricted Restricted Restricted 06/30/2010 06/30/2009

2 Ticket Sales $0

§id
o

4 Workshop & Lecture Fees $0

@
o

6 Special Events - Non-fundraising

@
o

@
o

7 Gift Shop/Merchandise Sales

8 Food Sales/Concession Revenue

@
o

9 Membership Dues/Fees

@
o

10a Subscriptions - Media

12 Rental Income

14 Advertising Revenue $0 $0

16 Investments-Realized Gains/Losses $0 $0

18 Interest & Dividends $0 $0

19a If Other Earned Revenue, Briefly (not applicable)
Describe

CDP Blank Profile, Fiscal Year-End Date 06/30/2010
© 2004, 2005, 2011 Cultural Data Project Governing Group. All rights reserved. Page 4 of 18
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Section 3 - REVENUE, continued

Fiscal Year-End Date: 06/30/2010

Temporarily Permanently Total Total
Contributed Unrestricted Restricted Restricted 06/30/2010 06/30/2009
21 Trustee/Board Contributions $0 $0
22 Individual Contributions $0 $0
23 Corporate Contributions $0 $0
24 Foundation Contributions $0 $0
25 Government - City $0 $0
26 Government - County $0 $0
27 Government - State $0 $0
28 Government - Federal $0 $0
28a Tribal Contributions $0 $0
29 Special Events - Fundraising $0 $0
30 Other Contributions $0 $0
30a Other Contributions, Briefly {not applicable)
Describe
30b Parent Organization Support $0 $0
30c Related Organization Contributions S0 $0
31 In-kind Contributions $0 $0
31a In-Kind Contributions, Briefly {not applicable)
Describe
32 Net Assets Released from Restrictions $0 $0
33 Total Contributed Revenue and Net $0 $0
Assets Released from Restrictions
34 Total Earned and Contributed Revenue $0 $0
Including Net Assets Released from
Restrictions
35 Transfers & Reclassifications $0 $0
Temporarily Permanently Total Total
Total Unrestricted Restricted Restricted 06/30/2010 06/30/2009
36 Total Revenue $0 $0
Total Total
Unrestricted Revenue Funds 06/30/2010 06/30/2009
37 Of the Total Unrestricted Revenue $0
reported on line 36, what was the total
amount intended for
operating/programmatic purposes?
38 Of the Total Unrestricted Revenue $0
reported on line 36, what was the total
amount intended for capital purposes?
39 Total Operating and Capital Revenue $0
40 Briefly describe any discrepancies (not applicable)
between Total Unrestricted Revenue
(line 36) and Total Operating and
Capital Revenue (line 39)
CDP Blank Profile, Fiscal Year-End Date 06/30/2010
© 2004, 2005, 2011 Cultural Data Project Governing Group. All rights reserved Page 5 of 18
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Section 4 - GOVERNMENT CONTRACTS AND GRANTS Fiscal Year-End Date: 06/30/2010

Temporarily Permanently Total Total
City Agency/Department Unrestricted Restricted Restricted 06/30/2010 06/30/2009

B

$0

§id
o

$0

E<
@
(=]

3

$0

Rid
o

$0

3
@
(=]

%
S
@
3
©“
38

A11a If Other, please describe (not applicable)

Temporarily Permanently Total Total
County Agency/Department Unrestricted Restricted Restricted 06/30/2010 06/30/2009

$0

8
8

®

$0

@
o

$0

8

8

$0

®
<)
R
3
“
8

Bi1a If Other, please describe (not applicable)

CDP Blank Profile, Fiscal Year-End Date 06/30/2010
©2004, 2005, 2011 Cultural Data Project Governing Group. All rights reserved. Page 6 of 18

219



Section 4 - GOVERNMENT CONTRACTS AND GRANTS, continued Fiscal Year-End Date: 06/30/2010

Temporarily Permanently Total Total
State Agency/Department Unrestricted Restricted Restricted 06/30/2010 06/30/2009

$0

Q
[N}
@
o

$0

Q

$0

8

$0

Y

Q
2
o
@
=]
©@
=]

C11a If Other, please describe (not applicable)

Temporarily Permanently Total Total
Federal Agency/Department Unrestricted Restricted Restricted 06/30/2010 06/30/2009

$0

3
©“
o

$0

o
5
0
o

$0

o]
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@
o

$0

8

g
=
o
@
=]
@
o

D11a If Other, please describe (not applicable)
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Section 5 - EXPENSES: SALARIES AND FRINGE

Fiscal Year-End Date: 06/30/2010

PROGRAM
Artists & Program - General & Total Total
Expense Performers All Other Fundraising Administrative  06/30/2010 06/30/2009
1 Salaries $0 $0
2 Commissions $0 $0
3 Payroll Taxes $0 $0
4 Health Benefits $0 $0
5 Disability $0 $0
6 Workers' Compensation $0 $0
7 Pension and Retirement $0 $0
8 Benefits - Other $0 $0
8a Benefits - Other, (not applicable)
Briefly Describe
9 Total Salaries and $0 $0
Fringe
06/30/2010 06/30/2009
10a For the employees on your payroll, organization pays this
percent of individual healthcare costs
10b For the employees on your payroll, organization pays this
percent of family healthcare costs
10c For employees on your payroll, organization offers to contribute
up to this percent of annual salary for pension and retirement
CDP Blank Profile, Fiscal Year-End Date 06/30/2010
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Section 6 - EXPENSES: ALL OTHER Fiscal Year-End Date: 06/30/2010

General & Total Total
Expense Program Fundraising  Administrative  06/30/2010 06/30/2009

2 Accounting $0

§id
o

4 Artist Commission Fees $0

@
o

5 Artists & Performers - Non-Salaried $0

Rid
o

7 Bank Fees $0

@
o

9 Catering & Hospitality $0

Rl
o

11 Collections Management $0

@
o

13 Cost of Sales $0

©
o

15 Dues & Subscriptions $0

@
o

17 Facilities - Other $0

©
o

Ro:d
o

18 Fundraising Expenses - Other $0

19 Fundraising Professionals $0

©
o

21 Honoraria $0

@
o

@
o

23 Insurance $0

25 Internet & Website $0

@
o

27 Legal Fees $0

o
o

29 Major Repairs

©“
(=]
Rl
o

30a Office Expense - Other, Briefly (not applicable)
Describe

31a If Other, Briefly Describe (not applicable)

33 Printing

©
o
©
o

34a Programs - Other

£%3
(=]
©“
(=]

@
o
@
o

35 Professional Development

36a Professional Fees - Other, Briefly (not applicable)
Describe

38 Rent

£%3
(=]
@«
o

38b Royalties/Rights & Reproductions

R%3
o
©
o
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Section 6 - EXPENSES: ALL OTHER, continued

Fiscal Year-End Date: 06/30/2010

General & Total Total

Expense Program Fundraising  Administrative 06/30/2010 06/30/2009

39%9a Security $0 $0
40 Supplies - Office & Other $0 $0
41 Telephone $0 $0
42 Touring $0 $0
43 Travel $0 $0
44 Utilities $0 $0
45 Total Expenses $0 $0
46 Change in Net Assets $0 $0

CDP Blank Profile, Fiscal Year-End Date 06/30/2010
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