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About ABA’s Business Model Survey

completed the survey.
*  Throughout this report, organizations are ordered from highest to lowest operating budget.

* The Advisory Board for the Arts deployed the Business Model Benchmarking Survey between March 29 and April 15, 2023.

e The survey was deployed to a selected list of theaters which share key structural characteristics. A total of 9 organizations

Sections of the Survey

1. Business Model & Strategy 2 Venue 3. Season
Business model outlook & priorities Capacity, competition, and Season production makeup and
metropolitan area sales
5. Donors 6. Financials 7. Staffing
Contributed income, annual Operating budget, contributed Staff functions & makeup

individual giving, and donor trends income, individual giving, &

endowment
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4. Audience & Subscriptions

Changes in audience sizes and
subscriptions

8. Board

Board size, time limit policies, &
giving policies



Key Takeaways

. Signiﬂcant variation in resource allocation exists among the nine participants in this study. The data do not suggest consistent patterns
for allocation of resources.

*  Most participants say that their business model requires modification. Over half say it needs fundamental change.

* Ticket sales (and paid capacity) for the most the recent fiscal year continued to lag pre-covid numbers; audiences and subscribers are in a
decade long decline with about a third of participants losing 30% or their audiences or more.

*  Most organizations are bringing on new ticket buyers at less than 5% of the total file per year.
*  Most organizations are relying on contributed income for less than half of their operating budget.
* Contributed income has increased modestly, but fewer donors account for top-end giving.

*  Wide variation exists in how much staff each organization has, as well as how staff is allocated across the organization.
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Organizations are Ordered by Descending Operating Budget

Throughout the report, organizations are consistently ordered by decreasing operating budget size.
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Business Model & Strategy




Most See a Need to Modity Business Model

Assessment of the Financial Soundness & Stability of
Current Business Model for the Next 5-10 Years

Sound, but requires some work within the
current business model to remain sustainable

22%

We need to modify the business model
fundamentally

22%

We need to modify the business model in
small ways to ensure sustainability

Q: A business model is a design for the successful operation of a business, including revenue sources, customer base, products, cost structure and financing.
Thinking about the next 5-10 years, how would you assess the financial soundness and sustainability of your current business model?
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Theaters Seek New Donor & Customer Bases

Aspects of the Business Model That Require Modification

Tapping into new donor bases
Respondents could report
“Other” aspects of
business models that

5 require modification.
Answers included:

¢ Streaming /

Tapping into new customer bases
Building a new business case for contributed income

Finding alternative sources of earned revenue .
membership

*  Commissioned builds

(@)
~ ~
N

Dramatically increasing the endowment 3 e Increased venue
rentals
Fundamentally changing the organizations's cost structure 5 e Decreased in-house
production staff
Creating new kinds of productsto build audiences 5 o Bu||d|ng an
endowment
Shrinking the organization in line with customer demand 5

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

M Yes Maybe No
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| e / Q: If you believe your business model requires modification, which aspect of the model do you intend to change (choose all that apply):



Theaters Split as to Primary Focus of Business Model Change

Primary Focus of Business Model

[ | Tapping into new donor bases
Building a new business case for contributed
iIncome

[ | Finding alternative sources of earned revenue

Tapping into new customer bases

Shrinking the organization in line with

customer demand

Q: Which aspect of your business model will constitute your primary focus (choose one):

8 | ADVISORY BOARD FOR THE ARTS - Confidential for ABA members only



9

Explanation of Needed Business Model Change

Organization Why do you believe this aspect of your business model warrants the most change?

Theater 1 As a rural theater, we've had a hard time attracting corporate and foundation support. We are working to position ourselves as a statewide asset to make the
case we are worth supporting for entities outside our immediate geographical area.

Theater 2 Shifting to a stakeholder model with new customers will help grow income.

Theater 3 The structural deficit is so significant, it seems the only option is revisit the fundamental manner in which we accomplish our mission. Fewer and less elaborate
productions supported by a smaller team seems a necessity. We believe right-sizing while we drive towards new revenue is the most viable path forward.

Theater 4 In order to produce the art that we're committed to, we need to be more reliant on contributed income, and individual donors is where there's the most growth
potential. [When] already operating at a relatively high paid capacity, there's less room to grow ticket income.

Theater 5 Many of our operating expenses are fixed and cannot be reduced. Ticket income can increase to 100% and not support operations at the level required.

Theater 6 Due to constraints with our production resources and elevated artistic demands, we lose 6-8 weeks of time in the venue to onsite construction.

Theater 7 In order to maintain programming at an accessible price point and be mission driven, contributed revenue must be at a higher volume than the past. Earned
revenue must also increase, but this is about marketing to new audiences which is underway; gaining contributed sources must be the primary focus

Theater 8 After a recent reduction in staffing, we are focusing on ways to generate more earned revenue to stabilize the bottom line with the long-term goal of being able|
to recreate some of the eliminated staff positions.

Theater 9 [We are] coming to the end of a drawdown campaign that we are looking to replace, combined with a leadership transition that effects our long-term major
donor relationship.
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Venue




Overview

Component Theater 1 Theater 2 Theater 3 Theater 4 Theater 5 Theater 6 Theater 7 Theater 8 Theater 9
Metropolitan Area Rural Suburban Urban Urban Urban Urban Urban Rural Urban
# Performance
Venues 2 2 1 4 2 1 1 2 1
# Producing
Venues 2 2 1 4 2 1 1 2 2
Total Venue
Capacity 1000+ 250-500 500-750 500-750 500-750 250-500 250-500 250-500 250-500
Age of Oldest
Theater Building 14 43 24 24 4 21 10 16 24
Ownership
Structure Own Own Rent Own Rent Rent Own Own Rent
Competitive
Theaters in your 2 0 4 1 5 7 2 0 7
Metro Area
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Theaters surveyed are mostly urban and own their venues

In which Type of Metropolitan Area is your Venue Located? What is your Ownership Structure?

M Rural
Own
Suburban
M Rent
B Urban
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Most Organization Have less Than 6 Competitors

Number of Theaters Directly Competing for your Audience in your Metro Area

4
2 2
I I 1
O l
0-2 3-5 6-8 9-11

Q: How many theaters do you see as directly competing for audience in your metropolitan area? Enter a whole number, an approximation is fine.

w

N

—_
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Theaters Surveyed Vary in Size

Total Venue
Capacity

Total Combined Capacity of Venues
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Q: What is the total capacity of your venues, combined?



@ Season




Theaters produce between 5-9 productions annually, and 90-249 performances

Annual Productions Produced & Presented

B Produced Presented

9.0 Indicated 6-7

Additionally produce 4 play 9 ] Pre-pandemic produced 8- productions
readings 5 8.0 11 productions

7 6.5

6.0 6.0 6.0
6 5.0 5.0 5.0
5
4

4

3

2

1
1 0 0 0] 0 0
0
Theater Theater Theater Theater Theater Theater Theater Theater Theater
1 2 3 4 5 6 7 8 9
Number of
Hmbero 199 195 132 249 165 192 224 164 90
Performances per Year
16 | ADVISORY BOARD FOR THE ARTS - Confidential for ABA members only Q: How many productions do you have each season? Produced: Presented:

Q: How many performances do you have in a fiscal year? These should be performances where you sell tickets, please exclude community engagement/education initiatives from this number unless they have earned revenue.



Theaters Continue to Chase Pre-Covid Ticket Sales

Annual Paid Seats Sold Last Fiscal Year & Last Full Pre-Covid Season
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99982

Several participants pointed out
90,000 that ticket sales for their current
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Theater Theater Theater Theater Theater Theater Theater Theater Theater
1 2 3 4 5 6 7 8 9
M Last Fiscal Year Last Full Pre-Covid Season

Q: How many paid seats did you sell in the last fiscal year?
Q: How many paid seats did you sell in your last full pre-COVID season?
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Paid Capacity Remains Lower than Pre-Covid

Average Percentage Paid Capacity
Last Fiscal Year vs. Last Full Pre-Covid Year
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18 | ADVISORY BOARD FOR THE ARTS - Confidential for ABA members only Q: What was the average percentage paid capacity across the last fiscal year?

Q: What was the average percentage paid capacity across the your full last pre-COVID season?



Most Supply Fewer Free Tickets Post-Covid

Free Tickets Supplied in Most Recent Fiscal Year & Last Full Pre-Covid Season
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B Most Recent Fiscal Year Last Full Pre-COVID Season
19 | ADVISORY BOARD FOR THE ARTS - Confidential for ABA members only Q: How many free tickets did you supply in the most recent fiscal year?

Q: How many free tickets did you supply in your last full pre-COVID season?



Mostly Similar Ratios of Paid to Free Tickets in that Last Fiscal Year

Paid & Free Tickets Sold/Supplied In the Last Fiscal Year

Theater O [ M034s 1638
Theater8 [ Z99%9 L 239%0
Theater 7 FE 26430 346
Theater 6 [ 9998 6075

Theater 5 [ 940 3545

Theater 4 [ 20700 2748
Theater3 28230 4478
Theater2 507 3,172
Theater 1 86477 8564

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
™ Paid Free

Q: How many paid seats did you sell in the last fiscal year?
Q: How many free tickets did you supply in the most recent fiscal year?
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@ Audience & Subscriptions




Number of Households on File

120000

100000

80000

60000 56582

40000

20000

Theater
1
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40,523

Theater
2

Number of Households on File

1.5 million

Theater
3

92,500

Theater
4

60447

Theater
5

99531

Theater
6

22000

Theater
7

35,225

Theater
8

101781

Theater
9

Theater 3 is an outlier in
this case, with 1.5 million
households on file. It is a
member of a metropolitan
cultural district allowing
access to a shared
database across 10
member organizations.

Q: How many households do you have on file?



Participants Bringing on New Buyers at Very Different Rates
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4089

Theater
1

7.2%

New To File Ticket Buyers in the Most Recent Year

2376
1,891
Theater Theater
2 3
4.6% --

2456

Theater
4

2.6%

1995

Theater
5

3.3%

1439

Theater
6

1.4%

1538 1700
1346
Theater Theater Theater
7 8 9

6.9% 4.8% 1.3%

Q: How many new-to-file ticket-buyers did you gain in the most recent fiscal year?



Total Subscriptions Trends

Change in Subscriptions
in Past 10 Years

5-30% decline

30%+ growth
30%+ decline

5-30% growth

5-30% decline
30%+ decline
30%+ decline

30%+ decline

Theater 9

Theater 8

Theater 7

Theater 6

Theater 5

Theater 4

Theater 3

Theater 2

Theater 1
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Total Subscriptions Sold in Most Recent Fiscal Year

596

348

1130 85
1667 544

700

667

1373 170
1816 507
2383 484

0

859

352

Theater 1 does not sell subscriptions.

500

1000 1500 2000 2500 3000

B Repeat Subscriptions New Subscriptions

Q: What were the total subscriptions sold in the most recent fiscal year?
Q: What were the total new subscriptions sold in the most recent fiscal year?
Q: To the best of your knowledge, how would you assess the change in subscriptions over the past ten years:



Audiences & Subscriptions Trend in Tandem

Change in Audience Size & Subscriptions Over Past 10 Years

Theater 1 does not sell
subscriptions

30%+ decline 3

5%-30% decline 2
About the same 1

5%-30% growth 2
1

Audience Size Subscriptions

Q: To the best of your knowledge, how would you assess the change in audience size over the past ten years:
Q: To the best of your knowledge, how would you assess the change in subscriptions over the past ten years:
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Donors




While Donations Have Increased, Large-Donor Bases Have Consolidated

Trend of Individuals Accounting for 25%

Change in Contributed Income Over Past 10 Years of Donations Over Past 10 Years

5 5 Moderate expansion
13% 12%
4
. 3 About the same 129
2
| Moderate consolidation of
1 . high-end donors
0 Significant consolidation of 63%
30%+ growth 5%-30% growth About the same

high-end donors

To the best of your knowledge, how would you assess the change in contributed income over the past ten years:
Q: Many arts organizations have reported a consolidation of larger donors (more giving, but in fewer hands). Over the past 10 years, what has been the trend in terms of the number of individuals accounting for 25% of your donations:
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Dependence on Board Giving Varies Widely

Percentage of Annual Individual Giving from Boards versus Sub-$1000 Gifts

Theater Theater Theater Theater Theater Theater Theater Theater Theater
1 2 3 4 5 6 7 8 9
Percen.t ?F Annual Individual 159 509 89/ 429, ) 269 - = —
Giving from Board
Percent of Annual Individual o . o o . . . o
G Sub-$1000 Gifts 27% 27% -- 9% 4%, 27% 15% 10% 12%
Only Theater 1 gets a Three organizations receive
dramatically higher percentage about the same percentages
of individual donations from from their largest and smallest
sub-$1000 gifts versus the donors
board
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Q: What percentage of annual individual giving comes from your board?



Financials




Total Operating Budget: Wide Range Spent on Staff

Total Operating Budget
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$6,200,000

Theater
5

$6,000,000

Theater
6

50%

$5,800,000

Theater
7

71%

$4,600,000

Theater
8

40%

T1: Reported operating budget for current year;
no 2022 990 online; 2021 990 was
$6,618,290

T2: Reported operating budget for current
year; No 2022 990 online; 2021990 was
$3,916,753

T3: Based on upcoming FY24 budget; FY2022
990 was $5,486,600)

T4: Projected for FY23; FY2022 (990 was
$6,302,276)

T5: Reported operating budget for current
year; FY2022 990 was $6,978,668

T6: Excludes in-kind and depreciation

$4.400,000

T7: Reported operating budget for current
year; FY2022 990 was $3,649,508

T8: Reported operating budget for current
year; includes $140K for a leadership circle
Theater .
9 donor tier.

T9: Reported operating budget for current

389 year; No 2022 990 online; 2021990 was
° $3,264,168

Q: What is your total operating budget?
Q: What is the approximate percentage of the operating budget spent on staff?



Wide Distribution of Spending across Areas

Total Budget Breakdown

Theater 9 24% 48% 9% B 3
Theater 7 23% 50% 6% | 5%
Theater 6 22% 53% 10% 7%

Other

Theater 5 25% 50% 2 23:2% 15% * Boxoffice,
* Credit card

commission

Theater 4 259, a6% 7% 2%+ Concessions &

giFtshop
Theater 3 13% 531 o W% Pxpenses
e Faclilities.

Theater 2 39% 43% 7% A% 1%

Theater 1 21% 58% 3% | 3%1% 4%

W Total Overhead Artistic/Production B Marketing Development Education Community Other
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Contributed Income Patterns Vary Highly

Contributed Income

Excludes in-
5,000,000 . .
$ kind donation
$4,500,000 of theatre
$4,000,000 facility rental.
$3,500,000 o
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Theater Theater Theater Theater Theater Theater Theater Theater Theater
1 2 3 4 5 6 7 8 9
Percent of o o . o o o o o o
27% 39% 51% 41% A41% 80% 30% 59% 56%

Operating Budget
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Individual Giving Is Largest Source, but Not Overwhelmingly

Sources of Contributed Income

Theater 9 57 331 o
Theater 8 24% (0] 7 66% 9%
Theoter7 8% a4% 0% 1%
Theser 6% 237 7
Theater S g% e T 48%
Other
Th 4 ° 0 0 0 5 o * Special
0% 1 sa. z

event
revenue

Thester 3 2% 287 13% i
giving

Toter2 7 a2% % 6%

Theater 1 3% 8% 70% 8% 1%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B Foundation Government - Federal or State B Government - Local Endowment Individual Corporate Other
Q: What percentage of your contributed income comes from the following sources:
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Earned Income (Mostly) Tracks with Operating Budget, And is Down as a % of Budget

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

$0

Ten-Year Earned

Income Trend

$4980.500

Theater
1

About the

same

$2,771,966

Theater
2

Down by
>20%
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Total Earned Income in Last Fiscal Year

FY22 was a partial

season. FY23 is projected
at $2,463,406 earned

$3,129,149

$2,750,000
$2,463,406
===
I 1
I 1
b
$ﬂ4814po

$839,489

Theater Theater Theater Theater
3 4 5 6
Down by 10- About the Down by Down by
20% same >20% <10%

Q: Over the past 10 years, the percentage of our budget that comes from earned income is:

$1,660,000

Theater
7

Down by
>20%

Q: In the last fiscal year, what was your total earned income?

$1,251,296
$456,924
Theater Theater
8 9
Up by 5- Down by
30% >20%



Ticket Sales Account for the Bulk of Earned Income

Sources of Earned Income

Theater 9 7% 5% 209
Theater 8 9% 18% Other

* Aprofit event

Theater 7 5% 3% 1 3% space & restaurant

* Endowment

Theater 6 267% 8% 2%  * Interestaccrual

* Rebates
Theoters TS/ E7A 59% + Café programming
. Program

Thester 4 |7/, (2% 27, advertising

e Ticket service
Theater 3 sy, ches
Theater 2 T S 47%

Theater 1 |- -, 0.~~~ 12% 2%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B In-person ticket sales Education - student B Education - other Store/Concessions
Rental Digital content M Licensing/Royalties Other

Q: What percentage of your earned income comes from the following categories:
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Most Predict Operating Deficits for Next Year

Change in Operating Budget Over Past 10 Years Budget Expectations for the Next Fiscal Year
7
6

6 12%

5

4

3

3

2
63%

1

0

Up by more than 30% About the same Balanced budget ' Operating decifit of up to 15% B Operating deficit of 15-30%
Q: Over the past ten years, our operating budget is: Q: What are your budget expectations for your NEXT fiscal year?
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Bigger Organizations Have Endowments, Smaller Ones Don't

$12,000,000

Theater Theater

1
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$11,000,000 $11,120,000

$10,500,000
$10,000,000
$8,000,000
$6,000,000
$4,000,000
$2,000,000
$0

2

Theater
3

Endowment Size

$4,675,064

I $300,000
[ ]

Theater
4

This is a Board designated

reserve fund, not a traditional

endowment, but the

organization uses it similarly.

Theater
5

$0

Theater
6

$0

Theater
7

$315,000
|

Theater
8

$1,300,000

Theater

Q: What is your endowment size?



Most Drawing Endowment Funds Took More Than Five Percent

8%

7%

6%

5%

4%

3%
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0.90%

Theater
1

7%

Theater
2
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Endowment Draw in Last Fiscal Year

7.5%

Theater
3

6%

Theater
4

0%

Theater
5

5%

Theater
6

4%

No endowment

0% 0%

Theater Theater Theater
7 8 9

Q: How much was your endowment draw (as a percentage of endowment) in the last fiscal year?



@ Staffing




Full Time Staffing Does Not Follow Clear Patterns

Total Full-Time Staff Breakdown by Function
Y
19 Theater 9 2 2 3 6 1
32 Theater 8 3 2 14 2 N
33 Thester? 4 3 14 ¥
35 Theter6 5 3 10 3 I
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| ormenterrer memberseny Q: How many staff do you employ (excluding 1099 contractors) who are devoted to the following functions...



Organizations Rely on Artistic & Production Seasonal Staff

Total

6

57

48

50

78

95

53

186

Theater 9

Theater 8

Theater 7

Theater 6

Theater 5

Theater 4

Theater 3

Theater 2

Theater 1

6
61
57
48
50
6 72
95
53

VAl

Production specific
(carpenter, actor, stage manager, etc)
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Seasonal Staff — Production & Artistic

15

Artistic

Q: How many staff do you employ (excluding 1099 contractors) who are devoted to the following functions:



Total Staff Breakdown by Function Shows No Clear Trends

Total Staff Breakdown - Including Seasonal, Part-Time, & Full-Time

Total

75 Theater 9 3l 1 9 29
43 Theater 8 Bs%3 20 3@
203 Theater 7 6 P4 31

197 Theater 6 5 43

83 Theater 5 3 6 59
159 Theater 4 4 34

249 Theater 3 BB o

18 Theater 2 El’H o

271 Theater 1 EXzE 10

— o+
AN
.;o\*“‘qpo@&@ ) O+O®°®
V‘b& Q° Q
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Q: How many staff do you employ (excluding 1099 contractors) who are devoted to the following functions:



For most, Seasonal & Part-Time Staff Dwarf Full-time Staff

Total Staff - Full-Time, Seasonal, Part-Time
Total

75 Thewd TR0
43 Thewrs 7

203 Theater 7 63 107
197 Theater 6 48 114
83 Theater 5 [ 19 | 51
159 Theater 4 78
249 Theater 3 95 131
18 Theater 2 57
271 Theater | 194
0 50 100 150 200 250 300
B Full-time annual staff Seasonal hire/ short term contract B All other part-time/hourly employees
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Board




Board Size Averages about Two Dozen

Board Size
40 37 Expected to grow to 30
next year.
35
30 Plus 2 “Board Fellows”
30
25
————————————————————————————————————————————————————————————————————————————— Average = 23.4
20 19 18
16 16
15
10
5
0
Theater Theater Theater Theater Theater Theater Theater Theater Theater
1 2 3 4 5 6 7 8 9

Q: What is the size of your board?

45| ADVISORY BOARD FOR THE ARTS - Confidential for ABA members only



Board Term Limit Policies

Organization Description Term Length Max Number of
Terms
Theater 1 We do not have term limits. Directors serve renewable 3-year terms. 3 years NA
Theater 2 0 None None
Theater 3 Up to 3 terms of 3 years each Sy 3
Theater 4 Three year terms, unlimited number of terms 3 years Unlimited
Theater 5 New trustees sign on for a 2-year term. After their introductory term, should the Board vote in | 3 years (2 for new
i ) None
their favor for another term, the term will be three years. trustees)
Theater 6 Terms are 3 years long, “a period of three years beginning on the first day of the fiscal year that
commences dfter the date of his or her election. A Board Member may serve up to two
.. . ) 3 years 3
additional consecutive three (3) year terms, unless the Board by resolution votes to extend the
Board Member’s term."
Theater 7 Board Members may serve 2 consecutive 3-year terms. Following a 1 year hiatus with continued 3 (after 1 year hiatus,
committee participation, they are eligible to return and start the cycle over again. 3 years may pursue another
3)
Theater 8 Board members serve 3 year terms, 3 term limit
3 years 3
Theater 9 Directors shall be elected by the full Board to serve a one-, two- or three-year term, and shall
be eligible to serve additional one-, two- or three-year terms; baring a two-thirds vote of the 1-, 2-, 3 years 9 consecutive years
Board, each director will serve for no more than nine consecutive years.

Q: In a brief sentence, please explain your term limit policy (if applicable).
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Board Giving Policies

Organization Description Policy?
Theater 1 We don't have a written giving policy. Informally, Board members are expected to give. None
Theater 2 We have no board giving policy None
Theater 3 To make [Theater 3] a high priority in your personal philanthropy at a level commensurate with your Y

individual means. es
Theater 4 We eliminated a minimum gift in 2021. We now require that Board members make a gift and ask that [Theater Y
4] be in their top three philanthropic priorities. es
Theater 5 All are asked to make a meaningful contribution annually as well as support the Gala v
es
Theater 6 Each trustee is responsible for making a personally significant unrestricted annual financial contribution. A
personal contribution is considered to be:
. A monetary or securities contribution from the trustee’s own resources Y
« Donations from a family foundation or donor advised fund es
« Donations from an employer in recognition of the trustee’s Board membership
» In certain cases, a significant in-kind donation, as approved by the Board President and Treasurer
Theater 7 Board Members are requested to make their gift to [Theater 7] be one of the top 3 philanthropic priorities. v
es
Theater 8 We ask that [Theater 8] be in their top 3 philanthropic priorities. v
es
Theater 9 Current annual contribution is an amount meaningful to the Director, with a target give/get of $5000- v
$10000 (including sweat equity in the form of leading or participating in theater events and board activities). s

Q: In a brief sentence, please explain your term limit policy (if applicable).
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Trustees include 15-36% BIPOC

40%

35%
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25%

21%
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Theater Theater

1
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15%

2

Percentage of Voting Trustees that are BIPOC

25%

Theater
3

21%

Theater
4

16%

Theater
5

33%

Theater
6

36%

Theater
7

17%

Theater
8

25%
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9

Q: What percentage of voting trusties are BIPOC?
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