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Author s Note

This book is intended to serve as a guide to those members of the staffs and Boards of not-for-
profit arts organizations responsible for developing, evaluating or implementing plans. After
years of research and practice, it has become clear to me that most arts organizations would
benefit from more and better planning. While planning has been accepted as a routine part of for-
profit corporations' activities, not-for-profit organizations have been less anxious to devote time
and resources to long-range planning. "After all," arts professionals often argue, "strategic
planning is profit-oriented and our goal is to produce a fine artistic product, not a profit."

No one can dispute the claim that not-for-profit organizations, by definition, are not financially
motivated. A sad fact of life, however, is that arts organizations operating in the United States
today (and, increasingly, those in the rest of the world as well) face even more difficult resource
acquisition and allocation problems than the giants of the steel and automotive industries. A
coherent approach to these issues is essential if an arts organization is going to offer a "fine
artistic product" for any consistent period of time.

While an arts organization is not a for-profit business, arts administrators and corporate
executives must handle many of the same problems; many management tools used in the for-
profit sector can be employed to great advantage in the arts. The application of these tools does
not rest solely with the business side of an arts organization. The benefits of strategic analysis for
artistic decisions are numerous. Without a long-term plan that integrates business and artistic
strategies, the ability of any organization to sustain a high level of artistry is doubtful. Many
artists fear the regimentation of planning and, in fact, may feel that their artistic prerogative is
being usurped by such a process.

1 believe that artistic decisions belong in the hands of the artists and artistic directors. The
planning process, however, will reveal the implications of these artistic decisions, implications
that must be reviewed, analyzed and contemplated in a mature, objective manner. In the end, any
consistently successful arts administrator and artistic director must recognize the symbiotic
nature of their relationship.

Developing these plans is not simple. As a result, many arts organizations that do attempt to
develop strategic plans waste many hours because the planning processes they employ are not
rigorous enough, are not well designed, or are poorly implemented. Just as success for an arts
organization depends on a mix of creative vision and administrative expertise, so too does
strategic planning depend on a mix of art and science. While creativity and insight are
irreplaceable, the techniques of planning are designed to facilitate the development of insight. As
in any discipline, when technique is ignored, creativity becomes difficult to channel.

Strategy development, however, is not a step-by-step process. While this book presents a
sequential approach to planning, there is rarely one "correct" strategy that emerges from the
planning process. The best planning processes allow for the iterations necessary for the best
solutions "to hatch." In other words, while this book describes a practical approach to
developing a strategy, it cannot teach how to think or to create.

Michael M. Kaiser
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Introduction

It is presumptuous, perhaps, to write a book about planning in the arts. The scarcity of talent and
money has forced many arts executives to plan effectively and well in advance. The nature of
arts planning, however, has traditionally been operational, focusing on such questions as "who
will be performing what role in which work directed by whom." What has been missing from
planning in the arts is a strategic perspective: the development of an explicit mission for the
organization, the analysis of the external and internal factors that affect the achievement of this
mission, and the formulation of the direction that should, therefore, be pursued.

Strategic planning places operational decisions in a broader context. While operational planning
determines who will sing the role of Aida, strategic analysis suggests the long-term implications
of that casting decision for the organization. Will the hiring of a "name" singer sell more tickets?
Will the audience come to expect famous singers? Will funders be impressed? Will your
institution become more visible?

A direct result of this lack of strategic focus has been the rapid erosion in the financial bases of
many arts organizations. Fiscal instability virtually always leads to reduced artistic
programming. This, in turn, leads to deterioration in visibility, thereby limiting earned and
contributed income. The resulting financial crisis consumes both the Board and staff, further
restricting revenue and artistic flexibility. This vicious circle leaves artistic directors feeling
frustrated, Board members upset with the ever-increasing pressure to give and get more, and
administrative staff feeling powerless to handle mounting cash flow problems.

While the serious lack of funding that triggers this chain reaction is frequently blamed on "the
economy," it results more directly from a failure to recognize and react to changes in the
environment. As the environment in which arts organizations have been operating has become
far more challenging, the arts organizations that will survive, and even thrive, in this
environment are doing more than complaining.

Virtually all major for-profit corporations, threatened with rapid technological change and
mounting international competition, develop strategic plans. These corporations have realized
that "working harder" is not enough to ensure future success. A review of the environment in
which the business operates, coupled with an objective review of its own internal strengths and
weaknesses, has proven to be essential to determining the most effective way to achieve
corporate goals. In this respect, the needs of an arts organization are no different from those of a
for-profit corporation. While the mission of an arts organization (or any not-for-profit
organization) is more difficult to formulate, the benefits of developing a mission, analyzing the
environment and determining a strategy in response are identical. Organizations that do so find
they have an easier time meeting their long-term objectives, fostering communication between
their staffs and Boards and convincing patrons of their viability.

In specifying the plans and the planning process, it is essential to remember that even the largest
arts organizations in the United States are small businesses. The Metropolitan Opera and the
Metropolitan Museum of Art, the largest independent arts organizations in the country, would
still not rank among the largest corporations in the United States. While small companies need
planning as much if not more than large corporations (they can't afford, after all, to waste
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anything), their approach to planning must accommodate their size: even small deviations from
expected results can have major repercussions for small businesses.

As a result, arts organizations that find planning most useful are those that maintain an
entrepreneurial perspective on planning and management - a willingness to make changes in
course as experience and results dictate. Maintaining this entrepreneurial perspective is difficult
since there is an inherent tension between planners and entrepreneurs: planners expect fidelity to
a predetermined course of action while entrepreneurs demand the flexibility to change. A deeper
understanding of the planning process reveals this tension to be superficial. Good planners
expect and react promptly to changes in the environment. Conversely, the best entrepreneurs
maintain a firm core vision; specific operational steps might change, major strategic direction
does not. While "entrepreneurial planning” is not easy, making the effort to develop a flexible,
hence useable, plan is essential. The sad, but true, experience of many organizations, for-profit or
not, that have tried planning is that bad planning costs more and returns less than no planning at
all. A badly crafted plan leads either to the pursuit of the wrong path or, more frequently, to the
discarding of the plan entirely. Either way, "planning backlash" - the feeling that planning is a
waste of time - is the result.

Equally important to avoiding planning backlash is the development of a sensible planning
process. When people are asked to spend hours and hours in unstructured, unproductive
meetings, the perceived importance of planning begins to wane. Yet many successful, perceptive
people endure these inefficient marathon sessions because they haven't experienced an efficient
planning process and believe that planning is "good for them." When the resulting plan is
discarded, frequently in short order, planning backlash emerges with full force.

In an effort to support planning in arts organizations, while avoiding planning backlash, this
book addresses two major topics. The first part of the book reviews the content of a strategic
plan. It proposes an approach to developing strategic plans with three distinct phases:

1. Setting Up
Adopting the strategic framework that will guide the planning process and drafting a
mission statement that motivates the entire plan.

2. Analyzing
Collecting the data and performing the external and internal analyses that reveal the key
strategic issues that must be addressed in the plan.

3. Strategizing
Developing the artistic, administrative and financial strategies that have the highest
likelihood of achieving the organization's mission.

The book concludes with a discussion of the process of developing a strategic plan, reviewing
the steps that should be taken, the people who should be involved and the formulation of a
planning calendar. In short, the book begins by revealing what is in a plan and ends by
suggesting the way the plan should be put together.

While many readers may feel inclined to turn to this second section first, one must caution that
the key to a good planning process, like the key to good art, is a firm commitment to superior
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content. A rigorous planning process that does not produce a rich, comprehensive, useable plan
will certainly result in planning backlash.
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Chapter One: A Framework for Strategy Development

Building on the Mission

A clear framework is essential to the development of a coherent, integrated plan. Following a
specific framework will help focus discussions and maximize efficiency. Defining the mission,
analyzing external environment and available resources, designing an implementation plan, and
following through with an appropriate financial plan make the overwhelming task of strategic
planning more accessible by breaking down the process into manageable components.

Strategizing is a creative process that cannot be performed simply by filling out forms. However,
putting people in a room and asking them to think creatively about the future can yield very little
and can waste a great deal of time. These sessions frequently devote too much time to the
interests of a vocal minority, usually omitting discussions on many substantial issues and always
prohibiting the development of a coherent, integrated plan.

Any planning process is made more efficient when it employs a structure, or framework, as a
guide. This chapter introduces a framework that underlies one effective approach to planning.
This approach is a generic one that has been used successfully by both for-profit and not-for-
profit organizations. Just as this framework provides a guide for the planning process, it will also
provide an outline for this book. In the following chapters, each element of the framework will
be tailored specifically to the needs of arts organizations.

THE MISSION STATEMENT

The foundation of this framework, and the starting point of all strategic planning, is the mission
statement. The mission statement describes the central goals of the organization and the scope of
its operations. The goal of a corporation in the for-profit sector is easy to describe: maximize
stock price by making as much money as possible for as long as possible. While the mission
statements for profit-oriented companies may include some discussion of the product line,
customer base or geographical scope, the central focus must be on profit. (Unfortunately, many
for-profit organizations are not honest in their missions, emphasizing specific products or
services rather than profit. This can lead to a great deal of confusion when product line changes
are made through acquisition or divestiture.)

For arts organizations, and all not-for-profit organizations, the mission statement is more difficult
to define. We know the company is not in business to make a profit; but why does it exist? To
offer world-class performances or exhibitions? To educate? To sustain itself financially? To train
young artists? To serve a specific region? To encourage the creation of new works of art? To
preserve and present older masterworks? When one removes the overwhelming profit motive,
the mission becomes more difficult and, therefore, more important to formulate. For although the
specific wording of the mission statement is not of key importance (too many people spend too
much time worrying about the semantics of the statement), the implications of the organization's
mission are staggering. They guide the entire planning process and, more important, should
influence all programmatic and administrative decisions.
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Those organizations without explicit missions have a difficult time managing themselves.
Individual members of the staff or Board may make decisions that they feel are best for the
company but that counteract the actions of their peers; consistent progress in a mission-less
organization, therefore, is a result of luck.

If a mission statement is to be an effective management tool, every person who influences the
behavior of the organization must understand its implications. For example, a symphony Board
that accepts world-class quality as an element of its mission must be willing to commit to raising
the funds needed to achieve this ambition. Similarly, a regional theater company that aims to
produce experimental works must be prepared to mount a more focused marketing effort than a
counterpart producing light comedies and musicals.

While the mission clearly directs the remainder of the planning process, the final wording of the
mission statement need not be drafted before planning commences. The planning process is an
enlightening, iterative procedure that allows the participants to "fine tune" the mission statement
as they reveal the full implication of each parameter of that statement. However, while the final
wording of the mission does not have to be determined in advance, a broad outline of the
company's goals must be developed before any effective strategizing can commence. For without
a goal, a strategy is meaningless.

ENVIRONMENTAL ANALYSIS

While a strategy without a goal is meaningless, a goal without a strategy is a wish. For this
reason, developing a mission statement is not enough: expressing one's goals does not guarantee
attaining them. Yet many organizations' plans are little more than a mission statement followed
by several affirmations that the mission will be accomplished. ("The company will build its
audience by improving its marketing program.") Clearly this is not sufficient.

The first step in determining what the company's strategy should be is to review the environment
in which the company operates. No arts organization operates in a vacuum, despite the level of
isolation its Board and staff might feel. The success of a company depends, in great measure, on
the way it understands the environment in which it operates and its ability to respond
appropriately. There are two parts to an environmental analysis.

The first is an exploration of the "industry" in which the company operates - the museum
industry, the theater industry, etc. While many arts professionals may be uncomfortable with the
word "industry," it is appropriate. Each art form offers products and services and has customers,
competitors for resources, and suppliers - the participants that define an industry. Industry
analysis suggests constraints that the organization will face and paths of action that may
overcome these constraints. In other words, industry analysis suggests those factors that are
crucial to success.

In addition, this analysis will suggest how the industry is likely to change in the future.
Understanding industry evolution in advance is a key to effective strategic planning because it
gives the company time to decide on appropriate responses to expected environmental change.
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The second step in environmental analysis is the review of peer organizations - those
organizations that face similar opportunities and constraints and whose actions may affect one's
own organization. For-profit companies study their competitors in order to predict how they will
compete in the future. In the not-for-profit sector, competition is less direct. While the regional
nature of the arts means that few arts organizations outside of major cities compete with other
similar organizations for audience dollars or local contributions, they do compete with touring
companies and for artists, gifts from national corporations and foundations, and grants from the
National Endowment for the Arts, the National Endowment for the Humanities and other
government agencies. (Of course, some cities do support multiple opera companies, symphonies,
art museums, etc.; in these cities direct competition is a more important factor.)

In addition to forecasting future competitive actions, peer organization analysis allows one to
learn from similar groups' successes and failures. A review of the financial performance of a
group of peer companies also reveals benchmarks that are very useful in evaluating one's own
performance.

The result of the integration of the industry and peer organization analyses is a firm
understanding of the requirements for success in the art form - today and in the future.

INTERNAL ANALYSIS

Once an understanding of the industry structure and of the ways the peer organizations cope with
this structure has been achieved, it is possible to evaluate the way one's own organization "fits"
into the industry. This internal analysis is an integral part of the strategy development process. It
suggests what the organization is doing well and what it is not doing well.

Internal analysis is difficult to perform because it demands objectivity in exploring areas of
weakness and self-confidence in describing one's own strengths. By matching these internal
characteristics with the industry success factors, one can identify those areas the organization
must address in its strategic plan - both the strengths it can exploit and the weaknesses it must
overcome.

STRATEGY DEVELOPMENT and IMPLEMENTATION PLANNING

An organization's strategies are simply a description of the way the organization expects to
pursue its mission in light of industry requirements and their strengths and weaknesses. The truly
successful strategic plans are those in which each strategy is derived from one, coherent strategic
direction. If the strategic direction of the organization is clear, the specific operating strategies
"fall out." It is not difficult, for example, to formulate the marketing, casting or development
strategies for a theater company whose core strategy is to develop world-class productions in an
effort to attract national audiences and funders. The specific operating strategies that must be
developed will depend on the nature of the organization, as illustrated by the following list of
headings in the strategy sections for two organizations in differing industries:
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DANCE COMPANY

e Artistic/Repertory
e Production
e Touring

e Education Programs

WWW. artsmanager.org

MUSEUM

Exhibitions
Collection Development/Loans
Publications

Education Programs

e School Conservation

e Development Development

e Marketing Marketing

e Finance Finance

e Administration Administration

e Personnel Personnel

e Volunteers Volunteers

e Facilities Facilities

e Governance/Board Governance/Board

As this example suggests, virtually every organization, regardless of art form, will develop
strategies for the same administrative functions; it is the programmatic functions that differ.

Once the major strategies of the organization have been developed, one can produce an
implementation plan - a more detailed short-term agenda for the operations of the company. This
plan will include details of the specific tasks to be accomplished, the staff members and others
who will work on these tasks, and the time frame for completion.

FINANCIAL PROJECTIONS AND BUDGETS

A final step in the planning framework is to translate the strategies into measurable financial
results. While it is impossible to project financial results with great certainty, an attempt should
be made to quantify the financial implications of each operating strategy. After a complete
projection is developed, one can determine whether the financial results are acceptable. If not, a
second iteration of the strategy development process should be initiated to suggest ways to
improve financial performance.

This framework for strategy development, which leads from a mission statement to a long-term
financial plan, is little more than structured common sense. Experience suggests, however, that
organizations that use this framework, or similar ones, for strategy development develop
effective plans in a most efficient manner.
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FRAMEWORK FOR STRATEGIC PLANNING

MISSION

ENVIRONMENTAL ANALYSIS

INTERNAL ANALYSIS

STRATEGIES

IMPLEMENTATION PLAN

FINANCIAL FORECAST
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Chapter Two: Writing a Mission Statement

A clear, concise and complete mission statement is the foundation for any strategic plan. The
mission should be aspirational. By answering the question "How does the organization define
success,” the mission optimizes the effectiveness of staff, donors and volunteers.

As overstated as it may seem, a concrete mission statement is the foundation for the entire
strategic planning process. It sets the standard to which the organization aspires, now and in the
future, and forces the Board members and staff to align themselves around a specific agenda.
When the mission statement is crafted in a rigorous manner major disagreements can result, for
this process entails making choices between: size and quality, recognition at home and national
prominence, education and performance, art preservation and creation. There are no "correct"
missions and simply creating a statement that embraces the whole world of possibilities may be
comfortable, or politically expedient, but it doesn't contribute to the development of a clear path.
In fact, many arts organizations only truly address their missions when they experience financial
distress and are forced to cut back. The discussion concerning what to keep and what to discard
at that moment is really a mission development exercise.

While drafting a mission statement can often be a frustrating exercise in semantics, the effort
devoted to developing the specific wording should not obscure the importance of delineating
explicitly the goals of the organization.

One efficient way of writing a mission statement is to ask the Board and senior staff members to
make a list of all the potential elements of the mission. Parameters of the mission statement may
include:

Product/Service

What product or service does the organization offer? While this may seem obvious at first, many
arts organizations offer a diverse set of services. Opera companies may produce live
performances, videos, lectures, publications, recordings and broadcasts. As electronic
transmission of performances increases, the definition of the company's “product line" will
become a more complex issue. The mission statement must include a reference to those services
that are essential to the organization.

Quality

What level of performance is desired? This is a very important and difficult decision to make.
While every arts organization aspires to high quality, it is unrealistic to expect a new
contemporary art museum to build a world-class collection unless vast resources are available.

Strategic Planning In the Arts: A Practical Guide
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Audience

A substantial amount of effort must be devoted to determining the desired audience for each of
the institution's services. Are the programs designed primarily for adults? for children? for a
particular ethnic or religious group?

Geographic Scope

How much of the city/region/country/world does the organization hope to influence? The
implications of this decision will have a tremendous impact on each element of the organization's
operations. The mission statement should prioritize the importance of each relevant region.
Remember that the organization need not serve every region in the same manner. The New York
City Ballet offers regular live performances only in New York City and Saratoga Springs, yet
serves the remainder of the country and the entire world with television broadcasts,
videocassettes and occasional tours.

Repertory

The organization must decide whether there is a specific repertory from which it will choose the
works it produces. The Ontological-Hysteric Theater, for example, presents a different repertory
than the Hartford Stage Company. It is important to note that while critics may give kudos for
adventuresome programming, neither the Ontological-Hysteric Theater nor the Hartford Stage is
"wrong" when it comes to repertory. Each company has specific strengths and faces unique
constraints that influence its choice of repertory. Similarly, a museum must decide if there are
specific areas in which it wishes to collect and exhibit. There are clear differences between the
collecting missions of the Whitney Museum of American Art and the Pierpont Morgan Library.

Education

How strong is the company's commitment to education? While this is a subset of the
product/service decision, it deserves special mention. It is popular with many funders to stress a
commitment to educate. However, one must honestly address the organization's commitment in
this regard. Those companies with a true desire to educate must be willing to devote adequate
resources and to identify the target recipients: The audience? Young artists? Children?

While the answers to these questions will guide the organization's entire planning process, the
mission statement need not include references to all of the issues raised above. It should contain
only the guiding principles of the organization. After creating the master list of possible mission
elements, apply a simple test to each of them: ask whether the organization would be "satisfied"
if it accomplished everything but that one element. If the answer is "yes," that element does not
belong in the mission statement. If the company would not be fulfilled without accomplishing
that one item, it belongs in the mission.

Despite differences in the substance of many mission statements, all superior mission statements
should be:

e Clear: There should be little room for interpretation; everyone reading the mission
statement should come away with the same sense of its meaning.

Strategic Planning in the Arts: A Practical Guide
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e Concise: A short mission statement is easily remembered by staff, Board, donors and the
public. A lengthy statement is hard to remember and, therefore, hard to use.

e Complete: The mission should address all the programming of the institution. It is
difficult to rationalize devoting scarce resources to

e Coherent: The mission must make sense and the various elements must be
complementary. A theatre company that performs avant-garde works but hopes to be the
largest theater organization in a region is probably not going to accomplish both
elements.

For example, a regional theater company has developed the following mission:

To establish a national reputation as a leading repertory ensemble
theater company that offers world-class theater productions and
education programs.

Notice that programs/services, educational programming and quality level are mentioned, while
audience, fiscal performance, repertory and geography are not. This simple statement makes it
clear what the organization is trying to accomplish in general terms. Other organizations develop
much more substantial statements of mission. It is frequently helpful to expand on the mission by
listing a series of objectives. For this theater company, these objectives might include:

e Increasing the number of productions offered;

e Developing new works;

e Producing a wide range of plays appealing to a variety of tastes;

e Exploiting all available performance formats including electronic media;

e Subsidizing ticket prices for certain audience members;

¢ Building a strong touring program;

e Creating a year-round company that permits artistic continuity and attracts the best
talent;

e Improving and expanding the apprentice and intern programs;
e Attracting the best directors and designers; and

¢ Providing theater to the entire community including productions that appeal to
specific age, racial and ethnic groups.

These goals provide a more concrete challenge to the Board of Directors and staff of the
organization and establish a clear starting point for the planning process.

Strategic Planning in the Arts: A Practical Guide
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Chapter Three: Understanding the Environment
External Analysis

An external or industry analysis reviews the structure of the business environment in which an
organization operates. Given the characteristics of success defined by the organization's mission,
the external analysis answers the question "What does it take to be successful in this
environment?". More than a catalog of descriptive data about the organizatio